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ANNUAL MEETING OF SHAREHOLDERS TO BE HELD ON MAY 20 , 2010

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

PLACE

ITEMS OF BUSINESS

RECORD DATE

PROXY VOTING

April 5, 2010

CenturyTel, Inc.
100 CenturyLink Drive
Monroe, Louisiana 71203

Notice of Annual Meeting of Shareholders

2:00 p.m. local time on Thursday, May 20, 2(

Corporate Conference Room

CenturyLink Headquarters

100 Centuryl__ink Drive

Monroe, Louisian:

(1) To elect as Class | directors the four nominessed in the accompanying proxy staten

(2) To ratify the appointment of KPMG LLP as oud@pendent auditor for 20:

(3) To amend our articles of incorporation to cheangr name to CenturyLink, In

(4) To approve our 2010 Executive Officer S-Term Incentive Pla

(5) To act upon four separate shareholder propdfsaieperly presented at the meet

(6) To transacsuch other business as may properly come befonméfeting and any adjournme
You can vote if you are a shareholder of recordianch 22, 2010

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 tayppleting and returning a proxy or voting
instruction card

Stacey W. Go
Secretar
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CenturyTel, Inc.
100 CenturyLink Drive
Monroe, Louisiana 71203

PROXY STATEMENT
April 5, 2010

GENERAL INFORMATION
Why am | receiving these proxy materials?

Our Board of Directors is soliciting your pgoto vote at our 2010 annual meeting of sharehsltecause you owned shares of our sto
the close of business on March 22, 2010, 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 7, 2010. Thiexyr statement summarizes information
regarding matters to be considered at the meefiog.do not need to attend the meeting to vote gbares.

Why did | receive a notice of Internet availability of proxy materials instead of a full set of proxymaterials?

In accordance with rules recently adoptedhey3ecurities and Exchange Commission, we maydhimioxy materials, including this
proxy statement, to shareholders by providing #eminotice of how to access these documents omtbnet and how to vote your shares.
Most shareholders will not receive printed copiethe proxy materials unless requested. If you wdikle to receive a paper copy of our
proxy materials, you should follow the instructidos 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 meel

* proxy or voting instruction cards, a
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e our 2009 annual report furnished in the followtag parts: (1) our 2009 Financial Report, whicinstitutesAppendix Ao this proxy
statement, and (2) our 2009 Review and (s Message, prepared as a separate bo

Our 2009 annual report is not a part of our praxdjcting materials.
When and where will the meeting be held?

The meeting will be held at 2:00 p.m. locaid¢ion Thursday, May 20, 2010, in the corporate emmfce room at our corporate
headquarters, 100 CenturyLink Drive, Monroe, Lauisi. If you would like directions to the meetintggse see our website,
http://ir.centurylink.com

On what matters will | vote at the meeting?
Shareholders will vote on the following iteatsthe meeting:
» the election of the four Class | director nomineased in this proxy statement (Item
» the ratification of the appointment of KPMG LLP @& independent auditor for 2010 (Item
» the amendment of our articles of incorporationttarge our name to CenturyLink, Inc. (Item
» the approval of our 2010 Executive Officer S-Term Incentive Plan, which we refer to below as®Incentive Pla” (Item 4);
» the four shareholder proposals described in tlogypstatement if each is properly presented atrtbeting (Items -8); and
» 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 | director nominees, the ratificeof KPMG LLP as our independent auditor for @0the amendment to
change our name to CenturyLink, Inc. and the apgrof/the Incentive Plan (Items—4); and

* AGAINST each of the four shareholder proposals (lter— 8).
How many votes may | cast?

You may cast one vote for every share of ammon stock or Series L preferred stock that yonemhon the record date. Our common
stock and Series L preferred stock vote




Table of Contents

together as a single class on all matters. Ingtugy statement, we refer to these shares as amffn Shares” and “Preferred Shares,”
respectively, and as our “Voting Shares,” colleslyv

How many votes can be cast by all shareholders?

As of the record date, we had 299,766,053 Com8hares and 9,434 Preferred Shares outstandliofwaich were entitled to one vote
per share.

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 thetstanding 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 nameWe have requested that our proxy materials be raadiable to you by your broker, bank or nomine@®wgconsidere
the shareholder of record with respect to thoseesha

If I 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 1-80(-652-8683 and follow the instructions provide

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

e request a paper copy of our proxy materials folhwing receipt thereof, mark, sign and date yproxy card and return it to
Computershare

Please note that you may not vote by telephonkeoimternet after 1:00 a.m. Central Time on MayZi1,0. You may revoke or change your
proxy at any time before it is voted at the meehggyiving a written revocation notice to our seéarg, by delivering timely a proxy bearing a
later date or by voting in person at the meeting.
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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 instioas for voting by telephone, the Internet, operson.

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 received and some will
require you to act in your capacity as a “nameddidry,” which requires you to exercise your votiights prudently and in the interest of all
plan participants. Plan participants who wish teevghould complete and return voting instructiordsan the manner provided by such cards.
If you elect not to vote the shares allocated taryaxcounts, your shares will be voted in the maspecified in the voting instruction cards.
Plan participants that wish to revoke their votimgtructions must contact the trustee and foll@apitocedures.

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

Our bylaws provide that each of the four dineg nominated to serve as Class | directors wilekected if the number of votes cast in favor
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 four directors fail to receive a nvp of the votes cast at the meeting, our
bylaws will require such director to tender hisigestion 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 Voting Shares present in person or regméed by proxy and entitled to vote at the
meeting is required to ratify the appointment of\® LLP as our independent accountants and to aggito Incentive Plan and each of the
shareholder proposals.

The affirmative vote of the holders of tworths of the Voting Shares present in person or sgmted by proxy and entitled to vote at the
meeting is required to amend our articles of inocaiion to change our corporate name.

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 present or repted for purposes of such vote. Because all nsattest be approved by a specified
percentage of votes cast or Voting Shares presespoesented at the meeting, abstentions will

4
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not affect the outcome of any such vote. Sharehsldlestaining from voting will, however, be countedpresent for purposes of constituting
a quorum 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 Excharigekers who hold shares in street name for customay, subject to certain exceptions,
vote in their discretion on matters when they hawereceived voting instructions from beneficialrers. 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, the amendment to our articlehange our corporate name and the approvakdhitentive Plan, but will not be entitl
to vote in their discretion with respect to thectiten of directors or any of the shareholder prapgdf brokers who do not receive voting
instructions do not, or cannot, exercise discretigrvoting power (a “broker non-vote”) with respéztany matter to be considered at the
meeting, shares that are not voted will be treatedresent for purposes of constituting a quoruordganize the meeting but not present with
respect to considering such matter. Because atersanust be approved by a specified percentageeofotes cast or Voting Shares present
or represented at the meeting, broker non-votds iipect to these matters will not affect the annte of the voting.

What if | 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 votedyou specify. If you are a shareholder of
record and make no specifications on your validlgrsitted proxy card, your shares will be voted=@R the director nominees, (ii) FOR the
ratification of the selection of KPMG LLP as oudependent auditor, (ii) FOR the amendment to ckang corporate name, (iv) FOR the
Incentive Plan, and (v) AGAINST each of the shatééoproposals.

If you are a beneficial owner of shares anaalibgive voting instructions to your broker, basknominee, they will be entitled to vote y
shares only with respect to the matters specifie@sponse to the immediately 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 #wdicitation 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.
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Do | need identification to attend the meeting in prson?

Yes. Please bring proper identification, thgetwith the notice of Internet availability mailemlyou, 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 @ahe meeting?

Management has not timely received any ndkiaea shareholder desires to present any mattecfmn at the meeting in accordance with
our bylaws (which are described in “Other MatteiShareholder Nominations and Proposals”) other tharshareholder proposals described
in this proxy statement, and is otherwise unawéang matter to be considered by shareholderseatibeting other than those matters
specified in the accompanying Notice of the meetdgr proxy and voting instruction cards, howeweh, confer discretionary voting
authority with respect to any other matter that peyperly come before the meeting. It is the iritambf 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 vatat the postponed or adjourned meeting. You wiilltse able to change or revoke your pri
until it is voted.

ELECTION OF DIRECTORS
(Item 1 on Proxy or Voting Instruction Card)

As of May 20, 2010, the Board of Directorslwi fixed at 13 members, which are divided underasticles of incorporation into three
classes. Members of the respective classes hate difr staggered terms of three years, with oasscklected at each annual shareholders’
meeting. The shareholders will elect four Classdalors at the meeting. Acting upon the recommegadaf its Nominating and Corporate
Governance Committee, the Board of Directors hasimated the four individuals listed below to seageClass | directors.

Unless authority is withheld, all votes attrible to the shares represented by each duly exdcand 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 Garaer Director Nomination Process.”
If for any reason any such nominee should declifgeocome unable to stand for election as a dirgatioich we do not anticipate, votes will
be cast instead for another candidate designatéioebBoard, without resoliciting proxies.

As discussed further under “General InformatioWhat vote is required to elect a director atrtieeting?”each of the four nominees m
receive a majority of the votes cast to be eleatdtie meeting.
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The following provides certain information tvitespect to each nominee, each other directorevtesm will continue after the meeting,
and our executive officers. As discussed furtheewhere herein, five of our below-listed directmsnerly served as directors of Embarq
Corporation prior to our July 1, 2009 merger witlhlgarqg Corporation, which we refer to herein as Eigpba

Class | Directors (for term expiring in 2013):

W. Bruce Hanks, age 55; a director since 1992; a consultant ®iththam, 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 Chiefrafyeg Officer, Senior Vice
President — Corporate Development and StrategyfC@imancial Officer, Senior Vice President — Ravenhand External Affairs, and
President — Telecommunications Services; workel@stified public accountant with Peat, MarwicvBtchell for three years prior to then;
currently an advisory director of IberiaBank Comaton; also served on the executive boards oh@)National Telecommunications Industry
Association, (ii) the Cellular Telecommunicatiomsilistry Association and (iii) the National Rural@@dm Association, as well as numerous
non-profit boards.

Committee Membership Audit (Chairman); Risk Evaluatic

C. G. Melvillg, Jr. , age 69; a director since 1968; private investares1992; prior to then, served as President d/illeeEquipment, Inc., a
family-owned distributor of marine and industrigjugpment, for nearly 30 years and as the chief @xex officer of a family-owned
telephone company for six years prior to its sale.

Committee Membership Risk Evaluation (Chairman); Nominatii
and Corporate Governan
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William A. Owens, age 69; 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; a director of Embarq prior to July 1, 2C

Committee Membership Nominating and Corporate Governan
Risk Evaluatior

Glen F. Post, |11 , age 57; a director since 1985; Chief Executivic®f of CenturyLink since 1992, and President sidaly 1, 2009;
Chairman of the Board of CenturyLink between Jud@2and June 2009; held various positions at Cehittk between 1976 and 1993; m
notably Treasurer, Chief Financial Officer and Gligerating Officer.

The Board unanimously recommends a vote FOR each of these nominees.

Class Il Directors (term expires in 2011):

Virginia Boulet , age 56; a director since 1995; Special Counsi&tlams and Reese LLP, a law firm, since March 2@@@y to then,
practiced as a corporate and securities attornelpHelps Dunbar, L.L.P. from March 1992 to Marcl®02@nd Jones, Walker, Waechter,
Poitevent, Carréere & Denegre L.L.P. from May 19834arch 1992; currently a director of W&T Offshoiee.

Committee MembershijNominating and Corpora
Governance (Chairpersor
Compensatiol
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Peter Brown , age 51; a director since July 1, 2009; Chairnfd@rassmere 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 1990 until his retirement in Februar@20founded Entertainment Properties
Trust, a NYSE-listed real estate investment tinst,997 and served as its Chairman of the Boaitudtees until 2003; serves or has served
on numerous community and civic boards; formertjractor of National CineMedia, Inc. and Midway Gasninc. within the past five years
and a director of Embarq prior to July 1, 2009.

Committee Membership Audit; Risk Evaluatior

Richard A. Gephardt , age 69; a director since July 1, 2009; PresidadtChief Executive Officer of Gephardt Group, dtirdisciplined
consulting firm, since January 2005; consultarBaddman Sachs & Co. since January 2005; stratelyisar in the government affairs
practice group of DLA Piper between June 2005 aaddinber 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; curigrg director of Centene Corporation, Ford Motom@any, Spirit Aerosystems Holdings,
Inc. and United States Steel Corporation and afttireof Embarq prior to July 1, 2009.

Committee Membership Nominating and Corpora
Governanct

Thomas A. Gerke, age 53; a director since July 1, 2009; ExecWive Chairman, Regulatory and Governmental Affainsl Human
Resources, of CenturyLink, since July 1, 2009; €hiecutive Officer and President of Embarq Corfiorafrom December 2007 to

March 2008 in an interim capacity and by appointiiezm March 2008 to June 2009; General Coundedw and External Affairs of Emba
from May 2006 to December 2007 and was responfiblEmbarg’s Wholesale Markets business unit framuary 2007 to December 2007;
held various executive level positions at Sprinktdefrom 1994 to May 2006; prior to then, practiGes an attorney for Smith, Gill, Fisher &
Butts in Kansas City; a director of Embarq priodtdy 1, 2009.
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Gregory J. McCray , age 47; a director since 2005; Chairman and Ghietutive Officer of Antenova Limited, a Britisbrmpany which
develops and markets wireless components, sina@ada003; 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 President, U.S. EastegioReat Lucent Technologies from January 1994 &y 997; held engineering, product
management and other managerial roles at AT&T Biuifrom May 1984 to December 1993.

Committee MembershijNominating and Corpora
Governance; Risk Evaluatic

Class Il Directors (term expires in 2012):

Fred R. Nichols, age 63; has served as a director since 2003tprimvestor since March 2000; retired from Cox @Gamications, Inc. in
February 2000, where had had served as Executine Rfiesident of Operations since August 1999; Venlihus executive positions at TCA
Cable TV, Inc. (which was publicly-traded betwe@82 and its sale to Cox in 1999) from 1980 to 1988st notably serving as Chairman,
Chief Executive Officer and President from 19971989 and President and Chief Operating Officer fa®80 to 1997; also served on the
executive boards of (i) the National Cable TelarnshAssociation and the Cable Telecommunication®#iation, both cable industry trade
associations, (ii) Telesynergy, a cable televigiomgramming consortium, and (iii) C-SPAN, a calglevision network; prior to joining TCA
in 1980, worked as a commercial banker for ninesyaad as a certified public accountant with Parwick & Mitchell for three years.

Committee Membershij: Audit; Compensatiol

Harvey P. Perry , age 65; a director since 1990; nexecutive Vice Chairman of the Board of Directof€enturyLink since January 1, 20(
private investor since retiring from CenturyLinkbirecember 2003; joined CenturyLink in 1984, sendisgSecretary and General Counsel for
approximately 20 years and Executive Vice PresidadtChief Administrative Officer for almost fivegrs; prior to then, worked as an
attorney in private practice for 15 years.

Committee Membershij Compensatiol

10
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Laurie A. Siegel , age 62; a director since July 1, 2009; Senioe\Reesident of Human Resources and Internal Conuations for Tyco
International Ltd., a diversified manufacturing aseivice company, since January 2003; held vaposgions with Honeywell International
Inc. from September 1994 to December 2002, inclydffite President of Human Resources — SpecialtyeNads; prior to then, was director
of global compensation at Avon Products and a ppal®of Strategic Compensation Associates; a direzt Embarq prior to July 1, 2009.

Committee Membership Compensation (Chairpersa

Joseph R. Zimmel , age 56; a director since 2003; a business aaddial consultant since November 2002; Advisoryeblor of the Goldme
Sachs Group from December 2001 to November 2002alfiag Director of the Communications, Media & Etde@ment Group for the
Americas in the investment banking division of Go#th, Sachs & Co. from 1999 to 2001, after actinlylasaging 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 Systemsalmd formerly a director of Digitas Inc. withimet past five years.

Committee Membershi| Audit

Executive Officers Who Are Not Directors:

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

Karen A. Puckett , age 49; Executive Vice President and Chief Opegadfficer since July 2009; President and Chieéfaging Officer from
September 2002 until July 2009.

11
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R. Stewart Ewing, Jr. , age 58; Executive Vice President and Chief Firz@fficer.

Stacey W. Goff , age 44; Executive Vice President, General CownsgSecretary since July 1, 2009; Senior Viceitheas General Counsel
and Secretary prior to then.

Dennis G. Huber, age 50; Executive Vice President — Network andrimétion Technology since July 1, 2009; held variexscutive
positions at Embarq and its predecessor compamiesJanuary 2003 through July 1, 2009, most not@biyf Technology Officer and
Senior Vice President, Senior Vice President — G@e Strategy and Development and Senior Vicedtesof Product Development.

William E. Cheek, age 54; President — Wholesale Operations sincelJ@@09; President — Wholesale Markets for Emiframg May 2006
until July 2009; served in this role at the lo@étommunications division of Sprint Nextel Corgama 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.

David D. Cole, age 52; Senior Vice Preside- Operations Suppot
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CORPORATE GOVERNANCE

Governance Guidelines

Listed below are excerpts and summaries a&ireprovisions of our corporate governance guidelj which the Board reviews at least
annually. For information on how you can obtairoaplete copy of our guidelines, see Access to Information” below.

1. 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 anuwairbasis, the requisite skills and characterisifasew Board members as well as
the composition of the Board as a whole. This assest will include members’ independence qualiftcad, as well as consideration
of diversity, character, judgment, skills and exgece in the context of the needs of the Boartiatttime. It is the general sense of
the Board that no more than two management direstoould serve on the Boa

The Board expects directors who change the joksponsibility they held when they were electethtoBoard to volunteer to resign
from the Board. It is not the sense of the Boaed th every such instance the director should rezcdyg leave the Board. There
should, however, be an opportunity for the Bodndhiugh the Nominating and Corporate Governance Cigento review the
continued appropriateness of Board membership uhéerircumstance

On the terms and subject to the conditions sjgecih the Company’s bylaws, directors will be édetby a majority vote of the
shareholders and any incumbent director failingetieive a majority of votes cast must promptly tartads or her resignation to the
Board.

No director may serve on more than two other uhatiéid public company boards, unless this proluhiis waived by the Board. M
director may serve on the board of a company caruggtion that competes with the Company or isretlse likely to raise a
significant conflict of interest, unless such seevis approved by the Board. No director may beaged or nominated to a new te
if he or she would be age 75 or older at the tifnth® election or appointmer

The Nominating and Corporate Governance Commiti#eeview each director’'s continuation on thedd at least once every three
years.

Annually, the Board will determine affirmativelyhich of its directors are independent for purpagfesomplying with these
guidelines and the listing standards of the NewkY®tock Exchange, or NYSE. A director will not Ibelépendent for these purposes
unless the Board affirmatively determines thatdinector does not, either directly or indirectlyabgh the director’s affiliates or
associates, have a material commercial, bankinggudting, legal, accounting, charitable, familialather relationship with the
Company or its affiliates, other than as a diredtomaking these determinations, the Board witisider all relevant facts ai
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circumstances of both the director and theatior’s affiliates and associates, and the extenthich any such relationship could
reasonably be expected to interfere with the egerof independent judgment by the director. Inwveng however, will a director be
determined to be independent if any of the disdyialj events or conditions specified in Rule 3031) of the NYSE Listed
Company Manual apply to the director. A membethef Audit Committee of the Board will not be deenede independent unless
such member meets the standards set forth boliisiparagraph and Rule 10A-3(b) promulgated urfueSecurities Exchange Act
of 1934.

2. Director Responsibilitie

e Each Board member is free to suggest the inalusigtems on the agenda. Each Board member igdregise at any Board meeting
subjects that are not on the agenda for that ngeelime Board will review the Company’s long-termagtgic plans and the principal
issues that the Company will face in the futurardyat least one Board meeting each y

» Unless otherwise determined by the Board, wheraaagement director retires or ceases to be areatiployee for any other
reason, that director will be considered to hawigreed concurrently from the Boau

3. Board Committee

e The Board will have at all times an Audit Cométt a Compensation Committee and a Nominating anpoCate Governance
Committee. All of the members of these committedkhe& independent directors, as defined in Secti@bove

» The Chair of each committee, in consultation wlith committee members, will determine the freqyeard length of the committee
meetings consistent with any requirements set farthe committee’s charter. The Chair of each catte, in consultation with
members of the committee and others specifieddrctimmitte’s charter, will develop the commit’s agends

* The Board and each committee have the powere¢adependent legal, financial or other adviserthey may deem necessary,
without consulting or obtaining the approval of afficer of the Company in advanc

» Each committee may meet in executive session as aft it deems appropria
4. Chairman; Lead Outside Direct

« The Board shall elect from among its members air@tan. The Chairman may be a director who alscekasutive responsibilities,
including the CEO (an executive chair), or may he of the Company’s independent directors (a n@uatkve chair). The Board
believes it is in the best interests of the Compfanyhe Board to remain flexible with respect thether to elect an executive chail
a nor-executive chair so that the Board may provide fmcession planning and respond effectively to chariig circumstance
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» The non-management directors will meet in exgeusiession at least quarterly in conjunction wépularly-scheduled Board
meetings and will, subject to the other terms & garagraph, elect from among the independenttdire a lead outside director at
least annually. The lead outside director may addlitional meetings of the nananagement directors at any time. At all timesrdy
which the Chairman is a non-executive chair, athef functions and responsibilities of the leadsimlé director shall be performed by
the nor-executive chair

5. Director Access to Officers and Employe

« Directors have full and free access to officers amgployees of the Compar

» The Board welcomes regular attendance at each Boeeting of senior officers of the Compa
6. Director Compensatio

* Annually, the Compensation Committee reviewsaoecompensation and benefits, and recommendpmppsed changes to the
Board for approval

7. Director Orientation and Continuing Educat

e The Nominating and Corporate Governance Commidttedl maintain an Orientation Program for new atives. All new directors
must participate in the Company’s Orientation Paogrwhich should be conducted as soon as pracicdtdr new directors are
elected or appointe!

e The Company will also maintain a Continuing EdicaProgram for directors, pursuant to which il wndeavor to periodically
update directors on industry, technological andilagry developments, and to provide adequate regeuo support directors in
understanding the Compé's business and matters to be acted upon at bodrcoammittee meeting

8. CEO Evaluation and Management Succes

« The Nominating and Corporate Governance Commitideonduct an annual review of the CEQ'’s perfamme. The Nominating
and Corporate Governance Committee will providepeort of its findings to the Board of Directors {lwappropriate recusals of the
CEO and other management directors, as necessagppble the Board to ensure that the CEO is pirayidhe best leadership for t
Company in the lor- and shoi-term.

» The Nominating and Corporate Governance Commstteeld report periodically to the Board on suciesplanning. The entire
Board will consult periodically with the Nominatiramnd Corporate Governance Committee regarding pateuaccessors to the CE
The CEO should at all times make available hisasrracommendations and evaluations of potentialessors, along with a review
of any development plans recommended for such ichaiis.
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9. Annual Evaluatior

The Board of Directors will conduct an annuaf-gsialuation to determine whether it and its conteais are functioning effectively.
The Nominating and Corporate Governance Commitit@ageive comments from all directors and regorhually to the Board wit
an assessment of the Board’s performance, whidlb@itliscussed with the full Board. The assessméhtocus on the Board's

contribution to the Company and specifically foomsareas in which the Board or management beligaatghe Board could impro\

10. Recoupment of Compensati

In addition to any other remedies available m@ompany and subject to applicable law, if therBaa any committee of the Board
determines that any bonus, incentive payment, casion, equity award or other compensation awarded teceived by an
executive officer was based on any financial orrafieg result that was impacted by the executifie@fs knowing or intentional
fraudulent or illegal conduct, the Board or a Boamdhmittee may recover from the executive offider tompensation it considers
appropriate under the circumstances. The Boarddlasdiscretion to make any and all determinatiomder this paragrap

11. Stock Ownership Guideline

The Company expects its executive officers to hieradly own CenturyLink stock equal in market valigespecified multiples of the
annual base salary. For any year during which acwive does not meet his or her ownership tatigetexecutive is expected to h
a specified percentage of the CenturyLink stock i@ executive acquires through the Company’stgguimpensation programs,
excluding shares sold to pay taxes associatedthgtlacquisition thereof. (See “Compensation Disomnsand Analysis — Stock
Ownership Guidelin¢’ for information on the ownership multiples and hietfpercentages currently in effec

Unvested restricted stock and shares held thrthglCompany’s benefit plans count towards the oslip targets, which are
calculated based on trailing average stock prindsraviewed at least every three years. All exgeutifficers have three years from
the date they first become subject to a particodamership level to attain that target. The CompgosaCommittee administers the
guidelines, and may modify their terms and gramtislaip exceptions in its discretic

12. Standards of Business Conduct and Et

All of the Company’s directors, officers and eny@es are required to abide by the Company’s léaigding ethics and compliance
policies and programs, which include standardsusfriess conduct. The Compasiyprogram and related procedures cover all are
professional conduct, including employment poliognflicts of interests, protection of confidentiaflormation, as well as strict
adherence to all laws and regulations applicabteéaonduct of the Compé’s business
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* Any waiver of the Compang’policies, principles or guidelines relating tsime@ss conduct or ethics for executive officerdioectors
may be made only by the Board or one of its dubherized committees and will be promptly disclossdequired by applicable law
or stock exchange regulatior

Independence

Based on the information made available tth& Board of Directors has affirmatively deternurikat each of the directors, with the
exception of Messrs. Gerke and Post, qualifiesn@aadependent director under the standards reféorabove under “— Governance
Guidelines.” In making these determinations, thamlpwith assistance from counsel, evaluated resgsoto a questionnaire completed by
each director regarding relationships and possibiglicts of interest. In its review of directord@pendence, the Board considered all known
commercial, banking, consulting, legal, accountiitggritable, familial or other relationships anyedior may have with us.

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 undeMNN&E listing standards and our Corporate Goverad@haidelines, our Board examined
amount spent by us with those companies and by thesipanies 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.

Committees of the Board
During 2009, the Board of Directors held foegular meetings, six special meetings, and a tayostrategic planning session.

During 2009, the Board’s Audit Committee helde meetings. The Audit Committee is currently posed of five independent directors,
all of whom the Board has determined to be auditroiitee financial experts, as defined under theradsecurities laws. The Audit
Committee’s functions are described further belodar “Audit Committee Report.”

The Boards Compensation Committee met 12 times during 2088.Compensation Committee is composed of fivecttirs, all of whon
qualify as “non-employee directors” under Rule IBpromulgated under the Securities Exchange A&B8# and all of whom, other than
Harvey P. Perry, qualify as “outside directousider Section 162(m) of the Internal Revenue Cdtde.Compensation Committee is descri
further below under “Compensation Discussion andlygis.”

The Board’s Nominating and Corporate Govereagdemmittee (which we refer to below as the “NortimgaCommittee”) met six times
during 2009. The Nominating Committee is respomsibl, among other things, (i) recommending toBlbard 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 thealBd on succession planning for senior
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executive officers and appointing an interim CE@hd Board does not make such an appointment withinours of the CEO dying or
becoming disabled. For information on the directomination process, see-'‘Director Nomination Process” below.

The Board also maintains a Risk Evaluation &ittee, which met four times during 2009. The Rislaluation Committee is appointed
the Board to identify, monitor and manage riskthemCompany’s business, properties and employees.

Each of the committees listed above is compeséely of independent directors under the statsieaferred to above undet*
Governance Guidelines.”

If you would like additional information onghresponsibilities of the committees listed abglease refer to the committees’ respective
charters, which can be obtained in the manner hestbelow under - Access to Information.”

We expect all of our directors to attend aunwal shareholders’ meetings. Each of our diredtws in office attended the 2009 annual
shareholders’ meeting, other than one former diragho was then sick.

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 therpany’s secretary not more than
180 days and not less than 90 days in advancedirttt anniversary of the preceding ysashnual shareholders meeting. For the meetiny
year, the Board has nominated the four nominetllisbove unde“Election of Directors” to stand for election asa€$ | directors, and no
shareholders submitted any nominations. For fuitifermation on deadlines for submitting nominatidar our 2011 annual shareholders
meeting, see “Other Matters — Shareholder Nominatand Proposals.”

The written notice required to be sent by aogninating 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 cdvegh him, each proposed nominee and any othesgpepursuant to which the nomination
or nominations are to be made and (iv) varioustaiphical information about each proposed nomineduding principal occupation,
holdings of Voting Shares and other informationuieed to be disclosed in our proxy statement. Tdteca must also be accompanied by the
written consent of each proposed nominee to sexeedirector if elected, and an affidavit certifyithat each proposed nominee meets the
qualifications for service specified in the bylaarsd summarized below. We may require a proposednsanto furnish other reasonable
information or certifications. Shareholders intéeesin bringing before a shareholders’ meeting mayter other than a director nomination
should consult our bylaws for additional proceduegerning such requests. We may disregard anymadion or submission of any other
matter that fails to comply with these bylaw process.
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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 certageifpd drug offenses or engaged in actions thalockead to such an arrest or conviction.

In the past, the Nominating Committee has iclamed director candidates suggested by Commiteabers, 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, one adwholuntarily resigned in September 2009 duert@tconstraints. During the several
years preceding the merger, the Nominating Comenit¢ained, on an -needed basis and at our expense, national séarchtd help
identify potential director candidates, includimgee directors added to the Board between 2002@08. With respect to this year’'s meeting,
all of the nominees are incumbent directors witresal years of prior service on our Board or EmisaBpard. The Nominating Committee
may retain search firms from time to time in theufe to help identify potential director candidates

Under our corporate governance guidelinesNiti@inating Committee assesses director candida®sd on their independence, diversity,
character, skills and experience in the contexhefmeeds 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 assegsin 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 soughtaahindividuals from inside and outside of the gommications industry.

Of our current 14 directors, nine of them haxperience in the communications industry, eithesugh (i) acting as an executive of
CenturyLink or Embarg now or in the past (Messrstk8, Hanks, Perry and Post), (ii) acting as ametkee of a communications equipment
provider (Mr. McCray), a communications servicevpder (Mr. Nichols) or both (Mr. Owens), (iii) owmg and managing telecommunicati
companies (Mr. Melville), or (iv) acting as an isteent banker specializing in the communicationsigtry (Mr. Zimmel). Seven of our
directors are current or former chief executivea abmpany, five on behalf of communications congm(Messrs. Gerke, McCray, Nichols,
Owens and Post) and two on behalf of non-commubpitaicompanies (Messrs. Brown and Melville).

Five of our directors have recent experierating as directors of other publicly-owned compar(dr. Owens, Ms. Shern, Ms. Boulet,
Mr. Gephardt and Mr. Zimmel). Three of our direstbave substantial experience in fields importamur future success: (i) government
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relations (Mr. Gephardt), (ii) investment bankimgr( Zimmel), and (iii) human relations (Ms. SiegeThree of our directors formerly worked
as certified public accountants (Ms. Shern and kes$tanks and Nichols) and both of the other membépur Audit Committee are “audit
committee financial experts” as defined under #defal securities laws (Messrs. Brown and Zimnidijee of our directors are attorneys
who have represented telecommunication companissBgdulet and Messrs. Gerke and Perry). Two ofdinectors have experience in
international business (Messrs. McCray and Owemnsich we believe can bring fresh perspectives tolb&.-based business.

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, coupléll the judgment that each has exhibited anckitmevledge 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 maingackgrounds, perspectives, skills and expeegnc

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

Compensation Setting Process

The Compensation Committee hires consultimggito assist it in setting executive compensatsince late 2004, the Committee has
retained PricewaterhouseCoopers LLC to analyzeoompensation programs for our top executives amsidridirectors, including providing
benchmarking services. For additional informationttoe processes used by the Committee to set éxecaimpensation and payments made
to PricewaterhouseCoopers, see “Compensation Bigecuand Analysis.”

Risk Oversight

The Board oversees our risk management pracessinection with overseeing our corporate stiiaeand operations. The Board also
receives regular reports on risk management fraRikk Evaluation Committee. To a lesser degreeBthard monitors risk by receiving
reports from the other committees of the Boardti@aarly the Audit Committee.

Chairman and Lead Outside Director

Admiral William A. Owens serves as our Chaimaad lead outside director. As explained furtheoor website, you may contact
Mr. Owens by writing a letter to the Chairman arehd Outside Director, c/o Post Office Box 5061, kéen Louisiana 71211 or by sending
an email to boardinquiries@centurylink.coms indicated above, the non-management direoheest in executive session at least quarterly.

Mr. Owens was appointed as our Chairman aadl deitside director on July 1, 2009, as requiratbuour October 26, 2008 merger
agreement with Embarg. Prior to July 1, 2009, MreDs served as chairman of Embarq, and, priora #s the chief executive of a
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communications equipment provider and a satelitagany. We believe Mr. Owens’ service as our Chairtfiacilitates the post-merger
integration of the management and operations ofu@ghink and Embarg.

Waivers of Governance Requirements

Members of our Board are subject to our Cafemeovernance Guidelines, which, among other shipgphibit a director from serving on
more than two additional unaffiliated public compdioards. In addition to serving on our Board, RithA. Gephardt, William A. Owens
and Stephanie M. Shern serve on the board of direcf more than two unaffiliated public companiesconnection with appointing each of
them to the Board on July 1, 2009, the Board was@dpliance by each such individual with the abdeseribed service limitation, subject
to the understanding that this waiver permits sodividuals to serve only on the boards of the filigtled companies on which they were
then serving, unless and until the individual isnpiéed to accept a new directorship under our Gafe Governance Guidelines then in ef
due to any future reductions in the number of tigdvidual’s directorships, any future changes iarsguidelines, or any future additional
waivers granted by the Board.

In addition to serving on our Audit Commitgiace July 1, 2009, Ms. Shern currently servesheraudit committees of three other
unaffiliated public companies for which she is @atibmember. Consistent with the NYSE listing stadslaeach member of our Audit
Committee may serve on no more than two public @m@mudit committees in addition to our Audit Cortte@ without the review and
approval of our Board of Directors. Our Board ofdgitors has discussed with Ms. Shern her audit dtteememberships and has evaluated
the demands on her time. Based on these discussianBoard of Directors concluded in mid-2009 thist Shern’s service on three other
public company audit committees would not impair &leility to serve effectively on our Audit Comneaié.

In early 2010, Ms. Shern discussed with thai@man her time and travel commitments, as wethaslesirability of reducing the size of
the Board. Following these conversations, Ms. Shadthe Nominating Committee agreed that Ms. Stvawld serve through the end of her
current term ending at the meeting on May 20, 2@1@hich time the size of the Board would decrdesm 14 to 13.

Access to Information

The following documents are filed as exhibit®ur Annual Report on Form Ifor the year ended December 31, 2009, and are¢as
our website at www.centurylink.com

» Corporate governance guidelir
» Charters of our Board committe

» Corporate ethics and compliance prog!
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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, 2010, .
we are submitting that appointment to our sharedrsléor ratification at the meeting. Although shmieler ratification of KPMG's
appointment is not legally required, we are subngtthis matter to the shareholders, as in the, pash 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 disiore select a different independent auditor attmg 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 2010 finmh statements, we entered into an engagemeet ieith KPMG LLP which sets forth the
terms by which KPMG will provide audit servicesus. That agreement is subject to alternative déspegolution procedures and excludes
punitive damage claims.

The following table lists the aggregate feed aosts billed to us by KPMG and its affiliates floe 2008 and 2009 services identified
below:

Amount Billed

2008 2009
Audit Fee<®) $2,793,00! $4,925,00!
Audit-Related Fee(@ 101,00( 118,00(
Tax Fee® 181,00( 296,00(
Total Fees $3,075,00! $5,339,00!

(1) Includes the cost of (i) services rendereddnnection 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 gederal accounting consulting servic
(3) Includes costs associated with (i) assistamgeeparing income tax returns (which were appnately $111,000 in 2008 and $128,000
in 2009), (ii) assistance with various tax audithich were approximately $23,000 in 2008 and $28j06Q009), (iii) assistance with

our pending acquisition of Embarq (which were agpmately $17,000 in 2008 and $80,000 in 2009), @wdgeneral tax planning,
consultation and compliance (which were approxitge&80,000 in 2008 and $60,000 in 20C

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 revieglides an evaluation of whether the provisionaf-audit services by our independent
auditor is compatible with maintaining the audisoindependence in providing audit and audit-relatdices. The Committee’s procedures
prohibit the independent auditor from providing amon-audit services unless the service is permitteter applicable law and is pagprovec
by the
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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 miscellaneouseaxces that do not constitute discrete
and separate projects. The Chief Financial Offiseequired periodically to advise the full Commétof the scope and cost of services not
pre-approved by the full Committee. Although apglile regulations waive these pre-approval requirgsna certain limited circumstances,
the Audit Committee did not use these waiver prionis in either 2008 or 2009.

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

Ratification of KPMGS$ appointment as our independent auditor for 20ill0equire the affirmative vote of at least a it of the voting
power present or represented at the meeting.

The Board unanimously recommends a vote FOR this proposal.
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 ofrtarnal control over financial reporting,
and to issue reports thereon. The Committee’s respility is to monitor and oversee these processed, subject to shareholder ratification,
to appoint the independent auditor.

In this context, the Committee has met and dedcussions with management and our internatensdand independent auditor for 2009,
KPMG LLP. Management represented to the Committaedur consolidated financial statements weregrezpin accordance with generally
accepted U.S. accounting principles. The Commiiegereviewed and discussed with management and KibllGonsolidated 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.

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 tar&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, 2009.
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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 (Chairmal
Fred R. Nichol¢

Joseph R. Zimmu

Peter C. Browr

Stephanie M. Shel

PROPOSAL TO CHANGE NAME
(Item 3 on Proxy or Voting Instruction Card)

The Board has unanimously approved a progbaathe shareholders adopt an amendment to tiskeardf incorporation to change our
name from “CenturyTel, Inc.” to “CenturyLink, Inc.”

The name change is intended to conform thepaoiyls corporate name to the “CenturyLink” tradepraadopted in mid-2009 as part of
our rebranding strategy following the Embarg merfée believe the “CenturyLink” tradename betteradibes the full range of our
communication services than our prior tradenameinially began using our “CenturyLink” tradenarnmemediately upon completing the
Embarg merger on July 1, 2009, and began usingaéeturyLink” tradename in our customer communications, buildiggage and vehicl
several months later. As the final step in thigaeding initiative, we now wish to amend the aggcbf incorporation to conform our legal
name to our new tradename.

The legal name change will not be costly tplement. Virtually no new advertising costs will feguired because we have already
substantially completed our introduction of the @eylink tradename and logo in our operating mask®@{e intend to retain our stock trad
ticker symbol “CTL."The name change will not affect the validity oms#erability of stock certificates currently outstiing, and you will nc
be required to surrender or exchange any certficabw held by you.

To be adopted, the proposal to amend thdestaf incorporation to change our name must recaivaffirmative vote of the holders of
two-thirds of the voting power present or represdrat the meeting. If adopted, the amendment witbme effective promptly after the
meeting as soon as we file with the Louisiana Sapyef State the certificate required under siate

The Board unanimously recommends a vote FOR this proposal.

PROPOSAL TO APPROVE THE CENTURYLINK 2010
EXECUTIVE OFFICER SHORT-TERM INCENTIVE PLAN

(Item 4 on Proxy or Voting Instruction Card)
Our Board has adopted the CenturyLink 201Cchtiee Officer Short-Term Incentive Plan (which s@metimes refer to herein as the Plan
or Incentive Plan), subject to shareholder apprav#he meeting. The Plan is designed to providanitial incentives to executive
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officers to make significant, objectively measueabbntributions to our overall performance and dghows a key component of our execut
compensation program, the Plan is intended to gtivem our ability to attract and retain memberthefexecutive officer group. We propose
to pay annual incentive bonuses to our executifieass for 2010 and future years under the Plan.

The principal features of the Plan are summearbelow. This summary is qualified in its engirdtowever, by reference to the full text of
the Plan, which is attached to this proxy staterasippendix B

Purpose of the Proposal

Under Section 162(m) of the Internal Revenode; we may not deduct more than $1 million per j@acompensation paid or accrued to
the Chief Executive Officer or our four other mbgjhly-compensated executive officers. However ti8acl62(m) provides an exclusion
from the $1 million per officer tax deductible liration for qualified performance-based compensdtian satisfies certain requirements,
including shareholder approval. We are submittheg®lan for shareholder approval to qualify theumhincentive bonus to be paid to each
participating executive officer under the Plan efg@rmance-based compensation and therefore ngctub the Section 162(m) limitation.

The Plan is virtually identical to our predsser plan, the 2005 Executive Officer Short-Tereehtive Program, which was in effect from
January 1, 2005 until December 31, 2009. For plaaispermit a company’s compensation committeelkecs the goals for a given
performance period from a list of such goals presig-approved by shareholders, Section 162(m) reguhat the shareholders re-approve
that plan at least every five years.

Terms of the Plan

Administration of the Plan . If approved at the Meeting, the Plan will be adistered by the Compensation Committee, or a subttige
thereof (which we collectively refer to as the Coittee), of the Board of Directors of the Companyiat will have the power to designate
participants, establish performance goals and tisg=; adopt appropriate regulations, certify ag&achievement of performance goals, and
make all determinations necessary for the admatistr of the Plan.

Eligibility . Any executive officer may be designated by thenButtee as a participant in the Plan for any yAathe time of the meeting,
we expect to have seven executive officers eligibllee designated as participants. The Committdedesignate prior to March 31 of each
year the executive officers of the Company who paliticipate in the Plan that year. Executive @fficwho are not named as participant
the Plan will participate in other short-term intiea plans of the Company similar to the Plan bhtolr may include a discretionary
component based on individual performance.

Incentive Bonus . Under the Plan, each participant will be eligitdébe paid an incentive bonus based on the aahieneof pre-
established quantitative performance goals. Ther@Gitiee will establish the performance goals forhegear prior to March 31. The
Committee will set the range of potential bonus rsdor each participant, usually stated as a péage of the participant’s base salary. If
using more than one performance goal, the Committite
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determine the relative weight given each goal. afmeunt of any bonus will be objectively determimalals the participant’s actual bonus will
depend upon the degree to which the performands goaachieved.

The performance goals for each year will beeldlaupon one or more of the following criteria tielg to the Company or one or more of our
divisions, subsidiaries or lines of business: metm equity, cash flow, assets or investment; $todder return; target levels of revenues,
operating income, cash flow, cash provided by dpegactivities, earnings or earnings per sharstamer growth; customer satisfaction; or
an economic value added measure. The Committele'stiam of performance criteria from this list atié targets the Committee chooses to
assign to such selected performance criteria mayaraong participants and across performance periear any performance period, the
performance goals may be measured on an absokitedraelative to a group of peer companies sedeby the Committee, relative to
internal goals or industry benchmarks, or relatovéevels attained in prior years. Performance messents will be adjusted as specified
under the Plan to exclude the effect of non-rengrtiansactions and changes in accounting standatrdise time it sets performance goals,
the Committee may define the terms listed aboviesess fit. Although the Committee typically edisles a single annual bonus, it may
subdivide any year into two or more performancequist

No participant may be paid a bonus under the Bf more than $3.0 million for any year. The Coittee has discretion to decrease but
increase the amount of the bonus paid to a paatitiffom the amount that is payable under the texntise pre-established criteria for the
applicable year. The Committee may determine toqmawses under the plan in whole or in part icg8h, (i) Common Shares, or (iii)
restricted stock or restricted stock units, in vandase such stock or units will be paid under drii@ Company’s stock-based incentive plans
that provide for such types of grants. Prior toghgment of annual bonuses under the Plan, the Gi@ermust certify that the performance
goals and the applicable conditions to the payroétite bonus have been met.

Forfeiture of Prior Compensation . Under the Plan, our officers will forfeit certaiftheir awards if at any time during their emptwnt
with us or within 18 months after termination of @oyment they engage in activities contrary or Hairo our interests. The Compensation
Committee is authorized to waive these forfeiti@vjsions if it determines in its sole discretidrat such action is in the best interests of the
Company.

Termination of Employment . If, after more than 90 days into a Plan yearidigipant’s employment terminates as the resudtisdibility,
death, or retirement (on or after attaining agéaidwing the completion of five full years of engyment), the participant or his heirs or
beneficiary will be entitled to receive a pro rptation of the bonus that would otherwise be pagdlalsed on the achievement of the
performance goals for that period. In all otheuaions, if employment is terminated during a Blaar for any other reason, the participant
will not receive an award for that year unlessG@uenmittee determines otherwise in its discretionrdess otherwise provided in a change of
control agreement between that participant ancCirapany.

Amendmentsto the Plan . The Committee may amend, suspend, or terminat®idn at any time. Any amendment or terminatiothef
Plan shall not, however, affect the right of a
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participant to receive any earned bonus for a cetaglperformance period that has not yet been paid.

Term of the Plan . The Plan applies to each of the five calendarsydaring the period beginning January 1, 2010eading
December 31, 2014, unless terminated earlier b tiramittee.

Bonusesto be Paid . If the Plan is not approved at the Meeting, welldaot make any incentive awards to participamideu the Plan, bi
participants would instead be permitted to partitéan the Companyg’other bonus plans in order to provide total camspgon commensur
with their responsibilities. Nothing in the Plarepludes the Board of Directors or its committeestfimaking additional payments or special
awards in their discretion outside of the Plan thay not qualify as performance-based compensatider Section 162(m).

Plan Benefits

For fiscal 2010, seven executive officers hia@en named as participants. For information dlsddonuses that would have been paid to
these individuals under the Plan for the last figear if the Plan had been in effect, please se@inounts reported in the non-equity plan
compensation column of the Summary CompensatioteTalhich may be found under “Executive Compensgatio Overview”.

Equity Compensation Plan Information

The following table provides information asiécember 31, 2009 about our equity compensatiamsplinder which shares of our comr
stock are authorized for issuance:

(©

(@ Number of securitie

Number of securitie remaining available f(

to be issued upc (b) future issuance und

exercise o Weightec-average exerci: plans (excluding
outstanding option price of outstandini securities reflected i
Plan Categor and rights options and right column (a))

Equity compensation plans approved by shareho 9,318,55. $ 37.8¢ 5,300,45(1)
Equity compensation plans not approved by shares 543,032 — 20,550,000)

Totals 9,861,58 $ 37.8¢ 25,850,45

@) This amount includes 4,115,411 shares remainirg tgranted under our shareho-approved employee stock purchase

(@ Represents restricted stock units outstanding uinéeEmbarg Corporation 2008 Equity Incentive Planich we assumed in connect
with our merger with Embarqg and have subsequeatipmed. We describe this plan further below aret ttefit as the Legacy Embarq
Plan.
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®  These amounts represent Common Shares issual#te amvards available to be granted under the LeBatyarq Plan. We also
assumed in connection with the merger awards tutstanding under other predecessor plans of Endatdts former parent compa
but have no intention of making further awards uritlese plans. In addition to the numbers listethéntable, 6,276,192 of our
Common Shares are issuable under option awardgedrander these plans with an weighted averageiegeprice of $38.27 per sha

In connection with our merger with Embarq, @fhclosed 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 heybat date. In accordance with NYSE rules, wendtto limit issuances of equity awa
under the Legacy Embarq Plan to our employees wédre employed by Embarq prior to the merger. Theatgdmbarq Plan will be
administered by the compensation committee of aard of Directors, which may delegate some ofutharity to the chief executive offict
subject to certain exceptions. An aggregate 200B8E0shares of our Common Stock (as adjusted pursu#me merger agreement) may be
issued under the Legacy Embarq Plan. The comnritisemake awards of qualified or nonqualified stopkons with a maximum term of :
years, restricted stock or restricted stock usitsck appreciation rights, performance shares #émet stock units. Each share awarded
stock option or stock appreciation right will reéutie maximum number of available plan shares leystiare, while each share issued as any
other type of award will reduce the maximum by ¢hsbares. Shares surrendered in payment of theigx@rice of options or stock
appreciation rights or in payment of withholdingea are not eligible for reissuance under the Le@aubarg Plan. No participant may be
granted more than 1,370,000 shares in optionsook stppreciation rights and 685,000 shares ofth#troaward types in a calendar year. In
addition, the maximum cash-based award under tgadyeEmbarqg Plan that may be paid, credited oedest a participant in any calendar
year is $7.5 million. Our Board amended the Legambarq Plan in early 2010 to, among other thingfect these merg-adjusted share
limitations and conform the administration and aeanf control provisions to those of our other tanding equity incentive plans.

Vote Required

Approval of the Plan requires the affirmatinate of the holders of at least a majority of tle¢ig power present or represented by pro»
the meeting. See “General Information”.

The Board unanimously recommends a vote FOR this proposal.
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SHAREHOLDER PROPOSALS
(Items 5 through 8 on Proxy or Voting Instruction Card)

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

We expect Items 5 through 8 to be presenteshbyeholders at the meeting. Following SEC rul#sr than minor formatting changes, we
are reprinting the proposals and supporting statésrees they were submitted to us. We take no resipitity 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, addresseshargholdings of any co-sponsors. Adoption of ed¢hese four proposals requires the
affirmative vote of at least a majority of the viipower present or represented at the meeting.

The Board recommends you vote AGAINST Items 5 throgh 8 for the reasons we give after each one.
Network Management Practices Report Proposal (Itend)

The following proposal was submitted by Tuiti Asset Management Corporation, 711 Atlantic Awer@pston, Massachusetts 02111-
2809.

“The Internet is becoming the defining infrasture of our economy and society in thesEntury. Internet Service Providers (ISPs) like
our company forge rules that shape, enable and liv@rnet use.

As such, ISPs have a weighty responsibilitgiénising network management practices. ISPs mustfgr-ranging thought to how these
practices serve to promote — or inhibit — publictiggpation in the economy and in civil society.

Of fundamental concern is the effect ISRst\work management practices have on public exfi@ataof privacy and freedom of expres:
on the Internet.

Whereas:
» The Internet serves as an engine of opportunitgdaral, cultural and civic participation in sogig
* 46% of Americans used the Internet, email or tegssaging to participate in the 2008 political pes;

» The Internet yields significant economic bendfitsociety, with online U.S. retailing revenuesonly one gauge of e-commerce —
exceeding $200 billion in 200

» The Internet plays a critical role in addressingisi@l challenges such as provision of healthaaith, over 8 million Americans looking fc
health information online daily
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» There is abundant evidence that Americans armathabout Internet privacy. A recent study of maladvertising by researchers at the
University of Pennsylvania and the University ofifdania, Berkeley, found that “most adult America(66%) do not want marketers to
tailor advertisements to their interests. Moreowdren Americans are informed of three common whgsharketers gather data about
people in order to tailor ads, even higher perggg— between 73% and 8€é—say they would not want such advertisi

» Class action lawsuits in several states are clgiltgrthe propriety of ISF network management practici

 Internet network management is a significant jputdlicy issue; failure to fully and publicly adehs this issue poses potential competitive,
legal and reputational harm to our Compe

» Any perceived compromise by ISPs of public exgahs of privacy and freedom of expression onlihernet could have a chilling effect
on the use of the Internet and detrimental effentsociety.

» In 2008, CenturyLink’s practices became the stthjé national controversy and the target of a m&jongressional investigation. The
company had entered into partnerships with an erdilvertising company, NebuAd, which allowed fogéded advertising to customers
based on which web sites the customers liked it iasportantly, customers were required to “opt“‘af a Plan in which many were not
aware they were enrolle

* In 2009, this proposal attracted 30.49% of thee ve a clear indication of significant shareholdencern. Since then CenturyLink has not
taken any steps to address these is:

Resolved: shareholders request the board &sseport by October 2010, at reasonable expertseanfidential information, examining the
effects of the company’s Internet network managemeactices in the context of the significant palgblicy concerns regarding the public’s
expectations of privacy and freedom of expressiothe Internet.”

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

CenturyLink’s emphasis on providing and expagdccess to Internet services in rural areassamall towns in the United States fosters
the freedom of expression of hundreds of thousahg@sople residing in those underserved areashOsiness practices are designed to
promote, among other things, freedom of expresgiomacy and other fundamental personal freedonus.ghployee policies and guidelines
reflect these goals by incorporating ethical ppites stressing the critical importance of the priweghts of our customers and the
confidentiality of their information. Our commitmieto expanding Internet access to rural areas avadl sowns has enhanced freedom of
expression, participation in the Internet-basechenty and a sense of community in those areas. \Afe she proponents’ desire to promote
privacy and freedom of expression on the Interaued, are continually evaluating and addressing thesses in our business practices and the
communities in which we operate. We are
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committed to evolving and enhancing these practésalso have a strict requirement of complianite W.S. government policies.
Therefore, we believe that the preparation of gport requested by the proposal is unnecessaighindf our current efforts and established
policies and practices relating to privacy anddie@a of expression.

Our Board and management invest significanétand resources to ensure that our services distepgromote, and are consistent with,
our goals and initiatives regarding the improvenddrgrivacy and freedom of expression. Our managemsecontinuously studying policies
for the acceptable use of customer informatiomuee that we provide our customers with the bessiple service while safeguarding their
privacy. In particular, we have formed a managemenimittee that reviews industry procedures regagrgrivacy and makes
recommendations regarding the effective implementaif procedures that will further protect thevady of our customers. Management has
also developed and put in place a comprehensivef peflicies that strictly prohibit employees frariewing or distributing customer
information other than that required for properyismn of services.

Although we cooperate with government ageneigsch request data from us from time to time,ame committed to the goal of
preventing the dissemination of our customers’rimi@tion to the maximum extent possible. Our legglattment reviews each request for
information from government agencies to determimeefgropriety of such request (unless the matter@uitine tax audit, safety or health
inspection, employment law review or any other Emioutine matter). We do not divulge customeoinfation unless the request is made
through a subpoena, warrant or other lawful means.

In short, we believe our dedication to prorglinternet access to rural communities fostetsdioen of expression and our current
confidentiality policies and procedures providestahtial protection of our customers’ privacy. Feparation of a report on this subject
would be an unnecessary cost to us and our shaesiol

Limitation on Executive Compensation Proposal (Iten)

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

“Resolved, the shareholders request that gr@uyLink Board of Directors take the steps nesgst adopt a policy that future
employment contracts with the senior executivesethin the proxy statement shall limit executive pemsation to a competitive base sal
an annual bonus of not more than fifty percentadfeébsalary, and competitive retirement benefits.

Supporting Statement: We believe that the aamption of our company’s executives is excessive.

The executive compensation policies describelde 2009 proxy statement assume that senionugixes ought to be paid multiples of tr
base salary in annual and long-term equity “ince#i if they exceed targeted performance metricadidition to retirement benefits and
“other compensation” that includes “dividends paid. . . unvested restricted stock.” We submit thdbes not make sense to think that such
a broad array of compensation components may ralijeenhance the performance of our senior exeesitiv
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In the three years of 2006-2008, for exam@len F. Post Ill, Chairman and CEO of our compaegeived a salary averaging $1,000,000
per year, which the 2009 proxy statement descale'ss competitive fixed salary.” However, the Sumyn@ompensation Table discloses that
Mr. Post was credited with an annual average of88462 per year during those three years, attdals nearly nine times the amount of
“competitive fixed salary.”

Similarly, R. Steward Ewing, the Executive &iPresident and Chief Financial Officer, was palihse salary averaging $557,828 per year
in 2006-2008. Yet, his total compensation for thibsee years averaged $3,449,521, more than sestthat base amount.

We believe that our company needs compensptiticies that are more focused and transparemttrview, it is simply nonsense to
assume that an executive may be motivated by “ihes{ to enhance the level of his or her perforoahy a factor of more than 50%. In
addition, it does not make sense to continue thepamy policy that executives may be paid “threestinthe [annual] bonus payable for
attaining the target level of performance” if tiedevant metric merely improves to at least “105%heftarget amount.” (See 2009 Proxy
Statement, p. 45). In 2008, for example, the anbaals of Mr. Post could have been increased ftendrget level of $650,000, to as much
as $1.95 million, a 300 percent increase, if thmgany attained a mere 5 percent increase in theael metrics.

Finally, we are concerned that high awardisoéntive pay may encourage risky behavior. As & Nerk Times report noted
(November 17, 2008), ‘There is a widespread bdfiaf the way Wall Street awarded bonuses in regeants helped feed the risky behavior
that eventually created big losses . . . and hetpeate the current [economic] crises.”

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

We believe that we must have the flexibiliytailor compensation packages to meet competitizeket conditions in order to attract and
retain executives in our highly competitive indystesigning a compensation package that will ¢iffety motivate an executive officer to
excel while taking into consideration the finan@ad performance goals of our company is a diffiand complex task. This proposal does
not account for the numerous factors that mustdnsidered in determining appropriate compensatimhralies instead on an arbitrary figure
that will severely limit our flexibility in creatijm compensation plans that support our goals anddymu us at a competitive disadvantage in
the marketplace for top executives.

We have adopted performance-based compengdtinoa designed to align the interests of our etkeesiwith those of our shareholders by
utilizing awards of annual and long-term incentieanpensation. The Compensation Discussion and Aisadyppearing elsewhere herein
describes the philosophy, objectives and prinaipaiponents of our executive compensation plansal&&ommitted to compensation plans
that are fiscally responsible, and our sharehadgigrroved shorterm bonus plan already includes an annual limithenamount of bonuses
can pay to our executives. The proposed arbitiary bn incentive compensation will limit the Comzation Committea’ ability to align ou
executive’s interests with those of the company @mndshareholders and will make it more difficalfrovide incentives for our executives to
achieve our performance goals.
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The Board believes that the Compensation Cdtaenis in the best position to determine compémsd#ior our executive officers that is
competitive and provides incentive opportunitiedkéid to CenturyLink’s performance. As explainedHar in our response to Item 8, the
Committee is comprised solely of independent daesctvho have a fiduciary duty to establish plarsg #re in the best interests of the
shareholders. As further noted in that respongeCttmmittee works carefully with independent cotasuk to design compensation plans that
emphasize pay for performance in a competitive etptiice for talent. Additionally, the Committee ipdically reviews executive
compensation to determine whether our compensptans provide incentives for excessive risk taking.

Unlike the Wall Street bonus practices citbdwe by the proponent, we do not believe that mcemtive programs created undue risk. In
fact, the Compensation Committee has been adviséd ndependent consultant that the amount ofasunual bonuses over the past couple
years was generally lower than the average anmmldes paid by our peer compan

In short, the Board believes that adoptiothefproponent’s arbitrary and formalistic incentoap would place us at a substantial
disadvantage in attracting, motivating, and retajrthe best leadership talent in today’s competigmvironment and in the future by capping
the incentives that may be paid to the executifiears.

Executive Stock Retention Proposal (Item 7)

The following proposal was submitted by theaRbof Trustees of the International Brotherhooglefctrical Workers Pension Benefit
Fund, 900 Seventh Street, NW, Washington, DC 20001.

“Resolved, that stockholders of CenturyTet, IfiCompany”) urge the Compensation CommitteehefBoard of Directors (the
“Committee”) to adopt a policy requiring that senéxecutives retain a significant percentage ofeshacquired through equity compensation
plans until two years following the terminationtb&ir employment (through retirement or otherwiseld to report to stockholders regarding
the policy before Company 2011 meeting of stockéiddThe stockholders recommend that the Committéadopt a percentage lower than
75% of net after-tax shares. The policy should esklthe permissibility of transactions such as imgdigansactions which are not sales but
reduce the risk of loss to the execution.

Supporting Statement: Equity-based compensagian important component of senior executive pemsation at Company.

Requiring senior executives to hold a sigaificportion of shares obtained through compensalims after the termination of employm
would focus them on Company long-term success anddabetter align their interests with those of Quamy stockholders. In the context of
the current financial climate, we believe it is ienative that companies reshape their compensatilicigs and practices to discourage
excessive risk-taking and promote long-term, soatale value creation. A 2002 report by a commissiofihe Conference Board endorsed
the idea of a holding requirement, stating thatdng-term focus promoted therebyay help prevent companies from artificially prappug
stock prices over the short-term to cash out opteomd making other potentially negative short-tdeuisions.”
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Company’s Compensation Committee states ksstealign the interest of senior managers withltimgterm interests of shareholders |
as of March 30, 2009, the Company had no secuntyeoship requirements or guidelines for senior aiees, as it believes such
requirements could cause hardships for officerh eiss tenure or lower net worth, and becauseadt sw no compelling need.

Company must do more to ensure that equitypemsation builds executive ownership. We want ttharage Company to develop a
retention requirement approach which would be sap&y a stock ownership guideline because a gudédbses effectiveness once it has
been satisfied.

We urge stockholders to vote for this propdsal
The Board recommends that you vote AGAINST this prposal for the following reasons:

The Board agrees with the proponent that gaguimership by executive officers serves to aligmlbng-term interests of our senior
executives and shareholders. For this reason,binuBey 2010, our Compensation Committee adopterk stavnership guidelines that require
our executive officers to hold a meaningful amoofmbur stock. As described further below, the Bdaetieves that our new stock ownership
guidelines, in conjunction with our performancedzhsompensation programs, successfully align ttezdnts of our executive officers with
those of our shareholders, making the adoptioh@ttrrent proposal unnecessary. Additionally Bbard believes that adoption of the 75%
threshold suggested by the proponent is an unrerilgssnerous restriction which may cause hardéhigpur executive officers and put us at
a competitive disadvantage for attracting and nitgi executive officers.

Our stock ownership guidelines (which are a$sed further in “Corporate Governance — Govern&uidelines” and “Compensation
Discussion and Analysis — Stock Ownership Guidaliheequire our CEO to beneficially own CenturyListock with a value of at least five
times his annual base salary and all other exezafificers to beneficially own CenturyLink stockttvia value of at least three times their
annual base salary. Each executive officer hag tyears to attain these targets. We believe tleattstock ownership guidelines will
accomplish the proponent’s intended purpose ohalggexecutive and shareholder interests througityegwnership.

Additionally, our executive compensation plans designed to provide performance-based compensand to align the interests of our
executives with those of our shareholders by itigjzawards of restricted stock, restricted stodiksustock options and other incentive
compensation. Our restricted stock grants typicatist over at least three years so that our exesautealize full value from the grants only
after serving the company for three or more y€eHs. value realized upon vesting is directly tiedh® long-term appreciation of our stock
price over the vesting period, which benefits Brgholders. By virtue of our incentive plans andmewly adopted stock ownership
guidelines, we believe we have already fulfilled tentral objective of this shareholder proposal.

While it is essential that our executive doffic have a meaningful equity stake in our comptingyBoard also believes that it is important
that we do not place undue hardships on our exaxofficers and do not disable them from being adlerudently manage their personal
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financial affairs. The adoption of this policy wdulmit our executive officers’ abilities to engaimeestate planning, portfolio diversification
or charitable giving. As a result, if the proporiemblicy were adopted, we believe it would be maiféicult to recruit, motivate and retain
talented executives, which would ultimately be ide¢ntal to the long-term interest of our compang ahareholders.

We do not believe that the type of retentiofiqy described in the proposal is common praciiceng our company'’s peers. As such, the
adoption of this proposal would put us at a contipetidisadvantage relative to our peers who dchawe such restrictions and therefore are
able to better balance equity and cash compensatiometain the types of experienced officers Weaheed in order to succeed in a highly
challenging and competitive environment.

Executive Compensation Advisory Vote Proposal (Iten8)
The following proposal was submitted by thel AFIO Reserve Fund, 815 Sixteenth Street, N.W., Magon, DC 20006.

“RESOLVED: The stockholders of CenturyTel, .Ifihe “Company”) recommend that the Board of Dines (“Board”) adopt a policy
requiring that the proxy statement include a prapagibmitted and supported by Management, seadraglvisory vote of shareholders to
ratify and approve the report of the Committee @am@ensation and Executive Development, and theutixeccompensation policies and
practices described in the Compensation DiscussionAnalysis.

Supporting Statement: Investors are incre&sicgncerned about runaway executive compensatidrita disconnect with performance. In
2009, stockholders filed nearly 100 “Say on Pagbtations. The proposals received, an average,afade votes and passed at more than 20
companies—demonstrating strong shareholder sufgrattis reform.

A 2009 report by an executive compensatiok tace of the Conference Board recommends thapemres restore investors’ trust in the
ability of boards to oversee executive compensgilans by ensuring that the plans are “transpatgmterstandable and effectively
communicated to shareholders.”

“If shareholders need a vote on one issus,gekecutive remuneration,” states a September 288&t on Lessons from Say on Pay in the
UK by Railpen Investments and PIRC Limited. Publicnpanies in the United Kingdom have let sharehsldast a vote on the “directors’
remuneration report,” which discloses executive gensation, since 2002. Such a vote is not bindinglves shareholders a clear voice that
could help shape executive compensation.

“Say on Pay promotes a dialogue between invesind boards and encourages investors to engtgbomrds on a readily understandable
issue, where interests may conflict,” Sir AdriardBary, author of the 1992 Cadbury Report on UK @oape Governance, observed. “It is
also a litmus test of how far boards are in toudh ¥he expectations of their investors.”

An advisory vote establishes an annual retrenprocess for shareholders on executive compensatthe Named Executive Officer
(“NEOs"). We believe this vote would give our Compauseful information about investors’ views on NE@mpensation. More than 25
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companies, including Apple, Hewlett-Packard, In@tcidental Petroleum, Verizon and Microsoft, halready agreed to such a vote.

RiskMetrics Group, the influential proxy vagiservice, backs these proposals. “RiskMetrics erages companies to allow shareholders
to express their opinions of executive compensgiiaatices by establishing an annual referendurogs® An advisory vote on executive
compensation is another step forward in enhanairgdaccountability.”

Congress is expected to soon pass legislationrmirguan annual advisory vote on pay. However, wiebe companies should demonsti
leadership and proactively adopt this practice.

We urge you to vote FOR this proposal.”
The Board recommends that you vote AGAINST this prposal for the following reasons:

The Board supports the movement towards sbitehinput on executive compensation. As explafiuether below, however, the Board
recommends a vote against this particular propatsthlis time. First, the Board believes it will @dvantageous to defer action until 2011 to
monitor legislative and other developments. Seconthe interim, we believe we will continue to pide effective avenues for shareholders
to express their views on our executive compensgiiograms. Finally, we believe this specific preglds flawed.

Currently, an increasing number of U.S. conggmare exploring various ways to provide meanihgffiareholder advisory votes on their
executive compensation, several of which inclugguiees not included in the proponent’s proposaleB# other companies that received
governmental funding are implementing advisory satendated by law. Meanwhile, leaders of the Udgtess are exploring different
forms of advisory votes designed to apply to alLpublic companies. Rather than adopt the progtproposal, the Board believes it
preferable to monitor developments over the neat gad carefully review the various types of adwismtes devised by others. If, over the
next year, advisory votes are mandated by lawlfds.&. public companies, we will comply with thossguirements. If no such advisory vote
is required by law by the time of our 2011 Annubb&holders Meeting, then our Board expects, baseuirrent circumstances, to develop a
shareholder advisory vote policy to be implemeraiedur 2011 Annual Shareholders Meeting.

Our compensation programs, like those of n@mgpanies, involve a wide range of consideratiaagjescribed in “Compensation
Discussion and Analysis.” As noted above, curretitére is no unified approach on implementing dhalder advisory votes to allow
meaningful shareholder input regarding the wideeanf executive compensation considerations. Wieveethat the best approach to
designing a meaningful advisory vote policy is llova our Compensation Committee time to considervrious alternatives. Following the
Embarq merger, the membership of our Compensationrittee changed substantially. Since the mergerCommittee has undertaken a
comprehensive review of our compensation philospptrgtegies, policies and practices. The Commde=igres to complete this review
process before soliciting an advisory vote on @& wompensation programs. If the current propasatiopted, our Compensation Committee
will have considerably less flexibility

36




Table of Contents

to create an effective shareholder advisory votieypovhich we believe could result in shareholdeasing a less effective voice on execu
compensation.

We do not believe deferring action on thisiessvill disadvantage our shareholders. We will oarg our practice of welcoming shareho
comments on our executive compensation and beefirams. Additionally, we will continue to subroifir short- and long-term incentive
programs to shareholder votes. For instance, fngfixy statement we are asking the shareholderstéoon our 2010 Executive Officer
Short-Term Incentive Plan and next year we expeask our shareholders to vote on a new equity emsgtion program to replace the
program approved by our shareholders in 2005. Atiogly, we believe that our open-door policy towahdireholders, coupled with our
shareholder votes on incentive programs, will curgito allow our shareholders an effective meam®wfmunicating their views on
executive compensation while we review adoptingewisory vote policy.

Finally, the proponent’s proposal calls faimple up or down annual vote on our Compensatiomi@ittee report and our compensation
policies and practices generally. If the policyuested by the proponent was adopted and the shdeehi@adopt a general resolution
disapproving our executive compensation, we woeldihable to determine (i) whether the shareholdisespproved of all or only some of «
specific compensation components, (ii) whether tisgpproved of compensation paid to all or onipemf our executives and (iii) the
magnitude or rationale of the shareholders’ coreefs such, we may be unable to react to the shitets’ concerns in a meaningful
fashion.

In short, the Board believes that it wouldppemature and inadvisable to implement the advisotg called for in this proposal.

OWNERSHIP OF OUR SECURITIES

Principal Shareholders

The following table sets forth information regiag ownership of our Common Shares by each pétsown to us to have beneficially
owned more than 5% of the outstanding Common Staareshave controlled more than 5% of the totaingppower on December 31,
20009.

Amount and
Nature of
Beneficial Percent of
Ownership of Outstanding
Name and Address Common Shares(®) Common Shares(®)
Capital Research Global Investors 35,988,272 12.1%
333 South Hope Street
Los Angeles, California 9007
BlackRock, Inc. 21,826,783 7.34%

40 East 52dStreet
New York, New York 1002:

(1) Determined in accordance with Rule 13d-3hef $ecurities and Exchange Commission based ufamiation furnished by the person
or persons listed. In addition to Common Shareshawe outstanding Preferred Shares that vote tegetith the Common Shares as a
single class on all matters. One or more personsflogally own more than 5% of the Preferred Shg
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(2)

(3)

however, the percentage of total voting povedd by such persons is immaterial. For additionfdrimation regarding the Preferred
Shares, se"“General Informatio— How many votes may | ca”

Based on information contained in a SchedB/8 Report dated as of February 11, 2010 thairtkestor filed with the Securities and
Exchange Commission. In this report, the invesididated that, as of December 31, 2009, it held goting power with respect to
35,871,820 shares and sole dispositive power wihect to all of these shar

Based on information contained in a SchedBI8 Report dated as of January 29, 2010 thatrfestor filed with the Securities and
Exchange Commission. In this report, the investdidated that, as of December 31, 2009, it held goting power and sole dispositive
power with respect to all of these sha
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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
Options or Rights

Shares Unvested Exercisable Total Shares

Beneficially Restricted Within 60 Beneficially
Name Owned @) Stock @ Days®) Owned )
Current Executive Officers:
Glen F. Post, I 372,68« 335,60( 852,66¢ 1,560,95!
Thomas A. Gerki 127,18 218,68: 350,15¢ 696,02!
Karen A. Pucket®) 86,58¢ 133,65( 285,00( 505,23t
R. Stewart Ewing, J 62,84 108,13 145,60( 316,58:
Stacey W. Gof 40,40¢ 74,17 131,00( 245,58
David D. Cole®) 82,36¢ 74,17¢ 229,50: 386,04«
Dennis G. Hube 36,71( 35,11¢ 70,30: 142,13:
William E. Cheek 15,77 32,28 45,37: 93,43:
Current Outside Directors:
Virginia Boulet(") 6,53: 6,39 — 12,92¢
Peter C. Browr 9,56: 3,161 — 12,72«
Richard A. Gepharc 2,57¢ 3,161 3,28 9,017
W. Bruce Hank: 8,34( 6,39: 16,00¢( 30,73:
Gregory J. McCra — 6,39: — 6,39:
C.G. Melville, Jr.® 7,50z 6,39: — 13,89t
Fred R. Nichols 3,601 6,39: — 10,00(
William A. Owens 16,15 9,48 — 25,63
Harvey P. Perr 45,04 6,39¢ — 51,43¢
Stephanie M. Sher®) 1,17¢ 3,161 — 4,34(
Laurie A. Siege 9,56: 3,161 — 12,72«
Joseph R. Zimme(10) 8,68¢ 6,39 13,667 28,74¢
All directors and executive officers as a group [f2@sons (1) 943,30: 1,078,69 2,142,54! 4,164,54
Former Executive Officer:
Michael A. Maslowsk 20,2312 — 67,50( 87,73¢

(1) This column includes (i) the following numhrshares allocated to the officer's account urmderqualified 401(k) plan: 101,624 —
Mr. Post; 2,852 — Ms. Puckett; 21,511 — Mr. Ewid,309 — Mr. Cole; 3,918 — Mr. Goff; and 867 — Niftaslowski and (ii) 698
shares allocated to Mr. Cheek’s account under thbafq Pension Plan described in greater detaillbdbarticipants in these plans are
entitled to direct the voting of their plan shar@s described in greater detail elsewhere he

(2) Reflects (i) for all shares listed, unvessbdres of Restricted Stock over which the persdashsnle voting power but no investment
power and (ii) with respect to our recently granpedformance-vested restricted stock, the numbehafes that will vest if we attain
target levels of performanc

(3) Reflects shares that the person has the tagitquire within 60 days of the record date pamstio options (or, in the case of Richard A.
Gephardt, restricted stock units) granted undeliraientive compensation plans; does not includeeshthat might be issued under our
recently granted restricted stock units if our perfance exceeds target leve
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(4) None of the persons named in the table benefiomilys more than 1% of the outstanding Common Sharesshares beneficial
owned by all directors and executive officers @gaup constitute 1.4% of the outstanding Commorné&hén each case calculated in
accordance with rules of the Securities and Exch&@mmmission assuming that all options or unitedisn the table have been
exercised for or converted into Common Sharesnethby the recipient

(5) Includes 202 shares held by Ms. Puckett as custddiathe benefit of her childre

(6) Includes 5,938 plan shares beneficially HsldMr. Cole’s wife, one of our former employeeshir accounts under our qualified 401(k)
plan, as to which Mr. Cole disclaims beneficial anghip.

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

(8) Includes 7,445 shares subject to being pledgedasity under a margin accou

(9) Current term will lapse at the meeting. ¢ Corporate Governan— Waiver of Governance Provisio”
(10) Includes 5,000 shares held by a private charit@iedation, as to which Mr. Zimmel is a trust

(11) Includes (i) 5,938 shares held of record or bieiedfy by the spouses of certain of these indiwildi as to which beneficial ownership is
disclaimed, and (ii) 1,157 shares held as custoiathe benefit of children of such individua

(12) Represents an estimate only, based solely upomiafon readily available to the Compa

COMPENSATION DISCUSSION AND ANALYSIS

General Compensation Philosophy

We compensate our senior management throuagilk af salary, annual bonuses, long-term equity gensation and employee benefits
designed to be market-competitive and fiscally-oesible, and to reward annual and long-term perdmice that we believe correlates with
maintaining and increasing long-term shareholdéreza

Over the past nine months, the Compensationriitiee met 11 times to comprehensively review @ngate our compensation
philosophy, strategies, policies and practicesoimection therewith, we believe we have implengkatenore performance-based system that
is better aligned to our core compensation goals.

With respect to each component of compensatvergenerally seek to match the compensation mpemable employees at other
companies within our peer group and as comparbda@der survey data. We generally seek to basexmautives’ annual cash incentive
compensation principally upon our company-wide genfance and secondarily upon the executives’ idda performance. Officers and
managers with lower levels of responsibility typligaeceive incentive compensation that placeseatgr emphasis on individual,
departmental or divisional goals. We seek to aligninterests of our senior managers with the l@ngy interests of shareholders through
award opportunities that can result in ownershipwfCommon Shares, with top executives receiviggeater proportion of their total
compensation in the form of equity grants compaoemiore junior officers. Substantial amounts of executives’ compensation are subject
to the risk of forfeiture if they quit or engagedatrimental activity. Whenever possible, we attetogpromote teamwork by offering the sa
compensation to executives whom we expect to makghly equivalent contributions.

Compensation Methodologies

When establishing compensation programs, Wepredominantly on annual reviews of multiple blemarks that assist us in establishing
compensation levels designed to be competitive thithcompensation of comparable officers. We desdtiese benchmarks in detail below.
As described further below, we also review thevitial performance of each
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senior manager, as well as all other factors degwrledant to us. To assist us in this process,enview “tally sheets” that comprehensively
reflect the multiple sources of each executiveimpensation, as well as the wealth accumulated dgxiecutives under our compensation
programs. We also periodically review data on @iationship of the compensation of our top exeastito other employees.

Allocation of Compensation

As noted above, we seek to pay our executarget levels of salary and bonus designed to nainipensation levels paid to comparable
executives at other companies. We believe thisvallas to maintain competitive compensation packagdsprovides us with the flexibility
adjust quickly to changes in prevailing compensegitactices.

We seek to design our incentive compensatiograms to reward annual and long-term performanaecorrelates to maintaining and
increasing long-term shareholder value, while atsame time providing incentives that are equitaklaistic and reasonably within the
control of the award recipient. We believe that tmr executives have the greatest opportunityreectly impact our performance, and
therefore believe it is appropriate to provide @ager portion of their total compensation in therf@f long-term incentives that focus solely
on company-wide performance. On the other handyussour less senior officers have less contral owecompany-wide performance, we
award them a relatively higher percentage of ttugal compensation in the form of salary and anhoaluses which frequently focus on
individual, departmental or divisional goals withiheir control.

Although we favor the use of performance-basmdpensation, we pay a portion of total compeasati the form of fixed salaries, which
we believe is necessary to provide our officerhwitmpetitive pay packages and to lessen theirezosdhat an economic or industry
downturn could undercut their personal financialnpling.

The allocation of compensation among categasidiustrated in the table below, which shows plercentage of 2009 compensation
attributable to our three main components of corapton:

Equity

Cash Compensatic Compensatiol

% from % from Shor- % from Lonc-

Salary Term Bonus®) Term Bonus
CEO 17.7% 15.€% 66.£%

Executive Vice Chairma(? 44.€% 55.4% —

COO 25.2% 19.(% 55.€%
Other Executive VP 28.(% 17.1% 54.%%
Senior VPs 29.2% 13.(% 57.&%

(1) Except as otherwise noted in footnote 2, refleptewants received in connection with our first andosel half 2009 bonuse
(2) Reflects only compensation paid to the ExecutiveeMChairman since July 1, 20(
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We expect that these allocations may charage frear to year as we adjust to changes in pregaiiompensation practices.

Salary

In January 2010, the Compensation Committe@tadl a compensation philosophy that targets beadhsalaries at the S0percentile of
salaries paid to comparable executives. The Comenitses percentile targets as starting points emialysis, which we describe below under
the heading “- Our Compensation Decision-Makingcess.” Prior to 2010, we generally sought to corspenour long-standing executives
with cash salaries equivalent to thet¥gercentile of salaries paid to similarly-situate@eutives at comparable companies, if justified by
corporate and individual performance.

In early 2009 the Committee determined thffiedinces in the compensation practices of Cenfaky/and Embarq should be addressed
after the closing of the merger. The Committee s note of the weak economy and its effect upenfinancial performance. In addition,
the Committee determined that the executives’ fi@vailing salaries remained generally in alignmeith their targeted salary levels based
on data compiled in 2008. Based on all of theswfacin early 2009 the Committee accepted managesnecommendation to maintain the
salaries of each of our executive officers withchange.

In February 2010, the Compensation Committekthe Board elected to once again leave execsélaries unchanged, with one excep
for an executive with a below-market salary.

Short-Term Incentive Bonuses

We award short-term cash bonuses to key erapkbiased on performance objectives that, if &tlaican reasonably be expected to
maintain or increase our long-term shareholderezdlde strive to award bonus opportunities designedatch those paid to similarly-
situated executives at comparable companies. Tjpitiaese awards are granted annually, althoughthfe merger-related reasons described
below, we granted two six-month bonus awards f@92®Ve currently offer short-term incentive bonuseapproximately 2,260, or 11%, of
our employees.

Similar to its deliberations on salary, then@uittee in early 2009 noted that the annual ingeribonus practices of CenturyLink and
Embarg would need to be reconciled following thegee of the companies. The Committee also deteminimearly 2009 that setting full
year financial performance targets was too spewelaie to uncertainties regarding the timing affilots of the merger. Consequently
early 2009 the Committee set bonus targets fofitsiesix months of 2009 (covering the period ptiothe merger), and in August 2009 set
bonus targets for the second half of 2009 (covepgrdormance of the combined company after the ergr@onsistent with our practices o
the past few years, the Committee in each casedlén base 60% of the executives’ potential 20818uls payments upon CenturyLink
attaining targeted levels of operating cash flow tre remaining 40% upon attaining targeted legknduser revenue. For both the first
second half of 2009, the executive officers weantgd an opportunity to earn a specified percentatfeeir respective salaries if “target”
performance levels were met, with up to doubleiptd these amounts if the “maximum” levels
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of performance were met and no bonuses if the ‘mimn” threshold performance levels were not attained

For both of the performance measures useth&2009 bonus periods, each legacy CenturyLinkgiee was entitled to receive:

* no payment if we failed to achieve the minimum threshold
performance leve

e aprorated payment of at least 50% but less than if we attained or exceeded the minimum threshold
100% of the target awa performance level but not the target performancel
» aprorated payment of at least 100% but less than if we attained or exceeded the target performaexel bu
300% of the target awa not the maximum performance le
e apayment of 300% of the target award if we attained or exceeded the maximum performance
level.

As described in greater detail under the hepti Our Compensation Decision-Making Processe” @ommittee may exercise its negative
discretion to reduce awards based on each exemuinddvidual performance during the prior yeathalugh it chose not to with respect to
2009 performance. Finallgetermined awards made to our executives for 2@d@pnance are reflected in the Summary Compensatidble
appearing below under the column “Non-Equity IneenPlan Compensation.” For additional informatmmncerning these awards and our
2009 performance targets, see “Executive Compeamsati Incentive Compensation — 2009 Awards.”

Compared to our executive officers, the rembairof our senior officers have more diverse penorce goals. When an officer or manager
has responsibility for a particular business uiitision or region, the performance goals are tgibjcheavily weighted toward the operational
performance of those units or areas. Other indalglmay receive individual performance goals. Depenon the level of seniority, these
individuals may also receive a portion of their bsfased on overall corporate performance. As ss&tlibelow under the heading “- Our
Compensation Decision-Making Process,” the CEO @ms the performance goals of the mxecutive officers under the general supervi
of the Compensation Committee.

Long-Term Equity Incentive Programs

Our shareholder-approved long-term incentmmpensation programs authorize the Compensatiom@ibee to grant stock options,
restricted stock, restricted stock units and variother stock-based incentives to key personnelb®lleve stock incentive awards
(i) encourage key personnel to focus on our lomgrjgerformance, (ii) strengthen the relationship
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between compensation and growth in the market pfitke Common Shares and thereby align managest@mtncial interests with those of
the shareholders and (iii) help attract and ret@inted personnel.

During the first half of 2010, we intend tdeflong-term incentive compensation awards to exprately 245, or 1%, of our employees.
As described further below, in early 2010 we rediear grant practices to more closely tie the valiihe executives’ long-term incentive
awards to our performance.

The Committee generally determines the sizegaity grants based on the recipient’s resporitsdsiland duties, and on information
furnished by the Committee’s consultants regaréiqgity incentive practices among comparable congsaffihe Committee’s general
philosophy is to provide long-term incentive comgation valued at the B0percentile of that paid to similarlsituated officers at comparat
companies. The Committee awards long-term incemgfigats annually to permit us to respond to chailgesmpensation practices more
quickly than would be the case if we made largerdtinyear grants.

We strive to pay equity compensation in fothes create appropriate incentives to optimizegrerance at reasonable cost, that minimize
enterprise risk, and that are competitive with irinees offered by other companies. For severals/pdor to 2004, we paid all long-term
equity compensation in the form of stock optionspart because of favorable accounting treatmenrthnib no longer available. Between
2004 and 2007, the Compensation Committee paidxbeutives’ long-term compensation with a combaratf stock options and restricted
stock. The Committee believes that restricted statlien compared to stock option grants, providegnugpportunity to provide similar
performance incentives to increase share pricdstivit issuance of fewer Common Shares, therebyirgipotential dilution. Moreover,
unlike options, restricted stock affords motivatiomder a greater range of market conditions. FOB2thd 2009, the Committee elected to
issue all of our long-term equity compensation tgamthe form of time-vested restricted stockdorariety of reasons, including the
Committee’s recognition of the growing use of riesdd stock by our peers and its desire to minirtizedilution associated with our rewards.
In early 2010, the Committee issued to each exeeufificer restricted stock, half of which is timested and half of which is performance-
vested.

All of our restricted stock granted to key dayees between 2005 and 2008 vests over a fiveparard, provided the recipient remains
employed by us. The restricted stock granted ity @009 vests over a three-year period to alignvasting period to the period traditionally
used by Embarq prior to the merger and to incré@s@otential to retain key employees over the nexple of years during the critical post-
merger integration period. For additional information the vesting terms of our equity awards, geetutive Compensation — Incentive
Compensation — Outstanding Awards.” All outstandshack options held by our executive officers ané/fvested.

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 of{erm compensation should match prevailing prastio order for our compensation
packages to remain competitive from year to yaad,ta mitigate the risk of competitors offering qoemsation packages to our executives
that have superior long-term incentives. Moreotle,accumulation of substantial awards (awardedasonable annual
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increments) significantly increases each execuwinedtivation to increase our share price and remaiployed by us, and could deter
executives from accepting job offers that trigoguigy forfeitures. For these reasons, we do nateplireat weight on equity ownership levels
or prior grants in connection with granting new adga

In early 2008, the Compensation Committee da@iequity incentive grants for the first year dfigee-year program developed and
approved by the Committee, with assistance froradtssultant, PricewaterhouseCoopers LLP. In Fepra@09, the Committee confirmed
continued appropriateness of the methodologiesatin 2008 to set long-term compensation targeds the three-year period. However, in
light of the sharp drop in worldwide equity priceger the prior year, the Committee considered wéretithissue the same number of shares of
restricted stock as granted in 2008 or to issuesatgr number of shares with a value equal toahtite restricted stock issued in 2008. After
conferring with its consultant, the Committee edelcto issue in 2009 a number of shares of reatritisck equal to 115% of the number of
shares granted in 2008, which approximated the enadtical average of the number of shares deriveddrnuhese two methods. For more
information, see the tables included under the ingetExecutive Compensation” and the additionatd&sion below under the headingOur
Compensation Decision-Making Process.” In early®Qhe Committee issued restricted stock basedr@awa comprehensive review of the
amount of awards paid to similarly-situated exe®sgiat comparable companies.

Other Benefits

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

Retirement Plans. We maintain one or more traditional qualified defirbenefit retirement plans for most of our empésyeho 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 af&to receive or defer supplemental
amounts in excess of federally-imposed caps that the amount of benefits highly-compensated eyg#s are entitled to receive under
qualified plans. When we assess overall compenstgiels for our senior management, we review #meehits expected to be received under
these retirement plans and their contribution toexecutives’ total compensation. However, we gurgito place our primary emphasis on
ensuring that our compensation programs do ndbédaind those of our competitors, which could sufdjscto the risk of losing talented
senior managers. Additional information regarding ietirement plans is provided in the tables aswbmpanying discussion included below
under the heading “Executive Compensation.”

Change of Control Arrangements. As described in more detail under “Executive Consjg¢ion — Potential Termination Payments —
Payments Made Upon a Change of Control,” in 200@mtered into agreements under which we agreedyt@ach of our executive officers
who is terminated without cause or resigns undeatespecified circumstances within three yeararof change of control of CenturyLink
() a lump sum cash severance payment equal te thmes the sum of such officer’'s annual salarylmols, (ii) the officer’s currently
pending bonus, (iii) additional tax gross-up caalirpents described further below and (iv) certaiffave benefits for three years.
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We believe these benefits enhance sharehoddiee because:

» prior to a takeover, these protections (i) helpagsuit and retain talented officers by providirsgarances that their compensation
benefits will not be reduced or eliminated upoakebver and (ii) help maintain the productivityoofr workforce by alleviating day-
to-day concerns over economic security,

» during or after a takeover, these protectionkélp our personnel, when evaluating a possiblenbas combination, to focus on the
best interest of CenturyLink and its shareholdether than being distracted by personal concemds(ii) reduce the risk that
personnel will accept job offers from competitotsidg takeover discussior

In recommending and approving these changemtfol agreements in 2000, our Compensation Coreen#gtnd Board, respectively,
analyzed the terms of similar arrangements for Galge executives at other peer companies. Thioapp was used to set the terms of our
2000 agreements, including the amounts payablewbsts triggering payment and the tax reimburseme@visions. We monitor the
aggregate amount of payments that could potentiglynade to our executives if they are terminadédwing a change of control, and
believe these potential payments are relativelyllameelation to our current aggregate equity &alln late 2008, we amended and restated
each of the change of control agreements with #igeos to ensure that payments made under thesemgnts would not result in the
imposition of penalties under the deferred compmsgrovisions of Section 409A of the Internal Raue Code.

Under our 2000 agreements, change of contnobfits are payable to our executive officers ihin three years following a change in
control the officer is terminated without causeasigns with “good reason,” which is defined tolie a diminution of responsibilities, an
assignment of inappropriate duties, an increasesponsibilities or duties without a commensurategase in compensation, and a transfer of
the officer exceeding 35 miles. For the CEQ’s agrexet only, any failure of the CEO to be named thiefeexecutive officer of the parent
company surviving the change of control transacisoheemed to be diminution of responsibilitiesténg the CEO to resign with “good
reason.” All of these provisions are designed Bussour officers that they will retain a job wittssponsibilities, stature and career
opportunities consistent with those enjoyed by tipeior to the takeover. In addition, under our 2@@@eements change-of-control benefits
are payable to our executive and senior officetisafofficer resigns for any reason during the a89-tivindow period” immediately following
the first anniversary of the change of control. Wééeve this latter provision would help assuredbgquirer of the services of our managen
team for at least one year following the changeouottrol, while at the same time hastening the aegsiincentive to deal quickly and fairly
offering our officers appropriate career and congpépn opportunities.

If change of control benefits become payabléen our 2000 agreements and related policiessable payment to our key employees is
based on the following multiples of salary and bmrand the right to health and welfare benefitdinaes for the following number of years:
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Multiple of Years of

Salary anc Welfare

Bonus Benefits

Executive Officers 3 times 3 years
Senior Officers (Job Grades 66 or | 2 times 2 years
Other Officers (Job Grades 64 or ¢ 1.5 times 1.5 years
Other Key Personnel (Job Grade-63) 1.0 times 1.0 yeai

Under our 2000 agreements, we agreed to reselaur executive and senior officers for any tamgsosed as a result of change in control
benefits. For the remainder of management, welagip ¢hange in control benefits so that no taxdkb&iimposed.

Completion of the Embarq merger constitutethange of control of CenturyLink, as defined untther2000 agreements. In connection
with the Embarq merger, substantially all of Ceytimk’s top officers (i) agreed to forego the rigimider their change of control agreements
to resign during the 30-day period following thesfianniversary of the closing and receive severéenefits in connection therewith,

(i) agreed that their outstanding equity awardsilgaot vest solely as a result of the merger, iolex that such awards would vest upon a
termination of the award holder's employment bywithout cause or by the award holder’s resignatiith “good reason,” and (iii) agreed
that any changes in their responsibilities, tideseporting relationships that were communicatethem prior to the merger would not be
as a basis for claiming severance payments. Iniaddive amended several of our broad-based antliéixe benefit plans, including
amendments to our incentive compensation plangiéfat accelerated vesting of outstanding equitgrde/ until the consummation of a
change of control. For information on rights thattain of our directors have waived in connectiagthwthe Embarqg merger, see “Director
Compensation — Cash and Stock Payments.”

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 2000
agreements, except that no Embarq officer wadeahtio severance payments at multiples exceedihgres his or her annual compensation
or to resign with severance benefits during “windmaviods” following a change of control. In connentwith the Embarg merger, Thomas
A. Gerke, Dennis G. Huber and four other of Embatggacy senior officers entered into agreementsifteng them to resign with severan
benefits (in most cases at 1.5 or 2.0 times theiual compensation) during “window periods” of viagylengths beginning at various
specified dates following the merger.

During fiscal 2009, we entered into an agregnmagth one of our former executive officers, Mieh&. Maslowski, to continue to retain his
services following the Embarq merger. Pursuaniéorétention agreement, Mr. Maslowski agreed tdicoa his employment with us until
December 31, 2009, at which time he left the Corpplimder the retention agreement, Mr. Maslowslariitled to receive in mid-2010 a
lump sum payment equal to the sum of:

» three times his annual base salary in effect aebser 31, 200¢
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« three times the average bonus earned by him ithtke prior fiscal years, ar
» abonus for the first half of 200
See the Summary Compensation Table appearing tmelbeading “Executive Compensation” for more infation.

In addition, Mr. Maslowski’s welfare benefitéll continue through December 31, 2012 and a paraf Mr. Maslowski’s previously
granted but unvested restricted stock vested. dtemtion agreement requires Mr. Maslowski to kemgfidential company nonpublic
information known to him.

As noted above, we have not undertaken a caimepisive review of our current change in contrdragements since they were
implemented in 2000. Later this year, the Compéms&ommittee intends to review our change in adrdgrrangements to determine if any
of these arrangements should be modified in liglthanges in compensation practices over the pastd.

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

Reduction in Force Benefits. We pay severance benefits to non-union full-tim@leyees who are terminated in connection with a
reduction in force. Benefits are not paid if thepdoyee voluntarily resigns or is terminated forfpamance reasons or in connection with the
sale of a business unit or in a transaction thatgrise to the change-of-control payments desgm@ve. The amount of any applicable
severance payment is based on the terminated eegotenure with us and willingness to waive claiarsd can range from two to 52 weeks
of the terminated employee’s base salary or wages.

Retention Programs. In connection with the Embarq merger, CenturyLinkl &mbarqg both adopted retention programs thatpsaly
awards to various employees who agree to remainogreqh for certain specified periods to assist whith post-closing integration of the
companies. Executive officers are ineligible totiggrate in these programs.

Perquisites. Between 1999 and mid-year 2009, we made cash pagrweaur officers in lieu of previously-offeredrgeisites, many of
which continue to be offered by our peers. Effectiuly 1, 2009, we eliminated these separate caghgnts and increased our officers’ cash
compensation by an amount designed to equal toftlihe eliminated payments. For the first six niendf 2009, these payments to our
executives ranged from $15,280 to $18,763.

Officers are entitled to be reimbursed for ¢bst of an annual physical examination, plus eeldatavel expenses.

Under our aircraft usage policy, the CEO msg aur aircraft for personal travel without reimdog us, and each other executive officer
may use our aircraft for up to $10,000 per yegrdrsonal travel without reimbursing us. In all sgelses, personal travel is permitted only if
aircraft is available and not needed for superggdirsiness purposes. For purposes of valuing graitiieg the use of our aircraft, we
determine the incremental cost of aircraft usagarhourly basis, calculated in accordance witHiegiple guidelines of the Securities and
Exchange Commission. The incremental cost of théga, which may be substantially different than the
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cost as determined under alternative calculatiothatwlogies, is reported in the Summary Compensatable appearing below under the
heading “Executive Compensation.” The Committee ihoos this usage annually. In early 2010, the Cottaaielected to retain our aircraft
usage policy based on its determination that thieypwas providing valuable and cost-effective bi@seo our executives residing in a small
city with limited airline service.

As explained in greater detail in our 2006xpretatement, prior to the Sarbanes-Oxley Act df20ve funded supplemental life insurance
benefits to our officers in excess of those geheedforded to employees. These benefits were pievipursuant to endorsement “split-dollar”
insurance agreements between us and our officevkich CenturyLink and the officers’ beneficiarigsuld share death benefits payable
under life insurance policies procured by us. 1620ve suspended payment of further premiums uheetsplit-dollar” policies insuring the
lives of our executive officers, but resumed paypngmiums in 2006 under restructured arrangemeuogaed by the Compensation
Committee. These restructured arrangements, antbeg things, obligate us to pay premiums on theatkee officers’ respective insurance
policies sufficient to provide the same death bénaf/ailable under the prior agreements, andleritie executive officers to purchase
additional post-retirement coverage at their cositta receive related tax grogp-cash payments in amounts sufficient to compertbain fo
income and employment taxes incurred as a resoltiopremium payments.

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 Benefits. We maintain a stock purchase plan that enables ofi@str 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 substdptiiilar to those provided to all other partiaipsior which provide our executives with
enhanced benefits upon their death or disabilitg. Ao 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 Committee. The Compensation Committee of our Board establjshrgdements, administers and monitors our
executive compensation programs, subject to thed®aversight. As described further below, the @emsation Committee’s compensation
decision-making process requires a careful balgnefra wide range of factors involving the groug amdividual performance and
responsibilities of our executives and the competitompensation practices of other companies. [ixeeh respect to annual cash bonuses,
the Committee has not historically used quantieafarmulas to determine compensation or assignmeig the various factors considered.

The Compensation Committee also establishgseiments, administers and monitors our directesh@nd equity compensation programs.
(Prior to 2010, the Nominating and
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Corporate Governance Committee of the Board wamresble for approving the cash compensation ofdiectors.)

On July 1, 2009, we acquired Embarg undetdiras of a merger agreement dated October 26, H¥iieen the time of the merger
agreement and the closing, our incumbent Compems&ommittee (comprised of C.G. Melville, Jr., JarBe Gardner and Fred R. Nichols)
met several times to discuss the compensationipeaaf CenturyLink and Embarg, and to set the camption of our executive officers. In
connection therewith, the incumbent Committee asskdifferences in the compensation practices ofu@glink and Embarg, and
determined that these differences should be adehbtess®d reconciled by the newly-constituted Comp@ns&ommittee named on July 1,
2009 in connection with the closing of the mergem{prised of Laurie A. Siegel, Harvey P. Perry d®Re Nichols, Virginia Boulet and
Stephanie M. Shern).

During the second half of 2009, the Committext several times to begin the process of devejppimpensation programs designed for
the combined company and, as further noted abaaeted bonuses to the executive officers for tlrese half of 2009. Thereafter, the
Committee and PricewaterhouseCoopers LLP undedammprehensive review of our compensation philbgpgtrategies, policies and
practices in preparation for setting our executi?@40 compensation.

Role of Compensation Consultants. The Committee engages the services of a compensatitsultant to assist in the design and revie
executive compensation programs, to determine wehétie Committee’s philosophy and practices arsameable and compatible with
prevailing practices, and to provide guidance atHjz compensation levels based on industry tremdbpractices. Although the Committee
seeks input from management during the consuledatson process, the consultant selection decigsts entirely with the Committee and
the consultant works directly for and at the di@tibf the Committee.

Since 2004, the Committee has engaged PrieelnaiseCoopers LLP (“PwC”) as its compensation witast. The total amount paid to
PwC for compensation consulting services duringd2®as $161,000.

Prior to the Embarg merger, PwC did not condny material amount of non-compensation congyltiork for us. However, during 2009
management engaged PwC to provide a variety of enemgd systems integration services. The total atnoaid during 2009 for systems
integration services was $5,716,000. The systetagiation assistance provided by PwC is expectedntinue through 2010, although we
expect the amount of fees to decrease as we cariptegration of our customer care and billing sy=.

Management also engaged PwC to provide cangidervices for a human resource design projeavfoch PwC was paid $226,000
during 2009 and sales and use tax consulting ssvar which PwC was paid $49,000 during 2009.

Following completion of the Embarg merger, @@mmittee undertook a comprehensive search tmrateompensation consultant for the
combined company. In connection therewith, the Cdtamsolicited proposals from and interviewed enbar of compensation consulting
firms. Among the criteria considered by the Comeaittiuring this review were the firms’ experienaamniliarity with the telecommunications
industry, independence and relative cost, as
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well as the degree to which the consultant’s apgraa performing its services was consistent with Committee’s culture and approach.

After considering a number of alternativeg, @ommittee concluded that PwC was best-suitedawigle the compensation consulting
services required by it for 2009-2010. In reackting conclusion the Committee considered, amongrdtctors, the quality of compensation-
related services provided by PwC in the past, tiygortance of providing continuity through the fipgist-merger compensation review
process, the nature of and fees associated withtlttez work provided by PwC, and the mechanisms Rag&lin place to ensure its
compensation consulting practice is independeitsafther practice groups.

The Committee believes that the compensatimswiting services provided by PwC are not impabgdhe firm’s provision of other work
and that adequate safeguards exist to ensure tii@wed independence and objectivity of PwC'’s conga¢ion consulting advice. In addition
to its on-going monitoring of the other services@arrently being provided by PwC, the Committee dstablished the practice of approving
in advance any other non-compensation serviceshsaodpe provided in the future by its compensationsultant.

Review Process . Over the past decade preceding the Embarg mehge€ommittee retained independent consultingsiewvery three
years to conduct a detailed review of compensgiivilosophy, practices and programs, including thecture of our annual and lo-term
incentive compensation programs. During these cehmrsive triennial reviews, the Committee typicathyght to confirm that its philosop
and practices were reasonable and comparable e tifsimilar companies, to reconfigure our exeeutiompensation programs if necessary
to improve them or conform them to prevailing piees, to set annual salaries, and to establiskettéggels of incentive compensation to be
granted to each executive officer during the upomnthree-year period. During the second and théar pf each of these three-year periods,
the Committee generally consulted with its indepsmdonsultants to determine if changes to theetlggar program were necessary or
appropriate, and to establish the specific saladyannual incentive compensation payable to theuixes for the upcoming year. For the
foreseeable future, the Committee intends to conclumpensation reviews on an annual, as opposeimial, basis.

Based on input received from PwC, the Committeed the following three benchmarks during 20682009

» broad-based compensation data for top execuiiwastelecommunications companies and from otheranies with revenues
comparable to ours, all of which was derived fraamiaus national surveys and adjusted for ay

e alt-company‘financia” peer group of communications companies with mediaenues generally comparable to ¢

* alscompany‘industry’ peer group of telecommunications and cable compe

During 2008 and 2009, the Committee affordexgreatest weight to the broad-based survey datbthe next greatest weight to the
“financial” peer group. The “industry” peer grousvused principally to confirm the relevancy of fingt two benchmarks to our industry.
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In early 2008 the Committee expanded the “atigti peer group to consist of the following 14 quamnies: Cincinnati Bell, Citizens
Communications, Windstream, Telephone & Data Systétmbarq Corporation, Alltel, Qwest Communicatid®grint Nextel, AT&T,
Verizon Communications, Comcast, Time Warner Cablgrter Communications and Mediacom Communicatiand the Committee
adjusted the “financial” peer group to consisttaf following 15 companies: Alltel, Primus Telecor@roup, Cincinnati Bell, IDT
Corporation, Liberty Global, Citizens Communicagpb/S Cellular, Telephone & Data Systems, CablemiSlystems, Qwest
Communications, Embarq Corporation, Windstreamp@l&€rossing, MetroPCS Communications and Dobsanr@anications.

As discussed above, the Committee determimedily 2009 to leave executive salaries uncharayetigenerally to defer changes to
executive compensation programs until after the &epimerger. As such, the Committee’s use of bendksria early 2009 was limited.
Following the merger, the Committee adopted newcberarks and methodologies for use in setting futorapensation, including
eliminating AT&T, Verizon and Sprint Nextel from opeer group benchmark.

In each year since 2005, the Committee and Bsed benchmarking data to determine median amo@isedary, annual bonuses and
equity compensation paid to executives comparabbaits. In determining how much to compensate effater, the Committee also
extensively reviewed a wide range of other factmeuding the officer’s individual performance apdrticular set of skills, the anticipated
degree of difficulty of replacing the officer witbmeone of comparable experience and skill, thetha officer plays in maintaining a
cohesive management team and improving the perfurenaf others, the role the officer may have plapeahy recent extraordinary
corporate achievements, the length of the officegiwice with us and within the telecommunicatiothistry, the officer’'s pay relative to
other officers and employees, the officer’s priompensation in recent years, the financial comrgism#ssessment of management’s
performance, and the recent performance of Ceninkylln assessing our performance, we typicalljeevhow our actual revenues, cash
flows, net income and other measures of finana#igpmance relate to amounts previously projecieddior market participants, as well as
the results of peer telecommunications companiesalsb assess operational benchmarks, such asamssdine losses or customer growl
relation to our competitors. Although we asses# @dficer’s individual performance in connectiontlivestablishing all components of
compensation, we typically weigh this factor moeavily for salary determinations and less heavilytfonuses, which tend to be allocated
among the officers primarily on the basis of theurel of responsibility 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 sheeisrieview 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. To administer our annual bonus program, we mair{tpa shareholder-approved shetm incentive plan fc
certain of the executive officers and (ii) an
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annual incentive bonus plan for other officers arahagers. In connection with both of these bonasslduring the first quarter of each year
our Compensation Committee:

» establishes performance objectives, and for datdrmines a “target” level of performance, as welfminimum” and “maximum”
threshold levels of performanc

» determines the relative weight each performargective should receive in connection with calcuigtaggregate bonus payments,
and

» establishes the amount of bonus payable if thegét” level of performance is attained, whichygsitally defined in terms of a
percentage of each offics salary

Upon completion of the fiscal year, the CFQuat our actual operating results in accordantle the Committee’s long-standing written
procedures designed to eliminate the effects ahertlinary or non-recurring transactions that wereknown, anticipated or quantifiable on
the date the performance goals were establishedCHO then compares our adjusted operating resulte pre-determined minimum, target
and maximum levels for each performance objecting, calculates a blended rate of our attainmetiteoperformance objectives. These
determinations and calculations are provided itimgito the Committee for its review and approgsginning in 2010, our Internal Audit
Department has reviewed these determinations dodlatons.

We have traditionally believed that companyglevperformance should be the major determinaritefmount of annual incentive bonuses
for our executive officers. Nonetheless, bonusgslpla to the executive officers in accordance wWittse procedures are subject to the
“negative discretion” of the Committee to reduce tialculated bonus payment.

Under our annual bonus programs, the Commitizg pay the annual bonuses in cash or stock. Q0@e, the Committee has paid these
bonuses entirely in cash. The Committee believgmpgannual bonuses to our executives in cashpsogpiate because:

» the executives are already receiving over halhefrtoverall compensation in the form of equityrgsa anc
» the use of cash diversifies our compensation mik@events us from ov-reliance on equity grant

Annual Equity Grant Procedures . Under our equity incentive plans, the exerciseepof any stock options awarded by us must equal o
exceed the fair market value of our stock on the dagrant, based on either the closing priceham date or an average selling price during a
specified period determined by the Committee. Adlared further above, annual grants of stock as#wdexecutives are typically made
during the first quarter after we publicly release earnings. Grants of stock awards to newly hénegtutive officers who are eligible to
receive them are made at the next regularly scedddbmmittee meeting following their hire date. ©ndur option pricing policies that
govern all other employees, (i) employees receiweaptions granted to them as of the fifth busirdess of the month that follows
immediately after the month in which we complete aonual merit review process (typically in Febyuar
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March) and (ii) newly hired or promoted employeeseaive any award of stock options on the fifth bass day of the month that follows
immediately after the month in which they are hioegoromoted.

Role of CEO in Compensation Decisions . Although the Compensation Committee approves emsation decisions for the executive
officers, each year it receives the CEQ’s recomragods, particularly with respect to executive sala The Committee believes the CEO is
better able than it to assess:

» the relative strengths and weakness of the otherwgives and their recent performar

» the possibility that differences in compensatomong similarly situated executives could negayivieipact morale, cohesion,
teamwork or the overall viability of the executigeup, anc

» the relative vulnerability of executives to jobisithtions 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 apjmmgwthe annual salaries and bonuses of our nonaéixecfficers, including approval of
appropriate annual performance goals for suchaficThe CEO also approves all equity compensatiards 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.

Discontinuance of Supplemental Executive RetiremerRlan

As noted above, in early 2008 the Compens&immmittee completed a comprehensive review otourpensation philosophies,
practices and programs. In connection with thise@ywe decided to discontinue our Supplementakhfiee Retirement Plan. Specifically,
we (i) froze future benefit accruals effective Redny 29, 2008 and (ii) approved plan amendmentsittang participants to receive in
January 2009 a lump sum distribution of the presehte of their accrued plan benefits. In connectiith making this decision, the
Committee determined that fewer companies wereigirny these type of benefits and that the plan maknger necessary in order to ensure
that CenturyLink was providing a competitive mixpgfnsion and other compensation benefits. To alesdent, the Committee was also
motivated by a desire to remove the impact of filgilities and expenses from CenturyLink’s finaalcgtatements. The Committee noted that
freezing the plan could unsettle the financial plag of officers who had relied upon future accsuahder the plan. To partially alleviate
these future lost benefits, the Committee enhaptadbenefits by (i) crediting each active partaipwith three additional years of service
and (i) crediting each participant not accruingliidnal plan benefits with three additional yeafsage in connection with calculating the
present value of any lump sum distributions mad20id9.

54




Table of Contents

Forfeiture of Prior Compensation

Recipients of our equity compensation graatgehagreed to forfeit certain of their awards (anceturn to us any cash, securities or other
assets received by them upon the sale of CommoreStegey acquired through certain prior equity asgif at any time during their
employment with us or within 18 months after teration of employment they engage in activity contrar harmful to our interests. The
Compensation Committee is authorized to waive tfi@deiture provisions if it determines in its saliscretion that such action is in our best
interests. We have filed with the Securities andHaxnge Commission copies of our form of equity imise& agreements containing these
forfeiture provisions. The 2010 Executive Offic&tsort-Term Incentive Plan to be voted upon by tieeholders at the meeting contains
substantially similar forfeiture provisions, and plan to add similar provisions to our other shertn incentive plans.

In addition, our Corporate Governance Guiddiauthorize the Board to recover compensation fomxecutive officer if the Board
determines that any bonus, incentive payment, yawrd or other compensation received by the @kecwas based on any financial or
operating result that was impacted by the execistimeowing or intentional fraudulent or illegal adurct. In addition, certain laws would
require our CEO and CFO to reimburse us for ingentompensation paid or trading profits earnedwiihg the release of financial
statements that are subsequently restated duetésiah@moncompliance with SEC reporting requirersezgtused by misconduct.

Stock Ownership Guidelines

In early 2010, our Compensation Committee &tbptock ownership guidelines. Under the curreideajines, we expect the CEO to
beneficially own CenturyLink stock equal in marketue to at least five times his annual base saarg all other executive officers to
beneficially own CenturyLink stock valued at letisee times their annual base salary. Each execafficer has three years to attain these
targets. For any year during which an executivesdwg meet his or her ownership target, the exeeisi expected to hold 65% of the
CenturyLink stock that the executive acquires tgfoaur equity compensation programs, excludingeshaold to pay related taxes. For
additional information on our stock ownership gliitkes, see “Governance Guidelines.”

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 obligatethke severance payments to
employees under their change of control agreemerdsr the circumstances described above.

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&@under in order to preserve the tax deductilblitperformance-based compensation in
excess of $1 million per taxable year to each ofdafficers. However, if
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compliance with Section 162(m) conflicts with owntpensation objectives or is contrary to the bastésts of the shareholders, we will
pursue those objectives, regardless of the atteémdaimmplications. In each of the last severalrgewe granted time-vested restricted stock
that did not qualify as performance-based compensander Section 162(m).

We have not adopted any formal prohibitioniastaour officers hedging the economic risk of tHeildings of our Common Shares.
Although we believe that excessive use of such ingdzpuld undercut the benefits of our equity inocenprograms, we do not believe that
our officers have acted in such manner. We plaotdinue to periodically assess the merits of adggiedging prohibitions in the future.

As part of its duties, the Compensation Corteaiissesses risks arising out of our employee easagion policies and practices.

COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed sswlidsed with management the report included abaderuhe heading “Compensation
Discussion and Analysis.” Based on this review disdussion, the Compensation Committee recommetadie Board that the
Compensation Discussion and Analysis report beuded in this proxy statement and incorporated @guioAnnual Report on Form 10-K for
the year ended December 31, 2009.

Submitted by the Compensation Committee of thedBafdDirectors.

Laurie A. Siegel (Chairpersol
Fred R. Nichols

Stephanie M. Shel

Virginia Boulet

Harvey P. Perry

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

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

Current Executives:

Glen F. Post, Il 200¢ $1,009,441 $3,817,76. $ — $ 891,61¢ $ 389,37¢ $1,358,80! $ 7,467,00
Chief Executive
Officer 200¢ 1,000,001 4,651,00! — 864,50( 6,759,67! 1,079,05! 14,354,23
and Presiden 2007 1,000,001 2,685,15! 3,332,001 1,358,501 —® 567,36« 8,943,01.
Thomas A. Gerki(®) 200¢ 431,03! — — 535,36« 214,90¢ 285,23° 1,466,54.
Executive Vice
Chairman, Regulator
and Governmental
Affairs and Human
Resource:
Karen A. Pucket 200¢ 654,02: 1,431,78! — 488,95° 219,61 476,59 3,270,97:
Executive Vice
President 200¢ 640,77: 1,744,26! — 468,72t 1,770,11! 447,37! 5,071,25:
and Chief Operatin( 2007 622,08¢ 1,009,801 1,249,501 715,09( 93,90: 254,98t 3,945,36!
Officer
R. Stewart Ewing, Ji 200¢ 588,23" 1,193,10! — 359,89¢ 270,16: 466,06¢ 2,877,46!
Executive Vict 200¢ 574,92: 1,453,46. — 344,09: 2,778,64. 484,08: 5,635,201
President and Chie 2007 558,11: 839,97( 1,041,25! 524,90« —5) 328,16¢ 3,292,40:
Financial Officer
David D. Cole 200¢ 424,85! 773,20( — 260,07 195,60¢ 288,98: 1,942,71.
Senior Vice 200¢ 412,82¢ 941,95¢ — 247,07¢ 1,591,311 270,63« 3,463,811
President —
Operations 2007 400,74« 550,80( 674,73( 376,90( —® 171,85: 2,175,02
Support
Stacey W. Gof 200¢ 414,03° 773,20( — 253,46! 113,77! 254,34« 1,808,82.
Executive Vict 200¢ 401,08t 941,95¢ — 240,05: 835,88¢ 251,95¢ 2,670,94;
President. 2007 385,62¢ 550,80( 674,73( 362,68: 14,07¢ 153,19( 2,141,10
General Counsel anc
Secretary
Former Executive:
Michael A. Maslowsk 200¢ 355,63: 773,20( — 88,41¢ 271,45. 1,952,30(M 3,441,001
Former Executivt 200¢ 353,71: 941,95¢ — 188,17! 858,85: 301,35! 2,644,05.
Officer 2007 343,39¢ 550,80( 674,73( 287,07¢ 134,11 196,85( 2,186,97!

(1)

()
(3)

(4)

The amounts shown in this column reflectfievalue of these awards on the date of grardrdehed under FASB ASC Topic 718
(formerly SFAS 123(R)), which requires us to diseloSee footnote 14 titled “Stock Compensationlafthe notes to our audited
financial statements included Appendix Afor an explanation of material assumptions thatmsed to calculate the fair value of these
stock awards

The amounts shown in this column reflect gaesyments made under our annual incentive bonus fital performance in the respective
years. For additional information on the most réd®mus payments, s“- Incentive Compensatic— 2009 Award” below.

Reflects the net change during each of tleesyeeflected in the present value of the execsitimecumulated benefits under the defined
benefit plans discussed under - Pension Benefistivithstanding footnote 6 below, the amount shawthe table above for

Mr. Gerke reflects the change during the full yeB2009 in the present value of his accumulatecfiesnunder the Embarqg Pension
Plan and Embarq SERP (described further underrisiéa Benefits”), both of which CenturyLink assuniedonnection with the
Embarg merger. The 2008 increases in value aiibwttible primarily to enhancements made to our fupental Executive Retirement
Plan in connection with discontinuing the plan digtributing account balances to each executiveaBditional information, see
“Compensation Discussion and Analy— Discontinuance of Supplemental Executive Retirenfbaih”

Subject to footnote 7 below, the amounts showthis column are comprised of (i) the paymdrtash in lieu of previously-offered
perquisites, (ii) reimbursements for the cost ofanual physical examination, (iii) personal usewf aircraft, (iv) contributions or ott
allocations to our defined contribution plans, v} payment of premiums on life insurance policfeg,cash payments to compensate
the executives for taxes incurred by such life iaaae premium payments and (vii) the value of dinids paid on the executives’
unvested restricted stock, in each case for argebalf of the named officers as follov
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Insurance

Insurance Premium Ta» Restrictec
Cash Physical  Aircraft Contributions Premiums Reimbursemer Stock
Name Year  Allowance Exam Use to Plans Paid Paymentt Dividends Total

Current Executives:

Mr. Post 200¢ $18,76: $2,29C $11,50( $ 76,52¢ $213,31¢ $144,29° $892,11: $1,358,80!
200¢ 34,32(  4,53¢€  15,00( 94,34( 193,90: 131,16 605,79t  1,079,05
2007 34,32( 2,41¢ 8,46( 148,43. 193,90: 131,16 48,67 567,36«

Mr. Gerke 200¢ — — — 14t — — 285,09: 285,23

Ms. Pucket 200¢ 15,28( 2,891 3,52t 45,93 44,25¢ 29,93¢ 334,77 476,59
200¢ 27,95( 4,93« 3,30( 54,23 71,51¢ 48,37¢ 237,07( 447 37"
2007 27,95 1,67(C 2,65¢ 83,37« 71,51¢ 48,37¢ 19,44¢ 254,98t

Mr. Ewing 200¢ 15,28( 3,12« 4,35( 38,21 75,30¢ 50,93¢ 278,85! 466,06t
200¢ 27,95( — — 43,99: 128,12. 86,66¢ 197,35: 484,08
2007 27,95( — — 69,25! 128,12. 86,66¢ 16,171 328,16¢

Mr. Cole 200¢ 15,28( 5,40( 27,541 35,531 24,03¢ 181,18t 288,98:
200¢ 27,95( — — 31,58¢ 49,11¢ 33,22¢ 128,75( 270,63«
2007 27,95( — — 50,95( 49,11¢ 33,22¢ 10,60¢ 171,85:

Mr. Goff 200¢ 15,28( — 2,40( 26,81, 17,09t 11,56¢ 181,18t 254,34.
200¢ 27,95( — 6,07t 30,55! 34,97: 23,657 128,75( 251,95¢
2007 27,95(  2,42¢ 5,33( 48,24 34,97: 23,657 10,60¢ 153,19(

Former Executive:

Mr. Maslowski 200¢ 23,76( 7,52 — 22,33¢ 47,92¢ 30,18( 132,13.  1,952,30
200¢ 22,88(  4,91¢ — 25,63: 71,08¢ 48,08¢ 128,75( 301,35!
2007 22,88( 2,33¢ — 41,84¢ 71,08¢ 48,08¢ 10,60¢ 196,85(

The increase in each executive’s restrictedkstlividends for 2008 reflects the increase inquarterly dividend rate effected mid-year
2008. The decrease in cash allowance payment0@ 2flects the elimination of these payments id-gyg@ar 2009. The amounts sho
in the chart above do not reflect any benefits eiased with participating in recreational activitischeduled during board retreats. For
additional information, se*Compensation Discussion and Analy— Other Benefit— Perquisite¢’

(5) Messrs. Post, Ewing, and Cole experienceathegchanges in the value of their pensions in72@dimarily due to changes in our
calculation methodologies designed to enhancedberacy of our valuations). Mr. Post's pension dased in value by $169,272,
Mr. Ewing’s pension decreased in value by $47,8n@d, Mr. Cole’s pension decreased in value by $@B,8&C rules dictate that such
decreases be treated as a $0 Change in Pensioa fdalpurposes of calculating total compensat

(6) Thomas A. Gerke was named Executive Vice @ten on July 1, 2009 in connection with closing Emebarqg merger. Prior to such
date, Mr. Gerke served as Chief Executive Officat Bresident of Embarg. For additional informationMr. Gerke, see “Election of
Directors.” Except as otherwise expressly provideckin to the contrary, the table above and therapanying disclosures below
reflect compensation paid by CenturyLink to Mr. lgesince July 1, 200!

(7) Includes, in addition to all amounts refletie the table to footnote 4 above, a cash severpagment of $1,688,440 owed to
Mr. Maslowski in connection with his termination Brecember 31, 2009. For more information on accheswefits payable to
Mr. Maslowski in connection with his terminatiore” — Potential Termination Payme” below.
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Incentive Compensation

2009 Awards . The table and discussion below summarizes:

» the range of potential payouts under incentive Bawards that wer:

- granted in February 2009 with respect to perforreahaing the first half of 2009; at

- granted in August 2009 with respect to performathagng the second half of 2009; a

» grants of restricted stock made on February 2692

Type of Award and

Grants of Plan-Based Awards

Range of Payouts Under 2009 Non-
Equity Incentive Plan

Awards ()

Estimated Future
Share Payouts Unde
Equity Incentive
Plan Awards

Grant Date Fair
Value of Stock

Name Grant Date Minimum Target Maximum Target Awards @

Current Executives:

Glen F. Post, I First Half of 2009 Bonu $ 162,50 $ 325,00 $ 975,00 — % —
Second Half of 2009 Bont 178,32¢ 356,65t 1,069,96! —_ —
Restricted Stock (2/26/0! — — — 146,49¢ 3,817,76

Thomas A. Second Half of 2009 Bont 226,84¢ 453,69¢ 907,39¢ — —

Gerke®

Karen A. Pucket First Half of 2009 Bonu 88,80 177,60t 532,81¢ — —
Second Half of 2009 Bont 98,07F  196,15( 588,45 — —
Restricted Stock (2/26/0! — — — 54,94 1,431,78!

R. Stewart Ewing, J First Half of 2009 Bonu 65,19: 130,38! 391,15 — —
Second Half of 2009 Bont 72,34: 144,68! 434,05 — —
Restricted Stock (2/26/0! — — — 45,78: 1,193,10!

David D. Cole First Half of 2009 Bonu 46,81: 93,62:¢ 280,87( — —
Second Half of 2009 Bont 52,54¢ 105,09t 315,28’ — —
Restricted Stock (2/26/0! — — — 29,67( 773,20(

Stacey W. Gof First Half of 2009 Bonu 45,59¢ 91,19( 273,56¢ — —
Second Half of 2009 Bont 51,237 102,47: 307,42: — —
Restricted Stock (2/26/0! — — — 29,67( 773,20(

Former Executive:

Michael A. First Half of 2009 Bonu 35,65! 71,30: 213,90° — —

Maslowski®) Restricted Stock (2/26/0! — — — — 773,20(

(1) These columns provide information on the ptiéd bonus payouts approved with respect to 2@¥pmance. For information on the
actual amounts paid based on 2009 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

59




Table of Contents

(2) Calculated in accordance with FASB ASC Topic 718r(ferly SFAS 123 (R)’
(3) See footnote 6 to the Summary Compensation Talpeaajmg above
(4) Mr. Maslowski agreed to forego a second half 2008us.

During 2009, the Compensation Committee ofBaaird elected to base the amount of the seniaeos® 2009 annual incentive bonuses
on whether we attained “minimum,” “target” or “maxim” threshold levels of operating cash flow and-eser revenues with respect to the
six-month period ended June 30, 2009 (which pretéue Embarg merger) and the six-month period efmEmtmber 31, 2009 (which
followed the Embarg merger). The Committee esthblisthe “minimum” “target” and “maximum?” threshdkelels of (i) operating cash flow
at $575, $605 and $635 million, respectively, far six months ended June 30, 2009, and at $1.8180&and $2.003 billion, respectively,
for the six months ended December 31, 2009 andrfi}use revenues at $665, $700 and $735 millespectively, for the six months ended
June 30, 2009, and at approximately $2.257, $2a8i66$2.459, respectively, for the six months erldecdember 31, 2009. In each case,
attainment of less than 95% of the target amoustaesigned to result in no bonus payment, anchattit of more than 105% of the target
amount was designed to result in three times tineibpayable for attaining the target level of penance. For these purposes, “operating
cash flow” meant our operating income plus deptemiaand amortization, and “end-user revenues” meantotal operating revenues less
“network access” revenues and certain other smi@ieznue components included in the category de=tias “other” revenue ilippendix A
to this proxy statement. For the six-month perindezl December 31, 2009, we excluded from “operatishy flow” pension and other post-
employment benefit costs. In all cases, we adjustese amounts to eliminate the effects of extiaargt or non-recurring transactions in
accordance with procedures further described elemimerein. For purposes of calculating the aggedganus payment, attainment of the
operating cash flow and end-user revenue targets weighed 60% and 40%, respectively. As reporetié Summary Compensation Table
above, these awards resulted in cash payments tamed officers ranging from $257,574 to $906,688.additional information, see
“Compensation Discussion and Analysis — Annual itiisee Bonuses.”

The restricted stock issued to our executffiears on February 26, 2009 vests over a threg-gedod, with one-third of the shares having
vested on February 26, 2010 and one-third vestingebruary 26, 2011 and February 26, 2012, resdgtiThe holders of these shares of
restricted stock are recognized as the ownersaif shares, and, accordingly, receive dividends reiipect thereto.

Subject to limited exceptions, the vestinghef above-described restricted stock will acceteifahe officer dies or becomes disabled or
CenturyTel experiences a change of control, and asaglerate under certain other circumstances.eVesting provisions are described
further in our shareholder-approved 2005 managemeahtive compensation plan, a copy of which weetfded with the Securities and
Exchange Commission. All of these awards are stibjeforfeiture if the officer competes with usamgages in certain other activities
harmful to us, all as specified further in the ferof incentive agreements that we have filed with$ecurities and Exchange Commission.
See “- Potential Termination Payments.”

Outstanding Awards . The table below summarizes information on staaioms and unvested restricted stock outstandif@eaember 3:
20009.
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Outstanding Equity Awards at December 31, 2009

Option Awards Stock Awards
Number of Securities Underlying Option Option Number of Shares Market Value of Shares That
Unexercised Options Exercise Expiration Grant That Have Not Have Not
Name Exercisable Unexercisable® Price Date Date Vested® Vested
Current Executives
Glen F. Post, Il 92,66¢ — $32.9¢ 2/25/201: 2/17/200! 11,70( $ 423,65
160,00( — 28.3¢ 2/25/201: 2/20/200¢ 23,40( 847,31«
200,00( — 33.4( 2/17/201! 2/26/200° 35,10( 1,270,97.
200,00( — 35.4] 2/20/2011 2/21/200¢ 101,91: 3,690,23.
133,33: 66,66¢ 45.9( 2/26/201° 2/26/200¢ 146,49¢ 5,304,72!
Thomas A. Gerk(®) 2,94¢ — 66.71 1/03/201( 2/22/200° 27,671 1,002,18.
2,57¢ — 66.71 1/24/201( 2/27/200¢ 68,65¢ 2,485,96.
472 — 66.71 2/08/201( 3/02/200¢ 73,49¢ 2,661,21:
92(C — 66.71 8/07/2011 2/27/200¢ 33,81: 1,224,33:
11,80¢ — 66.71 5/11/201:
3,61« — 33.6¢ 2/11/201:
3,63t — 35.11 2/19/201:
13,007 — 35.11 3/27/201:
5,80« — 24.72 2/10/201-
11,60¢ — 24.3¢ 2/10/201-
67,53( — 36.3( 2/08/201!
95,30« — 32.9( 2/07/2011
49,41« 16,30¢ 41.1¢ 2/22/201°
130,61: 86,20z 30.62 3/02/201!
Karen A. Pucket 60,00( — 32.9¢ 2/25/201: 2/17/200! 4,40( 159,32:
75,00( — 33.4( 2/17/201! 2/20/200t 8,80( 318,64¢
75,00( — 35.41 2/20/2011 2/26/200° 13,20( 477,97.
50,00 24,99¢ 45.9( 2/26/201° 2/21/200¢ 38,22( 1,383,941
2/26/200! 54,94 1,989,45!
R. Stewart Ewing, J 40,00(® — 32.9¢ 2/25/201: 2/17/200! 3,66( 132,52¢
62,50(() — 28.3¢ 2/25/201: 2/20/200t¢ 7,32( 265,05
62,10() — 33.4( 2/17/201! 2/26/200° 10,98( 397,58t
62,50( — 35.4] 2/20/2011 2/21/200¢ 31,84¢ 1,153,211
41,66" 20,83: 45.9( 2/26/201° 2/26/200¢ 45,78 1,657,80:
David D. Cole 81,00( — 32.9¢ 2/25/201: 2/17/200! 2,40( 86,90
27,00: — 28.3¢ 2/25/201- 2/20/200t 4,80( 173,80t
40,50( — 33.4( 2/17/201! 2/26/200° 7,20( 260,71:
40,50( — 35.41 2/20/2011 2/21/200t 20,64( 747,37:
27,00: 13,49¢ 45.9( 2/26/201° 2/26/200! 29,67( 1,074,35.
Stacey W. Gof 50,00( — 34.2( 8/26/201. 2/17/200! 2,40( 86,90«
40,50( — 35.41 2/20/2011 2/20/200¢ 4,80( 173,80¢
27,00: 13,49¢ 45.9( 2/26/201° 2/26/200° 7,20( 260,71:
2/21/200¢ 20,64( 747,37:
2/26/200¢ 29,67( 1,074,35.
Former Executive:
Michael A.Maslowsk 27,00( — 35.41 2/20/2011
40,50( — 45.9( 2/26/201°

(1) Allinformation on exercisability, vesting émarket value is solely as of December 31, 2008neof the options or restricted stock
listed above may have vested, become exercisaltleawr exercised since such d

(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 becommediately exercisable in full
upon a change of control of CenturyLink or if tleeipient dies, becomes disabled or reti
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(3) All shares listed under this column with amgfrdate 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 82@rant date are shares of restric
stock that generally vest at a rate of one-thindygar during the first three years after that gdate. In addition, vesting of our
restricted stock accelerates upon a change ofa@arftCenturyLink or upon termination of the offic@employment as a result of death
or disability, or, if permitted by the Compensatidommittee, retirement or termination by Centuryd.i

(4) All awards listed for Mr. Gerke were granted by Empand assumed by us in connection with the Eminarger.

(5 In 2006, Mr. Ewing transferred to his ex-wéi of his options expiring in 2012 and 2014 awd-thirds of his options expiring in 2015
(relating to 185,000 Common Shares in the aggrggaitevhich 41,000 options have been exercised &oember 31, 200!

2009 Exercises and Vesting. The following table provides information on Comn®hares acquired by the named officers during 2009 i
connection with the exercise of options and thdingof 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 320,00( $484,12: 107,37¢ $2,816,04
Thomas A. Gerk(2 — — — —
Karen A. Pucket — — 44,75t 1,176,65!
R. Stewart Ewing, J — — 37,24. 979,12!
David D. Cole 85,00( 115,12 24,36( 640,45:
Stacey W. Gof — — 24,36( 640,45:
Former Executive:
Michael A. Maslowsk — — 89,07( 2,726,52

(1) Based on the closing price of the Common Shardbh@resting date
(2) Includes only acquisitions and vesting between duB009 and December 31, 20

Pension Benefits

Amount of Benefits. The following table and discussion summarizessfmenbenefits payable to the named officers (ath@n Thomas £
Gerke) under (i) our retirement plan qualified uniieéernal Revenue Code Section 401(a), which pisrmost of our employees (including
officers) who have completed at least five yearsastice to receive pension benefits upon attaieamy or normal retirement age, (ii) our
nonqualified supplemental plan, which is desigreeday supplemental retirement benefits to offieramounts equal to the benefits such
officers would otherwise forego due to federal tatibns on compensation and benefits under qualglans, and (iii) our nonqualified
supplemental executive retirement plan, which,miedbeing frozen (as described further in “Compgias Discussion and Analysis —
Discontinuance of Supplemental Executive Retirenidaih”), offered additional retirement benefitsateelect group of our senior officers
who had completed at least five years of service.réfer to these defined benefit plans below aQualified Plan, our Supplemental Plan
and our SERP, respectively. The following table disgussion also summarizes pension benefits payaliThomas A. Gerke under
Embarg’s qualified retirement plan and nonqualifseghplemental executive retirement plan. We refeh¢se defined benefits plans below as
the Embarqg Pension Plan and the Embarq SERP, tasigc
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Pension Benefits

Present

Number of Value of
Years Credited Accumulated Payments During Last
Name Plan Name Service® Benefit @ Fiscal Year®)
Current Executives:
Glen F. Post, Il Qualified Plar 11 $1,060,83; $ —
Supplemental Pla 11 814,05¢ —
SERP 25 — 11,926,16
Thomas A. Gerki Embarg Qualified Pla 15 224,85¢ —
Embarqg SERI 15 465,47( —
Karen A. Pucket Quialified Plar 9 556,13: —
Supplemental Pla 9 304,02! —
SERP 11 — 2,485,67.
R. Stewart Ewing, J Qualified Plar 11 1,132,28 —
Supplemental Pla 11 353,24! —
SERP 25 — 2,381,20:
David D. Cole Quialified Plar 11 797,44¢ —
Supplemental Pla 11 146,79¢ —
SERP 25 — 2,372,74.
Stacey W. Gof Qualified Plar 11 346,06 —
Supplemental Pla 11 112,33: —
SERP 9 — 997,20
Former Executive:
Michael A. Maslowsk Qualified Plar 10 1,413,229 —
Supplemental Pla 10 205,23 —
SERP 12 — 1,014,12

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

(2) These figures represent accumulated bereefitf December 31, 2009 (assuming the executivainsnemployed by us and begins
receiving retirement benefits at the normal retiatrage of 65), discounted from the normal retireinagie to December 31, 2009 using
discount rates ranging between 5.5% to 6.0%. See Nbtitled “Defined Benefit and Other RetiremBtans” of the notes to our
audited financial statements includecAppendix Afor additional information

(3) See the discussion below for an explanation opthanents made early last year under our St

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 finaksage pay in excess of his compensation subjepbtial 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 comatois.
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Prior to the SERP being frozen in early 2Q@8ticipants in the SERP were entitled to receivetisement benefit equal to (i) 3% of the
officer’s “average monthly compensation” (definezldw) times the officer's years of service with(ost to exceed ten years) plus (ii) 1% of
the officer’'s “average monthly compensation” tinmés years of service in excess of ten years ofia@mwith us (up to 15 additional years),
minus (iii) 4% of his estimated monthly Social Setyubenefits times his years of service with ug {o a maximum of 25 years). Prior to the
plan freeze, “average monthly compensation” wamddfas the officer’'s average monthly compensatimng the 36 consecutive month
period within his last ten years of employment iniet he received his highest compensation. Paatitfpadded to the plan after January 1,
2000 received credit only for service while a pteamticipant. In connection with freezing the SERR008, we credited each named officer
with three additional years of service and autleatizach to receive in early 2009 a lump sum digiob of the present value of his or her
accrued plan benefits. For further discussion eihgfes made in early 2008 to benefits availableEi@FSparticipants, see “Compensation
Discussion and Analysis — Discontinuance of Suppletal Executive Retirement Plan.”

Under each of these CenturyLink retiremenhglahe compensation upon which benefits are bagedls the aggregate amount of the
participant’s salary and annual cash incentive boAilthough the pension benefits described abosgmrvided through separate plans, we
reserve the right to transfer benefits from the@emental Plan or the SERP to the Qualified Plathéoextent allowed under Treasury
regulations and other guidance. The value of bengfinsferred to the Qualified Plan directly ofésthe value of benefits in the Supplemental
Plan or the SERP. In 2005, 2006 and 2007, we tearesf benefits from the Supplemental Plan and ERFSto the Qualified Plan, the
incremental value of which will be payable to teeipients in the form of enhanced annuities or Brppntal benefits.

The normal form of benefit payment under eafctine three CenturyLink retirement plans is (ifte case of unmarried participants, a
monthly annuity payable for the life of the panpiant, and (ii) in the case of married participaatsactuarially equivalent monthly annuity
payable for the lifetime of the participant anduavé/or annuity payable for the lifetime of the sis@ upon the participastdeath. Participan
may elect optional forms of annuity benefits uneéach plan and, in the case of the Qualified Plararenuity that guarantees ten years of
benefits, all of which are actuarially equivalemtvalue to the normal form of benefit. The enharmeauities described in the prior paragraph
may be paid in the form of a lump sum, at the pgudint’s election. As discussed further in “Compagim Discussion and Analysis —
Discontinuance of Supplemental Executive Retirenfdan,” SERP participants were given the opporjutaitreceive in early 2009 a lump
sum distribution of the present value of their aedr plan benefits. Most of the plan participamsl(iding all of the named officers) electec
receive a lump sum distribution of benefits.

The normal retirement age is 65 under the ie@lPlan and the Supplemental Plan. Participardy receive benefits under both of these
plans upon “early retirement,” which is definedaésining 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 planfihamel 48% to 92% of the excess plan
benefit, in each case with the lowest percentagéysy to early retirement at age 55 and proposgtety higher percentages applying to early
retirement after age 55. For additional informationearly retirement benefits,
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please see the early retirement provisions of easjon plans, copies of which are filed with the8&ies and Exchange Commission.
Glen Post and Stewart Ewing are currentlyileligfor early retirement under the Qualified P&ard Supplemental Plan.

Embarq Pension Plans. As noted above, Thomas A. Gerke participateRénBmbarg Pension Plan and Embarg SERP, both chwie
intend to maintain as separate plans in the nea. te

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 eadigzat’'s number of years of credited service thadparticipant’s eligible compensation.
The years of credited service for Mr. Gerke is damaly on his service while eligible for particifat in the Embarqg Pension Plan.

A participant’s eligible compensation undez tmbarqg Pension Plan is equal to base salaryeatalrcannual 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@009). The amount of benefits
provided under the Embarqg Pension Plan are liniitethe benefit limits of the Internal Revenue Céaaich for 2009 was $195,000
expressed in the form of an annual annuity begmaimormal retirement age).

For all employees, including Mr. Gerke, whgae employment with Embarq or its predecessors 2883, benefits under the Embarq
Pension Plan, expressed as an annual annuity iegiahnormal retirement age, are equal to 1.5%4diedigible compensation earned after
1993 to the date of retirement or termination.

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 PenBian, there is a 5% per year reduction in thégdant’'s accrued benefit for each year
the benefit commences prior to the employee’s nbrat@ement date. Also, in the event a particigaribvoluntarily terminated, not for
cause, as a result of a workforce reduction, pthosting 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 eariseraent benefit commences prior to the participgntrmal retirement date.

Benefits for Mr. Gerke and most other par@eifs under the Embarg Pension Plan are payablédrotiig form of an annuity with monthly
benefit payments. Benefits under this plan are édrigly an irrevocable tax-exempt trust.

Embarg SERP Embarg’s SERP is an unfunded, nonqualified definenefit pension plan designed to provide bentfidigible
employees of Embarq and its subsidiaries whosefitenader the Embarg Pension Plan are limitedheyrestrictions of the Internal Revenue
Code. Benefits under the Embarq SERP are basedabnparticipant's number of years of credited serand the participant’s eligible
compensation.
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A participant’s years of credited service urtthe Embarg SERP are based on the years an emepgbayticipates in the Embarq Pension
Plan unless a participant has previously receiviedng sum distribution of Embarqg 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 thieernal Revenue Code.

The Embarq SERP provides a benefit equald@gtrtion of a participant’s benefit that woulddzzrued under the Embarq Pension Plan —
at the same rate of accrual — if the Internal Raeddode limitations on amounts of benefits and cmsption under the Embarqg Pension Plan
were disregarded. In particular, Mr. Gerke’s besafnder the Embarg SERP, expressed as an anmuatyalpeginning at normal retirement
age, are equal to 1.5% times eligible compensa&#oned to the date of retirement or terminatiomusithe accumulated annual annuity
provided under the Embarq Pension Plan beginnindp@participant’'s normal retirement age.

Participants who are at least age 55 and h@we more years of service are eligible to electarly retirement benefit, which is reducet
the same basis as the benefit accrued under thargrension Plan.

Mr. Gerkes benefits under the Embarq SERP are payable nrheiform of an annuity with monthly benefit payrtee The Embarq SEF
is unfunded and maintained as a book reserve atcanoh participants are general creditors with @espo the payment of their benefits.
Deferred Compensation

The following table and discussion providgsimation on our Supplemental Dollars & Sense Phanich is designed to permit officers to
defer a portion of their salary in excess of the@ants that may be deferred under federal law gawgrgualified 401(k) plans.

Non-Qualified Deferred Compensation

Aggregate Executive CenturyLink Aggregate
Balance at Contributions Contributions Aggregate Aggregate Balance at
December 31 in in Earningsin  Withdrawals/ December 31
Name 2008 2009 2009 2009G) Distributions 2009
Current Executives:
Glen F. Post, $655,69: $153,84¢ $67,72( $243,45. — $1,120,70!
Thomas A. Gerk(®) — — — — — —
Karen A. Pucket 339,81 59,61" 42,95( 95,99¢ — 538,37¢
R. Stewart Ewing, J 200,82: 41,93¢ 28,41« 71,65¢ — 342,83
David D. Cole 142,34¢ 46,73¢ 18,42 68,57¢ — 276,08t
Stacey W. Gof 218,98 74,08: 23,69¢ 85,38’ — 402,15(
Former Executive:
Michael A. Maslowsk 238,29( 119,67: 16,80¢ 83,43 — 458,20:
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(1) All of these amounts in this column reflect contitibns by the officer of salary paid in 2009 andaed as 2009 salary compensatic
the Summary Compensation Tat

(2) This column includes our match of the offiserontribution under the terms of the plan. Weéheaflected all of these amounts as 2009
compensation in the column of the Summary Compansagble labele All Other Compensatio”

(3) Aggregate earnings in 2009 include interdisidends and distributions earned with respecteferred compensation invested by the
officers in the manner described in the text bel

(4) Mr. Gerke does not participate in our Supplemedtalars & Sense Plai

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 pémgerthen in effect for matching contributions magiais under our qualified 401(k) plan
(which for 2009 equaled the sum of all of the ali®% contributed and half of the next 2% contrdal)t All amounts contributed under this
supplemental plan by the participants or us maiybested by the participants in the same broad/afaoney market and mutual funds
offered under our qualified 401(k) plan. Particifsamay change their investments in these fundeyatime. We reserve the right to transfer
benefits from the Supplemental Dollars & Sense Riawur qualified 401(k) or retirement plans to thxent allowed under Treasury
regulations and other guidance. The value of benefinsferred to our qualified plans directly effsthe value of benefits in the Suppleme
Dollars & Sense Plan. We made transfers of thie tg®2005 and 2006. Participants in the Supplen®&ubars & Sense Plan normally
receive payment of their account balances in a lsom once they cease working full-time for us.

Potential Termination Payments

The materials below discuss payments and histieat our officers are eligible to receive ieth(i) resign or retire, (ii) are terminated by
us, with or without cause, (iii) die or become diga 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 uretéain circumstances after termination
of employment. See “Compensation Discussion andyaisa— Forfeiture of Prior Compensation” for maméormation.

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

» salary and unused vacation pay through the daermination, payable immediately in ce

» restricted stock that has ves

» benefits accrued and vested under our qualifiedsapplemental defined benefit pension plans, patyouts generally occurring at
early or normal retirement ay
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benefits held in our qualified and supplemengdirded contribution plans, which the employee isagally free to receive at the time
of termination

rights to continued health care benefits to themtequired by law

Payments Made Upon Voluntary or Involuntary Terminations . In addition to benefits described under the headmygediately above,
employees terminated by us without cause priordbamge of control are also entitled to:

exercise all vested options within 190 days oftdrenination datt
keep all unvested restricted stock if approved loy@ompensation Committs

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 Biggé (ii) receipt of their annual target incengivbbonus, and (iii) outplacement
assistance benefit

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 restricted stock (whsamiikely to be granted).

Payments Made Upon Retirement . Employees 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 restricted stock if approved loy@ompensation Committe

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 Terminatic’

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

payments under our disability or life insurancenplaas applicabl

exercise all of their options, all of which accelierupon death or disability, within two ye.
keep all of their restricted stock, whether vegiednvestec

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 headirfgayments Made Upon All Terminations,” except fflatipon 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 Control . We have entered into agreements that entitle ebotirexecutive officers (other than those
formerly employed by Embarqg) who are terminatedhautt cause or resign under certain specified cistantes within three years of any
change in control of CenturyLink to (i) receiveuanip sum cash severance payment equal to threettimasim of such offices’annual salar
and bonus, (i) receive such officer’s currentlygimg bonus, (iii) receive any such additional gaassup cash payments as may be nece:
to compensate him or her for any federal excisedapenalties or interest imposed upon contingaesmt@e in control payments and
(iv) continue to receive certain welfare benefitsthree years. For information on the severan@ngements applicable to our executive
officers formerly employed by Embarq, see “CompénsaDiscussion and Analysis — Other Benefits —i@jgaof Control Arrangements.”

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 DiscusaimhAnalysis — 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 Securities amtidge Commission.

In the event of a change in control of Cenitimi, our benefit plans generally provide, amonigestthings, that all restrictions on
outstanding restricted stock will lapse and alktanding stock options will become fully exercigabbh addition, participants in the
supplemental defined benefit plan whose serviterisinated 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.

Estimated Potential Termination Payments. The table below provides estimates of the valugagiments and benefits that would become
payable if our current executives named below wiemainated in the manner described below, in eask based on various assumptions, the
most significant of which are described in the ¢é&bhotes.

As a result of the Embarg merger, each ofcouarent executives named below is currently emtitieseverance benefits if involuntarily
terminated without cause. See “Compensation Dismugsid Analysis — Other Benefits — Change of Gadmirrangements.” Unlike the other
executives, Thomas A. Gerke is currently entitiedaverance benefits if his employment terminatestd death or disability.
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Potential Termination Payments

Type of Termination of Employment )

Termination
Type of Upon a Change of
Name Termination Payment () Retirement ®) Disability Death Control @

Current Executives:
Glen F. Post, Il Annual Bonus $ 906,60 $ 906,60: $ 906,60 1,380,23:
Equity Awards® 2,279,58! 13,816,48 13,816,48 13,816,48
Pension and Welfai®) 22,00( — — 2,436,47.
Cash Severand?) — — — 5,987,40
$ 3,208,18! $14,723,09 $14,723,09 23,620,60
Thomas A. Gerk Annual Bonus — $ 535,36 $ 535,36 535,36
Equity Awards®) — 10,555,56 10,555,56 10,555,56
Pension and Welfai®) — 818,59¢ 818,59¢ 818,59¢
Cash Severand?) — 4,429,811 4,429,811 4,429,811
— $16,339,34 $16,339,34 16,339,34
Karen A. Pucket Annual Bonus — $ 497,09¢ $ 497,09¢ 757,68«
Equity Awards(®) — 4,793,290 4,793,29 4,793,291
Pension and Welfa®) — — — 1,145,04
Cash Severand?) — — — 3,533,24:
— $ 5,290,38! $ 5,290,38! 10,229,27
R. Stewart Ewing, J Annual Bonus $ 365,84. $ 365,84. $ 365,84: 558,11:
Equity Awards®) 107,88t 3,714,071 3,714,071 3,714,07
Pension and Welfai(®) 42.00( — — 1,060,10.
Cash Severand?) — — — 2,917,94i
$ 515,72¢ $ 4,079,911 $ 4,079,911 8,250,23!
David D. Cole Annual Bonus — $ 264,29¢ $ 264,29 404,05!
Equity Awards® — 2,962,67. 2,962,67. 2,962,67.
Pension and Welfai(®) — — — 874,00!
Cash Severand?) — — — 2,118,69'
— $ 3,226,96:! $ 3,226,96! 6,359,422
Stacey W. Gof Annual Bonus — $ 25757 $ 257,57 393,85¢
Equity Awards®) — 2,476,04! 2,476,04! 2,476,04!
Pension and Welfai®) — — — 640,15:
Cash Severand?) — — — 4,030,24!
— $ 2,733,62. $ 2,733,62. 7,540,30:!

Former Executive:

Michael A. Maslowsk(®) Annual Bonus — — — 88,41°*
Equity Awards®) — — — 1,001,93
Pension and Welfai(®) — — — 627,36¢
Cash Severand?) — — — 1,688,44
— — — 3,406,15.

(1) All data in the table reflects estimates of theueabf payments and benefits assuming the namezkoffias terminated on December
2009. The closing price of the Common Shares oh date was $36.21. Except as otherwise noted iméo® 8 below, the table reflec
only estimates of amounts earned or payable througlh such date based on various assumptionsalA@toiounts can be determined
only at the time of termination. If a named offis®iuntarily resigns or is terminated with cause on
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she will not be entitled to any special or dexed benefits, but will be entitled to receiwigus payouts of benefits that vested before
the termination date. The table reflects potemi#giments based upon a physical disability; addilibenefits may be payable in the
event of a mental disabilit

(2) Asfurther described above, upon terminatibemployment, the named officers may become edtiib 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@mtnhanced pension and welfare benefits, or sagbrance payments. The table
excludes (i) payments or benefits made under bbaaed plans or arrangements generally availatd# salaried full-time employees
and (ii) benefits, awards or amounts that the effigas entitled to receive prior to terminatioreafployment

(3) Of the named officers, only Messrs. Post Bnihg are eligible to retire early under our pensgitans. The amounts reflected under the
“Retirement”column do not reflect the amount of lifetime anpyitlyments payable upon early retirement. Assuraanrty retirement &
of December 31, 2009, Messrs. Post and Ewing wieaNg been entitled to monthly annuity paymentspptaximately $7,525 and
$8,149, respectively, over their lifetimes, someavbfch, in the case of Mr. Ewing, may be payablaitex-wife under a qualified
domestic relations order. For further informatisee footnote €

(4) For Mr. Gerke, the information in this colurassumed he became entitled at December 31, 26G@%¢épance benefits under his Embarq
employment agreement as a result of being involipt&rminated without cause following Embarq’sacige of control at July 1, 2009.
For all others, the information in this column asss the named officer became entitled at Decenmbe2@®9 to the benefits under
CenturyLink’s change of control agreements desdrédeove under “- Payments Made Upon a Change ofr@bapon an involuntary
termination without cause. As described furtherarrglich heading, some of these benefits will acicnneediately upon a change of
control, regardless of whether the offi s employment terminates. All amounts are basedweral assumption

(5) The information in this row (i) reflects tircremental benefit to the named officer arising afithe accelerated vesting of his or her
stock options and restricted stock caused by timeination of employment, based upon the intrinsethnod of valuation, (i) assumes
that the Compensation Committee would not apprbeeatceleration of the named officer’s restrictedlsin the event of an
involuntary termination, and (iii) assumes that @@mpensation Committee would approve the accéeraf such restricted stock in
the event of the early retirement of Messrs. Po&waing.

(6) The information in this row reflects only timeremental benefits that accrue upon an evetdrafination, and excludes benefits that
were vested on December 31, 2009. For informatiothe present value of the named officers’ accutadlaenefits under our defined
benefit pension plans, see “- Pension Benefitsj'fan information on the aggregate balances ohtmaed officers’ non-qualified
deferred compensation, see “- Deferred Compensat#anindicated above, the named officer would dsoentitled to receive a
distribution of his or her 401(k) benefits and was other broz-based benefit:

(7) The information in this row excludes, in teese of disability or death, payments made by arste companies. For Stacey W. Goff
only, the information in this row includes, in tbase of payments made in connection with termingttiowing a change of control,
payments to compensate Mr. Goff for any federalsextaxes, penalties or interest payable as atrefstdceiving change of control
benefits.

(8) On December 31, 2009, Mr. Maslowski, formarlyr Senior Vice President and Chief Informatioffi€@f, left the Company in
connection with the Embarg merger. The amountsectftl under the column labeled “Termination Up@hange of Controltonstitutt
(i) Mr. Maslowski’s bonus for the first half of 200(ii) the incremental benefit arising out of thecelerated vesting of Mr. Maslowski's
restricted stock, (iii) incremental pension andfese benefits accrued by Mr. Maslowski upon higiieation and (iv) a cash payment
equal to three times his salary and average boverstioe past three years, all of which were paidrerpayable in accordance with the
terms and conditions of Mr. Maslowski’s retentiggreement described further under “Compensationusson and Analysis — Other
Benefits— Change of Control Agreemer”
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DIRECTOR COMPENSATION

Overview. The table and the discussion below summarizes hewompensated our outside directors in 2009.

2009 Compensation of Outside Directors

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

Current Directors:

Virginia Boulet $ 119,00( $ 100,00( $ 17,14¢ $236,14¢
Peter C. Browr® 49,50( 100,00( 4,42t 153,92!
Richard A. Gepharc® 42,00( 100,00( 4,42t 146,42!
W. Bruce Hank 125,50( 100,00( 20,95¢ 246,45¢
Gregory J. McCra 98,50( 100,00( 17,14¢ 215,64¢
C. G. Melville, Jr. 122,50( 100,00( 17,14¢ 239,64
Fred R. Nichols 117,00( 100,00( 17,14¢ 234,14¢
William A. Owens®@ 43,50( 300,00( 13,27¢ 356,77!
Harvey P. Perr 198,50( 100,00( 19,77¢ 318,27t
Stephanie M. Sher® ©) 48,50( 100,00( 4,42t 152,92!
Laurie A. Siege® 52,00( 100,00( 4,42¢ 156,42!
Joseph R. Zimme 99,50( 100,00( 17,14¢ 216,64¢
Former Directors:

William R. Boles, Jr(®) 44,50( 100,00( 8,19¢ 152,69¢
Calvin Czeschii® 52,00( 100,00( 23,16¢ 175,16t
Steven A. Davi{4)(@) 23,50( 100,00( 2,21 125,71:
James B. Gardn(®) 63,50( 100,00( 8,19¢ 171,69¢
Jim D. Reppon(®) 46,00( 100,00( 8,19¢ 154,19¢

(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 overehyrear 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, 2010. See “- Cash
and Stock Paymen”

(2) The following table sets forth, for each adésdirector, the total number of outstanding shaferestricted stock, restricted stock units
and stock options held by them as of December 329:

Restricte( Restrictec Stock

Name Stock Stock Unit: Options
Current Directors:
Virginia Boulet 6,39: — —
Peter C. Browr 3,161 — —
Richard A. Gepharc 3,161 3,28: —
W. Bruce Hank 6,39: — 16,00¢(
Gregory J. McCra 6,39:¢ — —
C.G. Melville, Jr. 6,392 — —
Fred R. Nichols 6,392 — —
William A. Owens 9,48: — —
Harvey P. Perr 6,39: — —
Stephanie M. Sher 3,161 — —
Laurie A. Siege 3,161 — —
Joseph R. Zimme 6,39: — 13,66
Former Directors:
William R. Boles, Jr — — —
Calvin Czeschir — — —
Steven A. Davit — — —
James B. Gardnt — — 16,00¢(

Jim D. Reppont — — —
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(3) Includes (i) the amount of dividends paidumvested stock, (ii) reimbursements for the costrofnnual physical examination and
related travel expenses and (iii) a vehicle reimbarent paid to one of our former directors, a®vad:

Dividends or
Unvested Restricte Physical Exan Vehicle
Name Stock Reimbursemei Reimbursemei Total

Current Directors:

Virginia Boulet $ 17,14¢ $ — $ — $17,14¢
Peter C. Browr 4,42°¢ — — 4,42°¢
Richard A. Gepharc 4,42°¢ — — 4,42°¢
W. Bruce Hank: 17,14¢ 3,80¢ — 20,95¢
Gregory J. McCra 17,14¢ — — 17,14¢
C.G. Melville, Jr. 17,14¢ — — 17,14¢
Fred R. Nichols 17,14¢ — — 17,14¢
William A. Owens 13,27 — — 13,27
Harvey P. Perr 17,14¢ 2,62¢ — 19,77¢
Stephanie M. Shet 4,42°¢ — — 4,42°¢
Laurie A. Siege 4,42°¢ — — 4,42°¢
Joseph R. Zimme 17,14¢ — — 17,14¢
Former Directors:

William R. Boles, Jr 8,19¢ — — 8,19¢
Calvin Czeschir 8,19¢ — 14,96¢ 23,16¢
Steven A. Davit 2,21z — — 2,21z
James B. Gardnt 8,19¢ — — 8,19¢
Jim D. Reppont 8,19¢ — — 8,19¢

For information on transactions relating to disectors, see “Related Party Transactions.” Ekesmtherwise noted in this footnote, the
chart above does not reflect (i) reimbursementsréarel expenses or (i) any benefits associatel participating in recreational
activities scheduled during board retreats. Foitmadl information, see “Compensation Discussiod &nalysis — Other Benefits —
Perquisite¢”

(4) Elected to the Board effective July 1, 2009 in amtion with the Embarg merge

(5) Current term will lapse at the meeting. ¢ Corporate Governan— Waiver of Governance Provisio”
(6) Resigned from the Board effective July 1, 2009dnreection with the Embarg merg

(7) Resigned from the Board effective September 3092@ to time constraint

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

Currently, the Chairman of the Board recesgsplemental board fees at the rate of $200,00§g@rpayable in shares of restricted stock.
The restricted stock issued to the Chairman on JuB009 vests May 15, 2010, subject to accelenatsting under certain limited
circumstances. The Chairman’s duties are set fortlur Corporate Governance Guidelines. See “CatpdBovernance.”
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Currently, Harvey Perry, in his capacity asfxecutive Vice Chairman of the Board, receivggptmental 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) monitg our strategies and (iv) performing certaie@xive succession functions.

Currently (i) the chair of the Audit Committeepaid supplemental board fees at the rate of08®0per year and (ii) the chair of the
Compensation Committee, the chair of the Nomina@oghmittee and the chair of the Risk Evaluation @utiee are each paid supplemental
board fees at the rate of $10,000 per year.

During 2009 the Compensation Committee autledreach outside director to receive shares ofietest Stock valued at $100,000 (based
on the average closing price of the Common Shargagithe 15 trading day period preceding the dhiesuance) that vest over a three-year
period. In May 2010, the Compensation Committezxjgected to authorize a similar grant payable th @utside director serving on the day
after our 2010 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 yeatlie 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 uaadwncern about personal liability in
connection with their service to CenturyLink. Wevbaigned agreements with each of those individeahsractually 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 persongdgr(except 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. Although
none of our directors used this charter servicendu2008 or 2009, one of our directors, VirginiauBet, used this service at her cost for one
round-trip in 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, 2004 to Decer8hie2009, in each case assun
(i) the investment of $100 on January 1, 2005 @ginb prices on December 31, 2004, and (i) reitmest of dividends.

—4— CenturyTel Inc.
$175.00 - —m— Standard and Poors 500
—&— S&P 500 Intagrated Telecom Services (1)

$128.13 L)

$125.00
$114.57
$102.10
£100.00
$75.00
570.25
$25.00
2004 2005 2006 2007 2008 2009
December 31
2004 2005 2006 2007 2008 2009
CenturyLink $100.0( $ 94.1¢ $117.8¢ $112.5° $ 79.2¢ $114.5°
S&P 500 Inde» 100.0( 104.9: 121.4¢ 128.1: 80.7: 102.1(
S&P Telecom Inde® 100.0( 95.4¢ 143.1% 169.0¢ 126.6: 134.7

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

Recent Transactions

In exchange for legal services rendered tim 2009, we paid fees of approximately $82,485He Boles Law Firm, a law firm owned by
William R. Boles, Jr., and approximately $47,68@&teeparate law firm owned by his sister. Mr. Bogedirector of CenturyTel since 1992, is
President and a director and practicing attornel Whe Boles Law Firm, which has provided legal/gess to us since 1968. Mr. Boles
resigned as a director on July 1, 2009 upon conopletf the Embarq merger.

We are one of the largest employers in Montogjsiana 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 figrmembers employed by us, although,
except with regard to Ms. Amman, who is describeld, none of them earn compensation in excedseo$120,000 threshold that would
require detailed disclosures under the federalyrabes. During 2009 we paid Martha Amman, our Mg@ra— Employment and Staffing,
total gross compensation of approximately $127,84hsisting of approximately $78,290 in salary, $62 in bonus, $23,746 in restricted
stock (valued on its vesting date) and $13,242mgpisites and other compensation. Ms. Amman isister of Harvey P. Perry, a director of
ours, and has been an employee of ours since 1998.

Review Procedures

Early each year, our director of internal adiitributes to the audit committee a written mefisting our payments to vendors, including a
list of transactions with our directors, officensamployees. This annual report permits the indéeehdirectors to assess and discuss our
related party transactions. Although we have nm&dwritten pre-approval procedure governing relgtarty 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. DU2id@9, Dennis G. Huber, our Executive Vice PrediderNetwork and Information
Technology, filed one business day late one susbrt@n Form 4, which reported one transaction.
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OTHER MATTERS

Conduct of the Meeting

The Chairman has broad responsibility andllagthority to conduct the meeting in an orderlg simely manner. This authority includes
establishing rules for shareholders who wish taeskithe meeting. Copies of these rules will bdabla 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 itemshis year's agenda and the need to concludmésting within a reasonable period of
time, we cannot assure that every shareholder wloew to speak on an item of business will be &btk so.

Shareholder Nominations and Proposals

In order to be eligible for inclusion in oML proxy materials pursuant to the federal praxgs, any shareholder proposal to take action
at such meeting must be received at our principetetive offices by December 6, 2010, 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 our Secretary between November 21, 2010 andubepd9, 2011 and must contain specified infornmationcerning, among other things,
the matters to be brought before such meeting andezning the shareholder proposing such mattéthe(date of the 2011 annual meeting
is more than 30 days earlier or later than May2®21,1, notice must be received by our Secretaryinvith days of the earlier of the date on
which notice of such meeting is first mailed torgtelders or public disclosure of the meeting dataade.) 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@r the year ende
December 31, 2009 that we filed with the Securitied Exchange Commission on March 1, 2010. In mdfditve have provided you with a
copy of or access to a separate booklet titled Z®8ew 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 withait charge by writing to Stacey W. Goff, SecretaryCenturyTel, 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 5, 2010
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INDEX TO FINANCIAL ANNUAL REPORT
December 31, 2009

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, 2009, which we filed with the Seasriéind Exchange Commission on March 1, 2010. Pessé¢éheForm 10-K for additional
information about our business and operations.

Information on Our Trading Price and Divider A-3
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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
2009:
First quartel $ 29.27 23.41 .7C
Second quarte $ 33.62 25.2¢ .7C
Third quartel $ 34.0C 28.9( .7C
Fourth quarte $ 37.1¢ 32.2¢ 7C
2008:
First quartel $ 42.0( 32.0C .067¢
Second quarte $ 37.2¢ 30.5¢ .067¢
Third quartel $ 40.3¢ 34.1: 1.332¢
Fourth quarte $ 40.0( 20.4¢ .7C

Common stock dividends during 2009 and 200&weaid each quarter. As of February 26, 2010¢thare approximately 36,000
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, 2009, 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 bBdhed 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, 2009. 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 elsewhere in our Annual Report on ForrKX6r the year ended December 31, 2009.

Selected Income Statement Data

Year ended December :

2009 2008 2007 2006 2005
(Dollars, except per share amounts, and shareg®sexl in thousand

Operating revenue $4,974,23! 2,599,74 2,656,24. 2,447,73 2,479,25.
Operating incom: $1,233,10 721,35. 793,07¢ 665,53¢ 736,40:
Net income attributable to CenturyTel, li $ 647,21 365,73: 418,37( 370,02° 334,47¢
Basic earnings per she $ 3.28 3.5 3.7¢ 3.1t 2.5
Diluted earnings per sha $ 3.2¢ 3.52 3.71 3.07 2.4¢
Dividends per common sha $ 2.8C 2.167¢ .2€ 25 .24
Average basic shares outstand 198,81: 102,26¢ 109,36( 116,67: 130,84:
Average diluted shares outstand 199,05 102,56( 112,78 121,99( 136,08:
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Selected Balance Sheet Data

December 31

2009 2008 2007 2006 2005
(Dollars in thousands
Net property, plant and equipme $ 9,097,13! 2,895,89: 3,108,37! 3,109,27 3,304,48
Goodwill $10,251,75 4,015,67. 4,010,911 3,431,13 3,432,64
Total asset $22,562,72 8,254,19! 8,184,55! 7,441,00 7,762,70
Long-term debt $ 7,253,65: 3,294,11! 2,734,35 2,412,85: 2,376,07!
Stockholder equity $ 9,466,79! 3,167,801 3,415,81l 3,198,96: 3,624,43.
The following table presents certain selecimasolidated operating data as of the followingdat
December 31

2009 2008 2007 2006 2005
Telephone access lines (1) 7,039,001 2,025,001 2,135,001 2,094,001 2,214,001
High-speed Internet customers 2,236,001 641,00( 555,00( 369,00( 249,00(

(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 aaga approximately 164,000

telephone access lines and 57,000 -speed Internet custome

(2) Access line counts for all periods reflect line sbmethodology adjustments to standardize legaey@¢gTel and Embarg line coun
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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 Decerdbe2009 with prior periods are less
meaningful than usual. We discuss below certaindsghat we believe are significant, even if theyr@ot necessarily material to the
combined company.

Subsequent to the Embarq acquisition, we avwean integrated communications company primarilgaged in providing an array of
communications services to customers in 33 statelsiding local and long distance voice, wholesaévork access, high-speed Internet
access, other data services, and video servicesriain local and regional markets, we also previder transport, competitive local
exchange carrier, security monitoring, and otheénmmainications, professional and business informatemices. We operate approximately
7.0 million access lines and serve approximatetynzillion broadband customers, based on operating as of December 31, 2009. For
additional information on our revenue sources,dete 19. For additional information on our acquisitof Embarg, see Note 2.
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During the year ended December 31, 2009, weriad a significant amount of one-time expendesyast majority of which are directly
attributable to our acquisition of Embarg. Suchenges are summarized in the table below.

Year endec
Description December 31, 20C
(Dollars in thousand

Severance and retention costs due to workforcectihs, including contractual early retirement pendenefits for

certain participant $ 98,92:
Integration related costs associated with our asitiprn of Embarc 86,37
Net charge associated with certain debt extinguéstia 60,84¢
Transaction related costs associated with our aitiui of Embarq, including investment banker aeghll fees 47,15
Accelerated recognition of share-based compensatipanse due to change of control provisions amdin@tions of

employmen 21,24«
Settlement expenses related to certain executivement plan: 17,83¢
Charge incurred in connection with our $800 milllidge facility 8,00(

$ 340,37:

All of the above items are included in opergtexpenses, except for the $60.8 million net ahargurred associated with certain debt
extinguishments (which is reflected in other incof@mepense) and interest expense) and the $8.@mdharge incurred in connection with
our $800 million bridge facility (which is refleden other income (expense)). None of the abovasteclude pre-closing expenses incurred
and recorded by Embarq prior to the effective tohthe acquisition. Based on current plans andrinédion, we expect to incur
approximately $200 million of additional non-redng integration related operating expenses subsgqoa®ecember 31, 2009.

In addition, due to executive compensationtéittons pursuant to the Internal Revenue Coderagn of the lump sum distributions
related to the termination of an executive retirethpan made in the first quarter of 2009 is refielcas non-deductible for income tax
purposes and thus increased our effective incometa. Certain merger-related costs incurred du2id09 are also non-deductible for
income tax purposes and similarly increased ourcéffe income tax rate. Such increase in our effecax rate was partially offset by a
$7.0 million reduction to our deferred tax assétigion allowance associated with state net opegydtss carryforwards. In addition, in 2009,
2008 and 2007, we recognized net after-tax beneffigpproximately $15.7 million, $12.8 million a#82.7 million, respectively, primarily
related to the recognition of previously unrecogditax benefits. See Note 12 and “Income Tax Exgdnslow for additional information.

Upon the discontinuance of regulatory accaunéffective July 1, 2009, we recorded a one-tinog-cash extraordinary gain that
aggregated approximately $218.6 million before medax expense and
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noncontrolling interests ($136.0 million after-amnd noncontrolling interests). See Note 15 for éalaikl information.

As further discussed in Note 11, during theose quarter of 2008, we recognized an $8.2 milioriailment loss (reflected in selling,
general and administrative expense) in connectitim amending our executive retirement plan. We atsmgnized a $4.5 million prex gair
(reflected in other income (expense)) upon liguatabf our investments in marketable securitiegaexecutive retirement plan trust in the
second quarter of 2008.

On April 30, 2007, we acquired all of the daisling stock of Madison River Communications C¢tpladison River”). See Note 2 for
additional information. We have reflected the resof operations of the Madison River propertiestn consolidated results of operations
since May 1, 2007.

In the fourth quarter of 2007, we recorded 6.6 million pre-tax impairment charge to write-dothe value of certain long-lived assets in
six of our northern competitive local exchange ieanmarkets to their estimated realizable value.d&%rmined the estimated realizable vi
based on proposals received during our sales padesich properties commenced in 2007. We solld ptaperties in separate transactions
in May and July 2008. Results of operations foséhmarkets are included in our consolidated resiilbperations up to the respective sales
dates.

During 2007, we recognized approximately $48illion of network access revenues in connectidth the settlement of a dispute with a
carrier and approximately $42.2 million of reveniresonnection with the lapse of a regulatory moiitg period (of which approximately
$25.4 million is reflected in network access revenand $16.8 million is reflected in data revenué& do not expect this level of favorable
revenue settlements to reoccur in the future.

In the fourth quarter of 2007, upon final distition of the remaining proceeds from the Ruralephone Bank dissolution, we recorded a
pre-tax gain of approximately $5.2 million.

During the last several years (exclusive ofugsitions and certain non-recurring favorable atipents), we have experienced revenue
declines in our voice and network access reventegply due to declines in access lines, intrastatcess rates, minutes of use, and federal
support fund payments. To mitigate these decliwesplan to, among other things, (i) promote longrteelationships with our customers
through bundling of integrated services, (ii) pae/new services, such as video and wireless broddbad other additional services that r
become available in the future due to advancesdnrology, wireless spectrum sales by the Fedenan@unications Commission (“FCCty
improvements in our infrastructure, (iii) providerdoroadband and premium services to a higher ptage of our customers, (iv) pursue
acquisitions of additional communications properifeavailable
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at attractive prices, (v) increase usage of ouvorlts and (vi) market our products and servicasso customers.

In addition to historical information, this managent’s discussion and analysis includes certain &odMooking statements that are
based on current expectations only, and are subbgeatnumber of risks, uncertainties and assumgtiomany 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 assuiaps$ prove incorrect. Factors that could affectusdtresults 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 etigul of the communications industry (includingglarising out of the FCC's proposed
rules regarding intercarrier compensation and theitérsal Service Fund and the FCC’s National Broaaidh Plan scheduled to be released
in the first quarter of 2010, each as describedum Annual Report on Form 10-K for the year endett&nber 31, 2009); our ability to
effectively adjust to changes in the communicatiodastry; our ability to successfully integrate Eang into our operations, including
realizing the anticipated benefits of the transactand retaining and hiring key personnel; our &@pito effectively manage our expansion
opportunities; possible changes in the demanddopricing of, our products and services; our atyilto successfully introduce new product
or service offerings on a timely and cost-effecti@sis; our continued access to credit marketsasoifable terms; our ability to collect our
receivables from financially troubled communicai@ompanies; our ability to pay a $2.90 per commsiaare dividend annually, which may
be affected by changes in our cash requirementstatapending plans, cash flows or financial pimsit unanticipated increases in our
capital expenditures; our ability to successfulggotiate collective bargaining agreements on reastsmterms without work stoppages; the
effects of adverse weather; other risks refererica time to time in this report or other of ouirfgs with the Securities and Exchange
Commission; and the effects of more general factoch as changes in interest rates, in tax rategccounting policies or practices, in
operating, medical or administrative costs, in gahenarket, labor or economic conditions, or in iggtion, regulation or public policy.
These and other uncertainties related to our bussrand our acquisition of Embarq are describedraater detail in Item 1A of our Annual
Report orForm 10-K for the year ended December 31, 2009.sfould be aware that new factors may emerge faora to time and it is not
possible for us to identify all such factors noname predict the impact of each such factor onbthiginess or the extent to which any on
more factors may cause actual results to diffemfithose reflected in any forward-looking statemevita are further cautioned not to place
undue reliance on these forward-looking statememltich speak only as of the date of our above-esfeed Annual Report on Form 10-K .
We undertake no obligation to update any of ouwBod-looking statements for any reason.
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Results of Operations

Net income attributable to CenturyTel, Ina. 2009 was $647.aillion, compared to $365.7 million during 2008 &#i18.4 million durin
2007. Net income before extraordinary item was $%idillion, $365.7 million and $418.4 million foné years ended December 31, 2009,
2008 and 2007, respectively. Diluted earnings paresfor 2009 was $3.23 compared to $3.52 in 20@858.71 in 2007. Diluted earnings |
share before extraordinary item for 2009 was $2A85mentioned in the “Overview” section above, weurred a significant amount of one-
time expenses in 2009 related to our acquisitioBrobarg. The increase in the number of sharesamastg in 2009 is primarily attributable
to the common stock issued in connection with agugsition of Embarqg on July 1, 2009. The numbeawdrage diluted shares outstanding
declined in 2008 compared to 2007 primarily dushare repurchases.

Year ended December & 2009 2008 2007
(Dollars, except per share amout
and shares in thousanc

Operating incom $1,233,10:. 721,35. 793,07¢
Interest expens (370,41 (202,21) (212,909)
Other income (expens (48,175 42,25: 40,02¢
Income tax expens (301,88) (194,35) (200,577
Income before noncontrolling interests and extramany item 512,63: 367,03( 419,62¢
Noncontrolling interest (1,379 (1,299 (1,259
Net income before extraordinary ite 511,25: 365,73: 418,37(
Extraordinary item, net of income tax expense ammtontrolling interest 135,95 — —
Net income attributable to CenturyTel, li $ 647,21 365,73: 418,37(

Basic earnings per she

Before extraordinary iter $ 2.55 3.5¢ 3.7¢

Extraordinary iterr $ .68 — —

Basic earnings per she $ 3.2t 3.5¢ 3.7¢
Diluted earnings per sha

Before extraordinary iter $ 2.55 3.52 3.71

Extraordinary iten $ .68 — —

Diluted earnings per sha $ 3.2¢ 3.52 3.71
Average basic shares outstand 198,81. 102,26¢ 109,36(
Average diluted shares outstand 199,05 102,56( 112,78

Operating income increased $511.7 million@@2 due to a $2.374 billion increase in operatigenues and a $1.863 billion increase in
operating expenses. Such increases in operatiegues, operating expenses and operating incomesubstantially due to our July 1, 2009
acquisition of Embarg. Operating income decreagddmillion in 2008 due to a $56.5 million decre#s operating revenues and a
$15.2 million increase in operating expenses.

A-10




Table of Contents

As mentioned in Note 15, 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 $108 million) for the yended December 31, 2009 as compared to the yead &etmber 31, 2008.

Operating Revenues

Year ended December : 2009 2008 2007
(Dollars in thousands

Voice $1,827,06. 874,04: 889,96(
Network acces 1,269,32; 820,38 941,50¢
Data 1,202,28. 524,19: 460,75!
Fiber transport and CLE 172,54: 162,05( 159,31
Other 503,02¢ 219,07¢ 204,70:
Operating revenue $4,974,23! 2,599,74 2,656,24.

Voice revenuedVe derive voice revenues by providing local excleatgdephone services and retail long distance ses\to customers in
our service areas. The $953.0 million increasevinesrevenues in 2009 is primarily due to $1.01kobi of revenues attributable to the
Embarq properties acquired July 1, 2009. The reimgi$63.2 million decrease is primarily due togi$30.9 million decrease due to a 6.6%
decline in the average number of access linesiimnaumbent markets; (ii) a $14.5 million decreaseustom calling feature revenues
primarily due to the continued migration of custesi® bundled service offerings at a lower effextiate and (i) an $8.1 million reduction
due to the elimination of all intercompany trangatt due to the discontinuance of regulatory actingn

The $15.9 million (1.8%) decrease in voicesrayes in 2008 is primarily due to (i) a $22.5 roillidecrease due to a 5.9% decline in the
average number of access lines (exclusive of aguiaition of Madison River properties); (ii) a $&0million decrease in custom calling
feature revenues primarily due to the continuedratign to bundled service offerings at a lower effee rate; and (iii) a $7.7 million decline
as a result of a decrease in revenues associate@xtended area calling plans. These decreasespaetially offset by $17.0 million of
additional revenues attributable to the MadisoreRproperties acquired April 30, 2007 and a $9.8ianiincrease in long distance revenues
attributable to an increase in the percentage btostomer base subscribing to fixed rate unlim@aiing plans and the implementation of
rate increases applicable to several rate plalaar?007 and early 2008.

Total access lines declined 380,000 during@2@@cluding access lines we acquired from Embardudy 1, 2009 but including access
lines lost in Embarg markets following such acquisition) compared tteeline of 136,800 during 2008. We believe thdidedn the numbe
of access lines during 2009 and
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2008 is primarily due to the displacement of triadial wireline telephone services by other competiservices and recent economic
conditions. Based on our current retention iniiesi, we estimate that our access line loss wildieveen 7.5% and 8.5% in 2010.

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 intrastaigevtransmissions; (i) receiving universal
support funds which allows us to recover a portibour costs under federal and state cost recaveghanisms and (iii) receiving reciprocal
compensation from competitive local exchange ceraad wireless service providers for terminatimgjrtcalls. Substantially all of our
interstate network access revenues are basediffedaccess charges filed directly with the Fetl®@mmunications Commission (“FCC").
Certain of our intrastate network access reventederived through access charges that we bilittastate long distance carriers and other
LEC customers.

Network access revenues increased $448.9m{l54.7%) in 2009 and decreased $121.1 million9% in 2008 due to the following
factors:

2009 2008
INncrease INncrease
(decrease (decrease
(Dollars in thousands
Acquisition of Embarg in 200 $530,96¢ —
Favorable settlement of a dispute with a carrietGA7 — (48,987)
Intrastate revenues due to decreased minutes pfleseased access rates in certain states anderexso
from state support func (35,509 (29,027
Elimination of all intercompany transactions duehe discontinuance of regulatory accoun (26,03)) —
Revenue recognition upon expiration of regulatognitoring periods in 200 — (25,407)
Partial recovery of operating costs through reveshaing arrangements with other telephone companie
interstate access revenues and return on rate (17,057 (15,857
Recovery from the federal Universal Service Highs@damop support progral (12,969 (14,596
Acquisition of Madison River in 20C — 12,34¢
Prior year revenue settlement agreements and 9,51¢ 39¢€
$448,93¢ (121,12)

We believe that intrastate access rates andtes will continue to decline in 2010, althoughaa@not precisely estimate the magnitude of
such decrease. Complaints filed by interexchangéecain several of our operating states or dttated legislation could, if successful,
place further downward pressure on our intrastatess rates.
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As mentioned above, upon the discontinuangegilatory accounting effective July 1, 2009, vegdn eliminating all intercompany
transactions with regulated affiliates that pregiguvere not eliminated under the application gfulatory accounting.

We currently expect our network access revemaeontinue to be negatively impacted in 201@&Iogduction in Universal Service Fund
receipts. In addition, a wireless carrier has rediius of its intention to migrate a portion ofriestwork traffic from us in 2010. We currently
estimate these items, along with the transitiolond distance voice services from a wholesale gearent with another carrier to our owned
networks, will reduce network access revenues apadely $120-130 million in 2010 as compared te &mnual run rate for the last half of
20009.

In March 2006, we filed a complaint againsearier for recovery of unpaid and underpaid accessges for calls made using the carrier’s
prepaid calling cards and calls that used InteiPmetocol for a portion of their transmission. InrAR2007, we entered into a settlement
agreement with the carrier and received approxilp&#9 million cash from them related to the issdescribed above.

Data revenues We derive our data revenues primarily by providighspeed Internet access services and data transmgsigices ove
special circuits and private lines. Data revennesgiased $678.1 million in 2009 due to $689.8 omllof revenues attributable to Embarg.
Excluding Embarq, data revenues decreased $11llidmsubstantially due to a $51.4 million reductidure to the elimination of all
intercompany transactions resulting from the disioorance of regulatory accounting. Such decreasepasially offset by a $38.5 million
increase in DSL-related revenues primarily duertowgh in the number of DSL customers in our incuntbmarkets.

Data revenues increased $63.4 million (13.B?2008 substantially due to (i) a $57.8 millioriease in DSL-related revenues primarily
due to growth in the number of DSL customers and1i6.3 million of additional revenues contributegl Madison River. Such increases
were partially offset by $16.8 million of one-timevenues recorded in third quarter 2007 upon etipiraf a regulatory monitoring period.

Fiber transport and CLEQOur fiber transport and CLEC revenues include raesrfrom our fiber transport, competitive local lexicge
carrier (“CLEC”") and security monitoring businessétber transport and CLEC revenues increased $hdlion in 2009 primarily due to
$8.3 million of revenues attributable to Embarq ar5.8 million increase in fiber transport revesifguch increases were partially offset |
$4.5 million reduction due to the elimination ofiakercompany transactions resulting from the aiigsyuance of regulatory accounting
beginning in the third quarter of 2009.

A-13




Table of Contents

Fiber transport and CLEC revenues increaset iifllion (1.7%) in 2008, of which $6.4 million walue to growth in our incumbent fiber
transport business and $2.5 million was due totexfail revenue contributed by Madison River. Sutdréases were partially offset by a
$2.6 million decrease due to the sales of six CloiaCkets that were consummated in the second amtigharters of 2008 and a $3.5 million
decrease in CLEC revenues primarily due to thedbssistomers.

Other revenuedNe derive other revenues primarily by (i) leasisglling, installing and maintaining customer presmis
telecommunications equipment and wiring; (ii) paieg payphone services primarily within our locahsce territories and various
correctional facilities around the country; (iiiicipating in the publication of local directasigiv) providing network database services;
(iv) providing our video services, as well as othew product and service offerings. Other revermeagased $284.0 million in 2009, of
which approximately $318.1 million related to oenaisition of Embarg. Excluding Embarq, other raxemndecreased $34.2 million prima
as a result of a $17.4 million reduction due toghmination of all intercompany transactions réisgl from the discontinuance of regulatory
accounting and a $10.5 million decrease in ceriamregulated product sales and service offerings.

Other revenues increased $14.4 million (7.692008 primarily due to (i) $7.7 million of additial revenues contributed by Madison
River and (ii) a $2.8 million increase in directogvenues.

Operating Expenses

Year ended December & 2009 2008 2007
(Dollars in thousands

Cost of services and products (exclusive of deptixi and amortizatior $1,752,08 955,47 937,37!

Selling, general and administrati 1,014,34. 399,13t 389,53:

Depreciation and amortizatic 974,71( 523,78t 536,25!

Operating expenst $3,741,13 1,878,39 1,863,16.

Cost of services and produc@ost of services and products increased $796.60mi(83.4%) in 2009 primarily due to $888.8 millioh
expenses attributable to the Embarq propertiesiaactian July 1, 2009. The remaining $92.2 millietkase is primarily due to (i) a $88.7
million reduction in expenses resulting from thien@hation of all intercompany transactions resgtfrom the discontinuance of regulatory
accounting; (i) a $4.9 million decrease in custosgvice related expenses; (iii) a $4.6 milliogr@ase in access expense; and (iv) a $4.1
million decrease in CLEC expenses as a resulteflitestiture of six CLEC markets in 2008. Suchreases were partially offset by a
$15.8 million increase in salaries, wages and hsngfimarily due to increases in pension expemsksharehased compensation expense
a $12.4 million increase in DSL-related expensestdian increase in the number of DSL customerseder
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Cost of services and products increased $18libn (1.9%) in 2008 primarily due to (i) $22.7ilfron of additional costs incurred by the
Madison River properties; (ii) a $12.3 million iease in DSL-related expenses due to growth indh@er of DSL customers; (iii) a
$4.9 million increase in costs associated withatiitg switched digital video services; and (i41 million increase due to a one-time
reimbursement of costs received from our satehitevision service provider in the second quarté0®7 in connection with the change in
our contractual arrangement. Such increases wetialpaoffset by (i) a $16.6 million impairment atge recorded in 2007 related to certain
of our CLEC assets that were subsequently sol®@82(ii) a $4.4 million reduction in costs duethe six CLEC markets sold; and (iii) a
$1.6 million decrease in salaries and benefits.

Selling, general and administrativBelling, general and administrative expenses ise@&615.2 million in 2009 primarily due to
$500.6 million of expenses attributable to Embavhi¢h includes approximately $106.0 million of coassociated with employee termina
benefits, primarily due to severance and retertiemefits, contractual pension benefits and acd@deraf share-based compensation expense
associated with Embarq employee terminations).réheining $114.6 million increase is primarily doei) $86.4 million of integration
costs associated with our acquisition of Embariparily related to system conversion efforts; $47.2 million of transaction related merger
costs, including investment banker and legal fessaated with our acquisition of Embarq; and §it)3.8 million of higher employee benefit
costs, primarily due to higher pension expensenrily due to $17.8 million of accelerated experesmgnition due to change of control
provisions triggered upon our acquisition of Embang the termination of a supplemental executitieereent plan) and share-based
compensation expense (due to the accelerated gestaquity grants of our employees upon the addprisof Embarq). Such increases were
partially offset by (i) a $19.5 million reduction expenses resulting from the elimination of akéinompany transactions due to the
discontinuance of regulatory accounting; (i) a F1@illion reduction in operating taxes primarilyalto the favorable resolution of certain
transaction tax audit issues; and (iii) an $8.liamireduction in marketing expenses.

Selling, general and administrative expenseerased $9.6 million (2.5%) in 2008 primarily dadi) an $11.4 million increase in
marketing expenses; (ii) an $8.2 million increasge tb expenses related to the curtailment lossciagsd with our SERP; (iii) $5.0 million of
costs associated with our acquisition of Embard; @r $4.8 million of additional costs incurred Madison River. Such increases were
partially offset by (i) an $8.8 million decreaseoperating taxes; (i) a $5.4 million decreasead debt expense (most of which was
attributable to a favorable settlement with a earin first quarter 2008); (iii) a $4.3 million dease in salaries and benefits; and (iv) a
$2.7 million decrease in information technology exges.

Depreciation and amortizationDepreciation and amortization increased $4501Bomi(86.1%) in 2009 primarily due to $492.6 nmlfi
of depreciation and amortization attributable totfang (including
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$118.4 million of amortization expense relatedtsocustomer list and other intangible assets).réh@aining $41.7 million decrease was
primarily due to a $59.8 million decrease in defaton expense resulting from a reduction in certgpreciation rates effective July 1, 2009
upon the discontinuance of regulatory accountileg (8ote 15) and due to certain assets becomingdapireciated. Such decreases were
partially offset by an $18.8 million increase daehtgher levels of plant placed in service in awaumbent markets.

Depreciation and amortization decreased $d@1®n (2.3%) in 2008 primarily due to a $36.7 hwh reduction in depreciation expense
due to certain assets becoming fully depreciatadh Slecrease was partially offset by $13.7 milbdmadditional depreciation and
amortization incurred by Madison River and a $1Riion increase due to higher levels of plant émasce.

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

Interest Expense

Interest expense increased $168.2 milliond@2compared to 2008 primarily due to $179.9 nmllad interest expense attributable to
Embarq’s indebtedness assumed in connection withaquisition 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 ti drtinguishment transactions consummated in @ctab09. See Note 5 for additional
information.

Interest expense decreased $10.7 million (5i%008 compared to 2007. An $18.0 million deseedue to lower average interest rates
was partially offset by a $9.3 million increase daéncreased average debt outstanding.

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 $(48.2) million for 2009 canep to $42.3 million for 2008 and
$40.0 million in 2007. Included in 2009 is (i) aZ@ million pre-tax charge related to certain detitnguishment transactions consummated
in October 2009 (see Note 5 for additional inforim@t and (ii) an $8.0 million pre-tax charge asated with our $800 million bridge credit
facility (see Note 2 for additional informationjpdluded in 2008 is (i) approximately $10 milliodated to the recognition of previously
accrued transaction related and
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other contingencies; (ii) a pre-tax gain of $4.%ion upon the liquidation of our investments innietable securities in our SERP trust; (iii) a
pre-tax gain of approximately $7.3 million from teales of certain nonoperating investments; arjda(#%3.4 million pre-tax charge related to
terminating all of our existing derivative instrume in the first quarter of 2008. The year 2007udes a non-recurring pre-tax gain of

$10.4 million related to the sale of our interestireal estate partnership and a $5.2 milliontgxegain resulting from the final distribution of
funds from the Rural Telephone Bank redemption oaat below. Our share of income from our 49% ewéin a cellular partnership
increased $7.0 million in 2009 compared to 2008denteased $2.5 million in 2008 compared to 200& .rg¢ord our share of the partners
income based on unaudited results of operationkthattime we receive audited financial statemdotshe partnership from the unaffiliated
general partner. Upon receipt of the respectivétedidinancial statements, we recorded unfavoratdjastments in 2008 (upon completion of
the 2007 audit) and favorable adjustments in 20@0rt completion of the 2006 and 2005 audits).

Income Tax Expense

The effective income tax rate was 37.2%, 34386l 32.4% for 2009, 2008 and 2007, respectiv@dytain executive compensation
amounts, including the lump sum distributions paidertain executive officers in connection witsatintinuing the Supplemental Executive
Retirement Plan (see Note 11), are reflected asdednctible for income tax purposes pursuant ta@iee compensation limitations
prescribed by the Internal Revenue Code. The treattiof these amounts as non-deductible resultétkinecognition of approximately
$9.2 million of income tax expense in 2009 aboveants that would have been recognized had such gragnbeen deductible for income
purposes. Our 2009 effective tax rate is also hieeause a portion of our merger-related transacists incurred during 2009 are non-
deductible for income tax purposes (with such tresit resulting in a $6.9 million increase to incotawe expense). Such increases in income
tax expense were partially offset by a $7.0 millieduction in income tax expense primarily caused beduction to our deferred tax asset
valuation allowance associated with state net djperdoss carryforwards primarily due to a law cparn one of our operating states that we
believe will allow us to utilize our net operatitags carryforwards in the future. Prior to the lewange, such net operating loss carryforwards
were fully reserved as it was more likely than thatt these carryforwards would not be utilized ptaoexpiration.

Income tax expense was reduced by approxigndfed.7 million in 2009, $12.8 million in 2008 af82.7 million in 2007 due to the
recognition of previously unrecognized tax benggtse Critical Accounting Policies below and No2® &nd other adjustments upon
finalization 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 15 for additibindormation related to this extraordinary gain.
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Accounting Pronouncements

In June 2009, the Financial Accounting Staddd@oard issued guidance regarding the accountémglards codification and the hierarchy
of generally accepted accounting principles (“GAAPe codification is now the single source ofrauitative United States GAAP for all
non-governmental entities. The codification, whit@tame effective July 1, 2009, changes the refargrand organization of accounting
guidance. The issuance of this codification stasha@dl not change GAAP, and therefore the adoptibthis guidance will only affect how
specific references to GAAP literature are disalbipethe notes to our consolidated financial staets and elsewhere in our reports filed \
the SEC.

In December 2007, the Financial Accountingh8tads Board issued guidance on business comhisatichich requires an acquiring en
to recognize all of the assets acquired and liddsliassumed in a transaction at the acquisitiom fdér value with limited exceptions. Such
guidance also changes the accounting treatmeweftain specific items, including acquisition costsquired contingent liabilities,
restructuring costs, deferred tax asset valuatiowances and income tax uncertainties after thpiisdion date and is effective for us for all
business combinations for which the acquisitioredsibn or after January 1, 2009. We have accodoteslir acquisition of Embarg using
this guidance. During 2009, we incurred approxinyasd 7.2 million of transaction-related expensednfarily investment banker and legal
fees) related to our acquisition of Embarq. Sudtsare required to be expensed as incurred anéfegeted in selling, general and
administrative expense in our consolidated statéimmeincome for the year ended December 31, 2009.

In June 2008, the Financial Accounting Stadgd@oard issued guidance on determining whethéuiments granted in share-based
payment transactions are participating securiBased on this guidance, we have concluded thabvwatstanding 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 recast our puslyaeported earnings per share. Under
the new accounting guidance, we have recast ourquay reported diluted earnings per share for@(¥8.56 per share) and 2007 ($3.72 per
share) as $3.52 per share for 2008 and $3.71 ff.20

In December 2007, the Financial Accountingh8tads Board issued guidance regarding noncomtgoititerests in consolidated financial
statements, which requires noncontrolling interastse recognized as equity in the consolidatedriza sheets. In addition, net income
attributable to such noncontrolling interests guieed to be included in consolidated net incontés Guidance is effective for fiscal years
beginning on or after December 15, 2008. Our firdrstatements as of and for the twelve

A-18




Table of Contents

months ended December 31, 2009 reflect our nonaitinty interests as equity in our consolidated batasheet. Prior periods have been
adjusted to reflect this presentation.

In January 2009, we adopted new accountindamgie related to employers’ disclosure about pirgtneent benefit plan assets, which
expands the disclosures required by previous ga&#mdiscuss the assumptions and risks used tpwterfair value for each category of
plan assets. See Notes 10 and 11 for additionainivdtion.

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 otha@nthjuoted 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 18 for
additional information.

Critical Accounting Policies

Our financial statements are prepared in amwe with accounting principles that are generadlyepted in the United States. The
preparation of these financial statements requir@sagement to make estimates and assumptionsfittthe reported amounts of assets,
liabilities, revenues and expenses. We continuaibluate our estimates and assumptions includioggthelated to (i) revenue recognition,

(i) allowance for doubtful accounts, (iii) pensiand postretirement benefits, (iv) intangible aorgHived assets, (v) business combinations
and (vi) income taxes. Actual results may diffemfrthese estimates and assumptions and theseediff=s may be material. We believe these
critical accounting policies discussed below ineéshigher degree of judgment or complexity.

Revenue recognitioWVe collect in advance fees for fixed rate servisesh as local service, unlimited long distancghfspeed Internet
and certain data services, and defer revenue ramogantil these services are provided to the @orgtr. We bill in arrears variable rate billi
services, including minute driven long distanceadmnd access 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 dnaggit-line basis over the average life of theteoeer. Operating revenues include certain
revenue reserves for billing disputes and conirdgetpretations. These reserves require managesiedgment and are based on many
factors including historical trends, contract aadft interpretations and developments during #sotution process.
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Allowance for doubtful accountsn 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 related accounts receivable to the amount tireatkly expect to collect from customers and eastilf circumstances change or econc
conditions worsen such that our past collectioreeigmce is no longer relevant, we may need to asgeur reserves from the levels reflected
in our accompanying consolidated balance sheet.

Pension and postretirement benefsscounting for pensions and postretirement bengafitslves estimating the cost of benefits to be
provided well into the future and attributing tlcatst 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 independetitaries. The results of this effort provide mamagnt with the necessary information
on which to base its judgment and develop the estismused to prepare the financial statements.délsan assumptions used could result
material impact to our financial results in anyegiyeriod.

The pension plan we assumed in connection théfEmbarg acquisition was underfunded by appratety $1.0 billion with respect to the
projected benefit obligation as of the July 1, 2@@§uisition date. In the third quarter of 2009,amatributed $115 million to the legacy
Embarq pension plan. We currently expect to contelapproximately $300 million to the legacy Embpegsion plan in 2010. Based on
current actuarial estimates as of December 31, #@i%ssume a $300 million contribution in 201@, witilization of our existing remaining
credit balance to partially satisfy future requigegh contributions and assuming no further digmraty contributions are made, we would
be required to make a minimum contribution to #galcy Embarqg pension plan until 2012. Our minimequired contributions to our other
pension plans are immaterial. The actual levebatbutions required in future years can changaiicantly depending on discount rates
and actual returns on plan assets.

A significant assumption used in determining pension and postretirement expense is the esghémbgterm rate of return on plan ass
For 2009 and 2008, we utilized an expected longrtete of return on plan assets of 8.25% for ocummbent pension plan and 8.50% for the
pension plan we assumed in connection with the Eqéequisition. We believe such return assumptiefiect the expected long-term rates
of return in the financial markets based on ourentrplan asset allocation. We also reviewed tetlhical rates of return on those plan assets
over long-term periods that ranged from 10 to 28rgeA 25 basis point decrease in the return om gdaet assumption would increase our
annual combined pension and postretirement expgr®ximately $8.0 million. Should we experienceedseturns that are significantly
below our 8.25-8.50% long-term rate of return agstions, we may experience in the future
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higher levels of pension expense, higher levelggfiired contributions and lower stockholders’ ggbalances (due to accumulated other
comprehensive losses).

Another assumption used in the determinatfasuo pension and postretirement benefit plan altiams is the appropriate discount rate.
The discount rate is an assumed rate of returwetbfrom higheuality debt securities that, if applicable at theasurement date to a speci
amount of principal, would provide the necessature cash flows to pay our pension benefit oblyaiwhen they become due. For our
pension plans, the discount rate used for the Dbeefil, 2009 and 2008 measurement dates were ddmywmatching projected benefit
payments to bond yields obtained from the CitiGr@gmsion Discount Curve (Above Median) which atandtely derived from the AA-
rated corporate bond sector. For the year endedrbeer 31, 2007, we utilized the CitiGroup PensidgscBunt Curve to derive our discount
rate. Our discount rate for determining benefiigdtions under our pension plans at December 319 2&nged from 5.5 to 6.0% compared to
6.6 to 6.9% at December 31, 2008. The discountaatechange from year to year based on market ttonslthat impact corporate bond
yields. We use a similar methodology to determireediscount rate for our postretirement plan blzirg as a reference the Hewitt T
Quartile Yield Curve as of the end of the year. @iscount rate for determining benefit obligatiemsler our postretirement plans at
December 31, 2009 was 5.70-5.80% compared to 6tWé@mber 31, 2008. A 25 basis point decreadeeim$sumed discount rate would
increase annual combined pension and postretireexgense approximately $2.0 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 adoayguidelines.

We are required to review goodwill recordedbirsiness combinations for impairment at least aliyyand 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 telepbperations based on five geographic regions (Whvielinternally refer to as Mid-
Atlantic, Southern, South Central, Northeast and¥tm) and have considered these five operatingmedo be our reporting units in testing
for goodwill impairment of our telephone operatioRsior to our Embarqg acquisition, we managed ocall exchange telephone operations
based on three geographic regions. The remaindmiragoodwill is associated with our competitivedbexchange carrier (CLEC), fiber
transport, security monitoring and other operatiofixgur business, all of which we treat as separgierting units in our goodwill impairment
testing.

The breakdown of our goodwill balances as et&mber 31, 2009 by reporting unit is as followadants in thousands):
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Telephone operations (Iv-Atlantic) $ 2,224,69
Telephone operations (Southe 2,294,99
Telephone operations (South Cent 2,486,04.
Telephone operations (Northea 2,250,39
Telephone operations (Weste 945,83:
CLEC operation: 29,93t
Fiber transport operatiol 10,60
Security monitoring operatior 4,96¢
All other operation: 4,281
Total goodwill $10,251,75

We estimate the fair value of our telephonerafions reporting units using a multiple of eagsitefore interest, taxes and depreciation
(EBITDA), as described below. For each telephopeming unit, we compare its estimated fair valég carrying value. If the estimated !
value of the reporting unit is greater than theyag value, we conclude that no impairment exidtthe fair value of the reporting unit is le
than the carrying value, a second calculationgsired in which the implied fair value of goodwidl compared to its carrying value. If the
implied fair value of goodwill is less than its odang value, goodwill must be written down to itaplied fair value.

As of September 30, 2009, we completed thaired annual test of goodwill impairment. Such imnpeent test excluded the goodwill
associated with our acquisition of Embarq pendinglization of the determination of the fair valu#sassets acquired and liabilities assumed
in connection therewith. We determined that ourdyath was not impaired as of such date. As of DelbenB1, 2009, we performed a
subsequent impairment test that included the gdbdesgociated with our Embarq acquisition and codet that our goodwill was not
impaired as of December 31, 2009.

The multiple of EBITDA we utilize in our goodhimpairment testing for our telephone operatigmsupported by a sum-of-the-parts
independent valuation analysis performed and updataually by a major investment banking firm ohddéof its clients. This valuation
report includes CenturyTel as well as other peerganies in the local exchange carrier industrghéhmost recent analysis performed by this
firm, valuations of specific assets were based comabination of public and private market compagalsind EBITDA multiples were affect
by access line trends and the future expectatibtimse trends. Based on the above, we utilizeBBITDA multiple of 5.6 times for our
goodwill impairment analyses performed as of Sepm30, 2009 and December 31, 2009. For the pastae/ears, we have consistently
utilized the EBITDA multiples derived from this iadendent analysis. The EBITDA multiple derivedha tnalyst report and utilized in our
goodwill impairment testing decreased from 7.0002to 6.5 in 2008 to 5.6 in 2009, in large partheéeve due to the continued erosion of
access lines.

As of December 31, 2009, the estimated fdirevaf the Southern region exceeded its carryingevhy less than 5%. Should events occur
(such as continued access line losses or othenueveductions)
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that would cause the fair value to decline bel®@acdrrying value, we may be required to recordracash charge to earnings during the
period in which the impairment is determined.

We estimate the fair value of our other repgrunits using various methods, including multiptd EBITDA (as described above) and
multiples of revenues. We completed the tests oflgdll impairment (as of September 30, 2009 andddawer 31, 2009) for our other
reporting units and determined that our goodwilkwat impaired as of such dates.

The carrying value of long-lived assets othan goodwill is reviewed for impairment wheneveegts or circumstances indicate that such
carrying amount cannot be recoverable by assesiséngecoverability of the carrying value througkireated undiscounted net cash flows
expected to be generated by the assets. If theemdited net cash flows are less than the carighge, an impairment loss would be
measured as the excess of the carrying valueafgllved asset over its fair value. We recogniaekl 6.6 million pre-tax impairment charge
in 2007 related to certain of our CLEC assetsweat subsequently sold in 2008.

Business combinationshe new accounting guidance for business combinsiticas effective for us for all business combineio
consummated on or after January 1, 2009 and reqjair@cquiring entity to recognize all of the assefuired and liabilities assumed at the
acquisition date fair value. We were the accoungioguirer in our acquisition of Embarq. The allomabf the purchase price to the assets
acquired and liabilities assumed of Embarq (andéelated estimated lives of depreciable tangibktidentifiable intangible assets) required a
significant amount of judgment and was consideredtial estimate. Such allocation of certain asp@f the purchase price to items that are
more complex to value was performed by an indepemnegsduation firm based on information providedrbgnagement. See Note 2 for
additional information concerning the assignmerfagfvalues to the assets acquired and liabildigsumed of Embarg.

Income taxesWe estimate our current and deferred income taassdon our assessment of the future tax conseegiehtransactions
that have been reflected in our financial statesientpplicable tax returns. Actual income taxed pauld vary from these estimates due to
future changes in income tax law or the resolutibaudits by federal and state taxing authorit#e. maintain liabilities for unrecognized tax
benefits for various uncertain tax positions takeaur tax returns. These liabilities are estimdiaded on our judgment of the probable
outcome of the uncertain tax positions and aresaelflperiodically based on changing facts and gistances. Changes to the liabilities for
unrecognized tax benefits could materially affqmmating results in the period of change. Durin@2®008 and 2007, we recognized
approximately $15.7 million, $12.8 million, and $32nillion, respectively, of previously unrecogrizeax benefits (including related interest
and net of federal tax benefit) and other adjustmapon finalization of tax returns. Such benefiese recorded primarily as a result of the
favorable
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resolution of audits, administrative practices #rallapse of statute of limitations in certain gdictions. See Note 12 for additional
information regarding our unrecognized tax bengfits

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

Inflation

The vast majority of our telephone operatiaresnow regulated under price-cap regulation fargtate purposes, for which price changes
for certain revenue components are limited to #te of inflation. As operating expenses in our eguitated lines of business increase as a
result of inflation, we, to the extent permitteddmmpetition, attempt to recover the costs by iasireg prices for our services and equipment.

MARKET RISK

We are exposed to market risk from changésténest rates on our long-term debt obligations. Wve 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 discountesth 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 presédmiedv, although the actual results may differ fritiase estimates.

In connection with our Embarq acquisition, Eartis existing long-term debt as of the acquisitiaite was valued at its estimated fair
value. At December 31, 2009, we estimated theviline of our long-term debt to be $8.4 billion kthsa the overall weighted average
interest rate of our debt of 7.1% and an overalgimed maturity of 11 years compared to terms atekrcurrently available in long-term
financing markets. As of December 31, 2009, appnaxely 96.2% of our long-term debt obligations wixed rate. Market risk is estimated
as the potential decrease in fair value of our itargy debt resulting from a hypothetical increak@lobasis points in interest rates (ten
percent of our overall weighted average borrowatg). Such an increase in interest rates wouldtrnesapproximately a $362.1 million
decrease in fair value of our fixed-rate long-tetebt at December 31, 2009, but would have no impactur results of operations or cash
flows. A 100 basis point increase in variable iagtrates would have had a negative pre-tax imgfaappproximately $2.6 million on our
results of operations and cash flows for the twahamths ended December 31, 2009, but would havepact on the fair value of our long-
term variable-rate debt.

A-24




Table of Contents

We seek to maintain a favorable mix of fixexdl &ariable rate debt in an effort to limit interessts and cash flow volatility resulting from
changes in rates. From time to time over the pastral years, we have used derivative instrumen fock-in or swap our exposure to
changing or variable interest rates for fixed iagtrates or (ii) to swap obligations to pay fixegrest rates for variable interest rates. We
have established policies and procedures for sskssment and the approval, reporting and morgtaffinlerivative instrument activities. We
do not hold or issue derivative financial instrunisefor trading or speculative purposes. Managerperibdically reviews our exposure to
interest rate fluctuations and implements stratetfiananage the exposure.

In January 2008, we terminated all of our &x@s“fixed to variable” interest rate swaps asateil with the $500 million principal amount
of our Series L senior notes, due 2012. In conagatiith the termination of these derivatives, weereed aggregate cash payments of
approximately $25.6 million, which has been reféecas a premium of the associated long-term debisalneing amortized as a reduction of
interest expense through 2012 using the effectiterést method. In addition, in January 2008, e términated certain other derivatives
were not deemed to be effective hedges. Upon thariation of these derivatives, we paid an aggegaapproximately $4.9 million (and
recorded a $3.4 million pre-tax charge in the fipsarter of 2008 related to the settlement of thiesevatives). As of December 31, 2009, we
had no derivative instruments outstanding.

We are also exposed to market risk from chaungéhe fair value of our pension plan assets.|&\ir pension plan asset returns were
positive for 2009, the loss on our incumbent pemgi@n assets was approximately 28% for 2008. dfaatual return on plan assets is
significantly lower than our expected return asstiomp our net periodic pension expense will inceegsthe future and we may be required to
contribute additional funds to our pension planthmfuture. The pension plan we assumed in owrisitipn of Embarqg was substantially
underfunded as of the acquisition date. Duringakehalf of 2009, we contributed $115 million ketEmbarq pension plan. Such plan may
require a significant amount of additional fundinghe near future. Based on current actuariahegts as of December 31, 2009 that assume
a $300 million contribution in 2010, the utilizati@f our existing remaining credit balance to palstisatisfy future required cash
contributions and assuming no further discretioramtributions are made, we would not be requiceshéke a minimum contribution to the
legacy Embarq pension plan until 2012. Our mininmenuired contributions to our other pension plaresimmaterial. The actual level of
contributions required in future years can changeificantly depending on discount rates and acteairns on plan assets.

Certain shortcomings are inherent in the mettifoanalysis presented in the computation offalue 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 exiatedf December 31, 2009.
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LIQUIDITY AND CAPITAL RESOURCES

Excluding cash used for acquisitions, we mycash provided by operations to fund our dividpagments and our operating and capital
expenditures. During the last few months of 2008 berrowed against our long-term revolving creddility and held excess cash to provide
us flexibility in the challenging economic enviroant. As a result, our working capital position vpasitive as of December 31, 2008. During
2009, we repaid a portion of these borrowings whésulted in a negative working capital positiorob®ecember 31, 2009, which is more
representative of our typical working capital piasit Our operations have historically providedabt# source of cash flow which has helped
us continue our long-term program of capital imgnoents.

Operating activitiesNet cash provided by operating activities was $4 Biflion, $853.3 million and $1.030 billion in 2002008 and
2007, respectively. Payments for income taxes aggee $258.9 million, $208.8 million and $185.3lioil in 2009, 2008 and 2007,
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 thguégition of Embarg. We also
contributed $115 million to the legacy Embarqg pengilan during the last half of 2009. Our accompagygonsolidated statements of cash
flows identify major differences between net incoamel net cash provided by operating activitiessfaeh of these periods. For additional
information relating to our operations, see “ResoftOperations” above.

Investing activitiesNet cash used in investing activities was $67818anj $389.0 million and $619.2 million in 20090@8 and 2007,
respectively. Payments for property, plant and gpaeint were $754.5 million in 2009 (which includ€&96.1 million of capital expenditures
attributable to our Embarq operations subsequentitduly 1, 2009 acquisition of Embarq), $286.8iami in 2008 and $326.0 million in
2007. Capital expenditures for 2009 include apprately $75.1 million of one-time capital expendésirelated to the integration of Embarq.
We used $306.8 million of cash (net of approxima$20.0 million of acquired cash) to purchase MadiRiver Communications Corp. and
pay related closing costs on April 30, 2007.

During 2008, we paid an aggregate of approtetye149 million for 69 licenses in the Federah@ounications Commission’s (“FCC")
auction of 700 megahertz (“MHzWireless spectrum. We expect to complete our ptanreégarding the use of this spectrum in the fiedt of
2010 and to begin our trial phase in late 2010a0lye2011. Based on our planning, we are considat&veloping wireless voice and data
service capabilities based on equipment using WIdag-Term Evolution) technology. Given that simgbkgta devices are not expected to be
commercially available until later this year andrenoomplex, integrated voice and data devices as@martphones are not expected to be
available until 2012, we do not expect to deplofeek equipment, other than trial equipment, in @0Lherefore, our
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deployment plans will not likely result in any miaékimpact to our capital and operating budgets2f@10.

On July 1, 2009, we consummated the acquis@gfdEmbarg Corporation by issuing approximatelyodllion of CenturyTel common
stock (valued as of June 30, 2009). We financedmrger transaction expenses with (i) availablé odishe combined company and
(i) proceeds from CenturyTel's and Embarq’s exigtrevolving credit facilities. We acquired $76.89lion of cash in connection with our
acquisition of Embarqg.

In anticipation of making lump sum distributgto 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 $976.4aniduring 2009, $255.4 million in 2008, and $4D2nillion in
2007. In September 2009, we received net procefed®4d.4 million from the issuance of $250 millioh10-year, 6.15% senior notes and
$400 million of 30-year, 7.6% senior notes. In @e2009, the proceeds from these note offeririgagawith additional borrowings under
our existing credit facility, were used to buy backaggregate of $746.1 million of CenturyTel, land Embarq indebtedness (see Note 5 for
additional information). During 2008, we paid o@4® million Series F Senior Notes at maturity ptiityausing borrowings from our credit
facility.

In accordance with previously announced stegkirchase programs, we repurchased 9.7 millioresi#or $347.3 million) and
10.2 million shares (for $460.7 million) in 2008062007, respectively.

In late March 2007, we publicly issued an agate of $750 million of Senior Notes. The net peats from the issuance of such Senior
Notes aggregated approximately $741.8 million aedewsed (along with cash on hand and approxim&gymillion of borrowings unde
our commercial paper program) to (i) finance thgahpurchase price for the April 30, 2007 acquisi of Madison River ($322 million) and
(i) pay off Madison River’s existing indebtednd€sscluding accrued interest) at closing ($522 raidl).

In June 2008, our Board of Directors (i) irased our annual cash dividend to $2.80 from $.28lp&re and (ii) declared a one-time
dividend of $.6325 per share, which was paid iy 2008, effectively adjusting the total second tgradividend to the new $.70 quarterly
dividend rate. In February 2010, our Board of Dioes further increased our quarterly dividend t2%. per share. Based on current
circumstances, we intend to continue our currevitdnd practice, subject to our intention to mamtavestment grade credit ratings on our
senior debt and any other factors that our Boaitsidiscretion deems relevant.
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In the first quarter of 2008, we received acash settlement of approximately $20.7 millioonfirthe termination of all of our existing
derivative instruments. See “Market Risk” aboveddditional information concerning the terminatifrthese derivatives.

During 2008, CenturyTel suffered a substamtis$ on its pension plan assets. The pensionvaassumed in our acquisition of Embarq
was substantially underfunded as of the acquisidite. If this underfunded status continues, we beasequired to contribute additional
funds to our pension plan in the near future. Tduce the underfunded position, in March 2010 weeekip contribute $300 million to the
legacy Embarq pension plan using cash on hand amdvbings from our credit facility. For further imfmation, see Item 1A — Risk Factors,
of our Annual Report on Form 10-K for the year eh@&cember 31, 2009.

As previously announced, Embarq amended égitcfacility to enable the facility to remain itepge as an $800 million revolving credit
facility after the completion of the merger throughy 2011. See Note 2 for additional information.

Subsequent to the Embarqg acquisition, we haaéable two unsecured revolving credit facilitié$ a five-year, $728 million facility of
CenturyTel which expires in December 2011 andafii$800 million facility of Embarq which expiresifay 2011. These credit facilities
contain financial covenants that require us to needfiin leverage ratios and minimum interest cageratios. Up to $250 million of the
credit facilities can be used for letters of creditich reduces the amount available for otherresitms of credit. As of December 31, 2009,
approximately $46 million of letters of credit wevetstanding. Available borrowings under these itffedilities are also effectively reduced
by any outstanding borrowings under our commepgler program. Our commercial paper program borrgsvare effectively limited to the
total amount available under the two credit faefit As of December 31, 2009, we had approxima&28/1.2 million outstanding under our
credit facilities (all of which relates to Centusf® facility) and no amounts outstanding under @ammercial paper program.

As described in Note 5, we called for redeomptn August 14, 2007, all of our $165 million agggte principal amount of Series K
convertible senior debentures, subject to the gtiolders to convert their debentures into shafesir common stock at a conversion price
of $40.455. In lieu of cash redemption, holderambroximately $149.6 million aggregate principaloamt of the debentures elected to
convert their holdings into approximately 3.7 noillishares of CenturyTel common stock. The remaiitig4 million of outstanding
debentures were retired for cash (including preméunth accrued and unpaid interest).

Other.For 2010, we have budgeted between $825-875 millipnapital expenditures. Previously, we conclutfet our prior extensive
capital investment in our wireline network permndttes to reduce
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wireline network capital spending to maintenaneele Our 2010 capital expenditure budget alsauthes amounts for expanding our new
service offerings and our data networks.

The following table contains certain infornoeticoncerning our material contractual obligatiaa®©f December 31, 2009.

Payments due by peric

Contractua After
obligations Total 2010 2011-2012 201:-2014 2014 and Oth

(Dollars in thousands

Long-term debt, including current maturities angdita

lease obligations (1 $7,753,71 500,06! 630,32¢ 849,92¢ 5,773,39!
Interest on lon- term debt obligation $6,714,61 539,50 1,003,06! 874,94t 4,297,10:
Unrecognized tax benefits ( $ 81,66 — — — 81,66

(1) For additional information on the terms of outstanding debt instruments, see Note 5 to ¢thsalidated financial statements included
below.

(2) Represents the amount of tax and interestatdd pay assuming we are required to pay theesatinount that we have reserved for our
unrecognized tax benefits (see Note 12 for additioxformation). The timing of any payments for aumrecognized tax benefits cannot
be predicted with certainty; therefore, such amasinéflected in th“After 2014 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 aqommications properties in exchange for cash, seéesior both. At any given time, we may
be engaged in discussions or negotiations regaetidgional acquisitions. We generally do not am@uour acquisitions or dispositions u
we have entered into a preliminary or definitiveesggment. We may require additional financing inresstion with any such acquisitions, the
consummation of which could have a material impacour financial condition or operations. Approxielg 4.1 million shares of our
common stock and 200,000 shares of our preferoed semain available for future issuance in conieectvith acquisitions under our
acquisition shelf registration statement. We alseehaccess to debt and equity capital markets.

Moody’s Investors Service (“Moody’s”) curreptlates CenturyTel, Inc.’s and Embarq Corporatidorg)-term debt Baa3 (with a stable
outlook). Standard & Poor’s (“S&P”) rates the samgg-term debt BBB- (with a stable outlook). Ournmmercial paper program is rated P-3
by Moody’s and A3 by S&P. Any downgrade in our credit ratings wiltrease our borrowing costs and commitment fedguour revolving
credit facility. Downgrades could also restrict @acess to the capital markets, increase our bargoeosts under new or replacement debt
financings, or otherwise adversely affect the teofns
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future borrowings by, among other things, incregsire scope of our debt covenants and decreasirfinancial or operating flexibility.

The following table reflects our debt to totapitalization percentage and ratio of earningéxar charges and preferred stock dividenc
of and for the years ended December 31, 2009, 2668007. The debt to total capitalization ratioZ009 reflects our Embarqg acquisition.

The ratio of earnings to fixed charges and pretesteck dividends calculation for 2009 reflects diperations of Embarg only since July 1,
20009.

2009 2008 2007
Debt to total capitalizatio 45.(% 51.Z 46.€
Ratio of earnings to fixed charges and preferredkstlividends* 3.17 3.74 3.8t

*

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
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REGULATION AND COMPETITION

The communications industry continues to ugdefarious fundamental regulatory, legislative, petitive 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
LEC services, especially since wireless carriexelmegun to compete effectively on the basis afgpwith more traditional telephone
services. Similarly, electronic mail and other gigtommunications continue to reduce the demanttdditional landline voice services. We
anticipate these trends will continue.

Federal USF programs have undergone subdtehtiages since 1997, and are expected to experianee changes in the coming years as
the overall program is modernized. As mandatechbyl©96 Act, in May 2001 the FCC modified its @rigtuniversal service support
mechanism for rural telephone companies by adoptminterim mechanism for a fiwgear period based on embedded, or historical, toat
provide relatively predictable levels of supportiany LECs, including substantially all of our LE@s May 2006, the FCC extended this
interim mechanism until such time that new hightcgpport rules are adopted for rural telephonepaomies. Increased requests for
payments, coupled with changes in usage of teleammuations services, have placed stress on therfgmdechanism of the USF, which is
subject to annual caps on disbursements. Theséopevents have placed additional financial pressuaréhe amount of money that is
necessary and available to provide support tdigibée service providers, including payments weeige from the USF High Cost Loop
program. Increases in the nationwide average @dbpp factor used to allocate funds among all W&Hpients caused our revenues frorr
USF High Cost Loop program (exclusive of USF revantecognized during the last half of 2009 in catina with our Embarg acquisition)
to decrease approximately $13 million in 2009 whempared to 2008. We estimate that our 2010 rewefiam the USF High Cost Loop
program will be approximately $45 million lower esmpared to the annual run rate for the last HZ2009.

Technological developments have led to theslibgpment of new services that compete with tradéid EC services. Technological
improvements have enabled cable television compdaiprovide traditional circuit-switched telephaegvice over their cable networks, and
several national cable companies have aggresgiesued this opportunity. Improvements in the dyalf “Voice-over-Internet
Protocol” (“VolP”) service have led several cablgernet, data and other communications compaagsiell as start-up companies, to
substantially increase their offerings of VolP seevto business and residential customers. VolRigeos frequently use existing broadband
networks to deliver flat-rate, all distance callipigns that may offer features that cannot reaulyprovided by traditional LECs and may be
priced below those currently charged for traditidneal and long distance telephone services. ts 2803, the FCC initiated a rulemaking
intended to address the regulation of VolP, and has
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adopted orders establishing some initial broadleggry guidelines. The FCC has not completed thenmaking, but could address the
treatment of VolIP traffic and services by conclugihis proceeding or in combination with intercarcompensation reform proceedings
already underway. There can be no assurance tiiae ftulemaking will be on terms favorable to ILE@sthat VolP providers will not
successfully compete for our customers.

Beginning in 2003, the FCC opened broad ilsteier compensation proceedings designed to ceeatéform mechanism to be used by the
entire telecommunications industry for paymentsvieen carriers originating, terminating, transitorgdelivering 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. Broad ingungtgotiations have taken place with the
goal of developing a consensus plan that addréissencerns of carriers from all industry segmehie ultimate outcome of the FCC'’s
intercarrier compensation proceedings could chémgevay we receive compensation from, and remitpmmation to, other carriers, our end
user customers and the federal USF. Until the F@&seedings conclude and the changes, if anhetexisting rules are established, we
cannot estimate the impact these proceedings aikon our operations.

Many cable, technology or other communicatiompanies that previously offered a limited ranfysesvices 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 stdfegthg full service bundles before us, which coglde them an advantage in building
customer loyalty. Such activities will continueglace downward pressure on the demand for our adices.

Recent events affecting Buring the last few years, most of the states iiclvive provide telephone services have taken gty or
regulatory steps to further introduce competitioto ithe LEC business. The number of companies whaste requested authorization to
provide local exchange service in our service aneasncreased in recent years, particularly in &l legacy markets, and we anticipate
that similar action may be taken by others in titare.

Certain long distance carriers continue taiesstj that certain of our ILECs reduce intrastatess tariffed rates. Long distance carriers
also aggressively pursued regulatory or legislativeénges that would reduce access rates. In lfigh¢rading intercarrier compensation reform
that is expected to address intrastate accessahamnpst states are deferring action until thegivecdirection from the FCC. However, some
carriers are continuing to pursue lower intrastaigess rates in some states. Currently, we arendsm to carrier complaints, legislation or
investigations regarding our intrastate switchezkas rate levels in Minnesota, Missouri, Ohio, Bgtuania, North Carolina, Wisconsin, and
Virginia.
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Although the outcome cannot be determined at imis,twe believe our intrastate switched accessleatds are appropriate and we plan to
vigorously defend them.

Over the past few years, each of the FCC, &l Service Administrative Company and certaing@essional committees has initiated
wide-ranging reviews of the administration of tkeedral USF. As part of this process, we, along wittumber of other USF recipients, have
undergone a number of USF audits and have alsivestceequests for information from the FCC'’s Offifelnspector General (“OIG”) and
Congressional committees. In addition, in July 20@8received a subpoena from the OIG requestimgadrange of information regarding
our depreciation rates and methodologies since,208din July 2009 we received a second subpoepeesting information about our
participation in the E-rate program for Wisconsthaols and libraries since 2004. The OIG has rattifled to us any specific issues with
respect to our participation in the USF program aoide of the audits completed to date has idedtdigy material issues regarding our
participation in the USF program. While we beliexe participation is in compliance with FCC rulewlan accordance with accepted indu
practices, we cannot predict with certainty thdrignor outcome of these various reviews. We havepied with and are continuing to
respond to all requests for information.

We expect our 2010 operating revenues to gieehithan 2009 since 2010 will include a full yehioperating results from our Embarq
properties acquired July 1, 2009. Excluding thipdat, we expect our operating revenues in 201@¢ttiree as we continue to experience
downward pressure primarily due to continued actieedosses, reduced universal service fundinglangr network access revenues. In
addition, our revenues will be negatively impadre@010 compared to 2009 due to a full year impécthe elimination of all intercompany
transactions with regulated affiliates resultingnfrthe discontinuance of regulatory accounting wes effective July 1, 2009 (which will not
impact operating income levels since there wilabeequivalent amount of expenses eliminated). Vipeesuch revenue declines to be
partially offset primarily due to increased demdmdour high-speed Internet service offering.

For a more complete description of regulatiod competition impacting our operations and variatiendant risks, please see Iltems 1 and
1A of our Annual Report on Form 10-K for the yeaded December 31, 2009.

Other mattersThrough June 30, 2009, CenturyTel accounted faoegslated telephone operations (except for thpgat@s acquired fro
Verizon in 2002) in accordance with the provisiofisodification ASC 980-10 (formerly SFAS 71) whiatdresses regulatory accounting
under which actions by regulators can provide realle assurance of the recognition of an assaiceedr eliminate the value of an asset and
impose a liability on a regulated enterprise. Sedulatory assets and liabilities were requiredggecorded and, accordingly, reflected in the
balance sheet of an entity subject to regulatocpating.
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As we previously disclosed, on July 1, 2008,discontinued the accounting requirements of egn} accounting upon the conversion of
substantially all of our rate-of-return study arémfederal price cap regulation (based on the BGPproval of our petition to convert our
study areas to price cap regulation).

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

We have certain obligations based on fedstale and local laws relating to the protectiothefenvironment. Costs of compliance thra
2009 have not been material, and we currently ddekeve that such costs will become material.
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FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Report of Management

The Shareholders
CenturyTel, 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 frameworklimernal Control — Integrated Framewoigsued by the Committee of Sponsoring Organizatidribe
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, 2009. The effectiveness of our internal m@rtver financial reporting as of
December 31, 2009 has been audited by KPMG LLBtaasd 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, Jr.

R. Stewart Ewing, Jr

Executive Vice President and Chief Financial Offi
March 1, 2010
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Report of Independent Registered Public Accounfiinm

The Board of Directors and Stockholders
CenturyTel, Inc.:

We have audited the accompanying consolidasdshce sheets of CenturyTel, Inc. and subsidiéifesCompany) as of December 31,
2009 and 2008, 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, 2009. 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 thetmobtain 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, 2009 and 2008, ancudts of their operations and their cash flowsefach of the years in the three-year
period ended December 31, 2009, in conformity wit8. generally accepted accounting principles.

As discussed in Notes 2, 9 and 13 to the dmaed financial statements, effective Januargdn9, the Company changed its method of
accounting for business combinations, non-contrglinterests and earnings per share. In addit®djsztussed in Note 12 to the consolidated
financial statements, effective January 1, 200 Gbmpany changed its method of accounting for itaicetax positions.

We also have audited, in accordance with téwedards of the Public Company Accounting Oversiydrd (United States), the Compasy’
internal control over financial reporting as of Batber 31, 2009, based on criteria establishéat@mal Control—Integrated Framework
issued by the Committee of Sponsoring Organizatigrise Treadway Commission, and our report datadchl 1, 2010 expressed an
unqualified opinion on the effectiveness of the @amy’s internal control over financial reporting.

/sl KPMG LLP

Shreveport, Louisiana
March 1, 2010
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Report of Independent Registered Public Accounfiinm

The Board of Directors and Stockholders
CenturyTel, Inc.:

We have audited CenturyTel, Inc. and subsiiafthe Company) internal control over finanaigborting as of December 31, 2009, based
on criteria established imternal Control—Integrated Framewoigsued by the Committee of Sponsoring Organizatidrise Treadway
Commission (COSO)The Companys management is responsible for maintaining effedtiternal control over financial reporting and its
assessment of the effectiveness of internal cootret financial reporting, included in the accomyiag Report of ManagemenOur
responsibility is to express an opinion on the Camys internal control over financial reporting beson 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 perfaggreiuch 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 reasoradsierance 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, accuratelyfainky reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financétkstents 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 @jge reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@izé 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 policeprocedures may deteriorate.

In our opinion, the Company maintained, innadlterial respects, effective internal control diueancial reporting as of December 31,
2009, based on criteria establishedniternal Control—Integrated Framewoiksued 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 CenturyTel, Inc.sabdidiaries as of December 31, 2009 and 2008thenigtlated consolidated statements of
income, comprehensive income, cash flows, and btudkrs’ equity for each of the years in the thyear period ended December 31, 2009,
and our report dated March 1, 2010 expressed amalifigd opinion on those consolidated financialtsinents.

/sl KPMG LLP

Shreveport, Louisiana
March 1, 2010
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CENTURYTEL, INC.
Consolidated Statements of Income

Year ended December &
2009 2008 2007
(Dollars, except per share amout
and shares in thousanc

OPERATING REVENUES $4,974,23! 2,599,74 2,656,24.
OPERATING EXPENSE:!
Cost of services and products (exclusive of deptixi and amortizatior 1,752,08 955,47 937,37!
Selling, general and administrati 1,014,34. 399,13¢ 389,53:
Depreciation and amortizatic 974,71( 523,78t 536,25!
Total operating expens 3,741,13i 1,878,39 1,863,16:
OPERATING INCOME 1,233,10. 721,35: 793,07¢
OTHER INCOME (EXPENSE
Interest expens (370,419 (202,21) (212,906
Other income (expens (48,175 42,25; 40,02¢
Total other income (expens (418,589 (159,969 (172,87
INCOME BEFORE INCOME TAX EXPENSI 814,51 561,38 620,20:
Income tax expens 301,88: 194,35 200,57:
INCOME BEFORE NONCONTROLLING INTERESTS AND EXTRAORRARY
ITEM 512,63: 367,03( 419,62¢
Noncontrolling interest (1,379) (1,299 (1,259
NET INCOME BEFORE EXTRAORDINARY ITEN 511,25 365,73: 418,37(
Extraordinary item, net of income tax expense ammtontrolling interests (see Note : 135,95 — —
NET INCOME ATTRIBUTABLE TO CENTURYTEL, INC. $ 647,21 365,73: 418,37(

BASIC EARNINGS PER SHARI

Income before extraordinary ite $ 2.5t 3.5¢ 3.7¢

Extraordinary iterr $ .68 — —

Basic earnings per she $ 3.2t 3.5¢ 3.7¢
DILUTED EARNINGS PER SHARE

Income before extraordinary ite $ 2.5¢ 3.52 3.71

Extraordinary iten $ .68 — —

Diluted earnings per sha $ 3.2t 3.52 3.71
DIVIDENDS PER COMMON SHARE $ 2.8C 2.167¢ 2€
AVERAGE BASIC SHARES OUTSTANDINC 198,81: 102,26t 109,36(
AVERAGE DILUTED SHARES OUTSTANDINC 199,05 102,56( 112,78

See accompanying notes to consolidated financ#tsients.
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CENTURYTEL, 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 ($28®21 $547 ta:
Reclassification adjustment for gain included ihineome, net of ($1,730) te
Derivative instruments
Net gains on derivatives hedging variability ofltfiews, net of $294 ta

Reclassification adjustment for gains includedetincome, net of $267, $267 and

$254 tax
Items related to employee benefit pla
Change in net actuarial loss, net of $30,100, @&, and $28,583 te
Change in net prior service credit, net of ($5,7¢8%89) and $1,724 te
Reclassification adjustment for gains (losses)det in net income
Amortization of net actuarial loss, net of $6,1$1,198 and $4,4009 te

Amortization of net prior service credit, net ofi(370), $2,261 and ($771) t

Amortization of unrecognized transition asset,afes55) tax

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

COMPREHENSIVE INCOME
Comprehensive income attributable to noncontroliirigrests

COMPREHENSIVE INCOME ATTRIBUTABLE TO CENTURYTEL, I€.

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

2009 2008 2007
(Dollars in thousands

$650,13: 367,03( 419,62¢
— (533) 877
— (2,776 —
— — 471
42¢ 42¢ 407
39,20¢ (82,505 52,48¢
(9,30)) (945) 2,76¢
9,88: 1,921 6,554
(2,037) 3,621 (1,236)
— — (89
38,18: (80,787) 62,23¢
688,31¢ 286,24 481,86
(2,927) (1,29¢) (1,259
$685,39: 284,95( 480,60!
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CENTURYTEL, INC.
Consolidated Balance Sheets

ASSETS
CURRENT ASSET¢

Cash and cash equivalel
Accounts receivabl

Customers, less allowance of $38,275 and $1C

Interexchange carriers and other, less allowan&®df75 and $5,31
Income tax receivabl
Materials and supplies, at average (
Deferred income tax ass
Other

Total current asse
NET PROPERTY, PLANT AND EQUIPMEN

GOODWILL AND OTHER ASSETS
Goodwill
Other intangible asse
Customer lis
Other
Other asset
Total goodwill and other asse
TOTAL ASSETS

LIABILITIES AND EQUITY
CURRENT LIABILITIES
Current maturities of lor-term debt
Accounts payabl
Accrued expenses and other current liabili
Salaries and benefi
Other taxe:
Interest
Other
Advance billings and customer depo:

Total current liabilities
LONG-TERM DEBT

DEFERRED CREDITS AND OTHER LIABILITIES
Deferred income taxe
Benefit plan obligation
Other deferred credi

Total deferred credits and other liabiliti

STOCKHOLDERY? EQUITY

Common stock, $1.00 par value, authorized 800,@@shares, issued and outstanding 299,189,27

100,277,216 share
Paic-in capital
Accumulated other comprehensive loss, net o
Retained earning
Preferred stoc— nor-redeemabls
Noncontrolling interest

Total stockholdel equity

TOTAL LIABILITIES AND EQUITY

See accompanying notes to consolidated finanasdsients

December 31

2009

2008

(Dollars in thousands

$ 161,80° 243,32
487,95 153,83¢
197,63 62,17¢
115,68« 14,27¢

35,75¢ 8,86:
83,31¢ 29,42
41,43 43,50
1,123,59; 555,40°
9,097,13" 2,895,89:
10,251,75  4,015,67-
1,130,81 146,28:
315,60: 42,75(
643,82 598,18t
12,341,99  4,802,89
$22,562,72  8,254,19!

$ 500,06 20,407
394,68 135,08¢
255,10 99,64¢

98,74: 44,13
108,02 75,76¢
168,20: 26,77:
182,37 56,57

1,707,19! 458,39
7,253,65.  3,294,11
2,256,57" 854,10:
1,485,64: 348,14(
392,86( 131,63¢
4,135,08: 1,333,87
299,18t 100,27
6,014,05; 39,96
(85,306) (123,48)
3,232,76!  3,146,25!
23€ 23€
5,86( 4,56¢
9,466,79°  3,167,80i
$22,562,72  8,254,19!
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CENTURYTEL, 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
Accounts receivabl
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
Acquisitions, net of cash acquir
Proceeds from liquidation of marketable securi
Proceeds from redemption of Rural Telephone Bamék:
Proceeds from sale of ass
Other, ne’

Net cash used in investing activiti

FINANCING ACTIVITIES
Payments of det
Net proceeds from issuance of d
Repurchase of common sta
Net proceeds from settlement of hed
Proceeds from issuance of common si
Excess tax benefits from sh-based compensatic
Cash dividend
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 financ#tsients.
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Year ended December &

2009 2008 2007
(Dollars in thousands

$ 648,58¢ 367,03( 419,62¢
974,71( 523,78t 536,25!
(135,95 — —
— (12,457 (15,649
153,95( 67,51¢ 1,01¢
55,15 16,39( 19,96:
(19,08)) (12,045 (14,579
20,10( 15,96( 10,22¢
(23,779 (7,97%) 15,92(
(32,209 14,04 (13,699
(150,072 (64,779 11,60+
121,38 (15,61) 23,78.
(82,114 (26,066 27,35(
(4,199 (1,129 (6,427)
(2,347) 9,744 12,71¢
41,64¢ (27,567) (20,78))
7,944 6,444 22,64¢
1,573,71! 853,30( 1,029,98!
(754,54 (286,81 (326,049
76,90¢ — —
(2,000) (148,96 -
— — (306,80%)
— 34,94t —
— 5,20¢€
1,59¢ 15,80¢ 8,231
(807 (3,969 22F
(678,84 (388,99)) (619,189
(1,097,06) (285,40)) (712,98))
644,42: 563,11! 741,84(
(15,569 (347,269 (460,67¢)
— 20,74t —
56,82 14,59¢ 49,40«
4,19¢ 1,122 6,421
(560,69 (220,26¢) (29,052
(8,507) (2,03)) 2,97¢
(976,39) (255,38() (402,069
(81,52() 208,92! 8,73¢
243,32 34,40: 25,66¢
$ 161,80° 243,32 34,40:




Table of Contents

CENTURYTEL, INC.
Consolidated Statements of Stockholders’ Equity

Year ended December &
2009 2008 2007
(Dollars, except per share amout
and shares in thousanc

COMMON STOCK (represents dollars and sha

Balance at beginning of ye $ 100,27 108,49:. 113,25
Issuance of common stock to acquire Embarq Conpor 196,08: — —
Repurchase of common sta — (9,626 (10,177
Conversion of debt into common stc — — 3,69¢
Conversion of preferred stock into common st — 367 26
Shares withheld to satisfy tax withholdir (503) (50 (47)
Issuance of common stock through dividend reinvestirincentive and benefit pla 3,332 1,09¢ 1,72¢
Balance at end of ye 299,18¢ 100,27 108,49.
PAID-IN CAPITAL
Balance at beginning of ye 39,96! 91,14; 24,25¢
Issuance of common stock to acquire Embarq Conporancluding portion of share-
based compensation awards assumed by Centt 5,873,90 — —
Repurchase of common sta — (91,409 (154,97()
Shares withheld to satisfy tax withholdir (15,06() (1,667 (66)
Conversion of debt into common stc — — 142,73:
Conversion of preferred stock into common st — 6,36¢ 45%
Issuance of common stock through dividend reinvestiincentive and benefit pla 53,49 13,50¢ 47,67¢
Excess tax benefits from sh-based compensatic 4,19¢ 1,12: 6,421
Shar-based compensatic 55,15 16,39( 19,96:
Other 2,40¢ 4,50¢ 4,67¢
Balance at end of ye 6,014,05: 39,96 91,14%
ACCUMULATED OTHER COMPREHENSIVE LOSS, NET OF TA
Balance at beginning of ye (123,489 (42,707 (104,94
Net change in other comprehensive loss (net oéssdication adjustment), net of t 38,18: (80,787 62,23t
Balance at end of ye (85,306 (123,489 (42,707
RETAINED EARNINGS
Balance at beginning of ye 3,146,25! 3,245,30: 3,150,93.
Net income attributable to CenturyTel, li 647,21: 365,73. 418,37(
Repurchase of common sta — (244,51 (293,729
Shares withheld to satisfy tax withholdir — — (1,699
Cumulative effect of adoption of FIN 48 (see No2& — — A7¢€
Cash dividends declart
Common stocl— $2.80, $2.1675 and $.26 per sh (560,68 (220,08¢) (28,684
Preferred stoc (12 (180 (369
Balance at end of ye 3,232,76! 3,146,25! 3,245,30:;
PREFERRED STOCI— NON-REDEEMABLE
Balance at beginning of ye 23€ 6,971 7,45(
Conversion of preferred stock into common st — (6,735 (479
Balance at end of ye 23€ 23€ 6,971
NONCONTROLLING INTERESTS
Balance at beginning of peric 4,56¢ 6,60¢ 8,01z
Net income attributable to noncontrolling intere 1,37 1,29¢ 1,25¢
Extraordinary gain attributable to noncontrollimgarests 1,54t — —
Distributions to noncontrolling interes (1,630 (3,339 (2,667
Balance at end of peric 5,86( 4,56¢ 6,60¢
TOTAL STOCKHOLDERS EQUITY $9,466,79' 3,167,80 3,415,81

See accompanying notes to consolidated financsgistents.
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CENTURYTEL, INC.
Notes to Consolidated Financial Statements
December 31, 2009
(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Embarqg acquisitio— On July 1, 2009, pursuant to the terms and cmmditof the Agreement and Plan of Merger, dateof &ctober 26,
2008 (the “Merger Agreement”), we acquired Embaogp@ration (“Embarq”) through a merger transactwith Embarq surviving the
merger as a wholly-owned subsidiary of CenturyTak results of operations of Embarq are includeolinconsolidated results of operations
beginning July 1, 2009. See Note 2 for additionfdrimation related to the Embarq acquisition.

Principles of consolidatio- Our consolidated financial statements includeab@ounts of CenturyTel, Inc. and its majority-odne
subsidiaries.

Regulatory accountin— Through June 30, 2009, CenturyTel accountedt$areigulated telephone operations (except for thpaties
acquired from Verizon in 2002) in accordance wité provisions of regulatory accounting under wtgctions by regulators can provide
reasonable assurance of the recognition of an,assleice or eliminate the value of an asset ands@ma liability on a regulated enterprise.
Such regulatory assets and liabilities were reguioebe recorded and, accordingly, reflected inbkance sheet of an entity subject to
regulatory accounting. On July 1, 2009, we discargd the accounting requirements of regulatory @auiog upon the conversion of
substantially all of our rate-of-return study arém$ederal price cap regulation (based on the BGPproval of our petition to convert our
study areas to price cap regulation). In the thirdrter of 2009, upon the discontinuance of reguyaiccounting, we recorded a non-cash
extraordinary gain in our consolidated statemehisame of $136.0 million after-tax. See Note % &dditional information.

Subsequent to the July 1, 2009 discontinuaficegulatory accounting, all intercompany trangant with affiliates have been eliminated
from the consolidated financial statements. Poaiuly 1, 2009, intercompany transactions with tatgal affiliates subject to regulatory
accounting were not eliminated in connection withparing 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 disctosticontingent assets and liabilities at
date of the financial statements
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and the reported amounts of revenues and expenseg the reporting period. Actual results may eliffrom those estimates.

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 agéaeludes 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 sss\dce provided. Revenues from installation a@iviare deferred and recognized as revenue
over the estimated life of the customer relatiopsiihe costs associated with such installatiorviiiets, up to the related amount of deferred
revenue, are deferred and recognized as an opggetpense over the same period.

Allowance for doubtful accoun. In evaluating the collectibility of our accoum&eivable, we assess a number of factors, inajuaispecific
customer’s or carries’ ability to meet its financial obligations to tise length of time the receivable has been pasaddéistorical collectio
experience. Based on these assessments, we rethrsplecific and general reserves for uncollec@igieounts receivable to reduce the stated
amount of applicable accounts receivable to theterhae ultimately expect to collect.

Property, plant and equipme— As discussed in Note 2, the property acquirechimection with the acquisition of Embarg 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 ttstscof removal, less salvage, with no gain or tessgnized. Renewals and betterments of
plant and equipment are capitalized while repaissyell as renewals of minor items, are chargesp&ryating expense. Depreciation of
telephone plant is provided on the straight linehmoeé using class or overall group rates; such @eerates range from 2% to 25%.

Non-telephone property is stated at cost aen sold or retired, a gain or loss is recognifpreciation of such property is provided on
the straight line method over estimated servicesliranging from two to 35 years.

Goodwill and other long-lived assets Goodwill recorded in a business combination ¢aureed 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 ¢ranttiggering event has occurred that would regparformance of an interim goodwiill
impairment test. We test impairment of goodwillestst annually by comparing the fair value of the

A-45




Table of Contents

reporting unit to its carrying value (including ghwill). We base our estimates of the fair valughaf reporting unit on valuation models using
criterion such as multiples of earnings. See Ndi&r &dditional information. Other long-lived assétxclusive of goodwill) are reviewed for
impairment whenever events and circumstances itedtbat such carrying amount cannot be recovetapbessessing the recoverability of the
carrying value through undiscounted net cash flewgected to be generated by the assets. During 2#@0ecognized a $16.6 million ptax
impairment charge in order to write-down the vadfieertain of our long-lived assets in certain of €LEC markets to their estimated
realizable value. Such assets were subsequentlyrstlo separate transactions in 2008.

Income taxe— We file a consolidated federal income tax retuith our eligible subsidiaries. We use the assdtlatility method of
accounting for income taxes under which deferreditsets and liabilities are established for theréutax consequences attributable to
differences between the financial statement cagrgimounts of assets and liabilities and their rethpetax bases.

Postretirement and pension pla— We recognize the overfunded or underfunded switosir 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 accumulatéshsial gains or losses. See Notes 10 and 11dftitianal information.

Stock-based compensatien We measure our cost of awarding employees witlitggqstruments based upon allocations of thevfalue of
the award on the grant date. See Note 14 for aditinformation.

Derivative financial instrument— We account for derivative instruments and hedgictiyities in accordance with applicable accoumtin
guidance which requires that all derivative insteumts, such as interest rate swaps, be recognizéé 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 a fair value or cash flow hedge. A hedgtheffair value of a recognized asset or liabilityoban unrecognized firm commitment is a
fair value hedge. A hedge of a forecasted trarmaacti the variability of cash flows to be receivwdaid related to a recognized asset or
liability is a cash flow hedge. We also formallysass, both at the hedge’s inception and on an ngdpasis, whether the derivatives that are
used in hedging transactions are highly effectiveffsetting changes in fair values or cash flofveexiged items. If we determine that a
derivative is not, or is no longer, highly effeeias a hedge, we would discontinue hedge accoumtosgpectively. We recognize all
derivatives on the balance sheet at their fairazathanges in the fair value of derivative finahitiatruments are either recognized in income
or stockholders’ equity (as a component of accutadlather comprehensive income (loss)), dependinty® use of the derivative and
whether it qualifies for hedge accounting. We dohmd or issue derivative financial instrumentstf@ding or speculative purposes.
Management periodically
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reviews our exposure to interest rate fluctuatamd implements strategies to manage the exposeeeN8te 6 for additional information.

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 13 fortamtdil information.

Cash equivalents—- We consider short-term investments with a matuitdate of purchase of three months or less wabk equivalents.

(2) ACQUISITIONS

On July 1, 2009, pursuant to the terms andlitions of the Merger Agreement, we acquired Emhlarqugh a merger transaction, with
Embarg surviving the merger as a wholly-owned glibgy of CenturyTel. Such acquisition was recorgacsuant to Financial Accounting
Standards Board guidance on business combinatidnsh was effective for all business combinatioossummated on or after January 1,
2009, as more fully described below.

As a result of the acquisition, each outstagdihare of Embarg common stock was convertedfigtoight to receive 1.37 shares of
CenturyTel common stock (“CTL common stock”), withsh paid in lieu of fractional shares. Based emtiimber of CenturyTel common
shares issued to consummate the merger (196.bm)jlhe closing stock price of CTL common stoclofidune 30, 2009 ($30.70) and the
pre-combination portion of share-based compensaticards assumed by CenturyTel ($50.2 million),abgregate 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 associa
with this transaction is deductible for income paxposes.

The results of operations of Embarq are inetlish our consolidated results of operations begmduly 1, 2009. Approximately
$2.563 hillion of operating revenues of Embargiactuded in our consolidated results of operatifum2009. CenturyTel was the accounting
acquirer in this transaction. We have recognized&nays assets and liabilities at their acquisitiate estimated fair values pursuant to
business combination accounting rules that werctife for acquisitions consummated on or afteudanl, 2009. The assignment of a fair
value to the assets acquired and liabilities assumh&mbarq (and the related estimated lives ofelgpble tangible and identifiable
intangible assets) require a significant amounud§ment. The fair value of property, plant andipment and identifiable intangible assets
were determined based upon analysis performed lryd@pendent valuation firm. The fair value of gensand postretirement obligations
was determined by independent actuaries. The &irevof long-

A-47




Table of Contents

term debt was determined by management based iss@udted cash flow analysis, using the rates aamtimties of these obligations
compared to terms and rates currently availabteériong-term financing markets. All other fair waldeterminations, which consisted
primarily of current assets, current liabilitiesdasheferred income taxes, were made by managemleatfollowing is a preliminary assignme
of the fair value of the assets acquired and litedsl assumed based on currently available infaomat

Fair value

as of July 1, 200
(Dollars in thousand

Current assets $ 675,72
Net 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 assel 24,13
Current liabilities (828,389
Long-term debt, including current maturiti (4,886,70i)
Other lon¢-term liabilities (2,621,35)
Goodwill 6,236,08.
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 bsmate of the contractual cash flows that malt be collectec

We recognized approximately $64 million obiiéties arising from contingencies as of the asition date on the basis that it was probi
that a liability had been incurred and the amowuia be reasonably estimated. Such contingenciegagily relate to transaction and prope
tax contingencies and contingencies arising frafimbidisputes with various parties in the commuatigns industry. The assignment of fair
values to Embarq’s assets and liabilities has aenbinalized as of December 31, 2009. Furthersaigljents may be necessary prior to
June 30, 2010, particularly as it relates to cayit liabilities and other long-term liabilities¢luding deferred income taxes).

The following unaudited pro forma financialarmation presents the combined results of Centelrghd Embarqg as though the acquisition
had been consummated as of January 1, 2009 and r2@p&ctively, for the two periods presented below

Twelve months
ended December 3

2009 2008
(Dollars in thousands
Operating revenue $ 7,64F 8,28¢
Income before extraordinary ite 89t 1,087
Basic earnings per share before extraordinary 3.0C 3.5t
Diluted earnings per share before extraordinam 2.9¢ 3.52
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These results include certain adjustmentmamily due to increased depreciation and amortimatissociated with the property, plant and
equipment and identifiable intangible assets, inseel retiree benefit costs due to the remeasureshére benefit obligations, and the related
income tax effects. The pro forma information dnesnecessarily reflect the actual results of djp@ma had the acquisition been
consummated at the beginning of the periods inditabr is it necessarily indicative of future ogieigresults. Other than those actually
realized subsequent to the July 1, 2009 acquisitair, the pro forma information does not give effe any potential revenue enhancements
or cost synergies or other operating efficiendied tould result from the acquisition.

During 2009, we recognized an aggregate ofagpmately $253.7 million of integration, transaetiand other costs related to the Embarqg
acquisition. Of the $253.7 million, approximatel 72 million related to closing costs, includingéstment banker and legal fees, in
connection with consummation of the merger anefiected as an operating expense. In additionaeried approximately $206.5 million
of integration-related operating expenses relaiesystem and customer conversions, employee-retatestance and benefit costs and
branding costs associated with changing our traseerto CenturyLink.

On July 1, 2009, in connection with the Merggreement, and as approved by our shareholdedammary 27, 2009, we filed Amended
and Restated Articles of Incorporation to (i) elaie our time-phase voting structure, which presfipentitied persons who beneficially
owned shares of our common stock continuously ditag 30, 1987 to ten votes per share, and (ii)éase the authorized number of shares
of our common stock from 350 million to 800 millioAs so amended and restated, our Articles of pa@tion provide that each share of
common stock is entitled to one vote per share védipect to each matter properly submitted to $twdders for their vote, consent, waiver,
release or other action. These amendments refiactges contemplated or necessitated by the Memgeefent and are described in dete
our joint proxy statement-prospectus filed with 8ecurities and Exchange Commission and first madeshareholders of CenturyTel and
Embarq on or about December 22, 2008. In Robe®ast, Sr. et al. v. CenturyTel, Inc. et diled March 13, 2009 in the 142 Judicial
District Court of Texas, Midland County (Case N&/-@6861), certain of our former ten-vote sharehmdghallenged the effectiveness of the
vote to eliminate our time-phase voting structive believe we followed all necessary steps to migpdfect the amendments described
above and are defending the case accordingly.

On January 23, 2009, Embarq amended its CAepldement 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 Cregigdinent, as amended, to remain in
place after the merger. Previously, in connectidth the Merger Agreement, we had entered into araitiment letter with various lenders
which provided for an $800 million bridge facilityat would be available to, among other thingsneefce borrowings under the Credit
Agreement in the event a waiver of the event chdkfarising from the consummation of the mergedd@¢mot have been obtained and other
financing was unavailable. On January

A-49




Table of Contents

23, 2009, we terminated the commitment letter aid pn aggregate of $8.0 million to the lenderehSamount has been reflected as an
expense (in Other income (expense)) in 2009.

On April 30, 2007, we acquired all of the daisling stock of Madison River Communications Cd¢tpladison River”) from Madison
River Telephone Company, LLC for an initial aggriegpurchase price of approximately $322 millionhcds connection with the acquisitic
we also paid all of Madison River’s existing indedness (including accrued interest), which appraiém $522 million.

(3) GOODWILL AND OTHER ASSETS
Goodwill and other assets at December 31, 20@92008 were composed of the following:

December 31 2009 2008
(Dollars in thousands

Goodwill $10,251,75 4,015,67
Intangible assets subject to amortizal

Customer list, less accumulated amortization 083491 and $35,02 1,130,81 146,28:

Other, less accumulated amortization of $22, 47,10: 42,75(
Intangible assets not subject to amortiza 268,50( —
Billing system development costs, less accumulatedrtization of $61,672 and $49,9 174,87. 181,21(
Investment in 700 MHz wireless spectrum licer 149,42! 148,96«
Cash surrender value of life insurance contr 100,94! 96,60¢
Deferred costs associated with installation adés 91,86¢ 77,20z
Investment in unconsolidated cellular partners 32,67¢ 33,66
Other 94,031 60,54¢

$12,341,99 4,802,89

Our goodwill was derived from numerous pregi@agquisitions whereby the purchase price exceefhir value of the net assets
acquired. The increase in goodwill and intangildseds from December 31, 2008 is due to our acmurisif Embarg. See Note 2 for
additional information concerning the fair valusigsed to these assets.

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 camrewvith our acquisition of Embarq. Prior to thigyr operations were managed based on
three geographic regions. We test for goodwill impant for our telephone operations at the regamell due to the similar economic
characteristics of the individual reporting unhattcomprise each region. Impairment of goodwitested by comparing the fair value of the
reporting unit to its carrying value (including ghwill). Estimates of the fair value of the repoginnit of our telephone operations are based
on valuation models using techniques such as nhedtigf earnings (before interest, taxes and degieniand amortization). We also evaluate
goodwill impairment of our other operations prinhabased on multiples of earnings and revenuebelfair value of the reporting
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unit is less than the carrying value, a secondutation is required in which the implied fair valaégoodwill is compared to its carrying
value. If the implied fair value of goodwill is le¢han its carrying value, goodwill must be writtiswn to its implied fair value.

As of September 30, 2009, we completed ounahimpairment test of goodwill based on our his@rthree geographic regions. Such
impairment test excluded the goodwill associatetth wur acquisition of Embarq pending finalizatidrttee determination of the fair values of
assets acquired and liabilities assumed in cororettierewith. We determined that our goodwill (exithg the goodwill associated with the
Embarg acquisition) was not impaired as of Septer@be2009. During the fourth quarter of 2009, veefprmed an additional goodwill
impairment test which included the goodwill asstedawith our Embarq acquisition (based on prelimjrfair value determinations). Based
on the analysis performed, we determined that gdbekas not impaired as of December 31, 2009.

We are amortizing our customer list intangifdset associated with our Embarq 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 uskftdibti our franchise rights from indefinite to 26ars (straight-line).

Total amortization expense related to thenigitale assets subject to amortization for 2009 $&8&5.9 million (which includes
$118.4 million of amortization related to intangitassets from our Embarq acquisition) and is erpect be $206.4 million for 2010,
$185.6 million for 2011, $164.5 million for 2012146.2 million in 2013 and $126.0 million in 2014@ed on intangible assets held at
December 31, 2009 and based on the determinatitairafalues related to Embarq’s assets acquirediahilities assumed as discussed
further in Note 2).

We accounted for the costs to develop an iated billing and customer care system in accorelavith Statement of Position 98-1,
“Accounting for the Costs of Computer Software Deped or Obtained for Internal Use.” Aggregate taf@ed costs (before accumulated
amortization) totaled $236.5 million and are beamgortized over a twenty-year period.

During 2008, we paid an aggregate of approtetga149 million for 69 licenses in the FCC'’s dantof 700 megahertz (“MHz") wireless
spectrum.

The costs associated with installation adgésitrre deferred and recognized as an operatirensgpover the estimated life of the customer
relationship (10 years). Such costs are only defeto the extent of the related deferred revenue.
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(4) PROPERTY, PLANT AND EQUIPMENT
Net property, plant and equipment at Decer3tie2009 and 2008 was composed of the following:

December 31

2009 2008

Cable and wir¢

Central office

General suppol

Fiber transpor

Information origination/terminatio
Construction in progres

Other

(Dollars in thousands

$ 8,133,83! 4,659,00.

4,611,40 2,861,92!
1,778,02. 815,63t
343,20¢ 327,01(
85,02¢ 81,29¢
430,11¢ 72,12¢
175,14¢ 51,44¢

Accumulated depreciatic

15,556,76 8,868,45
(6,459,629 (5,972,55)

Net property, plant and equipme

$ 9,097,13 2,895,89.

Depreciation expense was $838.8 million, $80aillion and $524.1 million in 2009, 2008 and 200Fspectively.
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(5) LONG-TERM DEBT
Our long-term debt as of December 31, 20092008 was as follows:

December 31 2009 2008
(Dollars in thousands
CenturyTel
.79%* Senior credit facility $ 291,20( 563,11!
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 H, due 20 482,47( 500,00(
7.875% Series L, due 20 317,53( 500,00(
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! 250,00(
7.6% Series P, due 20 400,00( —
6.15% Series Q, due 20 250,00 —
Unamortized net discou (5,33)) (6,539
Unamortized premium associated with derivativerimsents:
Series H senior note 2,24( 5,12¢
Series L senior note 9,182 20,01¢
Total CenturyTe 3,297,95! 3,206,72.
Subsidiaries
Embarg Corporatio
Senior note:
6.738% due 201 528,25t —
7.1%, due 201 2,000,001 —
8.0%, due 203 1,485,001 —
8.1%* Other, due through 20: 524,27 —
Unamortized net discou (178,155 —
First mortgage det
5.38%* notes, payable to agencies of the U. S. gonent and cooperative lending associations,
in installments through 20z 94,60: 107,70«
Other deb
10.0% note! 10C 10C
Capital lease obligatior 1,68¢ —
Total subsidiarie: 4,455,76. 107,80«
Total lon¢-term debt 7,753,71 3,314,52
Less current maturitie 500,06! 20,401
Long-term debt, excluding current maturiti $7,253,65. 3,294,11!

* Weighted average interest rate at December 31,

The approximate annual debt maturities forfifeeyears subsequent to December 31, 2009 d@laws: 2010 — $500.1 million; 2011 —
$302.8 million; 2012 — $327.6 million; 2013 — $848nillion and 2014 $31.5 million.

Certain of our loan agreements contain varresgrictions, among which are limitations regagdssuance of additional debt, payment of
cash dividends, reacquisition of capital stock atiabr matters. In addition, the transfer of fundsrf certain consolidated subsidiaries to
CenturyTel is restricted by various
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loan agreements. Subsidiaries which have loans fremernment agencies and cooperative lending agmts, or have issued first mortgage
bonds, generally may not loan or advance any fom@enturyTel, but may pay dividends if certairefiicial ratios are met. At December 31,
2009, all of our consolidated retained earningieogéd on the balance sheet was available unddoanragreements for the declaration of
dividends.

The senior notes and debentures of Centumngfetfred to above were issued under an indentusslddarch 31, 1994. This indenture does
not contain any financial covenants, but does iheltestrictions that limit our ability to (i) incussue or create liens upon our property and
(i) consolidate with or merge into, or transferdease all or substantially all of its assets try, ather party. The indenture does not contair
provisions that are impacted by our credit ratimgghat restrict the issuance of new securitigh@event of a material adverse change to us.

Various of our subsidiaries have outstandirgj mortgage bonds or unsecured debentures. Baah of these first mortgage bonds are
secured by substantially all of the property, pamd equipment of the issuing subsidiary. Approxatya50% of our property, plant and
equipment is pledged to secure the long-term dietutilosidiaries.

In September 2009, CenturyTel and its whoilred subsidiary, Embarg Corporation, commenced bt tender offers under which
they offered to purchase up to $800 million of theitstanding notes. In October 2009, (i) Embangipased for cash $471.7 million princi|
amount of its 6.738% Notes due 2013 and (ii) Cefiter purchased for cash $74.3 million principal amioof its 5.5% Series O Senior No
due 2013, $182.5 million principal amount of it875% Series L Senior Notes, due 2012, and $17l®omjrincipal amount of its 8.375%
Series H Senior Notes, due 2010. Due primariljh®gremiums paid in connection with these debnhgxishments, we recorded a one-time
pre-tax charge of approximately $61 million in fberth quarter of 2009 related to the completiothef tender offers.

We funded these debt tender offers with net@eds of $644.4 million from the September 2068@asace of (i) $250 million of 10-year,
6.15% senior notes and $400 million of 30-year%a f&nior notes and (ii) additional borrowings unaler existing revolving credit facility.

As of December 31, 2009, we have availableungecured revolving credit facilities, (i) a $7#28lion five-year facility of CenturyTel
which expires in December 2011 and (ii) an $800ianilfacility of Embarqg which expires in May 201The interest rate on revolving loans
under the facility is based on our choice of selvemavailing commercial lending rates plus an addal margin that varies depending on our
credit ratings and aggregate borrowings underahbidities. Up to $250 million of the credit faciés can be used for letters of credit, which
reduces the amount available for other extensibosedlit. As of December 31, 2009, approximatelg $illion of letters of credit were
outstanding. Available borrowings
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under these credit facilities are also effectivelgjuced by any outstanding borrowings under oumgeruial paper program. Our commercial
paper program borrowings are effectively limitedhe total amount available under the two creditiities. As of December 31, 2009, we |
approximately $291.2 million outstanding under oredit facility (all of which relates to CenturyTefacility) and no amounts outstanding
under our commercial paper program.

In August 2007, we called for redemption &lbar $165 million aggregate principal amount 4.786fvertible senior debentures due 2032
at a redemption price of $1,023.80 per $1,000 alamount of debentures, plus accrued and urptgcest through August 13, 2007. In
accordance with the indenture, holders could etecbnvert their debentures into shares of Centeirgdmmon stock at a conversion price of
$40.455 per share prior to August 10, 2007. In &ifaash redemption, holders of approximately $848illion aggregate principal amount of
the debentures elected to convert their holdingsapproximately 3.7 million shares of CenturyTefenon stock. The remaining
$15.4 million of outstanding debentures were rdtfi@ cash.

(6) DERIVATIVE INSTRUMENTS

In 2003, we entered into four separate falueanterest rate hedges associated with the &ilD$illion principal amount of our Series L
senior notes, due 2012, that pay interest at a fiate of 7.875%. These hedges were “fixed to btefanterest rate swaps that effectively
converted our fixed rate interest payment obligetiander these notes into obligations to pay vhriedies. 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 apprstin$25.6 million, which has been
reflected as a premium of the associated long-thrit 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 togbtlement of these derivatives). As of Decembe2809, we had no derivative instruments
outstanding.
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(7) DEFERRED CREDITS AND OTHER LIABILITIES
Deferred credits and other liabilities at Daber 31, 2009 and 2008 were composed of the fatigwi

December 31 2009 2008
(Dollars in thousands
Deferred federal and state income ta $2,256,57! 854,10:
Accrued pension cos 960,61( 72,05¢
Accrued postretirement benefit co 525,03 276,08:
Deferred revenu 136,96 99,54¢
Unrecognized tax benefits for uncertain tax posi 83,93! 3,13¢
Casualty insurance resen 60,66¢ 2,65¢
Other 111,29: 26,29¢
$4,135,08. 1,333,87!

For additional information on deferred fedexatl state income taxes, accrued pension costacanded postretirement benefit costs, see
Notes 12, 11 and 10, respective

(8) 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 $80.6 million in 2009,Gsahillion in 2008 and $2.7 million in 2007 for semace and related costs.

The following table reflects additional infoation regarding the severance-related liabilityZ809, 2008 and 2007 (in thousands):

Balance at December 31, 2C $ 457
Amount accrued to expen 2,741
Amount paid (1,369
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¢
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(9) STOCKHOLDERS’ EQUITY

Common stock Unissued shares of CenturyTel common stock weserved as follows:

December 31 2009
(In thousand:
Incentive compensation progral 30,91¢
Acquisitions 4,064
Employee stock purchase pl 4,11¢
Dividend reinvestment pla 31
Conversion of convertible preferred stc 13
39,14

On July 1, 2009, we issued 196.1 million skareCenturyTel common stock in connection with dleguisition of Embarg. See Note 2 for
additional information.

In accordance with previously-announced stegkirchase programs, we repurchased 9.7 millioresh{&r $347.3 million) in 2008 and
10.2 million shares (for $460.7 million) in 2007.

In January 2009, in connection with the speuieeting of shareholders to approve share isssanamnnection with our acquisition of
Embarq, our shareholders approved a charter ameridmeliminate certain special voting rights afigeterm shareholders upon the
consummation of the Embarq acquisition. See Ndte additional information.

In December 2007, the Financial Accountingh8sads Board issued guidance regarding noncomtgoiffiterests 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 incormtés Guidance is effective for our 2009 fiscal
year. Our financial statements as of and for the yaded December 31, 2009 reflect our noncomiplhiterests as equity in our consolida
balance sheet. Prior periods have been adjustedi¢ct this presentation.

Preferred stocl- As of December 31, 2009, we had 2.0 million sharfeauthorized preferred stock, $25 par valueshare. At December 31,
2009 and 2008, there were approximately 9,400 shareutstanding convertible preferred stock. Hade outstanding CenturyTel preferred
stock are entitled to receive cumulative dividendseive preferential distributions equal to $2bgi®re plus unpaid dividends upon
CenturyTel’s liquidation and vote as a single clagh the holders of common stock.
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(10) POSTRETIREMENT BENEFITS

Our incumbent postretirement health care plawvides postretirement benefits to qualified lgg@enturyTel retirees. The postretirement
health care plan we acquired as part of our adéprisof Embarq provides postretirement benefitqualified legacy Embarq retirees. The
legacy Embarq plan allows eligible employees magitbefore certain dates to receive benefits atrmeduced cost. Employees retiring after
certain dates are eligible for benefits on a shaosd basis. These plans are generally funded lapdsve expect to continue funding these
postretirement obligations as benefits are paidil Sach time as we can integrate Embarq’s pos&etént benefit plan with ours, we plan to
continue to operate those plans independently plauns use a December 31 measurement date. Theth@aefobligations and plan assets
associated with the legacy Embarq plan were remedss of the July 1, 2009 acquisition date.

The following is a reconciliation of the beging and ending balances for the benefit obligatind the plan assets.

December 31 2009 2008 2007
(Dollars in thousands

Change in benefit obligatic

Benefit obligation at beginning of ye $292,88° 306,63! 357,41
Service cos 8,76¢ 4,92¢ 6,92:
Interest cos 26,69: 19,39t 20,13
Participant contribution 3,01z 2,78¢ 2,01¢
Plan amendmen — (9,099 (4,552
Acquisitions 228,20 — 2,271
Direct subsidy receipt 62€ 1,092 1,29¢
Actuarial (gain) los: 58,45¢ (12,999 (60,317)
Benefits paic (36,297 (20,867) (18,56¢)
Benefit obligation at end of ye $582,34! 292,88 306,63:
Change in plan asse
Fair value of plan assets at beginning of \ $ 16,80¢ 28,32« 30,08(
Return (loss) on plan asst 6,40¢ (6,16¢€) 1,91¢
Acquisitions 33,20( — —
Employer contribution: 34,18: 12,72: 12,88(
Participant contribution 3,01z 2,78¢ 2,01¢
Benefits paic (36,297 (20,867) (18,56¢)
Fair value of plan assets at end of y $ 57,31¢ 16,80¢ 28,32«

The following table sets forth the amountsogrized as liabilities on the balance sheet fotrptieement benefits at December 31, 2009,
2008 and 2007.

December 31 2009 2008 2007
(Dollars in thousands

Benefit obligatior $(582,34)) (292,88 (306,63))

Fair value of plan asse 57,31: 16,80¢ 28,324

Accrued benefit cos $(525,03) (276,08 (278,309
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Net periodic postretirement benefit cost {602 (which includes the effects of our July 1, 2@@§uisition of Embarg), 2008 and 2007
included the following components:

Year ended December & 2009 2008 2007
(Dollars in thousands

Service cos $ 8,76¢ 4,92¢ 6,92¢
Interest cos 26,69: 19,39¢ 20,13¢
Expected return on plan ass (2,386 (2,337 (2,482
Amortization of unrecognized actuarial Ic — — 3,59¢
Amortization of unrecognized prior service cre (3,546 (2,606 (2,020
Net periodic postretirement benefit ¢ $29,52¢ 19,37¢ 26,14¢

The unamortized prior service credit ($14.8iam as of December 31, 2009) and unrecognizecotiarial loss ($66.0 million as of
December 31, 2009) components have been reflestacdb82.0 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 postretirementaashg 2010 is (i) $3.4 million income
for the prior service credit and (ii) $2.0 millidwss for the net actuarial loss.

Assumptions used in accounting for postret@etibenefits as of December 31, 2009 and 2008 were:

2009 2008
Determination of benefit obligatic
Discount rate 5.7-5.8% 6.9C
Healthcare cost increase trend rates (Medical/Hptien Drug)
Following yeat 8.0%/8.(% 7.0/10.(
Rate to which the cost trend rate is assumed tiingeche ultimate cost trend rai 5.0%/5.(% 5.0/5.C
Year that the rate reaches the ultimate cost treta 2014/201. 2011/201.
Determination of benefit co
Discount rate 6.4-6.9(% 6.5C
Expected return on plan ass 8.2E-8.5(% 8.2

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 expetadn on plan assets, we study historical marketsapply the widely-accepted capital
market principle that assets with higher volatikityd risk generate a greater return over the lerg.tWe evaluate current market factors such
as inflation and interest rates before determihamg-term capital market assumptions. We also veyieer data and historical returns to
check for reasonableness.
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Assumed health care cost trends have a signifieffect on the amounts reported for postregmrbenefit plans. A one-percentage-point
change in assumed health care cost rates wouldthavellowing effects:

1-Percentagr 1-Percentag:
Point Increas Point Decreas
(Dollars in thousands
Effect on annual total of service and interest coshponent: $ 374 (417)
Effect on postretirement benefit obligati $ 3,957 (4,380

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 rigisk tolerance is established through careful awrsition of plan liabilities, plan funded status
and corporate financial condition. We measure aoditor investment risk on an ongoing basis throaghual liability measurements,
periodic asset studies and periodic portfolio rexgie

Our postretirement benefit plan weighted-agerasset allocations at December 31, 2009 and 2p@8set category are as follows:

2009 2008
Equity securitie: 18.€% 46.7
Debt securitie! 64.t 26.4
Cash and cash equivalel 16.€ 26.€
Total 100.(% 100.(

As of December 31, 2009, we used the followialyiation techniques to measure fair value foe@s§ here were no changes to these
methodologies during 2009:

Level 1 — Assets were valued using the closingepraported in the active market in which the indigl security was traded.

Level 2 — Assets were valued using quoted pricenarkets that are not active, broker dealer qumiatinet 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 repfsdm the respective institutions at the measuregrate.
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The following table presents the hierarchyelevfor our postretirement benefit plans’ investteeas of December 31, 2009:

Level 1 Level 2 Level 3 Total
(Dollars in thousands

Equity securities

Common stocks, preferred stocks, equity funds afeded securitie $ 4,967 5,68¢ — 10,65¢
Debt securitie: 32,90( 4,07¢ — 36,97t
Cash 9,68 — — 9,68
Total $47,54¢ 9,76¢ — 57,31:

Our plans invest in various securities, sofnehich 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 charugpesd materially affect the amounts reported ingtegement of net assets available for
benefits.

We expect to contribute approximately $49.8iom to our postretirement benefit plans in 2010.

Our estimated future projected benefit paymemider our postretirement benefit plans are d@wel

Before Medicar Medicare Net of
Year Subsidy Subsidy Medicare Subsic
(Dollars in thousands
2010 $ 50,79 (1,317) 49,47+
2011 $ 52,99 (691) 52,30:
2012 $ 49,60 (486) 49,11"
2013 $ 48,77 (174 48,59¢
2014 $ 47,77 3 47,76¢
2015-2019 $ 225,99: — 225,99.

A-61




Table of Contents

(11) DEFINED BENEFIT AND OTHER RETIREMENT PLANS

Our incumbent noncontributory defined bengéihsion plans provide pension benefits for subistinall legacy CenturyTel employees.
The noncontributory defined benefit pension planasquired as part of our acquisition of Embarq jgles pension benefits for substantially
all legacy Embarg employees. Pension benefitsddigipants of these plans represented by a coleebargaining agreement are based on
negotiated schedules. All other participants’ pemdienefits are based on each individual parti¢gdamars of service and compensation.
Both CenturyTel and Embarq have previously sportsarecontinue to sponsor, supplemental execugtieement plans providing certain
officers with supplemental retirement, death arsabllity benefits. Until such time as we can intgagrEmbarg’s benefit plans with ours, we
plan to continue to operate these plans indepelyd&kie use a December 31 measurement date fouaplans. The benefit plan obligations
and plan assets associated with the legacy Emleaisjgn plan were remeasured as of the July 1, 26§@isition date.

In late February 2008, our Board of Directapproved certain actions related to CenturyTelggiemental Executive Retirement Plan,
including (i) freezing benefit accruals effectiveldfuary 29, 2008 and (ii) amending the plan instheond quarter of 2008 to permit
participants to receive in 2009 a lump sum distidsuof the present value of their accrued plandfienbased on their election. We also
enhanced plan termination benefits by (i) creditiagh active participant with three additional gea@rservice 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 aggregat&aoment loss of approximately $8.2 million in 2068ated to the above-described items.
In addition, principally due to the payment of thenp sum distributions in early 2009, we also redpgd a settlement loss (which is included
in selling, general and administrative expensegpgroximately $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€eaturyTel supplemental executive retirement plare 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 approxiny$éd.7 million of additional pension expense redhio these contractual benefits.

The following is a reconciliation of the beging and ending balances for the aggregate bestdigation and the plan assets for our above-
referenced defined benefit plans.
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December 31 2009 2008 2007
(Dollars in thousands

Change in benefit obligatic

Benefit obligation at beginning of ye $ 462,70: 469,43 474,30:.
Service cos 36,22 13,76! 16,43:
Interest cos 134,89¢ 29,37: 28,18(
Plan amendmen 16,01¢ 2,39¢ 61
Acquisitions 3,467,26! — 15,26¢
Actuarial (gain) los: 231,66: (24,819 (16,157
Contractual retirement benef 14,67¢ —
Curtailment — 8,23¢ —
Settlement: 8,294 (1,945 (410
Benefits paic (190,149 (33,739 (48,240
Benefit obligation at end of ye $4,181,58. 462,70: 469,43
Change in plan asse
Fair value of plan assets at beginning of \ $ 352,83l 459,19¢ 452,29:
Return (loss) on plan asst 473,87¢ (123,21() 41,537
Acquisitions 2,407,201 — 12,50:
Employer contribution: 175,94t 52,52 1,51¢
Settlement: — (1,945 (410
Benefits paic (190,149 (33,739 (48,240
Fair value of plan assets at end of y $3,219,70 352,83( 459,19¢

The following table sets forth the combinednd’ funded status and amounts recognized in msatidlated balance sheet at December 31,
2009, 2008 and 2007.

December 31 2009 2008 2007
(Dollars in thousands

Benefit obligatior $(4,181,58) (462,70)) (469,43)

Fair value of plan asse 3,219,701 352,83( 459,19¢

Net amount recognize $ (961,87 (209,879 (10,239

Net periodic pension expense for 2009 inclubleseffects of our July 1, 2009 acquisition of Emth Net periodic pension expense for
2009, 2008 and 2007 included the following compasten

Year ended December & 2009 2008 2007
(Dollars in thousands

Service cos $ 36,22: 13,76! 16,43:
Interest cos 134,89¢ 29,37: 28,18(
Expected return on plan ass (127,619 (36,667 (36,780)
Curtailment los: — 8,23t —
Settlement: 17,83 41C 41C
Contractual retirement benef 14,67¢ — —
Recognized net loss 15,80: 3,11¢ 7,361
Net amortization and deferr 47C 25¢ (137
Net periodic pension expen $ 92,28¢ 18,48¢ 15,471

A-63




Table of Contents

The unamortized prior service cost ($16.1lionllas of December 31, 2009) and unrecognizedateagdal loss ($67.1 million as of
December 31, 2009) components have been reflestadb83.2 million net reduction ($51.2 million aftex) to accumulated other
comprehensive loss within stockholdegguity. The estimated amount of amortization expexighe above unrecognized amounts that wi
amortized from accumulated other comprehensivedogsreflected as a component of net periodic pensbst for 2010 are (i) $238,000 for
the prior service cost and (ii) $14.4 million ftwetnet actuarial loss.

Amounts recognized on the balance sheet darfsis

December 31 2009 2008
(Dollars in thousands
Accrued expenses and other current liabili $ (1,26¢) (37,819
Other deferred credi (960,610 (72,05%)
Net amount recognize $(961,87¢) (109,879

Our aggregate accumulated benefit obligat®afdDecember 31, 2009 and 2008 was $4.042 billiwh$418.8 million, respectively.

Assumptions used in accounting for pensiongks of December 31, 2009 and 2008 were:

2009 2008

Determination of benefit obligatic

Discount rate 5.5-6.C% 6.6(-6.9C

Weighted average rate of compensation incr. 3.5-4.C% 4.C
Determination of benefit co

Discount rate 6.6(-6.9(% 6.3(-6.5C

Weighted average rate of compensation incr. 4.C% 4.C

Expected return on plan ass 8.25-8.5(% 8.2F

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 volatikityd risk generate a greater return over the lerg.tWe evaluate current market factors such
as inflation and interest rates before determihamg-term capital market assumptions. We also veyeer 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 rigisk tolerance is established through careful awrsition 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.
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Our pension plans weighted-average assetaditors at December 31, 2009 and 2008 by assetargtare as follows:

2009 2008
Equity securities 49.2% 64.3
Debt securitie: 28.¢ 32.7
Hedge fund: 8.5 —
Real estat 5.C —
Cash equivalents and ot 8.4 3.C
Total 100.(% 100.C

As of December 31, 2009, we used the followialyation techniques to measure fair value foe@sg here were no changes to these
methodologies during 2009:

Level 1 — Assets were valued using the closingepréported in the active market in which the indigl 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 signifi¢gaput were observable at the measurement date.

Level 3 — Assets were valued using valuation repfsdm the respective institutions at the measurgrdate.

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:
U.S. corporate bonds and related secur — 798,14 1,00t 799,14¢
U.S. government bonds, municipal bonds and related
securities — 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¢ (1,13¢ 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, 2009:

Hedge All
Real estat funds other Total

(Dollars in thousand
Balance, beginning of ye $ — — — —
Level 3 assets acquired in the Embarqg 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, sofilach 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 charmgesd 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 backediesymcluding 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 the last half of 2009, we contributeld$ million to the legacy Embarg pension plan. \Kgeet to contribute approximately
$300 million to the legacy Embarq pension plan iarth 2010.

Our estimated future projected benefit paymemnider our defined benefit pension plans arelisife: 2010 - $256.2 million; 2011 -
$258.7 million; 2012 - $264.0 million; 2013 - $2T2nillion; 2014 - $279.3 million; and 2015-2019%.8 billion.

We also sponsor qualified profit sharing planssuant to Section 401(k) of the Internal Reve@ade (the “401(k) Plans”) which are
available to substantially all employees. Our mauglrontributions to the 401(k) Plans were $13.8iomi in 2009, $10.5 million in 2008 and
$10.6 million in 2007.
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(12) INCOME TAXES

Income tax expense included in the Consoltl&tatements of Income was as follows:

Year ended December & 2009 2008 2007
(Dollars in thousands

Federal
Current $158,24¢ 141,60 192,42:
Deferred 210,20: 59,66¢ 2,22(

State
Current 2,28t (14,765 7,13C
Deferred 12,20¢ 7,84¢ (1,209

$382,94. 194,35 200,57.

Income tax expense was allocated as follows:

Year ended December : 2009 2008 2007

(Dollars in thousands
Income tax expense in the consolidated stateméirtsame:

Attributable to income before extraordinary it $301,88: 194,35 200,57:
Attributable to extraordinary itel 81,06( — —
Stockholder' equity:
Compensation expense for tax purposes in excemsnodints recognized for financial report
purpose: (4,199 (1,129 (6,427%)
Tax effect of the change in accumulated other cetmgmsive los 29,46( (47,587 (34,985

The following is a reconciliation from the &teory federal income tax rate to our effectiveame tax rate:

Year ended December & 2009 2008 2007
(Percentage of p-tax income}
Statutory federal income tax re 35.(% 35.C 35.C
State income taxes, net of federal income tax lie 2.C 2.C 2.8
Nondeductible acquisition related co 0.7 0.3 —
Nondeductible compensation pursuant to executimepemsation limitation 0.¢ 0.2 0.1
Recognition of previously unrecognized tax bene (1.5 2.3 (5.9
Other, ne 0.1 (0.5) (0.2)
Effective income tax rat 37.2% 34.7 32.4

Certain executive compensation amounts, inetuthe lump sum distributions paid to certain exte@ officers upon discontinuing the
Supplemental Executive Retirement Plan (see Noyeaté reflected as nondeductible for income tappses pursuant to executive
compensation limitations of the Internal Revenud&d he treatment of these amounts as non-dedeicébllted in the recognition of
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approximately $9.2 million of income tax expens@99 above amounts that would have been recogha@duch payments been deduc
for income tax purposes. Our 2009 effective tag raialso higher because a portion of our merdater transaction costs incurred during
2009 are nondeductible for income tax purposes(®uth treatment resulting in a $6.9 million ine®#o income tax expense). Such
increases in income tax expense were partiallyebffg a $7.0 million reduction in income tax expepsimarily caused by a reduction to our
deferred tax asset valuation allowance associaitbdstate net operating loss carryforwards duelamachange in one of our operating states
that we believe will allow us to utilize our netarpting loss carryforwards in the future. Priothte law change, such net operating loss
carryforwards were fully reserved as it was mdkelii than not that these carryforwards would notitiézed prior to expiration.

During 2009, 2008 and 2007, we recognizedaftet-tax benefits of approximately $15.7 milli&1,2.8 million and $32.7 million,
respectively, which includes (i) related interastl & net of federal benefit, related to the redagm of previously unrecognized tax benefits
primarily due to certain issues being effectivaditied through examinations or the lapse of stasfitenitations and (ii) other adjustments
needed upon finalization of tax returns.

The tax effects of temporary differences timte rise to significant portions of the deferrad assets and deferred tax liabilities at
December 31, 2009 and 2008 were as follows:

December 31 2009 2008
(Dollars in thousands

Deferred tax asse

Postretirement and pension benefit c $ 479,16: 155,77:
Net state operating loss carryforwa 64,78 35,54¢
Other employee benefi 67,04¢ 24,47«
Other 127,30t 37,94¢
Gross deferred tax ass 738,29¢ 253,74(
Less valuation allowanc (41,539 (33,859
Net deferred tax asse 696,76t 219,88.
Deferred tax liabilitie:
Property, plant and equipment, primarily due tordegtion difference (1,573,981 (343,81)
Goodwill and other intangible ass: (1,189,14) (688,76
Other (106,900 (11,986
Gross deferred tax liabilitie (2,870,02) (1,044,56)
Net deferred tax liabilit $(2,173,26) (824,68)

Of the $2.173 billion net deferred tax liatyilas of December 31, 2009, approximately $2.28ibbiis reflected as a long-term liability
and approximately $83.3 million is reflected ashceurrent deferred tax asset.
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We establish valuation allowances when necg$saeduce the deferred tax assets to amounexpect to realize. As of December 31,
2009, we had available tax benefits associated méttstate operating loss carryforwards, which exirough 2029, of $64.8 million. The
ultimate realization of the benefits of the carryfards is dependent upon the generation of fuxalie 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 assessrms a result of such assessment, we reserved $#llion through the valuation
allowance as of December 31, 2009 as it is mosdithan not that this amount of net operating kessyforwards will not be utilized prior -
expiration.

In June 2006, the Financial Accounting Stadsi@oard issued guidance which clarifies the acttogifior uncertainty in income taxes
recognized in financial statements and requireefisctive January 1, 2007, to recognize and medasurbenefits taken or expected to be
taken in a tax return and disclose uncertaintigsdaome tax positions. We recorded a cumulativeatfddjustment to retained earnings as of
January 1, 2007 (which increased retained earripggpproximately $478,000 as of such date) relaiexrtain previously unrecognized tax
benefits that did not meet the criteria for lialyiliecognition upon the adoption of this guidance.

The following table reflects the activity afiogross unrecognized tax benefits (excluding lmatrest and any related federal benefit)
during 2009 (amounts expressed in thousands).

Unrecognized tax benefits at January 1, 2 $ 19,99/
Unrecognized tax benefits assumed in the Embaraisitign 322,07:
Increase in tax positions taken in the current: 12,471
Decrease due to the reversal of tax positions takarprior yea (13,529
Decrease from the lapse of statute of limitati (13,787
Unrecognized tax benefits at December 31, 2 $327,22°

The total amount of unrecognized tax benefds primarily related to the treatment of univessalice fund receipts of certain subsidia
acquired as a part of the Embarq acquisition. Wthideultimate recognition of universal service iptein taxable income is highly certain,
there is uncertainty about the timing and natursuzh recognition. As of December 31, 2009, appnakely $17 million represented
uncertain tax positions that could result in a ptée future obligation. Additionally, approximage$246 million represents refund claims. [
to the uncertainty of these refund claims, we haserecognized the impact of these claims to ctwedeferred taxes in our consolidated
financial statements.

Of the above remaining gross balance of $8illfon, approximately $79.0 million is included ascomponent of “Deferred credits and
other liabilities” and the remainder is included'Accrued income taxes”. If we were to prevail dhumrecognized tax benefits recorded on
our balance sheet, we would recognize
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approximately $36.2 million (including interest amett of federal benefit), which would lower ouresffive tax rate.

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 $8iBion and $5.3 million as of December 31, 2009 &ecember 31, 2008.

We file income tax returns, including retufasour subsidiaries, with federal, state and Igagtdictions. Our uncertain income tax
positions are related to tax years that are cuyremder or remain subject to examination by tHevant taxing authorities. Our open income
tax years by major jurisdiction are as follows.

Jurisdiction Open tax year
Federa 200¢t-current
State
Florida 200%-current
Georgia 200z-current
Louisiana 200¢t-current
North Caroline 199(-current
Oregon 200z-current
Texas 200C-current
Wisconsin 200%-current
Other state 200z-current

Additionally, Embarg Corporation and its suligiies and the IRS have agreed that Embarq magfilended returns on a specific tax i
relating to years as early as 1990. These amemdechs would be subject to IRS examination.

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 thatt@ia 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 (i) the potential outcomes of thesging examinations, (ii) the expiration of statafdimitations for specific jurisdictions,
(iii) the negotiated settlement of certain dispug=iies, or (iv) a jurisdictios’administrative practices, it is reasonably pdediiat the relate
unrecognized tax benefits for tax positions presigtiaken may decrease by up to $41.5 million withie next 12 months. The actual amc
of such decrease, if any, will depend on sevetaréudevelopments and events, many of which asdribur control.
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(13) EARNINGS PER SHARE

The following is a reconciliation of the nuratars and denominators of the basic and dilutedimgs per share computations:

Year ended December & 2009 2008 2007
(Dollars, except per sha
amounts, and shares in thousar
Income (Numerator;
Net income before extraordinary ite $511,25: 365,73: 418,37(
Extraordinary item, net of income tax expense amtontrolling interest 135,95 — —
Net income attributable to CenturyTel, li 647,21: 365,73: 418,37(
Dividends applicable to preferred stc (12 (155 (36¢)
Earnings applicable to unvested restricted stockrdsy
Income before extraordinary ite (3,559 (4,240 (3,12%)
Extraordinary iten (94¢€) — —
Net income as adjusted for purposes of computisickearnings per sha 642,69: 361,33 414,87
Interest on convertible debentures, net of — — 2,832
Dividends applicable to preferred stc 12 15E 36€
Net income as adjusted for purposes of computihgedl earnings per sha $642,70¢ 361,49: 418,07
Shares (Denominator
Weighted average number of shal
Outstanding during peric 199,17 103,46° 110,18:
Unvested restricted stor (1,387 (1,199 (829
Unvested restricted stock un 1,02: — —
Weighted average number of shares outstandinggipeniod for computing basic
earnings per sha 198,81: 102,26¢ 109,36(
Incremental common shares attributable to dilusieeurities
Shares issuable under convertible secur 13 16¢ 2,951
Shares issuable under incentive compensation 231 128 47¢€
Number of shares as adjusted for purposes of cangpdiluted earnings per she 199,05° 102,56( 112,78
Basic earnings per share Income before extraongitem $ 25E 3.5¢ 3.7¢
Extraordinary iten $ .68 — —
Basic earnings per she $ 328 3.5¢ 3.7¢
Diluted earnings per share Income before extraarglitem $ 2.5t 3.52 3.71
Extraordinary iterr $ .68 — —
Diluted earnings per sha $ 3.2¢ 3.52 3.71

In July 2007, we called for redemption on Asigi4, 2007 all of our $165 million aggregate pipat amount 4.75% convertible senior
debentures, Series K, due 2032. In accordancetiatindenture, holders could elect to convert thelventures into shares of CenturyTel

common stock at a conversion price of
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$40.455 per share prior to August 10, 2007. In &ifaash redemption, holders of approximately $848illion aggregate principal amount of
the debentures elected to convert their holdingsapproximately 3.7 million shares of CenturyTefenon stock.

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 4.1 million for 2009, 2.1 million for @® and 792,000 for 2007.

In June 2008, the Financial Accounting Stadsi@oard issued guidance in determining whethéruments granted in share-based
payment transactions are participating securiBased on this guidance, we have concluded thabatstanding non-vested restricted stock is
a participating security and therefore should loduited in the earnings allocation in computing aays per share using the two-class method.
The guidance was effective for us beginning irt fingarter 2009 and required us to recast our puslyaeported earnings per share.

(14) STOCK COMPENSATION PROGRAMS

We recognize as compensation expense ouptastarding employees with equity instruments bgcalting 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 B@ard of Directors, through its Compensation Cottesi to grant incentives to certain
employees and our outside directors in any oneconzbination of several forms, including incentared non-qualified stock options; stock
appreciation rights; restricted stock; restrictimtk units and performance shares. As of Decembge?@®9, we had reserved approximately
30.9 million shares of common stock which may Is&iésl in connection with awards under our currecgritive programs. We also offer an
Employee Stock Purchase Plan whereby employeesurahase our common stock at a 15% discount bas#fiedower of the beginning or
ending stock price during recurring six-month pdsigtipulated in such program.

Upon the consummation of the Embarg acquisitio July 1, 2009 (see Note 2), outstanding Embtrck options and restricted stock
units were converted to 7.2 million CenturyTel &toptions and 2.4 million restricted stock unitséa on the exchange ratio stipulated in the
Merger Agreement. The fair value of the former Emgl&tock option awards that were converted to Ggiiel stock options was estimated
of the July 1, 2009 conversion date using a Blaclke®s option pricing model using the following@sptions: dividend yield — 9.12%;
expected volatility — 27-50%; weighted average figle interest rate — 0.5 - 2.6% and expected ter/® - 6 years. Other than in connect
with converting the former Embarg stock option® i@enturyTel stock options, we did not grant amgktoptions to employees in 2009.
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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 restrictedtistas had been granted in recent years. Durin§,20@r 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 — .6%; expativolatility — 25%; weighted average risk freeeiaist rate — 2.9%; and expected term
— 4.5 years.

During 2007 we granted 983,920 stock optioith @xercise prices at market value. The weightedage fair value of each option was
estimated as of the date of grant to be $14.5wsiBlack-Scholes option pricing model using thHofeing assumptions: dividend yield —
.6%; expected volatility — 28% (for executive offis) and 25% (for all other employees); weighteerage risk free interest rate — 4.6%
(with rates ranging from 3.5% to 5.1%); and expe¢éem — 6.5 years (for executive officers) andyk&rs (for all other employees).

The expected volatility was based on the hisabvolatility of our common stock over the 6.5ard 4.5— year terms mentioned above.
The expected term was determined based on theib#dtexercise and forfeiture rates for similarrgsa

Our outstanding stock options have been gdanith an exercise price equal to the market poic€enturyTel's shares at the date of grant.
The exercise price of former Embarq stock optioesenconverted by applying the exchange ratio stiedlin the Merger Agreement. Our
outstanding options generally have a three-yedingeperiod and all of them expire ten years atterdate of grant. The fair value of each
stock option award is estimated as of the datearftgusing a Black-Scholes option pricing model.

Stock option transactions during 2009 weréolsws:

Average Remaining Aggregate

Number exercis¢ contractua intrinsic
of options price term (in years value

Outstanding December 31, 20 3,627,14 $36.71

Conversion of former Embarq stock options into Qeyitel stock

options 7,240,14; 37.1¢

Exercisec (1,293,57)) 30.8¢

Forfeited/Cancelle: (155,15) 39.3¢

Outstanding December 31, 20 9,318,55: $37.8¢ 4.82 $32,142,00

Exercisable December 31, 20 8,154,52! $38.2¢ 4.3¢ $27,645,00

Our outstanding restricted stock awards géiyerast over a three- or five-year period (for daoyges) or a three-year period (for outside
directors). Certain restricted stock units issueddrtain legacy Embarg employees vest over agefitess than one year. Upon the
consummation of the Embarq acquisition on July

A-73




Table of Contents

1, 2009 (see Note 2), outstanding Embarq restritieck units were converted to 2.4 million restitstock units based on the exchange ratio
stipulated in the Merger Agreement.

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 643,38&slof restricted stock to certain employees amaotside directors at a weighted-
average price of $34.86 per share. During 2007isateed 288,896 shares of restricted stock to ceetaployees and our outside directors at a
weighted-average price of $45.89 per share. Swathaked stock vests over a five-year period (fopeoyees) and a three-year period (for
outside directors). Nonvested restricted stockrastticted stock unit transactions during 2009 veeréollows:

Number Average grar

of shares date fair valu
Nonvested at January 1, 2C 1,289,61 $ 35.6i
Conversion of former Embarq restricted stock uimts CenturyTel restricted stock un 2,414,35 30.7¢
Grantec 820,23 27.3¢
Vested (1,446,25) 32.5(
Forfeited (155,099 31.07
Nonvested at December 31, 2( 2,922,85! $ 31.0¢

The total compensation cost for all share-hgmgyment arrangements in 2009, 2008 and 2007 8&& #illion, $16.4 million and
$20.0 million, respectively. Upon the consummatidithe acquisition of Embarg on July 1, 2009, tksting 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 officedsomvaived such acceleration right). In additiorg, #esting of certain other awards was
accelerated upon the termination of employmeneofain employees. As a result of accelerating #wing schedules of these awards, we
recorded share-based compensation expense of appiely $21.2 million in 2009 above amounts thatildchave been recognized absent
the triggering of these change of control and teatibn of employment provisions.

We recognized a tax benefit related to sucingements of approximately $20.5 million in 20$9,8 million in 2008 and $7.5 million in
2007. As of December 31, 2009, there was $47.6amibif total unrecognized compensation cost rel&tetie share-based payment
arrangements, which is expected to be recognizedaweighted-average period of 2.0 years.

We received net cash proceeds of $39.9 mitliaring 2009 in connection with option exerciselse Total intrinsic value of options
exercised (the amount by which the market pricéhnefstock on the date of exercise exceeded theatarice of the stock on the date of
grant) was $6.0 million during 2009, $208,000 dgr2008 and $17.2 million during 2007. The excezdbtnefit realized from share-based
compensation
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transactions during 2009 was $4.2 million. Theltfai value of restricted stock that vested dur2@9, 2008, and 2007 was $45.2 million,
$6.2 million, and $6.4 million, respectively.

(15) DISCONTINUANCE OF REGULATORY ACCOUNTING

Through June 30, 2009, CenturyTel accounteddoegulated telephone operations (except fopiibperties acquired from Verizon in
2002) in accordance with the provisions of regulasccounting under which actions by regulators manvide reasonable assurance of the
recognition of an asset, reduce or eliminate theevaf an asset and impose a liability on a regdl@&nterprise. Such regulatory assets and
liabilities were required to be recorded and, agcmly, reflected in the balance sheet of an emtitigject to regulatory accounting.

As we previously disclosed, on July 1, 2008,discontinued the accounting requirements of egn} accounting upon the conversion of
substantially all of our rate-of-return study arémfederal price cap regulation (based on the BGPproval of our petition to convert our
study areas to price cap regulation).

Upon the discontinuance of regulatory accogntiwe were required to reverse previously estadtigegulatory assets and liabilities.
Depreciation rates of certain assets establisheddulatory authorities for our telephone operatisabject to regulatory accounting have
historically included a component for removal castexcess of the related salvage value. Notwitititey the adoption of accounting
guidance related to the accounting for asset retirg obligations, regulatory accounting requiredousontinue to reflect this accumulated
liability for removal costs in excess of salvagéueaeven though there was no legal obligation toaee the assets. Therefore, we did not
adopt the asset retirement obligation provisiom®ofo telephone operations that were subject talaégry accounting. Upon the
discontinuance of regulatory accounting, we elirtédasuch accumulated liability for removal cosduded in accumulated depreciation and
established an asset retirement obligation in ahnsutaller amount. Upon the discontinuance of régofeaccounting, we were required to
adjust the carrying amounts of property, plant agdipment only to the extent the assets are imgyaa®judged in the same manner
applicable to nonregulated enterprises. We didextrd an impairment charge related to the carryaige of the property, plant and
equipment of our regulated telephone operatiorssrasult of the discontinuance of regulatory actiogn
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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 CenturyTel, | $135,95°
Basic earnings per share of extraordinary | $ .68
Diluted earnings per share of extraordinary ¢ $ .68

Historically, the depreciation rates we uglilzfor our telephone operations were based on eatablished by regulatory authorities. Upon
the discontinuance of regulatory accounting, wésesl/prospectively the lives of our property, plantl equipment to reflect the economic
estimated remaining useful lives of the assets@o@lance with generally accepted accounting jplesi In general, the estimated remaining
useful lives of our telephone property were lengéteas compared to the rates used that were abiadhlby regulatory authorities. Such
lengthening of remaining useful lives reflects eMpectations of future network utilization and ¢alpéxpenditure levels required to provide
service to our customers. Such revisions in remgioseful lives of our assets reduced depreciaipense by approximately $35 million in
the last half of 2009 compared to what it woulddnbeen absent the change in remaining useful lives.

Upon the discontinuance of regulatory accagtive also are eliminating certain intercompaaysactions with regulated affiliates that
previously were not eliminated under the applicgatib regulatory accounting. This has caused ouraijpg revenues and operating expenses
to be lower by equivalent amounts (approximatel§8illion) in the last half of 2009 as comparedtte first half of 2009. For regulatory
purposes, the accounting and reporting of our kedap subsidiaries will not be affected by the disitmed application of regulatory
accounting.

(16) GAIN ON ASSET DISPOSITIONS

In third quarter 2008, we sold our interesainon-operating investment for approximately $#ition and recorded a pre-tax gain of
approximately $3.2 million. In anticipation of makilump sum plan distributions in early 2009, wpiidated our investments in marketable
securities in the SERP trust and recognized ai$dl®n pre-tax gain in the second quarter of 2008first quarter 2008, we sold a
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non-operating investment for approximately $4.2ionland recorded a pre-tax gain of approximatelyl $nillion.

In the third quarter of 2007, we recordedexfaix gain of approximately $10.4 million relatedhe sale of our interest in a real estate
partnership. In November 2007, upon final distributof all funds related to the dissolution of tReral Telephone Bank in 2006, we received
a supplemental cash payment of $5.2 million andnded a pre-tax gain of such amount.

Such gains are included in “Other income (espg’ on our Consolidated Statements of Income.
(17) SUPPLEMENTAL CASH FLOW AND OTHER DISCLOSURES

The amount of interest actually paid, netmmbants capitalized of $3.5 million, $2.4 millioma$1.3 million during 2009, 2008 and 2007,
respectively, was $391.8 million, $204.1 milliomdsa$205.2 million during 2009, 2008 and 2007, retipely. Income taxes paid were
$258.9 million in 2009, $208.8 million in 2008, afdi85.3 million in 2007. Income tax refunds totad1 million in 2009, $4.6 million in
2008, and $1.1 million in 2007.

We have consummated the acquisitions of varaperations, along with certain other assetsndutie three years ended December 31,
2009. In connection with these acquisitions, tHefdang assets were acquired and liabilities asslime

Year ended December & 2009 2008 2007
(Dollars in thousands

Property, plant and equipment, | $6,077,67. — 208,31°
Goodwill 6,236,08. — 579,78
Long-term debt, deferred credits and other liabili (7,508,061 — (654,69
Other assets and liabilities, excluding cash asth eguivalent 1,187,84 — 173,40:
Common equity issued for acquisiti (6,070,44) — —
(Increase) decrease in cash due to acquisi $ (76,900 — 306,80!

See Note 2 for additional information relatedur acquisition of Embarg in 2009 and MadisoweRin 2007.

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 are@edda contribute to several universal servicedfpnograms and generally include a
surcharge amount on our customers’ bills whicheisighed to recover our contribution costs. Suchuatsoare reflected on a gross
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basis in our statement of income (included in hogthrating revenues and expenses) and aggregaterkiapately $84 million for 2009,
$42 million for 2008 and $41 million for 2007.

(18) FAIR VALUE OF FINANCIAL INSTRUMENTS

The following table presents the carrying amiswand estimated fair values of certain of ouarficial instruments at December 31, 2009
and 2008.

Carrying Fair
Amount value
(Dollars in thousands

December 31, 200

Financial assets Oth $ 111,80¢ 111,8042)
Financial liabilities Lon-term debt (including current maturitie $7,753,71. 8,408,94.(1)
Other $ 182,37 182,3742)

December 31, 200

Financial assets Oth $ 129,98: 129,98:(2)
Financial liabilities Lon-term debt (including current maturitie $3,314,52 2,720,22(1)
Other $ 56,57( 56,57((2)

(1) Fair value was estimated by discounting ttfteeduled 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 andl eagliivalents, accounts receivable, short-term, delcbunts 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 LeS8ddefined as unobservable inputs in which litteno market data exists).

As of December 31, 2009, we held life insueaogntracts with cash surrender value that areinedjto 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, 200 Level 1 Level 2 Level 3
(Dollars in thousands
Cash surrender value of life insurance contr $ 100,94! 100,94! — —

See Notes 10 and 11 for the tier designagtated to our postretirement and pension plan asset
(19) 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 : 2009 2008 2007
(Dollars in thousands

Voice $1,827,06. 874,04: 889,96(
Network acces 1,269,32. 820,38 941,50¢
Data 1,202,28. 524,19: 460,75"
Fiber transport and CLE 172,54: 162,05( 159,31
Other 503,02¢ 219,07¢ 204,70:
Total operating revenut $4,974,23! 2,599,74 2,656,24.

Interexchange carriers and other accountsvauie on the balance sheets are primarily amadunésfrom various long distance carriers,
principally AT&T, and several large local excharaperating companies.

(20) COMMITMENTS AND CONTINGENCIES

In Barbrasue Beattie and James Sovis, on beh#ilemselves and all others similarly situatedCenturyTel, Inc, filed on October 28,
2002, in the United States District Court for theestern District of Michigan (Case No. 02-10277% phaintiffs alleged that we unjustly and
unreasonably billed customers for inside wire maiance services, and sought unspecified monetamagss and injunctive relief under
various legal theories on behalf of a purported<laf over two million customers in our telephorerkets. On March 10, 2006, the Court
certified a class of plaintiffs and issued a rulthgt the billing descriptions we
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used for these services during an approximatelgnd&th period between October 2000 and May 2002 leggdly insufficient. In
February 2010, subject to court approval and agee¢iwn other terms and conditions, we settleddhse in principle in an amount that
exceeded our previously established reserves giin and such amount was reflected as an expente fourth quarter of 2009.

Over 60 years ago, one of our indirect subsie$, 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. Ore¢hsites, Embarq and the current landowners arkeingowith the Environmental Protection
Agency (“EPA”) pursuant to administrative conserdars. Remediation expenditures pursuant to thersrare not expected to be material.
On five sites, including the three sites whereBRA is involved, Centel has entered into agreemeittsother potentially responsible parties
to share remediation costs. Further, Sprint Nendslagreed to indemnify Embarq for most of any @adiability arising from all seven of
these sites. Based upon current circumstancespwetdexpect this issue to have a material adverpact on our results of operations or
financial condition.

In William Douglas Fulghum, et al. v. Embargr@oration, et al, filed on December 28, 2007 in the United Statesridt Court for the
District of Kansas (Civil Action No. 07-C\2602), a group of retirees filed a putative clag®a lawsuit in the United States District Couot
the District of Kansas, challenging the decisiomi@ke certain modifications to Embarq’s retireedfies programs generally effective
January 1, 2008. Defendants include Embarq, ceofais benefit plans, its Employee Benefits Contedtand the individual plan
administrator of certain of its benefits plans. Aidshal defendants include Sprint Nextel and cert#iits benefit plans. In addition, a
complaint in arbitration has been filed by 15 forr@entel executives, similarly challenging the Heaehanges. A ruling in Embarq’s favor
was recently entered in the arbitration proceedirgbarqg and other defendants continue to vigorocmhest these claims and charges. C
that this litigation is still in the initial stagexd discovery, it is premature to estimate the iothis lawsuit could have to our results of
operation or financial condition.

In Robert M. Garst, Sr. et al. v. CenturyTet. et al., filed March 13, 2009 in the 142 Judicial District Court of Texas, Midland County
(Case No. CV-46861), certain of our former ten-\aftareholders challenged the effectiveness of dketeo eliminate our time-phase voting
structure. We believe we followed all necessarpste properly effect the amendments describedeabod are defending the case
accordingly.

In December 2009, subsidiaries of Centuryiletlftwo lawsuits against subsidiaries of Sprinktéé (“Sprint”) to recover approximately
$26 million in access charges for VolP traffic owedler various interconnection agreements andgaé¥ne lawsuit, filed on behalf of all
legacy Embarq operating
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entities, is pending in federal court in Virginand the other, filed on behalf of all legacy Ceyli@l operating entities, is pending in federal
court in Louisiana. The lawsuits allege that Sphias breached contracts, violated tariffs, andcatéal the Federal Communications Act by
failing to pay these charges.

From time to time, we are involved in othengedings incidental to our business, includingiadrnative hearings of state public utility
commissions relating primarily to rate making, ditgs with other communications companies and sepioviders, actions relating to
employee claims, occasional grievance hearingséddbor regulatory agencies and miscellaneoud garty tort actions. The outcomes of
these other proceedings are not predictable. Howesedo not believe that the ultimate resolutibamy of these other proceedings, after
considering available insurance coverage, will heveaterial adverse effect on our financial positi@sults of operations, or cash flows.

(21) SUBSEQUENT EVENTS

In February 2010, our board of directors appdban increase to our quarterly dividend rate ffo#® per share to $.725 per share.

Our board of directors also approved a $300amicontribution to the legacy Embarq pensiomptlat we will make in early March 2010
using cash on hand and borrowings under our cfadlity.

* k k k k% %

A-81




Table of Contents

CENTURYTEL, INC.
Consolidated Quarterly Income Statement Information

(Unaudited)
First Seconc Third Fourth
quarter quarter quarter quarter
(Dollars in thousands, except per share amot
(unaudited

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! 227,43t
Basic earnings per share before extraordinary $ .67 .68 A4S 7€
Diluted earnings per share before extraordinam $ .67 .68 A4S 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 Century1 $ 88,76( 92,167 84,73 100,07.
Basic earnings per she $ .83 .88 .83 1.0C
Diluted earnings per sha $ .82 .88 .83 1.0C
2007

Operating revenue $600,85! 689,99: 708,83: 656,56:
Operating incom: $168,08: 231,83t 224,18! 168,97-
Net income attributable to Century1 $ 77,87( 112,26! 113,20: 115,03
Basic earnings per she $ .7C 1.0¢ 1.0¢ 1.0t
Diluted earnings per sha $ .68 .9¢ 1.01 1.04

The results of operations of Embarq are rédlsubsequent to its July 1, 2009 acquisition.date

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, retentiorarig retirement pension benefit costs due to feode reductions, (ii) transaction related
costs, including legal and investment banker cdsifsintegration related costs associated with acquisition of Embarq, (iv) accelerated
recognition of share-based compensation expenstdir@ange of control provisions and terminatioheraployment and (v) settlement
expenses related to certain executive retiremamisplSuch expenses aggregated approximately $a8iidh (pre-tax) in the third quarter of
2009 and approximately $37.6 million (pre-tax) e fourth 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 recognizefial million pre-tax gain upon the sale of a noeyaging investment. In the second quarter of
2008, we recognized an $8.2 million curtailmenslosconnection
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with amending our SERP. We also recognized a $4lbmpre-tax gain upon liquidation of our investmts in marketable securities in the
SERP trust in the second quarter of 2008. In thrd tuarter of 2008, we recorded a one-time pregtsr of approximately $3.2 million
related to the sale of a non-operating investrarthe fourth quarter of 2008, we recognized (iea benefit of approximately $12.8 million
after-tax related to the recognition of previousiyecognized tax benefits, (ii) a pre-tax bendfamproximately $10.0 million related to the
recognition of previously accrued transaction atietpcontingencies and (i) a $5.0 million chaegsociated with costs associated with our
then pending acquisition of Embarg.

In the third quarter of 2007, we recorded a-time pre-tax gain of approximately $10.4 millielated to the sale of our interest in a real
estate partnership. The results of operationseofMhdison River properties are reflected in thevaltable subsequent to the April 30, 2007
acquisition date. In second quarter 2007, we rezb&#19 million of revenues upon the settlement dispute with a carrier. In third quarter
2007, we recognized $42.2 million of revenues ughenexpiration of a regulatory monitoring period fburth quarter 2007, we recognized a
net benefit of approximately $32.7 million aftextelated to the release of previously unrecogntagenefits. In fourth quarter 2007, we
recorded a pre-tax charge of approximately $1616omirelated to the impairment of certain of ourEIC assets.

* * * * * *
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1.

4.

APPENDIX B
to Proxy Statemen

CENTURYLINK
2010 EXECUTIVE OFFICER SHORT-TERM INCENTIVE PLAN

Purpose The purpose of the CenturyLink 2010 Executiveig@ff Short-Term Incentive Plan (the “ PIgnis to advance the interests of
CenturyTel, Inc. (the “ Company by providing a shorterm incentive bonus to be paid to executive officef the Company based on
achievement of p-established quantitative performance gc

Shareholder ApprovalThe payment of any bonus hereunder is subjdtietapproval of the Plan, including the terms ofta 5(a)
hereof, by the shareholders of the Company at®e Annual Shareholders Meetir

Administration The Plan shall be administered by the Compens&mmmittee of the Board of Directors of the Compan if all of the
members of the Compensation Committee do not quadif‘outside directors” under Section 162(m) &f ihternal Revenue Code (“
Section 162(mJ), by a subcommittee of the Compensation Commitiieof the members of which qualify as “outsideedtors.” The
authority of the committee or subcommittee that misters the Plan (th* Committe€”) shall include, in particular, authority t

(a) designate participants for a particular year otiporthereof;
(b) establish performance goals and objectives forticpdar year or portion therec

(c) establish regulations for the administrationha Plan and make all determinations deemed negdssdhe administration of the
Plan; anc

(d) certify as to whether performance goals have begin
Notwithstanding the foregoing, all incentive borsipayable under the Plan shall be ratified by thar8 of Directors of the Compar

Eligibility . Subject to Section 5(b) hereof, the Committed! slegignate prior to March 31 of each year thecatige officers of the
Company who shall participate in the Plan that yaro designation is made for any particular boperiod, all individuals designated
executive officers of the Company shall be deenstigipants in the Plan that period. Any execubt¥ficers who do not participate in t
Plan will be eligible to participate in the Comp&ni{ey Employee Incentive Compensation Plan, asay be amended or restated from
time to time, or a successor pli

Incentive Bonu:.

(a) Bonuses paid under the Plan may not exceed $8i0mper participant per year. Before March 3leafch year for which a bonus is
to be payable hereunder (a “ Plan Y8athe Committee shall establish the performancalgfor that year and the objective criteria
pursuant to which the bonus for that year is tpdygable. The Committee has the discretion to dserdaut not increase, t
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amount of the bonus from the amount thatigaple under the terms of the pre-establishedrieriter the applicable year. The
performance goals each year shall apply to perfocmaf the Company or one or more of its divisisuhsidiaries or lines of
business and shall be based upon one or more &fltbeing performance goals: (i) return on equitgsh flow, assets or investme
(if) shareholder return; (iii) target levels of exwes, operating income, cash flow, cash provigeaplerating activities, earnings or
earnings per share; (iv) customer growth; (v) ametosatisfaction or (vi) an economic value addedsuee. For any Plan Year,
performance goals may be measured on an absokitedraelative to a group of peer companies sedeby the Committee, relative
to internal goals or industry benchmarks, or retatd levels attained in prior years. At the tihedts performance goals, the
Committee may define cash flow, revenues and therderms listed above as it sees fit. The Committay change the performance
goals each year to any of those listed above andaisa change the targets applicable to the pedoom goals from year to ye

(b) The Committee may subdivide any Plan Year into twmore performance periods, provided that imeation therewith (i) any
bonus awards made for performance during a shatteedormance period must also comply with Secti6®(m); (i) the
participants and performance goals must be setrwiltle first 25% of the measured performance perod (iii) with the exception
of the annual bonus limitation per participant esvfled in Section 5(a), references herein to amuahperiod shall mean the
applicable shortened period to the extent the comégjuires

6. Payment of Incentive Bonu#\s soon as practicable after the Company hadghylinnounced its earnings for the year for witiod
incentive bonus will be paid, the Committee shallleate the Company’s performance to determinaiheunt of the incentive bonus
that has been earned. In performing such evalyatienCommittee shall make all adjustments necgd$eaxclude the effect of any non-
recurring transaction described in the Committ&igdelines for Administering Annual Incentive BorRiograms, as in effect for the
applicable Plan Year. The Committee shall also naalfestments necessary to exclude the effect othagge in accounting standards
required by any regulatory agency or self-reguiatoganization, including the Financial Accounti@&tndards Board. The Committee
shall certify, either in writing or by the adoptiofwritten resolutions, prior to the payment offamcentive bonus under the Plan, that the
performance goals applicable to the bonus paymerg wet. The incentive bonus may be paid in wholeaa in the form of cash,
common stock, restricted stock, or restricted stauks of the Company in the discretion of the Cdttea. Common stock, restricted
stock, or restricted stock units issued in paynmenéunder may be paid under any of the Compangtkdiased incentive plans that
provide for such grants. The incentive bonus weligaid by March 15 following the end of the yeardich it was earned, unless
deferred under a separate benefit plan of the Com,
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7. Termination of Employmer.

(@)

(b)

(©

(d)

(€)

Except as otherwise provided in paragraphs dpr((d) of this Section 7, in order to be eligiltb receive a bonus under the Plan, a
participant must be an employee of the Companlgeaehd of the Plan Year, unless this requiremenaiged by the Committee
under such special circumstances as may be detdrbinthe Committes

Subject to the other terms and conditions of B, a participant who is not employed by the @any at the end of the Plan Year
will nevertheless be eligible to receive a patti@hus if such participant is a * Qualifying Paniant” for such Plan Year. A “
Qualifying Participan” is a participant whose employment is terminatedtdu

(i) death;
(i) disability; or

(iii) retirement on or after age 55 after completing fideyears of employment with the Company. Yedremployment with the
Company will be determined by accumulating suchigpant’s full months of employment with the Conmyain the aggregate
and without regard to whether such employment wasituous, and dividing such amount by

Subject to the other terms and conditions of &, any Qualifying Participant whose employmeitih the Company is terminated

at any time after the 90th day of a Plan Year ale the right to receivemo ratacash bonus for such Plan Year based on the sam
terms and conditions (including the same paymemtchgle and the same discretionary authority ofxbmmittee to reduce bonuses
under Section 5(a)) previously authorized undeRla® and by the Committee, as applicable for Baticipants for such Plan Year,
the amount of which shall equal the product ofdagh bonus that would have been payable to thef@inglParticipant for the full

Plan Year multiplied by a fraction, the numeratbwhich equals the number of calendar days of tha Fear that elapsed through
the Qualifying Participant’s last date of employrneith the Company and the denominator of whicB@5. Any bonus payable to a
Qualifying Participant under this Section 7(c) $hal payable to such participant at the time bosage paid to active participants
with respect to such Plan Ye.

Nothing in this Section 7 shall reduce or limit tight of a participant to receive cash paymentdeurmny Change of Contr
Agreement between that participant and the Comfalywing a Change of Control (as defined in sugheements)

Any bonus payment to a participant, or the cood# thereof, deviating from the terms and condgiof paragraphs (a), (b), or
(c) must be approved by the Committee and will d@yconsidered for approval if such deviation waubd,
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in the opinion of counsel to the Company tlithe Company’s federal income tax reduction faclksbonus payment under
Section 162(m)

8. Forfeiture of Benefit:.

(a) If, at any time during the participant’s employmhby the Company or within 18 months after terrtioraof employment, the
participant engages in any activity in competitiwith any activity of the Company, or inimical, comty or harmful to the interests of
the Company, including but not limited to: (a) cantirelating to the participant’'s employment forigéheither criminal or civil
penalties against the participant may be soughtdbduct or activity that results in terminatiditiee participant's employment for
cause, (c) violation of the Company’s policies]uiding, without limitation, the Company’s insideading, ethics and compliance
policies and programs, (d) participating in the [puieporting of any financial or operating resthlat was impacted by the
participant’s knowing or intentional fraudulentibegal conduct; (e) accepting employment with, @dag a 5% or more equity or
participation interest in, serving as a consultadyisor, director or agent of, directly or inditlgcsoliciting or recruiting any
employee of the Company who was employed at ang tiaring the participant’s tenure with the Compamygtherwise assisting in
any other capacity or manner any company or enserphat is directly or indirectly in competitiorittv or acting against the interests
of the Company or any of its lines of businesso@ipetitor”), except for (A) any isolated, sporadacommodation or assistance
provided to a competitor, at its request, by theigipant during the participant’s tenure with tBempany, but only if provided in the
good faith and reasonable belief that such actionlevbenefit the Company by promoting good busimekgions with the competit
and would not harm the Company’s interests in afgtntial manner or (B) any other service or tesc® that is provided at the
request or with the written permission of the Compdf) disclosing or misusing any confidentialanmination or material concerning
the Company, (g) engaging in, promoting, assistingtherwise participating in a hostile takeoveempt of the Company or any
other transaction or proxy contest that could reabty be expected to result in a Change of Coa®defined in the Plan) not
approved by the Board of Directors of the Companghp making any statement or disclosing any infation to any customers,
suppliers, lessors, lessees, licensors, licensegslators, employees or others with whom the Camgagages in business that is
defamatory or derogatory with respect to the bissineperations, technology, management, or othplogees of the Company, or
taking any other action that could reasonably heeted to injure the Company in its business m@atiips with any of the foregoing
parties or result in any other detrimental effactloe Company, then the award of cash, common steskticted stock, or restricted
stock units granted hereunder shall automaticelijinate and be forfeited effective on the datevhith the participant engages in
such activity and (i) all cash acquired by the ipaoént pursuant to the Plan shall be returneth¢oGompany, (ii) all shares of
common stock acquired by the participant pursuattié Plan or other securities into which suchehaave been converted or
exchanged) shall be returned to the Company an lbnger held by th

B-4
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10.
11.

12.

participant, the participant shall pay to @@mpany, without interest, all cash, securitiestber assets received by the participant
upon the sale or transfer of such stock or seesgyiind (iii) all unvested shares of restrictedlstw restricted stock units shall be
forfeited.

(b) If the participant owes any amount to the Compamyer Section 8(a) above, the participant ackndgés that the Company may, to
the fullest extent permitted by applicable law, aitdsuch amount from any amounts the Company oeepdrticipant from time to
time for any reason (including without limitatiomaunts owed to the participant as salary, wag@spregsements or other
compensation, fringe benefits, retirement benefitgacation pay). Whether or not the Company electeake any such set-off in
whole or in part, if the Company does not recowemgans of set-off the full amount the participawes it, the participant shall be
obligated to pay immediately the unpaid balancl&oCompany

(c) The participant may be released from the pasitiis obligations under Sections 8(a) and (b) almmhg if the Committee determines
in its sole discretion that such action is in tlestinterests of the Compar

(d) For purposes of this Section 8, all referencahéd’Company” shall mean CenturyTel, Inc., its Sdtaries and their respective
successors, unless the context otherwise req

Employee Rights Under the PI. Nothing in this Plan shall be construed
(a) grant any officer of the Company any claim or righbe granted an award under this P
(b) limit in any way the right of the Company to termia a participa’s employment with the Company at any time

(c) be evidence of any agreement or understandimgess or implied, that the Company will employ aipgpant in any particular
position or at any particular rate of remunerat

Assignments and Transfe. A participant may not assign, encumber, or trankis or her rights and interests under the F

Amendment and TerminatiolThe Committee may amend, suspend or terminatBldreat any time in its sole and absolute disaneti
Any amendment or termination of the Plan shall hotyever, affect the right of a participant to igeeany earned but unpaid incentive
bonus.

Withholding of Taxes The Company shall deduct from the amount of acgntive bonus paid hereunder any federal or sags
required to be withhelc
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13. Term of Plan The Plan applies to each of the five calendarsydaring the period beginning January 1, 2010amding December 31,
2014, unless terminated earlier by the Commi

14. Performancd3ased Compensation under Section 162(m) of thenat&kevenue CodeThe Company intends that any incentive bonus
paid to an executive officer under the Plan wilhlify as “performance-based” compensation undeti@ed62(m). Nothing in this Plan
precludes the Company from making additional paymenspecial awards to a participant outside efRlan that may or may not qua
as “performance-based” compensation under Sec@8(ni), provided that such payment or award doesffett the qualification of any
bonus paid or payable under the Pla’performanc-base” compensatior

15. No Vested Interest or Rigl. Notwithstanding anything to the contrary heraithno time before the actual payout of an inceritimeus to
any participant under the Plan shall any partidieerue any vested interest or right whatsoevdeuthe Plan, and the Company shall
have no obligation to treat participants identicalhder the Plar

* * * * * * *
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DESIGHATION (IF ANY)
ADD 1

ADD 2

ADD 3

ADD 4

ADD 5

ADD &

Uksing & bdack Ink pen. mark your voles with an X as shown in
this example. Please do nol weile pitside the designaled areas.

aooooy

L P 1 P P S ) A TR A

LR ——"

000000000.000000 ext
000000000.000000 ext
000000000.000000 ext
Electronic Voting Instructions

You can vate by Internet or telephone!
Available 24 hours a day, 7 days a week!

00000M00.000000 ext
000000000.000000 ext
0000000000000 ext

Inslae ol mailng your veling inglnaction card, you may chodse ang of the

twi varfing mathods auined belkow (o vate your voling

resinucion cand

VALIDATION DETALS ARE LOGATED BELOW IN THE TITLE BAR.
Prowies submitbed by the Inbernet or belephone must be received by

1:00 &umn., Gentral Teme, an May 17, 2010

Vote by Internet
==}

= Log an to the Internet and go ko
waew.ervislonreports.com CTL

= Fallow e steps cuflined on the secured webslie.

Vote by telephone
+ Cell toll free 1-B00-652-WOTE (8683) within the USA,
U3 tamitories & Canada any time on a bouch tone
Ielaphone. Thers is NQ CHARGE fo you for the call.

* Follow #ha instructions provided by the recorded messaga.

Annual Meeting Voting Instruction Card

(1234 5678 9012 345 )

W IF ¥OU HAVE NOT VOTED ¥IA THE INTERNET OR TELEPHONE, FOLD ALOMG THE PERFORATION, DETACH AND RETURN THE BOTTOM FORTION IN THE ENCLOSED ENVELOPE. W

3} Elestion of four Class | Directors —
The Board of Directors recommencds
& vote FOR all the nominees listed.

1. Hominees:

A. Urdersagnad s Avpcalie Wlas:
For Withhald

o-weue ks [ [
wcomans [] [
o3-wiema owens [ [C]
OO

B. Lindersigned s Propofionate Vofes:
For Withhaold

01+ W, Bruce Haries D D
02 - .G, Melvile, Jr. D D
03 - Wilkam A, Orwens |:| [:]
O O

04 - Glen F. Post, 11

(04 - Glen F. Past. I

IERVE

AGAINST Proposals 5 through 8.

For  Against Abstain

O oOod

A, Undarsignag's
Alccatde Woles:

For  Against Abstain

O o0Ood

A, Undarsigned’s
Alocatie Voles:

E Eﬂﬂ Eln

A, Unclersigned’s
Alocatée Loles:

B Lindersigneds
Fropovtanals Wolss:

B Lindersigned's
Frepovfianaie Woles:

B Lindevsigned's
Fropovhanale Wofes:

5. To act upan a |har_llmtllr propasal regarding retwark

2, To ratily the appoinkment of KPMG LLP 25 our independent audilor for 2010,

4, To approve our 2010 Exscutive Officer Shord-Term Incentive Plan,

EJ Froposals — The Board of Directors recommends a vote FOR Proposals 2 through 4 and

For  Against Abstain

O oo

3. To amend our articles of incorporation to change cur name to CenturyLink, In.

For  Against Abstain

Ood

Far  Against Abstain

Oooaod

+

B To et wpon a shareholder propasal regarding limitastion

mmmm: Eor  Against Abstain "fm':;q“;em::“ For  Against Abstain
e 1 00 O e ] 1 O
S 1 0 O e .

7.To act upon a sharehelder proposal regarding execitive

& To acl upen a shareholder proposal regarding executive

ﬂdmmm For  Against Abstain "“"“"““)‘:"u:?w:::‘“' For  Against Abstain
Aacabic Vates: D D I:I Allocatie Voles: D D I:I
E.uﬂm@uen‘;em_u D I:I Bﬁiﬂl‘mu D I:I
C 1234567890 JMNT P
1UPX 0252593 T
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Important Notice Regarding the Availability of Proxy Materials for the Annual Shareholder Meeting To Be Held on
May 20, 2010: The Company's proxy statement and related materials are available at www.envisionreports.com/ctl.

W IF YOU HAVE NOT VOTED VIA THE INTERKET O TELEPHONE, FOLD ALOMG THE PERFORATION, DETACH AND RETURN THE BOTTOM FORTION IN THE ENCLOSED ENVELOPE. W

VOTING INSTRUCTIONS — CENTURYTEL UNION 401(k) PLAN AND TRUST +

The undersigned. acting a5 & "nemed fiduciary” of the abave-referenced plan of CenturyTel, Inc., a5 amended (the "Plan’), hereby insinucis T, Rowe Price Trust Company
(the “Trugtee"), as directed trustee of the Plan, to vole at the annual meeting of shareholders of CanturyTel, Inc. (the “Company”) 1o be held on May 20, 2010, ard any and
all adjournmants thareof (the "Masting), in the manner designaled harain (i) all sharas of the Company's comman stack hald by the Trusles and credited io the Plan account
of the undarsigned a5 of March 22, 2010 in accardance with the provisions of the Plan (the "Undersigned's Allpcable Violes™) which is listed to the right of the addrass of the
undersigned printed on the osher side of this card. and (i) the numbser of votes allocable to the undersigned (determined pursu ant 10 & formula specfiad in the Plan) that are
alfributable to all shares of the Comparny's commen stock beld by the Trustee as of March 22, 2010, as to which propery execubed voling instructions ane nol mely recesed
priar ta the Mesting (referred to individually as the “Uncersigned’s Progorionate Voles™ and collectively with the Undersigned’s Allacabia Vates as the "Undersigned's Votes™).

The Trustes & hereby directed to authonze the Company's proxies to vole in their discretion upon such alher busingss as may properly come bedore the Meeting

The Board of Directors of the Company recommends thet you voie FOR Proposals 1 through 4 and AGAINST Proposals 5 through B listed on the reverse side.
Upon timedy receipt of these instructions, properly executed, the Undersigned s Voles will be cast in the manner directed. If these instructions are propesdy executed but no
zpecilic directiong ane given with raspect ts any of tha Undersignad’s Allocable Vatas or the Undersignad's Proporticnate Violes, thess voles will ba cagt in accordancs with
tha Board's recommandations.

Please mark, sign, date and refumm these insirections prompdly using the encosed envelope.

TO BE COUNTED, THE TRUSTEE MUST RECEIVE THIS CARD, PROPERLY COMPLETED, BY MAY 17, 2010
Authorized Signatures — This section must be completed for your vote to be counted. — Date and Sign Below

Plaasa sign exacily as name appaars on your scoount in fha Plan. Wvhan signing as axeculor, adminisirabor, atiornay, fusies or guardian, please give full lille as such.

Dale (mmidddyyy) — Please prinl dabe below, Signature 1 — Please keep signature within the bok,

/[ /

. IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A - C ON BOTH SIDES OF THIS CARD. +
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MR A SAMPLE
DESIGHATION {IF ANY)
ADD 1

ADD 2

ADD 3

ADD 4

ADD 5

ADD &

Lsing & biack ink pen. mark your vales with an X as shown in
this example. Please do not weile outside the designaled aress. X

beealbesli ks Blialuahlibaellwbolall smbush b busleb Da 1 d

) e

000000000, 000000 ext 000000000000 ext
00C000000.000000 ext 0000QM00.000000 ext
000000000, 000000 ext 000000000000 ext

Electronic Veting Instructions

You can vote by Internet or telephone!
Available 24 hours a day, 7 days a week!

Instead of mailing your woling instnaction card, you may choose ane of the
twa voling methods oulined below to vale your voling instruction card.

VALIDATION DETAILS ARE LOGATED: BELOW IN THE TITLE BAR.

Promies submithed by the Internet or belephone must be received by
100 am., Genfral Time, an May 17, 2010

Vote by Internet

* Logg an to tha Intermat and go fo

onoaoy

www. ervisionreparts.com GTL
* Follow $he sieps cutlined on the secuned webesile
Vote by telephone
« Call loll frees 1-B00-B53-VOTE (BGR) wilhin the USA,
U8 tembories & Canada any lime on a touch lane
lelephone. There is NO CHARGE fo you for the call.
= Follew The instuchions provided by the recrded messans.

Annual Meeting Voting Instruction Card

(1234 5678 9012 345 )

W IF YOU HAVE NOT VOTED VIA THE INTERMET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOFE. W

B} Election of four Class | Directors —
The Board of Directors recommends
a vote FOR all the nominees listed.

1. Hominees:

A. Unolsrsgnad’s Alocable Walas:
For  Withhald

01 - W, Bruce Hanis |:| |:|
w-comee s [ []
03 - Wlham A Oweang D E]

O o

B. Undursigned’s Fropofianate Voles
For Withkald

o-weweekan: [ []
w-comenie s [ [
a3-wiema owens [ []
OO

04 - Glan F. Pt I

02 - Glen F. Post, I

D1EEWTY

] Proposals — The Board of Directors recommends a vole FOR Proposals 2 through 4 and
AGAINST Proposals 5 through 8.

2. To ratify the appointment of KPMG LLP as our independent auditor for 2010,
For  Against Abstain For  Against Abstain

O oo O oo

3, To amend owr arfickes of mcorporation to change our name o CenturyLink, Inc.
For Against Abstain Far  Against Abstain

O oo Oooao

4, To spprove our 2010 Execulive Officer Shar-Term Incentive Plan.
For  Against Abstin

For  Against Abstain
O oo

5. To act upon a sharsholder proposal regarding network & To act upon a shareholder proposal regarding limitation
ol executive compensation. For  Against Abstain

4+

A, Undersigned s
Al Vales:

B Undersigned’s
Fropovfianaie Woles:

A, Unclersigned’s
Allocatds Voles:

B Linckersigned's
Fropoviansle Wolss:

A. Undarsigned’s
Alocatis Voles:

B. Lindersignad’s
Froporfianals Woles:

s 1 0O O Famenese 1 0O O
Bmﬁﬂ’m OO H'ﬂfﬂﬁt@s-ﬂ O Od

T. To act upon a sharsholder proposal regarding executive &. To act upon a shareholder propesal regarding executive

stock retention. For  Against Abstain compensation advisary VOMS. g naine Abstain
A, Undrsigneds A, Undarsigneds
prtesiedv I I I O I pitestev o I B I O I
B. Undarsigned’s B. Undarsigned’s

HUW#.M'I‘H!&'D D D

C 1234567890 JNT
TUPX 02525084

WA A SAWFLE [THIE AREL B ZET UP TOACCOMMODATE
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Important Notice Regarding the Availability of Proxy Materials for the Annual Shareholder Meeting To Be Held on
May 20, 2010: The Company's proxy statement and related materials are available at www.envisionreports.com/ctl.

W IF ¥OU HAVE NOT VOTED V1A THE INTERNET OR TELEPHONE, FOLD ALOMNG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. W

VOTING INSTRUCTIONS — CENTURYTEL DOLLARS & SENSE 401(k) PLAN AND TRUST +

The uwndarsgned, acting as a “named fiducany” of the above-neferenced plan ef CeruryTel. Inc., 25 amended (the “Plan’), haraby irstructs The Trust Company of Steme Agee.
Inc. and T. Rowe Price Trust Company (the “Trustess”), as direciad frusteas with respect fo shares of the commaon stock of CenturyTal, Ing. "Shares™) held by Se Trustees in
saparate accounts in accordance wih the Plan, to vole &1 the annual meeting of shareholders of CanturyTed, Inc, (e "Compary™) %0 b held on May 20, 2010, and ary and all
adjoumments Wereal (the Weeting™), in e manner desagnated hangin (i) all Shanes bald by Slerme Ages, Inc. and crediled 10 the ESOP, Stock Bonus or PAY S0P accounts of the
undersignad as of March 22, 2010 ar hald by T. Rowa Prica Trust Company and credited |o the 401 (k) accounls of the undersigned as of March 22, 2010 in accordancs with e
pravisions of the Plan and the related trusts refered o therein ithe “Undersigned’s Allocable Vales") which is lisied io the nght of the address of the undersigned printed on the
other side of tis card, and {1} the rumber of wehes allecable to the undersigned (desermingd in e manner speciad in the Plan or the related rusts) that ane atirbutable to all
Sharas bald by the Trustess as of March 22, 2010 as % which propady execubad voling irstructions am nat trmaly received priar o the cammancament of Sie Meeting (refermad 1o
individually as the “Undersigned's Proportionate Woles™ and collectively with the Undersigned's Allacable Votes as the “Undersigned's Violes™).

The Trustes is hereby dirscted to authonize the Company's proxies to voie in thelr discretion upon such other business as may properly come before the Maeting

The Board of Directors of the Company recommends that you vote FOR Proposals 1 through 4 and AGAINST Proposals 5 through 8 listed on the reverse side.
Upen timely receipt of these instructions, praparly executed, the Undersignad's Voles will be cast in the manner diractad. If these instructions are propedy executed bul no
specific directions are given with respect i any of the Undersigned's Allocable Vates or the Undersigned's Proportionate Voles, thesa voles will be cast in accordance with
thie Board's recommend ations

Pleasa mark, sign, taba and refurn thase irstruclions pramplly using the enclased envalope.

TO BE COUNTED, THE TRUSTEE MUST RECEIVE THIS CARD, PROPERLY COMPLETED, BY MAY 17, 2010

A Authorized Signatures — This section must be completed for your vote to be counted. — Date and Sign Below
Please sign exaclly & rame appeans on your account in the Plan, Whan sigring as execulor, administrator, attioeney, fuglee of guandian, please give full tille as such.

Duata (mmiddyyyy) — Mease print date below. Signature 1 — Please keep signature within the box.

. IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A - C ON BOTH SIDES OF THIS CARD. +




Table of Contents
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AV
KNy
CenturyLink- LT —
000304 000000000, 000000 ext 0000000000000 ext
= MR 4 SAMPLE 000000000, 000000 ext 0000000000000 ext
E DESIGRATION [IF ANY) 000000000, 000000 ext 000000000.000000 axt
= s Electronic Voting Instructions
E ADD 3 You can vote by Internet or telephone!
— ADD 4 Awvailable 24 hours a day, 7 days a week!
E T:::E ; Instaad of mailing your woling insinaction card, you may chocse ana of the

Prowies submitbed by the Internet or belephone must be recelved by
1:00 am,, Central Teme, an May 17, 2010

Vote by Internet
= Log an li the Internel a0d go ta
wwaErvisionreports com/CTL
= Folkw e sleps oulingd on he secured websile,
Vote by telephone
= Call ol free 1-800-652-wOTE (B683) within the USA,
LIS ramitories & Canada any ime on & bouch tang
Ielaphone. Thers is HO CHARGE fo you for the call.

Lksing & biack ink pen. mark your voles with an X as shown in » Folkow e instructions provided by the recorded messags.
this example, Please do nol wile outside the designaled aras X

Annual Meeting Voting Instruction Card (1234 5678 9012 345 )

W IF ¥0OU HAVE NOT VOTED V1A THE INTERNET OR TELEPHONE, FOLD ALOMG THE PERFORATION, DETACH AND RETURN THE BOTTOM FORTION IN THE ENCLOSED ENVELOPE. W

ﬂ Proposals — The Board of Directors recommends a vote FOR Proposals 1 through 4 and AGAINST Proposals 5 through 8.
1. To abect four Class | Direclors:

& To acl upen a sharehalder proposal reganding esculive
compinsalion advisory vabes

B | Non-Voting Items
Change of Addmss — Pleasa prnt naw address below.

For  Withhald Far  Withhald Far  Withhald Far  Wilhhald +
oi-wemcehess [ | []  -comemer [] [ a3-wiiam A owens [ ][] m-ceneres i [ []
For  Apains? Abstain For  Against Abslsn

2. T ralily the appoiniment of KPMG LLP 2 our independent 3. To armend our affickes ol incarporalion bn change

auditor fior 20110, D D D our name fo CanturyLink, Inc. D D D
4. To approwve qur 2010 Executive Criicer Short-Tam 5, T act upon a shareholder propasal regarding

Incantrie Flan D D D netwark managament practices. D D D
E. To act upon a shareholder proposal regarding limitation 7. Ta ect upon A shareholder proposal regarding

af executhe compensaion, D D D execulhe sthock relantian, D D D

A Authorized Signatures — This section must be completed for your vote to be counted. — Date and Sign Below

Please sign exaclly as name appears on your account mainlained wnder eiher or both of the Pans. When signing s execstor, admipisinaion atteeney. Insles or guardean, please pive full tite
& such,

Diala (mmiddiyyyy) — Pease print date balow. Signature 1 — Please keep signature within the box.

/[ /
ST

0BaNE
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Important Motice Regarding the Availability of Proxy Materials for the Annual Shareholder Meeting To Be Held on
May 20, 2010: The Company's proxy statement and related materials are available at www.envisionreports.comictl,

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

VOTING INSTRUCTIONS — EMBARQ RETIREMENT SAVINGS PLAN
CENTEL RETIREMENT SAVINGS PLAN FOR BARGAINING UNIT EMPLOYEES

The undersigned, acting a5 a participant in eithar or both of the above-referenced refirement plans (oollsctively, the “Plans”), herely instructs Fidelity Management
Trust Company (the “Trustee”), as directed frustee of the Plans, to vobz at the annual meeting of shareholders of CenturyTel, Inc. (the “Company”) to be held on
May 20, 2010, and any and all adjournments thereof (the “Meeting”), in the manner designated herein, the number of shares of the Company’'s comman stock
credited to the account of the undersignad maintained under aither ar bath of the Plans. I no instructions are ghven, the Trustes will vate, with respect 1 each
Flan, unvoted shares in the same proportion a5 voted shares regarding each of tha matters set forth on the reverse side hareof

The Trustee is hereby directed bo authorize the Company’s proxies to vote in their discretion upon such other business as may properly come before
the Meating.

The Board of Directors of the Company recommends that you vate FOR Proposals 1 through 4 and AGAINST Proposals 5 through 8 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 directions are given with respect to any of the undersigned’s shares, these shares will be cast in accordance with the
Board's recommeandations,

Flease mark, sign, date and return these instructions prompély using the enclosed envelope.
TO BE COUNTED, THE TRUSTEE MUST RECEIVE THIS CARD, PROPERLY COMPLETED, BY MAY 17, 2010



