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IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROX Y MATERIALS FOR THE
ANNUAL MEETING OF SHAREHOLDERS TO BE HELD ON MAY 22 , 2013

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

All references in this proxy statement or relatetenials to “we,” “us,” “our,” the “Company” or “Ce nturyLink” refer to CenturyLink,
Inc. In addition, each reference to (i) t‘Board” refers to our Board of Directors, (ii) oufexecutives” or “executive officers” refers to our
eight executive officers listed in the tables beijig on page 3 of this proxy statement, (iii) “niegt refers to the 2013 annual meeting of our
shareholders described further herein, (iv) “nanadficers,” “named executive officers” or “NEOsfefers to the five executive officers liste
the Summary Compensation Table appearing on pagé tits proxy statement, (v) “Embarq” refers to Bang Corporation, which we
acquired on July 1, 2009, (vi) “Qwest” refers to @t Communications International Inc., which weuwcegd on April 1, 2011, (vii) “Savvis”
refers to SAVVIS, Inc., which we acquired on J8ly2D11, and (viii) the “SEC” refers to the U.S.c8Baties and Exchange Commission.
Unless otherwise provided, all information is pretsel as of the date of this proxy statem
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TIME AND DATE
PLACE

ITEMS OF BUSINESS

RECORD DATE
PROXY VOTING

April 9, 2013

CenturyLink, Inc.
100 CenturyLink Drive
Monroe, Louisiana 71203

Notice of Annual Meeting of Shareholders

10:00 a.m. local time on May 22, 20

Corporate Conference Room
CenturyLink Headquarters
100 CenturyLink Drive
Monroe, Louisian:

(1) Elect as directors the eight nominees naiméite
accompanying proxy statement

(2) Ratify the appointment of KPMG LLP as oudépendent
auditor for 2013

(3) Conduct a non-binding advisory vote regagidinr executive
compensation

(4) Act upon four separate shareholder propasaleperly
presented at the meeting

(5) Transact such other business as may properhe before the
meeting and any adjournme

You can vote if you were a shareholder of record\pril 3, 2013.

Shareholders are invited to attend the meeting in
person. Even if you expect to attend, it is impairta
that you vote by telephone or the Internet, or by

completing and returning a proxy or voting
M«WW

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

PROXY STATEMENT
April 9, 2013

GENERAL INFORMATION ABOUT THE ANNUAL MEETING

Why am | receiving these proxy materials?

Our Board of Directors is soliciting your proxyyote at our 2013 annual meeting of shareholderausecyou owned shares of our stock
at the close of business on April 3, 2013, the mciate for the meeting, and are entitled to viotsé shares at the meeting. Our proxy matt
are being made available to you on the Interneinimétg on or about April 10, 2013. This proxy stant summarizes information regarding
matters to be considered at the meeting. You do@ed to attend the meeting to vote your shargsadiditional information on our proxy
materials, see “Other Matters — Proxy Materialspegring below.

When and where will the meeting be held?

The meeting will be held at 10:00 a.m. local tinmeVdednesday, May 22, 2013, in the corporate conéereoom at our corporate
headquarters, 100 CenturyLink Drive, Monroe, Lauisi. If you would like directions to the meetintggse see our website,
http://ir.centurylink.com

What matters will be considered at the meeting?
Shareholders will vote on the following mattershat meeting:

Board Voting

Matter Recommendatio Page Referen
» election of the eight director nominees named hefléém 1) For each nomine 2
« ratification of the appointment of KPMG LLP as dndependent auditor for 2013 (Item For 17
* nor-binding advisory vote regarding our executive congagion (Item 3 For 19
» the four shareholder proposals describedigioxy statement if each is properly presented Against each 19

at the meeting (Items 4(a), 4(b), 4(c) and 4

How many votes may | cast?

You may cast one vote for every share of our comstook or Series L preferred stock that you owrredhe record date. Our common
stock and Series L preferred stock vote togethersisgle class on all matters. In this proxy steet, we refer to these shares as @orfimor
Shares” and “Preferred Shares,” respectively, @i “Voting Shares,” collectively. As of the redalate, we had 614,602,997 Common
Shares and 7,018 Preferred Shares outstanding.

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

If shares are registered in your name with oursfi@magent, Computershare Investor Services L.lydli,are the “shareholder of record”
of those shares and you may directly vote theseshtogether with any shares credited to yourwaticid you are a participant in our automs
dividend reinvestment and stock purchase serviceioemployee stock purchase plans.

1
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If your shares are held on your behalf in a stadkérage account or by a bank or other nominee gyeuhe “beneficial ownef shares
held in “street name.” We have requested that coxypmaterials be made available to you by youkberpbank or nominee, who is considered
the shareholder of record of those shares.

If | am a shareholder of record, how do | vote?
If you are a shareholder of record, you may votgdarson at the meeting or by proxy in any of tHfang three ways:
» call 1-80(-652-8683 and follow the instructions provide
* log on to the Internet www.envisionreports.com/cand follow the instructions at that site;

* request a paper copy of our proxy materials arthviing receipt thereof, mark, sign and date youaxy card and return it to
Computershare

Please note that you may not vote by telephonkeointernet after 1:00 a.m. Central Time on MayZt?,3.

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

As the beneficial owner, you have the right torinst your broker, bank or nominee how to vote yshares by using any voting
instruction card supplied by them or by followirgeir instructions for voting by telephone, the tn&t, or in person.

If | am a benefit plan participant, how do | vote?
Please see “Additional Information About the Megtir Voting by Participants in Our Benefit Plans’bapring below.

Do | need identification to attend the meeting in prson?

Yes. Please bring proper identification, togethéhwhe Notice Regarding Availability of Proxy Maitgls mailed to you, which will sen
as your admission ticket. If your shares are helstieet name, please bring acceptable proof oEmhip, such as a letter from your broker or
an account statement stating or showing that yoefisally owned Voting Shares on the record date.

Where can | find additional information about the conduct of the meeting, voting requirements, and otr similar matters relating to
the meeting?

Please see “Additional Information About the Megtiappearing below.

ELECTION OF DIRECTORS
(Item 1 on Proxy or Voting Instruction Card)
The first proposal for consideration at the meetintpe election of each of the eight candidatesethbelow as a director for a one-year
term expiring at our 2014 annual meeting of shddshes, or until his or her successor is duly elé@ed qualified.

At our 2012 annual meeting, the shareholders vimtetiminate prospectively the classification afeditors on our Board. Previously, our
directors had been classified into three sepatasgses and held office for staggered three-yearstefEffective as of the 2012 annual meeting,
the shareholders approved terminating each otttee tdirector classes as of the expiration dathaifclass’s three-year term, with subsequen
terms being for one year only. As a result of thiange:

» last year a class of four directors was electezht-year terms
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» this year a second class of four directors wilelerted to or-year terms, an
* next year a third class of directors will be elddie on-year terms

at which time we will have fully declassified ouo&d. Our Board is currently fixed at 13 members.

Acting upon the recommendation of its Nominatind &orporate Governance Committee, the Board hasmabad the eight below-
named directors to stand for re-election to ona-ye&rans at the meeting. Unless authority is witbhall votes attributable to Voting Shares
represented by each duly executed and delivered pvdl be cast for the election of each of thehgibelownamed nominees. Under our by
nominating procedures, these nominees are theimdiljiduals who may be elected at the meeting.deftitional information on our
nomination process, see “Corporate Governance -ecRir Nomination Procesdf’for any reason any such nominee should declimgecoms
unable to stand for election as a director, whiehde not anticipate, the persons named as proxgs/ote instead for another candidate
designated by the Board, without re-soliciting pesx

As discussed further under “Additional Informatiéhout the Meeting — Vote Required to Elect Direstoeach of the eight nominees
must receive a majority of the votes cast to betetbat the meeting.

The following tables provide certain informationtiwrespect to:
e our eight nominee:
» each of the five other directors whose term wilitioue after the meeting, ai
» our executive officers

As discussed further elsewhere herein, five oflmlow-listed directors formerly served as direcmfrEmbarqg or Qwest prior to our
acquisitions of those companies.

Nominees (for a on-year term expiring in 2014):

W. Bruce Hanks age 58; a director since 1992; a consultant wittth@m, Bordelon and Co., Inc., an investmen
management and financial planning company, sin&;2a8thletic Director of the University of Louisiarat
"ﬂ*j’ Monroe from 2001 to 2004; held various executivsifians at CenturyLink from 1980 through 2001, most

kY notably Chief Operating Officer, Senior Vice Presitl— Corporate Development and Strategy, Chieduféial
Officer, and President — Telecommunications Sesjieeorked as a certified public accountant withtPea
Marwick & Mitchell for three years prior to themyicently an advisory director of IberiaBank Corpara; also
served in the past on the executive boards of abte@ecommunications industry associations andtards of
other publicly-owned companies.

Key Qualifications, Experiences and Ski

» Prior executive experience with, and histdriceowledge of, our company and its prior acquisis
» Former experience as a certified public actanin

* Qualifies as an “audit committee financial exp

» Prior experience as a director of other pub-owned companie
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C. G. Melville, Jr.,age 72; a director since 1968; retired in 1992r aéeving as President of Melville Equipme
Inc., a family-owned distributor of marine and isthial equipment, for nearly 30 years; Chief ExaeuOfficer
of a family-owned telephone company for six yeaisrgo its sale to CenturyLink in 1968.

Key Qualifications, Experiences and Ski
» Experience owning and managing telecommurtdnatcompanies
» Experience as a former chief executive of fgraivned privately-held companies

Fred R. Nichols,age 66; a director since 2003; retired in 2000 f@ox Communications, Inc., where he served
as Executive Vice President of Operations sincé;1B8ld various executive positions at TCA Cable Te.
(which was publiclytraded between 1982 and its sale to Cox in 19989 ft980 to 1999, most notably serving
Chairman, President and Chief Executive Officemrt997 to 1999 and President and Chief Operatitfigedf
from 1989 to 1997; also served in the past on xeewive boards of (i) two cable industry tradecasations,

(ii) Telesynergy, a cable television programmingsartium, and (iii) C-SPAN, a cable television netky prior

to joining TCA in 1980, worked as a commercial barfor nine years and as a certified public accanintvith
Peat, Marwick & Mitchell for three years.

Key Qualifications, Experiences and Ski
» Executive experience in the communicationsistig/
» Experience as a former chief executive of bliply-held company that engaged in multiple acijioss

» Former experience as a certified public accouraadtcommercial banki
William A. Owens,age 72; a director since July 1, 2009; non-exeeufilairman of the Board of CenturyLink
since July 1, 2009; Managing Director and ChairmBAEA Investors Asia, a private equity companycs
2006; Vice Chairman, President and Chief Execufificer of Nortel Networks Corporation, a globabpglier of
communications equipment, from 2004 to 2005; Chairmnd Chief Executive Officer of Teledesic LLC, a
satellite communications company, from 1998 to 2@@8ved in the U.S. military from 1962 to 1996ldnag
various key leadership positions, including Vicea@iman of the Joint Chiefs of Staff; currently aedior of AEA
Investors LP, Polycom, Inc., Wipro Limited and \Wiagems Group, Inc.; formerly a director of Unifrax
Corporation and Amerilink within the past five yea€hairman of the Board of Embarq prior to Jula09.

Key Qualifications, Experiences and Ski

» Executive experience in the communicationsistig/

» Experience as a former chief executive of jplsheld companies
» Government relations expertise

* International business experience

» Director of other domestic and international pug-held companie
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Harvey P. Perryage 68; a director since 1990; non-executive Vibainan of the Board of Directors of
CenturyLink since 2004, retired from CenturyLinkdA03; joined CenturyLink in 1984, serving as Stageand
General Counsel for approximately 20 years and &ikex Vice President and Chief Administrative O#fidor
almost five years; prior to then, worked as anratg in private practice for 15 years.

Key Qualifications, Experiences and Ski
» Prior executive experience with, and histdriceowledge of, our company and its prior acquisis
» Legal experience representing telecommuninat@mmpanies

Glen F. Post, lll,age 60; a director since 1985; Chief Executived@ffiof CenturyLink since 1992, and Presit
since July 1, 2009 (and from 1990 to 2002); Chairmithe Board of CenturyLink between 2002 and 2008e
Chairman of the Board of CenturyLink between 1988 2002; held various other positions at CenturgLin
between 1976 and 1993, most notably Treasurerf €Emiancial Officer and Chief Operating Officer.

Key Qualifications, Experiences and Ski
» Executive experience in the telecommunicatimnsiness
» Experience as our chief executive

Laurie A. Siegel, age 57; a director since July 1, 2009; retire8éptember 2012 from Tyco International Ltd., a
diversified manufacturing and service company, wtsdre served as Senior Vice President of HumanuResn
and Internal Communications since 2003; held varjpasitions with Honeywell International Inc. frdr@94 to
2002, including Vice President of Human ResourceSpecialty Materials; prior to then, was directbglmbal
compensation at Avon Products and a principal idt8gic Compensation Associates; a director of Emqmpeor

to July 1, 2009.

Key Qualifications, Experiences and Ski
» Executive experience with a multi-national gany
* Human resources and executive compensatioergsg

Joseph R. Zimme, age 59; a director since 2003; a business aaddial consultant since 2002; Advisory
Director of the Goldman Sachs Group from 2001 ©82Managing Director of the Communications, Meflia
Entertainment Group for the Americas in the invesitrbanking division of Goldman, Sachs & Co. fro899 to
2001, after acting as Managing Director and a cadha the group from 1992 to 1999; Managing Direatcthe
mergers and acquisitions department of GoldmarhsS&daCo. from 1988 to 1992; currently a directofFafctSet
Research Systems Inc. and formerly a director gft&8 Inc. within the past five years.

Key Qualifications, Experiences and Ski
» Advisory experience in the communications wstty

» Acquisition and investment banking expertise
* Qualifies as an “audit committee financial exp

» Director of other publicl-owned companie
The Board unanimously recommends a vote FOR eachhafse above-listed nhominees.
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Directors serving terms expiring in 2014

Virginia Boulet, age 59; a director since 1995; Special Counsi&tlams and Reese LLP, a law firm, since 2(
prior to then, practiced as a corporate and séesid@ttorney for Phelps Dunbar, L.L.P. from 1992802 and
Jones Walker LLP from 1983 to 1992; currently &dior of W&T Offshore, Inc.

Key Qualifications, Experiences and Ski
» Legal experience representing telecommuninat@mpanies and regarding business combinations
» Director of another publicly-held company

Peter C. Browr, age 54; a director since July 1, 2009; ChairnfaBrassmere Partners, LLC, a private
investment firm, since July 2009; held several exige level positions, including Chairman of theasa,
President and Chief Executive Officer, with AMC Ertainment Inc., a theatrical exhibition compamgtween
1991 and 2009; founded Entertainment PropertiestTauNY SE-listed real estate investment trus;,987 and
served as its Chairman of the Board of Trusteeis 2003 and again from 2010 to present; currenttijractor of
Entertainment Properties Trust and Cinedigm Didlimlema Corporation; formerly a director of Natibna
CineMedia, Inc. within the past five years andredior of Embarq prior to July 1, 2009.

Key Qualifications, Experiences and Ski
» Experience as a former chief executive of bliply-held company
* Qualifies as an “audit committee financial exp
» Director of other publicl-held companie

Richard A. Gephard, age 72; a director since July 1, 2009; PresidadtChief Executive Officer of Gephardt
Group, a multi- disciplined consulting firm, sin2@05; consultant to Goldman Sachs & Co. since 260&tegic
advisor in the government affairs practice groupbA Piper between 2005 and 2009; senior advisétTib
Consulting between 2007 and 2009; member of the HoBse of Representatives from 1976 to 2005,
representing Missouri’s Third District and holdikgy leadership positions, including House Minotigader;
currently a director of Centene Corporation, Forotdd Company, Spirit Aerosystems Holdings, Inc. &mdted
States Steel Corporation; formerly a director oh®&lolding Company within the past five years, ardirector
of Embarq prior to July 1, 2009.

Key Qualifications, Experiences and Ski
» Government and labor relations expertise
» Director of other publicl-held companie
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Gregory J. McCray, age 50; a director since 2005; Chief ExecutivBc®f and a director of ACAL Energy Ltd.,
a company which develops fuel cell engine technglsimmce January 2013; Chairman and Chief Executive
Officer of Antenova Limited, a British wireless cponents development company, between 2003 and erem
2012; Chairman and Chief Executive Officer of Pggitot Networks, a wireless start-up, from 2000 t620
Senior Vice President, Customer Operations, at hii€echnologies from 1997 to 2000; Sales Vice Emti

U.S. Eastern Region, at Lucent Technologies fro8d1® 1997; held engineering, product managemehbéme
managerial roles at AT&T and IBM from 1984 to 1993.

Key Qualifications, Experiences and Ski
» Executive experience in the communicationstastinology industries
» Experience as a chief executive of privatedydrcompanies
» Engineering expertise

» International business experier
Michael J. Roberts, age 62; a director since April 1, 2011; Chief &xéve Officer and founder of Westside
Holdings LLC, a marketing and brand development gany; served as President and Chief Operating @f6€
McDonald’s Corporation, a foodservice retailernfir@004 to 2006; served as Chief Executive Offider o
McDonald’s USA during 2004 and as President of Mc@ld's USA from 2001 to 2004; currently a direcsdr
W.W. Grainger, Inc. and Standard Parking Corpomatimd a director of Qwest prior to April 1, 2011.

Key Qualifications, Experiences and Ski
» Experience as a chief executive
» Marketing and branding expertise

» Director of other publicly-held companies
» Qualifies as al*audit committee financial exp”
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Executive Officers Who Are Not Directors:

Listed below is information on each of our execaitdfficers who are not directors. Unless othenisécated, each person has been
engaged in the principal occupation shown for nibam the past five years.

O. Matthew Bealage 43; Senior Vice President — Corporate StraéeglyProduct Development since May
2012, and Chief Technology Officer since 2008; sdras Senior Vice President — Product Developnmuht a
Network Strategy between 2009 and May 2012 andiees Rresiden— Engineering between 2008 and 2009;
prior to joining CenturyLink, worked as a technafagfficer for over 10 years with several companiesiuding
most recently as Managing Director of StrategyHBdtish Telecom'’s design division.

William E. Cheek,age 57; President — Wholesale Operations sincelJl909; served as President —
Wholesale Markets for Embarq from 2006 to 2009yaseiin similar capacities at divisions or affiliatef Sprint
Nextel Corporation from 2004 to 20(C

David D. Coleage 55; Senior Vice President — Controller and @jpans Support; served as Senior Vice
President — Operations Support since 1999, ancag@ler since April 1, 2011.

R. Stewart Ewing, Jr.age 61; Executive Vice President and Chief Findr@fficer.
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Stacey W. Goffage 47; Executive Vice President, General CounsglSecretary since July 1, 2009; served as
Senior Vice President, General Counsel and Segrptar to then.

Maxine L. Moreau,age 51; Senior Vice President — Network ServicesesMay 2012; served as Senior Vice
President, Integration and Process Improvement 20&® to May 2012, as Senior Vice President, Chréc
Operations from 2009 to 2010, and as Vice Presioe@perations from 2006 to 2009.

Karen A. Puckettage 52; Executive Vice President and Chief Opegdiifficer since July 2009; served as
President and Chief Operating Officer from 2002Iuhtly 2009.
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CORPORATE GOVERNANCE

Governance Guidelines

Our Board has adopted corporate governance guéglhmhich it reviews at least annually. For infotima on how you can obtain a
complete copy of our guidelines, see “— Accessiformation” below.

Among other things, our corporate governance gindglprovide as follows:

Director Qualifications

The Board of Directors will have a majority of indent directors. The Nominating and Corporatee@mnce Committee is
responsible for reviewing with the Board, on anwairbasis, the requisite skills and characteristfasew Board members as well
the composition of the Board as a wh

The Board expects directors who change the jolespansibility they held when they were electechtoBoard to volunteer to
resign from the Boarc

On the terms and subject to the conditions spekifieour bylaws, directors will be elected by a onéy vote of the shareholders
and any incumbent director failing to receive aanigy of votes cast must promptly tender his or lgsignation to the Boar

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

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

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

Director Responsibilities

The Board periodically reviews our Ic-term strategic plans, and annually holds a 1-day strategic planning sessit

Unless otherwise determined by the Board, whenmageament director retires or ceases to be an aatiygoyee for any other
reason, that director will be considered to hagggreed concurrently from the Boal

Chairman; Lead Outside Director

The Board elects a Chairman from among its membBées.Chairman may be a director who also has execrgsponsibilities,
including the CEO (an executive chair), or may he of the Company’s independent directors (a natetve chair). The Board
believes it is in the best interests of the Companyhe Board to remain flexible with respect thether to elect an executive chair
or a norexecutive chair so that the Board may provide fmcession planning and respond effectively to charig circumstance

The non-management directors meet in executivéoseasleast quarterly. The lead outside directected by the independent
directors may call additional meetings of the nomragement directors at any time. At all times duvimich the Chairman is a
non-executive chair, all of the functions and rewsililities of the lead outside director shall lmfprmed by the non-executive
chair.
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CEOQO Evaluation and Management Succession

* The Nominating and Corporate Governance Commitbeelects an annual review of the CEO’s performamekpaovides a report
of its findings to the Boarc

* The Nominating and Corporate Governance Commitiperts periodically to the Board on successionrgfen

Recoupment of Compensation

« If the Board or any committee of the Board detemnithat any bonus, incentive payment, commissiquifyeaward or other
compensation awarded to or received by an execaffier was based on any financial or operatirgultethat was impacted by the
executive officer's knowing or intentional fraudateor illegal conduct, the Board or a Board comeaittnay recover from the
executive officer the compensation it considergajppate under the circumstanc

Stock Ownership Guidelines

*  We require our executive officers to beneficiallyroCenturyLink stock equal in market value to sfiedimultiples of their annual
base salary. All executive officers have three yéiam the date they first become subject to aqadar ownership level to attain
that target

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

» For any year during which an executive or direckmes not meet his or her ownership target, theutixecor director is expected to
hold a specified percentage of the CenturyLinklstbat the executive or director acquires throughemuity compensation
programs, excluding shares sold to pay taxes asgedcwith the acquisition there:

e The Compensation Committee administers the guidgliand may modify their terms and grant hardskéegtions in its discretio

» See “Compensation Discussion and Analysis — Stogkédship Guidelines” for information on the exeeatownership multiples
and the holding percentages currently in eft

Standards of Business Conduct and Ethics

« All of our directors, officers and employees arguieed to abide by our long-standing ethics andp@@nce policies and programs,
which include standards of business conc

« Any waiver of our policies, principles or guidelmeelating to business conduct or ethics for exeeutfficers or directors may be
made only by the Board or one of its duly authatizemmittees

Other
» Directors have full access to our officers and aygés

» Like most other NYSE-listed companies, (i) all bétBoard’s standing committees are comprised sofdlydependent directors,
(ii) we provide orientation for new directors, e maintain a continuing education program far divectors, and (iv) the Board
and each committee conducts annualreviews.

Independence

Based on the information made available to it,Bbard of Directors has affirmatively determinedttbach of the directors, with the
exception of Mr. Post and Mr. Gephardt, qualifiesaa independent director under the
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standards referred to above under “— GovernancddBines.” In making these determinations, the Bpwaith assistance from counsel,
evaluated responses to a questionnaire completeddiydirector regarding relationships and possitidlicts of interest. In its review of
director independence, the Board considered alvkncommercial, banking, consulting, legal, accaumticharitable, familial or other
relationships any director may have with us.

Some of our directors are employed by or affiliatéth companies with which we do business in ttdir@ary course, either as a service
provider, a customer or both. As required undeMNN&E listing standards and our Corporate Goverad@aidelines, our Board examined the
amount spent by us with those companies and b tb@sipanies with us. With the exception of our pase of consulting services from a
company that employs Mr. Gephardt (as discusselddubelow under “Transactions With Related Pdttjes all cases the amount spent ur
these transactions fell far below the thresholdl#sthed in the NYSE listing standards and in oorp@rate Governance Guidelines.
Consequently, our Board concluded that the amapeat under these transactions did not create exialaelationship with us that would
interfere with the exercise of independent judgnignany of these directors other than Mr. Gephardt

Committees of the Board
During 2012, the Board of Directors held ten megginncluding a two-day strategic planning session.

During 2012, the Board’s Audit Committee held eigtgetings. The Audit Committee is currently compbsg&four independent
directors, all of whom the Board has determinedda@udit committee financial experts, as definedkuthe federal securities laws. The Audit
Committee’s functions are described further beladar “Audit Committee Report.”

The Board’s Compensation Committee met seven tanaag 2012. The Compensation Committee is cuyerdmposed of five
directors, all of whom qualify as “non-employeeetitors” under Rule 16b-3 promulgated under the S@s1Exchange Act of 1934 and all of
whom, other than Harvey P. Perry, qualify as “algdiirectors” under Section 162(m) of the InteflRalenue Code. The Compensation
Committee is described further below under “Comp#ns Discussion and Analysis.”

The Board’s Nominating and Corporate Governance 1@ittee (which we refer to below as the “Nominatgmmittee”) met four times
during 2012. The Nominating Committee is respomsibt, among other things, (i) recommending toBbard nominees to serve as directors
and officers, (i) monitoring the composition aridesof the Board and its committees, (iii) periadig reassessing our corporate governance
guidelines described above, (iv) leading the Baauiits annual review of the Board’s performance,réviewing shareholder proposals and
making recommendations to the Board regarding looredpond, and (vi) reviewing annually the Chieé&ixtive Officer's performance,
reporting to the Board on succession planning éaice executive officers and appointing an inte@&O if the Board does not make such an
appointment within 72 hours of the CEO dying ordraing disabled. For information on the director muation process, see “— Director
Nomination Proce!” below.

The Board also maintains a Risk Evaluation Commijtéghich met four times during 2012. The Risk Eatibn Committee is described
further below under the heading “— Risk Oversight.”

Each of the committees listed above is composesysof independent directors under the standarfésresl to above under “—
Governance Guidelines.”
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The table below lists the Board’s standing comragtand their membership:

Nominating and

Corporate
Compensation Governance Risk Evaluation
Audit Committee Committee Committee Committee

Outside Director (1) Member Member () Member Member
Virginia Boulet v Chair
Peter C. Browt v v
W. Bruce Hank: Chair v
Gregory J. McCra 4 4
C. G. Melville, Jr. v Chair
Fred R. Nichols v v
William A. Owens v v
Harvey P. Perr v
Michael J. Robert v
Laurie A. Siege Chair
Joseph R. Zimme v

(1) Glen F. Post, Il does not serve on any boardnoittees, other than the Special Pricing Commitiescribed below. Richard A. Gephardt
does not serve on any board committ:

(2) The Compensation Committee maintains an Ineemtivards Subcommittee comprised of Ms. Boulet, Nichols, Adm. Owens and
Ms. Siegel.

If you would like additional information on the pEmsibilities of the committees listed above, pteafer to the committees’ respective
charters, which can be obtained in the manner itestbelow under “— Access to Information.”

The Board has also established a Special Pricimgmiitiee that has authority to approve the termsaddfedting prices of any CenturyLir
securities sold pursuant to our outstanding slegjistration statement. Thésl hoccommittee is comprised of Peter C. Brown, W. Brhemks,
Glen F. Post, lll and Joseph R. Zimmel.

During 2012, all of our directors attended at |4 of the aggregate number of all board meetamglsall meetings of board committi
on which they served. In addition, each of ouratwes then in office attended the 2012 annual $tudders’ meeting, other than one director
who could not attend due to health issues and anatho had a pre-existing scheduling conflict.

Director Nomination Process

Nominations for the election of directors at ounaal shareholders’ meetings may be made by thedBo@on 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 then@pany’s Secretary not more than 180
days and not less than 90 days in advance ofr$teafiniversary of the preceding year’s annualedi@ders meeting. For the meeting this yea
the Board has nominated the eight nominees lidteseaunder “Election of Directors” to stand foretlen as directors, and no shareholders
submitted any nominations. For further informat@ndeadlines for submitting nominations for our 2@hnual shareholders meeting, see
“Other Matters — Shareholder Nominations and Prafso®r the 2014 Annual Meeting — Other Proposats ldominations.”

The written notice required to be sent by any natniy shareholder must include (i) the name, agsinless address and residential
address of the nominating shareholder and any p#vson 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
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shareholder, any person acting in concert with leiach proposed nominee and any other person paitsuahich the nomination or
nominations are to be made and (iv) various bidgjeg information about each proposed nomineeutiolg principal occupation, holdings of
Voting Shares and other information required taliselosed in our proxy statement. The notice misst e accompanied by the written
consent of each proposed nominee to serve as@dtiieelected, and an affidavit certifying thaok proposed nominee meets the
qualifications for service specified in the bylasred summarized below. We may require a proposedneanto furnish other reasonable
information or certifications. Shareholders intéeelsin bringing before a shareholders’ meeting magter other than a director nomination
should consult our bylaws for additional procedwgegerning such requests. We may disregard anymaiian or submission of any other
matter that fails to comply with these bylaw process.

The Nominating Committee will consider candidatemimated by shareholders in accordance with owaviayl Upon receipt of any such
nominations, the Nominating Committee will revidve tsubmission for compliance with our bylaws, idéhg determining if the proposed
nominee meets the bylaw qualifications for sergse director. These provisions disqualify any gersho fails to respond satisfactorily to
any inquiry for information to enable us to maketifieations required by the Federal Communicati@mnmission under the Aniyug Abuse
Act of 1988, or who has been arrested or conviofazbrtain specified drug offenses or engaged iioias that could lead to such an arrest or
conviction.

In the past, the Nominating Committee has consaidnector candidates suggested by Nominating Cdteenmembers, other directors,
senior management and shareholders. In connecttbrowr July 1, 2009 merger with Embarg, we addedur Board seven directors who
previously served as directors of Embarq, four bbm continue to serve. Similarly, in connectionhnour April 1, 2011 merger with Qwest,
we added to our Board four directors who previosglved as directors of Qwest, one of whom consinaeserve. During the several years
preceding the Embarq merger, the Nominating Coremitétained, on an as-needed basis, national sianshtto help identify potential
director candidates, including three directors addethe Board between 2003 and 2005. The Nomig&immmittee may retain search firms
from time to time in the future to help identifyditional director candidates. With respect to freéar's meeting, all of the nominees are
incumbent directors with several years of priov&gr on our Board or the board of Embarq.

Under our corporate governance guidelines, the Natimig Committee assesses director candidates bastaeir independence,
diversity, character, skills and experience indbetext of the needs of the Board. Although thalglines permit the Nominating Committee to
adopt additional selection guidelines or criteitiéias chosen not to do so. Instead, the Nomin&imgmittee annually assesses skills and
characteristics then required by the Board baseatsanembership and needs at the time of the assegsin evaluating the needs of the Bo
the Nominating Committee considers the qualifiaatidd incumbent directors and consults with othentbers of the Board and senior
management. In addition, the Nominating Commiteeeks candidates committed to representing theeistteof all shareholders and not any
particular constituency. The Nominating Committedidves this flexible approach enables it to resipmnchanges caused by director
retirements and industry developments.

In connection with assessing the needs of the BélaedNominating Committee has sought individuat®wsossess skill and experience
in a diverse range of fields. The Nominating Conteeitalso has sought a mix of individuals from iesithd outside of the communications
industry. The table above listing biographical dattaut our directors includes a listing of the kewlifications, experiences and skills that the
Nominating Committee and Board reviewed in conmectvith nominating or -nominating them for service on the Board. In lighbur
current business and operations, we believe thewirlg skills and experience are particularly inpoi:

» senior leadership experien
» industry or technical expertit
» financial, accounting or capital markets exper
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* public company board experien

* business combination or investment banking expee
» brand marketing experti

e government, labor or human resources expe

e international business experier

» legal expertise

In connection with determining the current comgosibf the Board, the Nominating Committee asse#isedliverse range of skills and
experience of our directors outlined above, coupléll the judgment that each has exhibited anckitmvledge of our operations that each ha:
acquired in connection with their service on theib Over the past year, the Board elected to moatio retain the services of two directors
who experienced recent changes in their principalipation. In connection with doing so, the Boarttd upon the recommendation of the
Nominating Committee and considered the expertisecantributions of both directors. Although it da®t have a formal diversity policy, t
Nominating Committee believes that our directorsgess a diverse range of backgrounds, perspectkibsand experience

Although we do not have a history of receiving dicg nominations from shareholders, the Nomina@ognmittee envisions that it wot
evaluate any such candidate on the same termé&@aspybposed nominees, but would place a substanéiaium on retaining incumbent
directors who are familiar with our management,rapens, business, industry, strategies and comngeposition, and who have previously
demonstrated a proven ability to provide valualoletdbutions to the Board and CenturyLink.

Compensation Setting Process

The Compensation Committee hires consulting fironagsist it in setting executive and director conspdion. In late 2010, the
Committee retained Hay Group, following a nationsvgearch to replace PricewaterhouseCoopers LLE&hwddvised the Committee for the
previous six years. For additional information ba processes used by the Committee to set exe@atimpensation, see “Compensation
Discussion and Analysis.”

Risk Oversight

Our Board oversees our Company’s risk managemeasti@in, which is a coordinated effort among ouribeiss units, our senior
leadership, our risk management personnel andntennial audit department. Our directors typicallsctarge their risk oversight
responsibilities by having management provide eibriefing and information sessions. In some saseluding major new acquisitions,
capital expenditures or strategic investmentsfuldBoard participates in risk oversight. In masises involving recurring systemic risk, a
Board committee is primarily responsible for riskecsight. For many years, our Board has maintainBisk Evaluation Committee, which is
responsible for assisting management to identifynitor, and manage recurring risks to our busingsyerties and employees. The Risk
Evaluation Committee regularly monitors our litiget and insurance coverages, and is also resperfsibbverseeing our ethics and
compliance program. The Board’s other committeegesponsible for overseeing specific risks, paldity the Audit Committee with respect
to financial, tax and accounting risks and the Cengation Committee with respect to compensatids.risor a discussion of the
Compensation Committee’s risk analysis, see “Corsgigon Discussion and Analysis — Our Compensatieaiflon-Making Process — Risk
Assessment.” The Board regularly receives repoots feach of these committees, and periodicallyiveseenterprise risk management reports
from management.
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Top Leadership Positions and Structure

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

Adm. Owens was appointed as our Chairman and letside director on July 1, 2009, in connection wvaitht acquisition of Embarq. Pri
to July 1, 2009, Adm. Owens served as chairmamud&tq, and, prior to that, as the chief executive communications equipment provider
and a satellite company. We believe Adm. Owengliseras our Chairman has facilitated the post-nrargegration of the management and
operations of CenturyLink and Embarq.

The Board believes that the separation of the @Gtairand CEO positions has functioned effectivelgrdalie past several years.
Separating these positions allows our CEO to hawveapy responsibility for the operational leadepsaind strategic direction of our business,
while allowing our Chairman to lead the Board mfitndamental role of providing guidance to ancepehdent oversight of management.
While our by-laws and corporate governance guiéslitio not require our Chairman and CEO positiof®tseparate, the Board believes that
delegating responsibilities between Adm. Owen£ lzagirman, and Mr. Post, as CEO, is the appropléatgership structure for our Company
this time. Our Board, however, periodically revietgsleadership structure and may make such changhse future as it deems appropriate.
The Board believes that its programs for overseasigwould be effective under a variety of topdeeship structures, and, accordingly, this
factor has not materially affected its current cleadf structure.

Waivers of Governance Requirements

Members of our Board are subject to our Corporateg®ance Guidelines, which, among other thingshipit a director from serving ¢
more than two additional unaffiliated public compdioards. In addition to serving on our Board, RichA. Gephardt and William A. Owens
serve on the board of directors of more than twaffiliated public companies. In connection with apying both of them to the Board, the
Board waived compliance by each of them with theveklilescribed service limitation, subject to the unt#erding that this waiver permits st
individuals to serve only on the boards of the filigled companies on which they were then servindess and until the individual is
permitted to accept a new directorship under oup@mte Governance Guidelines then in effect dumngofuture reductions in the number of
the individual’s directorships, any future changesuch guidelines, or any future additional wasvgranted by the Board.

Access to Information
The following documents are posted on our websitevav.centurylink.com:
 Amended and restated articles of incorpora
 Bylaws
» Corporate governance guidelir
» Charters of our Board committe
e Corporate ethics and compliance program documirdsiding the CenturyLink Code of Condu
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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 appointed KPM® as our independent auditor for the fiscal yaating December 31, 2013,
and we are submitting that appointment to our s$t@ders for ratification on an advisory basis &t theeting. Although shareholder ratificat
of KPMG'’s appointment is not legally required, we aubmitting this matter to the shareholderspabke past, as a matter of good corporate
practice.

If the shareholders fail to vote on an advisoryidasfavor of the appointment, the Audit Committedl 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 at taimg during the year if it determines that
such a change would be in the Company’s best stteren connection with selecting the independeditar, the Audit Committee reviews the
auditor’s qualifications, control procedures, cgsgposed staffing, prior performance and othervaht factors.

In connection with the audit of the 2013 finanatdtements, we entered into an engagement lettiedkdAMG LLP which sets forth the
terms by which KPMG will provide audit servicesus. Any future disputes between KPMG and us urttirléetter will be subject to certain
specified alternative dispute resolution procedures

The following table lists the aggregate fees aratscbilled to us by KPMG and its affiliates for th@11 and 2012 services identified
below:

Amount Billed

2011 2012
Audit Fees? $ 9,782,52 $8,756,59.
Audit-Related Fee 654,54¢ 114,90:
Tax Fee® 626,62¢ 499, 86!
Other — —
Total Fees $11,063,70 $9,371,35!

(1) Includes the cost of (i) services renderedonnection with auditing our annual consolidate@ficial statements, (ii) auditing our internal
control over financial reporting in accordance withction 404 of the Sarbanes-Oxley Act of 2009, rgviewing our quarterly financial
statements, (iv) auditing the financial statemerfitseveral of our telephone subsidiaries, (v) s®wirendered in connection with
reviewing our registration statements and issualgted comfort letters, (vi) statutory audits fertain of our foreign subsidiaries, and
(vii) consultations regarding accounting standa

(2) Includes the cost of auditing our benefit plgmeparing “agreed upon procedures” reports, aadiging general accounting consulting
services

(3) Includes costs associated with (i) assistangaeparing income tax returns and related matehgh were approximately $234,000 in
2011 and $24,000 in 2012), (ii) assistance withowes tax audits (which were $0 in 2011 and apprexety $16,000 in 2012),

(iii) assistance with our acquisition of Qwest (athiwere approximately $67,000 in 2011 and $0 ir2204nd (iv) general tax planning,
consultation and compliance (which were approxitye#825,000 in 2011 and $460,000 in 201

The Audit Committee maintains written procedureat tiequire it to annually review and pre-approwegbope of all services to be
performed by our independent auditor. This revieeludes an evaluation of whether the provisionaf-audit services by our independent
auditor is compatible with maintaining the audisoindependence in providing audit and audit-relatadices. The Committee’s procedures
prohibit the independent auditor from providing amon-audit services unless the service is permitteter applicable law
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and is pre-approved by the Audit Committee or igi@nan. The Chairman is authorized to pre-appprogects expected to cost no more thar
$75,000, provided the total cost of all projects-ppproved by the Chairman during any fiscal quaites not exceed $125,000. The Audit
Committee has pre-approved the Company’s indepérdelitor to provide up to $75,000 per quarter éfamllaneous permitted tax services
that do not constitute discrete and separate geojébe Chairman and the Chief Financial Officer mquired periodically to advise the full
Committee of the scope and cost of services neaippeoved by the full Committee. Although appli@btgulations waive these pre-approval
requirements in certain limited circumstances,Ahdit Committee did not use these waiver provisimnseither 2011 or 2012.

KPMG has advised us that one or more of its pastnéli be present at the meeting. We understanithiege representatives will be
available to respond to appropriate questions aldhawe an opportunity to make a statement if thegire to do so.

Ratification of KPMG'’s appointment as our indepemidguditor for 2013 will require the affirmative teoof the holders of at least a
majority of the Voting Shares present or represkatedhe meeting.

The Board unanimously recommends a vote FOR thisposal.

AUDIT COMMITTEE REPORT

Management is responsible for our internal contaold financial reporting process. Our independaditar is responsible for performing
an independent audit of our consolidated finarati@lements and the effectiveness of our internatrobover financial reporting, and to issue
reports thereon. As more fully described in itsrtdrathe Audit Committee is responsible for agsgsthe Board in its general oversight of tr
processes, and for appointing the independent@udit

In this context, the Committee has met and heldudisions with management and our internal auditedsindependent auditor for 2012,
KPMG LLP. Management represented to the Commitiaedur consolidated financial statements weregragpin accordance with generally
accepted U.S. accounting principles. The Commhteereviewed and discussed with management and KiPklGonsolidated financial
statements, and management’s report and KPMG’strapd attestation on internal control over finahceporting in accordance with
Section 404 of the Sarbanes-Oxley Act of 2002. CThenmittee also discussed with KPMG matters requindae discussed by Statement on
Auditing Standards No. 61, as amended.

KPMG also provided to the Committee the writterctisures required by the applicable requirementh@Public Company Accounting
Oversight Board regarding the independent audimytamunications with audit committees concernirdependence. The Committee
discussed with KPMG that firm’s independence, amus@ered the effects that the provision of nonitasetvices may have on KPMG's
independence.

Based on and in reliance upon the reviews and sksons referred to above, and subject to the ltroita on the role and responsibilities
of the Committee referred to in its charter, then@uttee recommended that the Board of Directorhugethe audited consolidated financial
statements in our Annual Report on Form 10-K ferykar ended December 31, 2012.

If you would like additional information on the mmsibilities of the Audit Committee, please refeits 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 (Chai Peter C. Browr
Michael J. Robert Joseph R. Zimmu
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ADVISORY VOTE ON EXECUTIVE COMPENSATION
(Item 3 on Proxy or Voting Instruction Card)

This year we are once again providing you withapportunity to vote on a non-binding, advisory tason to approve the compensation
of our named executive officers as disclosed is finoxy statement pursuant to the rules of the SEC.

Under our executive compensation programs, our daxecutive officers are rewarded for achievingc#fmeannual and long-term
goals, as well as increased shareholder value.&evk this structure aligns executive pay with fin@ncial performance and the creation of
sustainable shareholder value. The Compensatiom@tb@e of our Board continually reviews our exeeaittcompensation programs to ensure
they achieve the goals of aligning our compensatiith current market practices and your intereststareholders. For additional information
on our executive compensation, we urge you to teadCompensation Discussion and Analysis” and tttwe Compensation” sections of
this proxy statement.

At the meeting, we will ask you to vote, in an aawy manner, to approve the overall compensatiaupexecutive officers, as descrik
herein further below, including the CompensatioadDssion and Analysis, the summary compensatida &atd the other related tables and
disclosures. This proposal, commonly known as g-tsapay” proposal, gives you the opportunity t@ess your views. This advisory vote is
not intended to address any specific item of corspton, but rather the overall compensation pdieied practices with respect to our named
executive officers as described in this proxy stegiet. Accordingly, your vote will not directly affeor otherwise limit any existing
compensation or award arrangement of any of ouredaemecutive officers. It is our current policypimvide you this advisory voting
opportunity annually.

While this “say-on-pay” vote is advisory and withtrbe binding on our Company or the Board, it witbvide valuable information to our
Compensation Committee regarding shareholder sentiabout our executive compensation. Additionallg,invite shareholders who wish to
communicate with our Board on executive compensaiicany other matters to contact us as provide@utCorporate Governance — Top
Leadership Positions and Structure.”

Approval of this proposal will require the affirnag vote of the holders of at least a majorityhed ¥/oting Shares present or represented
at the meeting.

The Board recommends that you vote FOR the ovecalnpensation of our named executive officers asalided in this proxy statement.

SHAREHOLDER PROPOSALS
(Items 4(a), 4(b), 4(c) and 4(d) on Proxy or Votingnstruction Card)

We periodically receive suggestions from our shalddrs, some as formal shareholder proposals. Weagireful consideration to all
suggestions, and assess whether they promote shéohg-term interests of CenturyLink and its shatders.

We expect Items 4(a), 4(b), 4(c) and 4(d) to bes@méed by shareholders at the meeting. In accoedaith SEC rules, we are reprinting
the proposals and supporting statements as they submitted to us, other than minor formatting cfesn We take no responsibility for them.
On request to the Secretary at the address listédriiOther Matters — Annual Financial Report,” will provide information about the
sponsors’ shareholdings, as well as the namesesglels and shareholdings of any co-sponsors. Adogtieach of these four proposals
requires the affirmative vote of the holders ofeaist a majority of the Voting Shares present prasented at the meeting.

The Board recommends that you vote AGAINST Itenzg,4(b), 4(c) and 4(d) for the reasons we giveraftich one.
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Equity Retention Proposal (Item 4(a))

The following proposal was submitted by the Boardmistees of the International Brotherhood of Hieal Workers Pension Fund, 900
Seventh Street, NW, Washington D.C., 20001, whigjes you to vote for this proposal.

“RESOLVED: Shareholders of CenturyLink (the “Comggrurge the Compensation Committee of the BoarBioéctors (the
“Committee”) to adopt a policy requiring that seméxecutives retain a significant percentage ofeshacquired through equity compensation
programs until reaching normal retirement age onigating employment with the Company. For the psmof this policy, normal retirement
age shall be defined by the Company’s qualifietteetent plan that has the largest number of platigy@ants. The shareholders recommend
that the Committee adopt a share retention pergemaquirement of at least 75 percent of net afeishares. The policy should prohibit
hedging transactions for shares subject to thigyelhich are not sales but reduce the risk of toghie executive. This policy shall supplerr
any other share ownership requirements that hase éstablished for senior executive, and shouidpé&emented so as not to violate the
Company’s existing contractual obligations or therts of any compensation or benefit plan currentbffect.

Supporting Statement: Equity-based compensatian ismmportant component of senior executive comp@nrsat our Company. While
we encourage the use of equity-based compensaticefior executives, we are concerned that ourgaogis senior executives are generally
free to sell shares received from our Company’stggompensation plans. In our opinion, the Compsyrrent share ownership guidelines
for its senior executives do not go far enoughnsuee that the Company’s equity compensation gtansinue to build stock ownership by
senior executives over the long-term.

For example, our Company’s share ownership guidsliequire the Chief Executive Officer (the “CE@)hold an amount of shares
equivalent to six times his salary, or approximafé80,000 shares based on the current trading.pricmmparison, the CEO currently owns
1.1 million shares. In 2011, our Company grantedG@EO 52,707 time-vested shares and up to 105 difdrmance-based shares, assuming
maximum pay-out. In other words, the equivalenbid year’s equity awards could nearly meet the Gayls share ownership guidelines for
the CEO.

We believe that requiring senior executives to drdid shares equal to a set target loses effeasseaver time. After satisfying these
target holding requirements, senior executivesraeto sell all the additional shares they rec@ivMequity compensation.

Our proposal seeks to better link executive comgiém s with long-term performance by requiring a miegful share retention ratio for
shares received by senior executives from the Cagip@&quity compensation plans. Requiring seni@cexives to hold a significant
percentage of shares obtained through equity cosaien plans until they reach retirement age vattdr align the interests of executives with
the interests of shareholders and the Company.08 2€port by the Conference Board Task Force ormiike Compensation observed that
such hold-through-retirement requirements give attees ‘an ever growing incentive to focus on ldegn stock price performance as the
equity subject to the policy increases’ (availadtidittp://www.conference-board.org/pdf_free/Exec@ensation2009.pdf).”

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

The Board agrees with the proponent that equityesship by executive officers serves to align theglterm interests of our senior
executives and shareholders. We believe, howdvatr sensible stock ownership and compensation pnegybalance the importance of aligr
the long-term interests of executives and sharemsldith the need to permit executives and shagehsto prudently manage their personal
financial affairs. As described further below, Beard believes that our stock ownership guidelirespnjunction with
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our performance-based compensation plans and gglisuccessfully strike this balance effectivelgking the adoption of the current proposa
unnecessary. By contrast, the rigid anti-diveratiimn mandate inherent in this proposal could behd in several respects, and put us at a
competitive disadvantage for attracting and retajréxecutive officers.

Our executives are already subject to share ownpengguirementsOur stock ownership guidelines (which are discugggter in
“Corporate Governance — Governance Guidelines™@mnpensation Discussion and Analysis — Stock Owfnigr Guidelines”) mandate
significant stock ownership for all of our execetiv Specifically, these guidelines require our G&®eneficially own CenturyLink stock with
a value of at least six times his annual baseysalad all other executive officers to beneficiablyn CenturyLink stock with a value of at least
three times their annual base salary. All of opré@ecutives own CenturyLink stock at levels weleikcess of these requirements. For insti
our CEO currently holds stock valued at over 2%8rhis current salary. We believe that our stockership guidelines accomplish the
proponent’s intended purpose of aligning execudiveé shareholder interests through at-risk equitgership.

Our compensation plans and policies further aliga tong-term interests of our executives and shadshs.Our executive compensati
plans and policies are carefully designed to pmwadditional alignment of the long-term interedtsur senior executives and shareholders.
Typically, a substantial majority of our annual exttve compensation consists of awards of timeegeand performandeased restricted stou
Our time-vested restricted stock typically vesteroa three-year period so that our executiveszedlill value from the grants only after
serving us for at least three years, while ourqrerhnce-based restricted stock vests only if wéeaehour thregrear threshold level of targe!
performance. As such, the value realized uponmngsti our restricted stock is directly tied to domg-term performance and the appreciation
of our stock price over the vesting period, whieméfits all shareholders. In addition, we have engnted both anti-hedging and goigdginc
policies to ensure that our executives’ stock remai-risk, as well as recoupment policies desigoddrther assure a linkage between our
executive compensation and our long-term perforrmave believe our compensation plans and policmspled with our above-described
stock ownership guidelines, achieve the centraahje of this shareholder proposal.

Adoption of the proponent’s proposal could be hailrirf several respect§Vhile it is essential that our executive officeevé a
meaningful equity stake in our Company, the Bodsd believes that it is important that we do neigel undue hardships on our executive
officers and do not disable them from being ableegponsibly manage their personal financial ffaiihe adoption of this policy would limit
our executive officers’ abilities to engage in aisary and prudent estate planning, portfolio difieggion or charitable giving. Worse yet,
these onerous restrictions could create a stratentive for senior executives to resign in ordenetlize the value of their prior service. We
believe that the type of retention policy describethis proposal is not common among our peerstlaaicthe adoption of this proposal would
put us at a competitive disadvantage relative topeers who do not have such restrictions.

Our guidelines, plans and policies are better bakehthan the proponent’s propos#le believe our Compensation Committee of
independent directors is best suited to formulagzetive compensation principles and practicesdisaourage excessive risk-taking and
promote long-term, sustainable value creation,thatlit must have the flexibility to structure affiee and competitive compensation policies
and programs. We believe that our current mix of@mship guidelines, compensation practices anaipsliprovide for an appropriate balance
between aligning the long-term interests of managyerand the shareholders, while also permittingexecutives to prudently manage their
own affairs.

For all these reasons, our Board believes thisqualgs unnecessary and undesirable, and contrafyur best interests.
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Bonus Deferral Proposal (Item 4(b))

The following proposal was submitted by the Commations Workers of America Members’ General Furfid, Bhird Street, N.W.,
Washington, D.C. 20001-2797, which urges you t@ Vot this proposal.

“RESOLVED, Stockholders of CenturyLink, Inc. (“Corapy”) urge the Compensation Committee to adopfahewing bonus deferral
policy for senior executives in order to promot@mare long-term perspective:

1. Anydiscretionary bonus and any payment undeCbmpany’s Annual Incentive Bonus Plans (“Bonuisgt is based on financial
measurements (“Financial Metric”) whose performameasurement period is one year or shorter shabbenpaid in full for a
period of three year¢ Deferral Perio”) following the end of the performance measuremenbgg

2. The Compensation Committee shall develop a ndetbgy for (a) determining what proportion of a Bershould be paid
immediately, (b) adjusting the remainder of the Boover the Deferral Period to reflect performameghe Financial Metric(s)
during the Deferral Period and (c) paying out #mmainder of the Bonus, adjusted if required, duand at the end of the Deferral
Period; anc

3. The adjustment(s) described above should noinegchievement of new performance goals but shfmdus on the quality and
sustainability of the performance on the Finanklatric(s) during the Deferral Perio

The policy should be implemented so as not to téodany existing contractual obligation of the Compar the terms of any
compensation or benefit plan currently in effecsHould not have the effect of reducing amountarded or earned before the adoption of the

policy.

Supporting Statement: As long-term stockholderssugport executive compensation policies that ptertige creation of sustainable
value. We are concerned that short-term incentivepensation plans can encourage senior executiveanage for the short-term and take or
excessive risk. The recent Wall Street financiaigillustrates what can happen when executivesewarded for short-term performance
without any effort to ensure that the performarscsustainable.

In 2011, CEO and President Glen F. Post, Ill, neeimore than $1.22 million under the Annual InbenBonus Plan on his base salary
of $1.0 million. The five named officers in the 20Rroxy Statement received more than $3.35 millieder the Annual Incentive Bonus Plans
on $2.97 million in base salary — collectively ebal13% of base salaries. The problem is longditey: between 2007 and 2011, over five
years, the named officers received $17.425 miliiobonuses on $17.450 in sal— bonuses equal to 99.9% of salary for the namédeo$.
We do not believe such bonuses should be paidsmadr a limited horizon.

This proposal urges that the Compensation Commitept a bonus deferral policy to encourage a letegen orientation for senior
executives. Specifically, the proposal asks thatGbmpensation Committee develop a system for hgldack some portion of each bonus
based on short-term financial metrics for a peabthree years and adjusting the unpaid portioactmount for performance during that three-
year period. The Compensation Committee would liiseretion to set the precise terms and mechanitgsoproces?

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

For the second consecutive year, you are beinglaskeote on a proposal on this same topic. Atyast’s annual meeting of
shareholders, holders of less than 29% of the veitades supported a nearly identical proposalti®reasons discussed below, we contint
believe that our existing compensation policiesqaid¢ely address the concerns addressed in thisgabp

We believe this proposal essentially proposesitoighte our annual incentive bonus program, whiehbglieve is not in the Company’s
best interests. We believe our current executivepsmsation program,
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consisting of a balanced mix of annual cash bonasddong-term equity awards, achieves the cegtral of the proponent’s objective to
encourage the creation of sustainable sharehokdee vAdditionally, we believe several of our pa@&further achieve the benefits sought by
this proposal. Finally, we believe that compensagiaid in accordance with this proposal may naBledeductible under the Internal Revenue
Code.

Our balanced mix of annual and long-term programss getter suited to attain our goals and retain executivesWe agree with the
proponent that our compensation programs shoulch@t® creating “sustainable value,” but believe @urent mix of annual and long-term
programs is a more effective means of attaining glial than the proponent’s suggestion of using lmmigterm programs. Our complement;
mix of cash and equity compensation has been éstallby our Compensation Committee to drive anresllts, while ensuring our
executives also remain focused on long-term suaidgnfinancial performance. The current structesgards executives for consistently
achieving strong operating performance in currewtfature years. Our peers similarly use annuallang-term pay programs, and any failure
to offer both could reduce the competitivenessusfaverall compensation program and increase $ikeofi competitors hiring our officers. As
more thoroughly described under “Compensation Risicuin and Analysis,” we pay well over half of oueeutive compensation in the form of
long-term equity grants. The Committee, which imposed solely of independent directors, believesdtequity grants effectively accomplish
the proposal’s key objective because the ultimataevof the equity awards will be reduced if ourf@enance declines, and half of the awards
are subject to forfeiture if we fail to attain @artlongterm performance objectives. Rather than requuigign essence, to eliminate our cur
annual bonus program, we believe it is in the Camyjzabest interests to retain our current balareggoroach of rewarding executives for
attaining both annual and long-term goals.

Our policies further achieve the proponent’s godis.further promote long-term growth and reducepbeential for excessive risk taking
and misconduct, the Committee has adopted negdiseection, clawback and stock ownership policgh respect to negative discretion, the
Committee retains the right to unilaterally redtloe amount of annual bonuses if the Committee betidor any reason that it is unwarrante
pay such amount to any or all of the executiveg CThmmittee has also implemented clawback politiasprovide safeguards against
inappropriate behavior. We believe we were amopgetrliest advocates of receiving contractual camarits from our executives to forfeit
their incentive compensation if they engage inaaliirange of specified behaviors that are detriad¢atus. In addition, our stock ownership
guidelines require our executives to own a subistiatount of our stock, which further aligns théerests of our executives and shareholder:
We believe these policies, which are further désctibelow under the heading “Compensation Discossial Analysis,” help maintain
executive focus on stable and sustainable corpgratgth.

Our current programs are more tax efficie®ur annual bonuses are designed to comply witlpénrmance-based exemption for
deduction of compensation in excess of $1 milliader Section 162(m) of the Internal Revenue Code bélieve it would be difficult to
design an annual incentive plan that complies tithexemption in 162(m) but also delays paymerit cattain additional performance targets
are achieved in the future (after the original perfance period has ended and the annual perforntargets have been met and certified by
Committee). The loss of the exemption under 162{ynjmplementing this proposal could be costly to ymd the Company.

In short, the Board believes that issuing tax-déblecannual incentive bonuses and long-term equoitgntive compensation, together
with several complementary compensation policidegaately address the concerns of this proposahsndetter suited to advancing your anc
the Company'’s best interests.
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Proxy Access Proposal (Item 4(c))

The following proposal was submitted by Hazel Aoy, 4660 Newton Street, Denver, Colorado 8021d,Mary Ann Neuman, 6073
Quebec Avenue North, New Hope, Minnesota 55428) bbvhom urge you to vote for the following propbs

“RESOLVED: The shareholders of CenturyLink (“ther@many”) ask our Board of Directors to adopt a “praxcess” bylaw, with
conforming amendments to related bylaws, that reguCenturyLink to include in any proxy materiategared for a shareholder meeting at
which directors will be elected, the name, Disctesand Statement (as defined herein) of any perearinated for election to the board by a
shareholder or group thereof (the “Nominator”) timtets the criteria set out below. The Company slialv shareholders to vote on such

nominee(s) on CenturyLink’s proxy card.

The number of shareholder-nominated candidatesaaipgein proxy materials shall not exceed 20% efrtimber of directors then
serving. This bylaw should provide that a Nominatst:

1. benéeficially own 3% or more of the Company’sstamding common stock continuously for at leastghrears before the
nomination is submittec

2. give the Company written notice, within the tiperiod identified in CenturyLink’s bylaws, of imfmation required by the bylaws
and any rules of the SEC about (i) the nominedudicg his or her consent to being named in theyroaterials, to serving as a
director if elected, and to public disclosure ofadeequired by the bylaws; and (ii) the Nominatocjuding proof of ownership of
the required shares (t/Disclosur(’); and

3. certify that (i) it assumes liability stemmingi any legal violation arising from the Nominatocommunications with
shareholders, including the Disclosure and Statén(i@nt will comply with all applicable legal guirements in its own soliciting
material; and (iii) to the best of its knowleddee required shares were acquired in the ordinanyseocof business and not to chang
or influence control at CenturyLin

The Nominator may submit with the Disclosure a sufipg statement not exceeding 500 words (the &atent”). The Board shall adopt
procedures for timely resolving disputes over whethe notice of a nomination, Disclosure and $tet satisfy the bylaw and any applicable
regulations, and the priority given to multiple nioations exceeding the 20% limit.

Supporting Statement: We believe long-term owné@amturyLink should have a meaningful voice inctileg directors.
This proposal adopts the strict 3% and 3-yearlglityi threshold adopted by the SEC’s now-vacatéti®proxy access rule.

The 20% limit on shareholder-nominated candidatéivevent abuse, we believe, and is the limit HetwPackard agreed to put before
shareholders in 2013 with a recommended “yes” vote.

The need for greater accountability at Centuryligmgompelling in our view:

» PerformanceBased Restricted Shares pay out 50% of Targeefative total shareholder return as low as theobo®5th percentil
among S&P 500 companie

* “Golden Parachutes”: If CEO Glen Post terminatésraf change in control he'd receive an estimagsd%million (as of year-end
2011), more thaeleven timehis 2011 base salary plus target bonus (2012 Ppage 58)

* “Pension Parachutes”: Senior executives terminafesst a change in control receive extra years efawl service credits, boosting
their qualified and nc-qualified pension benefi”
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The Board recommends that you vote AGAINST this prposal for the following reasons:

We fully agree with the proponent that board actabitity is a critical aspect of good corporate gmance. We believe, however, that
shareholders already have a strong voice in oairaffand that this proposal could potentially hénmboard’s effectiveness and ability to
fulfill its oversight responsibility to you as skdolders.

This proposal attempts to address a problem thasdmt exist at our Companhe fundamental premise of this proposal is that
accountability to shareholders may be lacking att@gLink and that remedial action is necessary.b&kgeve that premise is unfounded. The
interests of shareholders are well representedibylicectors, 85% of whom are independent. Shadehmnslalready have multiple means of
expressing themselves to our directors, includigfollowing:

* an opportunity to annually elect our directors tigio a majority voting standard in uncontested &las

e an opportunity to recommend director candidates¢hvbur Nominating and Corporate Governance Conesitbnsiders on the
same basis as other proposed nominees (as desfuitiest unde“Corporate Governan— Director Nomination Proce”)

e an annua“say-on-pay’ vote, which provides shareholders with an oppotyuioi express their views on our executive compms.

e an opportunity to communicate directly with indegent directors and our independent Chairman oBthead (as described further
under“ Corporate Governan— Top Leadership Positions and Struc”)

e our practice of reviewing correspondence from dhalders on governance, compensation or financiéiersaat regular meetings
our independent board committe

» federal proxy rules that enable shareholders foisptoxies for their nominee
» shareholder proposal mechanisms under the Cor’s bylaws and under federal proxy rul
We believe we have been quite attentive to shadehaoncerns in recent years. In response to cosicaised by shareholders, we

recently declassified our Board to permit annuedcator elections, and adopted a majority votingdsad for uncontested director elections. In
addition, we have:

« implemented ar-hedging, an-pledging, clawback and other policies favored bgreholder advocacy grou

« terminated our shareholder rights plan severalsyago

+ eliminated tax gross-ups, supplemental executitreereent benefits, modified single-trigger sevemhbenefits, and other practices
viewed unfavorably by some sharehold:

In short, we believe our current policies and peast afford our shareholders a strong voice inadfairs, as borne out by our recent
governance enhancements.

This proposal could be harmful in several respeatsl lead to an inexperienced, fragmented, anddéfsstive board with directors who
may pursue narrow special interesttimately, the proposal could lead to annual cetgé elections in which up to 20% of the Boardew/iy
elected each year. This could harm us in varioyswiacluding the following:

» The potential for such high annual turnover coefall to an inexperienced board that lacks suffidiantvledge and understanding
of our current and past business to provide meéuliagd effective oversight of our operations aoidg-term strategies. Abrupt
changes in the composition of our Board could impar ability to develop, refine, monitor and extcaur lon¢term plans
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* Implementation of the proposal would bypass ther8securrent process for identifying, screening anecsimg directors who me
applicable independence requirements, qualificataomd experience profiles. To function optimally lelieve any board should be
comprised of directors with the set of complemenskills and experiences needed to provide theagpfate oversight role for the
company in light of its particular operating envineent and strategic priorities. Companies in thectenmunications industry
operate in a highly complex and fluid regulatoryiesnment, and we face increasing competition, lehagles and opportunities. As
such, we need a team of directors with a broadcantbrehensive range of skills necessary to undetste short- and long-term
financial, competitive and regulatory impact of aperational and strategic decisions. Our curr@ettbr nominating process is
overseen by our Nominating and Corporate Govern@ueemittee. This committee is composed entirelindépendent directors
charged with the responsibility of assembling alifjgd and diverse board and screening potentiatinees to determine whether
their particular talents are congruous with thélskind experience of the other directors. Underdinection of this committee, we
have united a group of directors with a diverseyeaof expertise and experience, including relevrathistry, regulatory, financial,
accounting, governmental, labor, merger and adiprisicompensation, engineering, legal and riskagament knowledge. We
believe this team of directors has fostered ouidrappansion and creation of shareholder valueitteahallenging and evolving
industry landscape. Adoption of this proposal tteea these gains by undercutting the role of ounidating and Corporate
Governance Committee in continuing to assemblenaaidtain a highly qualified and cohesive group ioéctors well-suited to our
future challenges

« Implementation of this proposal would facilitatepy contests that can be expensive and disrupive: create an uneven playing
field in which we would bear substantial proxy empe while each shareholder nominee would need eXji#a resources to
promote its candidacy. The United States Courtmietals for the District of Columbia overturned 8&€C’s proxy access rule
precisely because it determined that the SEC haddemuately assessed the expense and distraobioy gpntests would entail.
Under current federal proxy rules, the playingdis leveled, as shareholder nominees similarlylneaindertake the expense of
soliciting proxies on the nominee’s behalf. Theiet avoid this expense has sometimes been agtedreasofor proxy access,
but we believe there is no reason why shareholi@ding 3% of our outstanding shares (which at yt&lahare price would
constitute over $500 million worth of shares) shlonbt, if they have a legitimate interest in sgtion the Board, bear the expens:
soliciting proxies

* Implementation of this proposal would allow a slmider (such as a labor union or public pensiom¥fwnith a narrowly-focused
special interest to use the proxy process to preradpecific agenda rather than the interestd ehateholders, creating the very
real risk of politicizing the Board election prosest virtually no cost to the proponent. The nortiamaof a candidate through the
proponent’s proxy access proposal would conveitt sach Board election into a contested contesthiclnthe proposed director
nominee would only need to win only a pluralityvattes to be elected. By bypassing our carefullgldisthed vetting process, this
proposal could end up favoring the sk-term interests of a few rather than the Fterm interest of all shareholde

» This proposal could fragment the board. Curreralybut two of our directors are independent, aredthereby qualified to serve on
our principal board committees. The proposal dadsequire shareholders to nominate independeattirs. This could result in a
bulkanized board consisting of independent diractiischarging traditional board responsibilitiestfe benefit of all shareholders,
and non-independent directors unable to similasiytigbute. This disparity could create tensionstipalarly if the shareholder-
nominated directors advocate for narrow interdsds dare not shared by all shareholders. Moreowvéireator elected by one
shareholder group in one year may face succesgfudsition from a director nominated by another shalder group in a
subsequent year, setting up ongoing instabilityh@nBoard. Any resulting disruption in board haryand cohesiveness could
result in further director turnover and deter dfiedi individuals from serving
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For all these reasons, we believe it is risky oif reckless, to abandon a board nomination prabesdas fostered years of long-term
growth for all shareholders in exchange for an erpental process that could be disruptive and hakiofour board operations.

In sum, the Board believes that this proposaltibgat, unnecessary and, at worst, disruptive anchful.

Confidential Voting Proposal (Iltem 4(d))

The following proposal was submitted by the Assticiaof U.S. West Retirees, 8223 East Roma AveBuettsdale, Arizona, 85251,
which urges you to vote for this proposal.

“Resolved: The shareholders of CenturyLink, Ingeuour Board of Directors to adopt a policy thadipto the Annual Meeting, the
outcome of votes cast by proxy on uncontested msaitecluding a running tally of votes for and agsj shall not be available to management
or the Board and shall not be used to solicit voi&és enhanced confidential voting requirementgth@pply to (i) management-sponsored or
Board-sponsored resolutions seeking approval afigkee compensation arrangements or for other mapancluding votes mandated under
NYSE rules; (ii) proposals required by law, or empan’s Bylaws, to be put before shareholders for a Yetg., say-on-pay advisory votes);
and (iii) shareholder resolutions submitted fodus@n in the proxy pursuant to SEC Rule 14a-8.

This enhanced confidential voting requirement shatlapply to elections of directors, or to corgdgproxy solicitations, except at the
Board's discretion. Nor shall this proposal impéue Company’s ability to monitor the number of \etast for the purpose of achieving a
guorum, or to conduct solicitations for other prnoperposes.

Supporting Statement: Although ‘confidential votingles guarantee a secret ballot, unlike goverrtaleriections, corporate officers are
able to monitor voting results and take active stepinfluence the outcome — even on matters, agdfatification of stock option or other
executive compensation plans, where they haveeatdiersonal stake in the outcome.

As aresult, a Yale Law School study concluded:nisigement-sponsored proposals (the vast majorityhath concern the approval of
stock options or other bonus plans) averwhelmingly more likely to win a corporate vbtea very small amount than lose by a very small
amount— to a degree that cannot occur by chance.’

‘The results [data on close proxy votes] indicagt tat some point in the voting process, manageot#ains highly accurate information
about the likely voting outcome and, based onitifarmation, acts to influence the vote,” concludéale Professor Yair Listokin’s 2008 study
(‘Management Always Wins the Close Ones’) publisheethe American Law and Economics Review.

Professor Listokin based his conclusion on mora #3000 management-sponsored resolutions overea-se@ar period, a majority of
which related to approval of executive compensatighile most votes are not close, close votes ane by management at a rate that ‘should
occur by chance less than one in one billion tiMdstokin concluded.

The NYSE Listed Company Manual observes that ‘aneimsing number of important corporate decisioasaing referred to
shareholders for their approval. . . . The Exchasmymurages this growth in corporate democracy.’

However, we believe ‘corporate democracy’ is digdiif, in close elections, senior executives daange the outcome of votes on
executive compensation by monitoring voting resaftd using corporate resources to solicit the voéesled to win.
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As Professor Listokin concluded, ‘management’sighiib obtain accurate information while votingsitll occurring should be stopped
because it gives management an important advargtaare to opponents of a resolution.™

The Board recommends that you vote AGAINST this prposal for the following reasons:
As discussed further below, we believe this propsshstantially overstates the magnitude of thedsand prescribes the wrong remedy.

Most of our shareholders can already vote confiddigt Most of our shareholders beneficially hold theiaigs through a broker, bank or
other nominee. Because such shareholders may abjeatiing their identity disclosed to the Compahgse beneficial holders already have
the means to vote confidentially. For those of tiail shareholders who are record holders of tagks they may attain confidential voting by
re-registering their shares in the name of a brdéamk or other nominee. Similarly, CenturyLink stsaheld by participants in our various
retirement plans are held in trust and voted byptha trustee pursuant to confidential voting iastions provided by the plan participants.
Accordingly, most of our shareholders either alyeaote confidentially, or have the means to do so.

Our communications with shareholders are custonaany beneficial Regarding our record shareholders who own sitirestly
registered in their own names, we can and do mottitar votes and occasionally contact these sladdebs for a variety of purposes. Typice
we contact larger shareholders who have not yetdviat urge them to cast their ballots to assungoauom and to ask them if they have any
guestions about the upcoming shareholder meetingoproxy disclosures. From time to time, we wdhvass our larger institutional holders
to learn more about their decision-making procesaekiding whether they independently analyzevating proposals or rely on third party
analysis. Occasionally, we may contact shareholdbose proxy cards are not correctly completechBuee their shares are voted as intendec
On certain occasions, we have detected pattemsref/oting, and inquired into whether our proxy eratls or notices have been received. All
of these activities are quite customary, compleedyal and, in our judgment, not only benign, Habdeneficial to shareholders.

We favor transparency, not secredyike most companies, we have steadily increasednteractions with shareholders over the past
several years, and our proxy solicitation convévsatare part of that process. Various regulatbanges over the past decade have fostered
more open and transparent communications betweaageaent and shareholders, including (i) disclasareouraging shareholders to
contact officers or directors, (ii) “say on pay”"tes that encourage dialogue about executive corafiensand (jii) rules requiring registered
management investment companies to disclose howwtte their portfolio securities. We welcome dltloese changes, which cumulatively
have improved the flow of information between comipa and their shareholders. Secret ballots waallidam important channel of meaningful
communication with our shareholders, and in ounweould be a step backwards toward an earlier £cdostered communications. Contrary
to distorting “corporate democracy,” we believetthpenness — not secrecy — enables us to betterstatid our shareholders and their
concerns.

We do not engage in the practices that this propissgesigned to addres§he proponent suggests that issuers engage iniveerc
behavior when contacting shareholders. We do ngagmin these practices and believe our sharehstdieitations have historically been
lawfully conducted in a fair and equitable manfidre proponent appears to be searching for a castiypourdensome solution to a problem
our shareholders do not face.

Our existing proxy solicitation system encouragiesad, lawful and open communication with all sheolglers, while permitting
confidentiality for those who desire it. We belighat this shareholder proposal is not in youlher€ompany’s best interests.
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OWNERSHIP OF OUR SECURITIES

Principal Shareholders

The following table sets forth information regamgliownership of our Common Shares by the persongikiio us to have beneficially

owned more than 5% of the outstanding Common Staaré&ecember 31, 2012, unless otherwise noted.

(1)

(2)
(3)
(4)

Amount and
Nature of
Beneficial Percent of
Ownership of Outstanding
Name and Address Common Sharest) Common Sharest)
Capital Research Global Investors 72,641,73@ 11.6%

333 South Hope Street
Los Angeles, California 9007

Blackrock, Inc. 47,305,250 7.€%
40 East 52nd Street
New York, New York 1002:

State Street Corporation 34,894,024 5.€%
State Street Financial Center

One Lincoln Street Boston,

Massachusetts 021

Determined in accordance with Rule 13d-3 of $l#C based upon information furnished by the pees@ersons listed. In addition to
Common Shares, we have outstanding Preferred Stietegote together with the Common Shares asgesatass on all matters. One or
more persons beneficially own more than 5% of ttefdPred Shares; however, the percentage of totaiy power held by such persons
is immaterial. For additional information regardithg Preferred Shares, see “Questions and Answeatdhe Meeting — How many
votes may | cas”

Based on information contained in a Schedul&/A3Report dated as of March 8, 2013 that this steefiled with the SEC. In this report,
the investor indicated that, as of February 2832@lheld sole voting and dispositive power widispect to all of these shar

Based on information contained in a Schedul&/A3Report dated as of February 8, 2013 that thisstor filed with the SEC. In this
report, the investor indicated that, as of Decen3e012, it held sole voting and dispositive powith respect to all of these shar
Based on information contained in a Schedulé R&port dated as of February 11, 2013 that tivissitor filed with the SEC. In this
report, the investor indicated that, as of Decen3ie012, it shared voting and dispositive powithwespect to all of these shares with
various of its subsidiaries specified in such rég
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Executive Officers and Directors

The following table sets forth information, as leétrecord date, regarding the beneficial ownershipommon Shares by our executive
officers and directors. Except as otherwise naéidyeneficially owned shares are held with soléngand investment power and are not

pledged to third parties.

(1)

(2)

3)

Name

Executive Officers
Glen F. Post, Il
Karen A. Pucket®
R. Stewart Ewing, Ji
Stacey W. Gof
William E. Cheek
David D. Cole®

O. Matthew Bea
Maxine L. Moreat
Outside Directors:
Virginia Boulet(®
Peter C. Browr
Richard A. Gepharc
W. Bruce Hank:
Gregory J. McCra
C.G. Melville, Jr.
Fred R. Nichols
William A. Owens
Harvey P. Perr®
Michael J. Robert
Laurie A. Siege
Joseph R. Zimme®)

All directors and executive officers as a group

(20 persons(to

Components of Total Shares Owne:

Options or
Unrestricted Rights
Unvested Exercisable
Shares Restricted
Beneficially Within 60
Owned @) Stock (2) Days 3
574,65¢ 228,35 200,00(
185,49 93,89¢ 75,00(
114,47 74,38¢ 145,60(
47,78¢ 53,93: 40,50(
42,50¢ 25,77 11,43(
127,68 54,11¢ 40,50(
20,49¢ 11,82¢ —
9,87¢ 14,37 10,00(
16,83 5,54 —
14,43: 5,547 —
2,03¢ 5,54 —
14,48¢ 5,547 —
3,00¢ 5,54 —
1,29¢ 5,54 —
4,45] 5,54 —
9,52¢ 10,70¢ —
66,35¢ 5,54 —
4,91¢ 4,56¢ —
12,65: 5,54 —
25,69t 5,547 —
1,298,67. 627,40: 523,03

Total

Shares
Beneficiall
Owned ¢

1,003,011
354,39:
334,46
142,21!

79,70¢
222,308
32,321
34,25(

22,38:
19,97¢
7,58¢
20,03¢
8,552
6,84¢
9,99¢
20,23¢
71,90¢
9,48(
18,19¢
31,24:

2,449,36!

This column includes the following number ofists allocated to the individual's account under ohour qualified 401(k) plans:

126,811 — Mr. Post; 6,860 — Ms. Puckett; 21,473 + EWing; 4,877 — Mr. Goff; 834 — Mr. Cheek; 33,942 Mr. Cole; 689 —

Mr. Beal; and 1,070 — Ms. Moreau. Participantshiese plans are entitled to direct the voting oir thlan shares, as described in greater
detail elsewhere herei

Reflects (i) for all shares listed, unvestedrsk of Restricted Stock over which the persondhstde voting power but no investment
power, and (ii) with respect to our performanceeaa®stricted stock granted to our executive offite 2011 and 2012, the number of
shares that will vest if we attain target levelpefformance

Reflects shares that the person has the gatquire within 60 days of the record date purst@moptions granted under our incentive
compensation plans; does not include (i) sharastight be issued under restricted stock unitsiiferformance exceeds target levels,
(ii) options held by Mr. Ewing's ex-wife, as dedmd further under “Executive Compensation — Inaen€ompensation and Other
Awards — Outstanding Awards,” or (i) “phantom tsiiheld by Mr. Roberts that are payable in casbnuiihe termination of his service

as a director, as described further ur“Director Compensatio— Other Benefit¢’
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(4) None of the persons named in the table benefiomilgs more than 1% of the outstanding Common Sha@itesshares beneficial
owned by all directors and executive officers ggaup constituted 0.4% of the outstanding Commaar&has of the record date
(calculated in accordance with rules of the SEQimgsg that all options listed in the table haverberercised for Common Shares
retained by the recipient

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

(6) Includes 6,898 plan shares beneficially heldviry Cole’s wife, one of our former employees, &r laccounts under our qualified 401 (k)
plan, as to which Mr. Cole disclaims beneficial @nghip.

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

(8) Includes 709 shares beneficially held by MmrfPse spouse, as to which Mr. Perry disclaims bmafownership, and 12,083 shares held
by Mr. Perry through our dividend reinvestment plas of the most recent date practical

(9) Includes 5,000 shares held by a private chadtiundation, as to which Mr. Zimmel is a trustaed 472 shares held by Mr. Zimmel
through our dividend reinvestment plan (as of tlestmecent date practicabl

(10) Includes (i) 7,607 shares held beneficiallythy spouses of these individuals, as to which fi@akeownership is disclaimed, (ii) 1,157
shares held as custodian for the benefit of childfesuch individuals, (iii) 5,000 shares held ipravate charitable foundation and
(iv) 12,555 held through our dividend reinvestmglain (as of the most recent date practicablepsatlescribed further in the notes abc

COMPENSATION DISCUSSION AND ANALYSIS

In this CD&A, we first summarize our 2012 highlightis well as our commitment to aligning execupisg with performance and value
creation, our general compensation philosophy,camccompensation programs and benchmarking practie then describe the various
elements of our compensation programs in detaiklii, we discuss in detail our compensation denisnaking process and various other
compensation-related matters.

Executive Summary
As described further below, the central goals afexecutive pay programs are to incentivize oucakiees to attain objectives that we
believe will create shareholder value, to rewandgeance that contributes to the execution oftmusiness strategies, and to attract and retai
the right executives for our business.
2012 Business HighlightsDuring 2012, we achieved several significant acd@hments, including the following:
e Added over 195,000 broadband subscribers duringehe, representing 3.5% growth during 2!
e Continued solid growth of Prism TV subscribershwver 45,000 added in 20

» Developed and launched “SavvisDirect” — a highlglable and easy-to-use cloud services platforngdesi for businesses of all
sizes

* Generated strong shareholder total return duriri@.

» Successfully completed nearly $3.4 billion of dedftnancing transactions, which, coupled with otfieancing transactions,
strengthened our capital structure by extendingtlegage maturity of our outstanding debt by oliezd years and lowering our
interest cost

» Realized synergies from our recer-completed acquisitions faster and in amounts grélase anticipate:

* Increased our “strategic revenues” by 4.5% duri@2compared to proforma 2011 revenue figures, wigsulted in our annual
“strategi” revenues exceeding a“legacy’ revenues for the first time eve
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2012 Executive Compensation HighlightBuring 2012, our Compensation Committee addredsediiowing gap between the
compensation of our named executive officers ari ffeers caused by the rapid acquisition-driverwgjn in the size, territorial reach and
complexity of the Company.

As illustrated by the table below, during a two4ypariod ending July 2011, our revenues increageavbr 600%, but our executive
compensation increased only modestly since 2010.

$10.0 $20,000
$9.0 / $18,000
$8.0 $16,000

£7.0 514,000

$6.0 $12,000 ©
F10,000 +

illions)

inm

B8, 000

Revenues |

%6000

B, O0H)

Average Core Compensation (in millions)

$2.000
%0

2008 2009 200101} 2011 2012

B Average Recurring Core Compensation'!! —4=—Revenues

(1) Equals the average amount of recurring corepesrsation paid to each of the executive officeraethin the Summary Compensation
Tables included in our last five proxy statemewi#h recurring core compensation being definechasstmount of total compensation
reflected in these tables minasiounts reported for “change in pension value”‘@aticdbther compensation” minute amount of
compensation associated with non-recurring retargrants awarded in 2010 to our top executivesaaisgh a comprehensive program
designed to ensure that over 200 of our top offieerd managers were adequately incentiveized taineemployed with us through
completion of our acquisition of Qwe:

Consequently, as of early 2012 our executive cosgEn had fallen well below mean peer compenségiosls for all key elements of
pay. For more information, see “— Use of Market@and “— Overview of Elements and Amounts of Comgmion — Shortfall in
Compensation Levels.” After reviewing updated benatking data and assessing management’s prografisiining various operational and
individual goals, the Committee elected in mid-y2@t2 to begin to reduce these pay disparitiealsjng our executives’ salaries.

Our recent key executive compensation decisionshagidights, are summarized below:

* In August 2012, we increased the CEO’s salary B%o( and the salaries of our other four named ekexofficers by between 8.5
and 17.8%

*  We left our executive 2012 target annual incentive bonus opportunitiehanged from 201!
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» Similarly, we granted 2012 lo-term equity incentive compensation to our execstivéh fair values unchanged from 20.
* In May 2012, we received the favorable vote of & of our shareholders with regards to our an“say on pa” vote.

* In August 2012, we adopted an executive severalacetipat provides cash severance benefits to eixestinvoluntarily terminated
without cause in order to provide mar-competitive benefits customary among our pe

» During 2012, we continued to link a substantial anigy of our executive compensation to our annuafgrmance measured against
four metrics and to our relative total shareholdetarn over a three-year period, all as discusiseder under “— Pay for
Performanc” appearing immediately below and the discussioruofirrcentive pay appearing further belc

Pay for Performance

We believe that a significant portion of our exéaes’ compensation should be payable only when meritesluioyerformance. Current
all of our executives’ annual bonus compensatiahtadf of their long-term equity incentive compeisais payable only if we attain certain
specified goals, thereby placing a substantialipodf executive compensation at risk. The remampartion of our executives’ long-term
equity incentive compensation is currently paidinme-vested restricted stock, the value of whicidpendent on our performance over an
extended vesting period. This pay element is desigo create additional incentives for our exe@dito focus on sustainable, long-term
growth.

As part of its assessment of the executives’ parémice, the Compensation Committee requested gpérdient compensation consultan
to measure CenturyLink’s 2012 performance agaiast3-company peer group discussed below basejbnhseparate metrics (growth in
revenues, diluted earnings per share and operedisty flow; operating cash flow margin; operatinghciow return on equity; return on
investment and capital; and total shareholder ngtdro help confirm the validity of its findingdhyé¢ Compensation Committee separately
measured CenturyLink’s performance against an eei@ri9-company peer group that included six adwifitelecommunications companies.
Variances between our relative performance measurddr the two separate groups were minimal.

Reviewing data on these metrics, the compensatnsuitant determined that CenturyLink:
» scored within or near the top 10% of its peerseirenue growth, operating cash flow growth, and atireg cash flow margir

« marginally under-performed the 50 percentile opigers in earnings per share growth, return orsinvent and assets, operating
cash flow return on equity, and total shareholééum, anc

« performed overall, on average, at or slightly abihne50t percentile of its peers (weighing all eight measwggually).

The Committee also noted that CenturyLink andeceatives:
» outperformed all but one of the performance goaliscded to set managem’'s 2012 annual bonuses, ¢

» achieved this operational performance during a fmehich its management team remained activelyagad in integrating
Embarg, Qwest and Savvis into CenturyLink’s operatj which has substantially increased the scopeamplexity of our
business

For further information on the performance goaleated by our Compensation Committee, see belowArnlial Incentive Bonusesinc
“— Long-Term Equity Incentive Compensation.” For manformation on our recent financial performarsmgAppendix Ao this proxy
statement.
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Our Compensation Philosophy

We compensate our senior management through afrppograms designed to be market-competitive asahfly-responsible.

Our executive compensation programs are designed to

provide performancbased reward opportunities that support growthiandvation without encouraging excessive r

reinforce our business strategies and our creafibang-term shareholder value by making substaati@ounts of our executives’
compensation dependent upon attaining these ¢

align the interests of executives and shareholdergoviding a majority of our executive compenaatin the form of long-term
equity grants

attract, retain and motivate key executives by jgliag competitive compensation with an appropriate of fixed and variable
compensation, she- term and lon-term incentives, and cash and ec-based pay

recognize and support outstanding contributionsrasdlts, both on an individual basis and a commardivisional basis
manage cost and share dilution, i

whenever possible, promote internal equity by afiethe same compensation to executives whom weotxp make roughly
equivalent contribution:s

Our Compensation Practices

To assist us in achieving our broad compensati@atsguutlined above, we apply the following pradi¢many of which are described
further elsewhere in this CD&A):

What We Do

Deliver a substantial majority of our executiveshpensation in a form tied to our performance, wahh this variable
compensation heavily towards lc-term equity award

Award half of our equity incentives as performe-based restricted stock with vesting requirem
Benchmark each pay element againsthpercentile peer compensation lev

Require shareholders to approve any future severagieements valued at more than 2.99 times treugxe's target cash
compensatiol

Require our executives to own a significant amadrdur stock

Maintain a “clawback” policy and, unlike most otf@mpanies, require our executives to agree to easgtion forfeiture
covenants

Limit the number of performandeased restricted shares awarded to our execufives fotal shareholder return over the applic:
performance period is negative (regardless of hoeng our relative performance |

Annually review the continued appropriateness afpmer groug
Annually review our compensation programs to awidouraging excessively risky behav
Conduct an annui‘say-on-pay” vote.
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What We Don'’t Do

e Maintain a supplemental executive retirement |

» Award singletrigger chang-in-control equity acceleration provisions (excluding-2011 awards

» Provide excise ta“gros«-up” payments (except under s«-to-expire agreements assumed in prior acquisiti
e Permit our directors or employees to hedge ourks

* Permit our directors or key officers to pledge starck

» Pay dividends on our executiv unvested restricted stock (excluding-2011 awards

* Permit the Compensation Commif's current consultant to provide services to Cethfaky

* Provide significant perquisite

» Accrue additional benefits under our defined ber@éins for no-represented employe

» Enter into employment agreements with our incumlesetutives

Use of Market Data

Assuming targeted levels of performance are achiewe strive to provide to each executive who reraa@hstrated strong performance
total compensation within a range of the mediaoamhpensation levels paid by a designated grougef pompanies selected by our
Compensation Committee. We believe that paying @iee compensation at competitive levels allowsauattract and retain talented
executives, while also enabling us to maintain rapetitive cost base with respect to compensatipeese. For a discussion of several
additional factors that impact the actual amourgarhpensation paid to each executive, see “— Oungemsation Decision-Making Process
— Review Process” and for a discussion of initiapstwe have taken to address pay shortfalls amangfficers, see “— Overview of
Elements and Amounts of Compensation — Shortfalémpensation Levels.”

Based on input from its compensation consultaetGbmpensation Committee used the following tao2d12 to compare the
compensation of our executives against individudde work in similarly-situated positions at compgaeacompanies:

e survey data compiled by the compensation consut@miaining compensation information about a br@endje of public companies
generally similar in size to us, a

e compensation data publicly disclosed by compamielsided within the peer groups we used in 2012Hese purpose
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Since we agreed in 2010 to acquire Qwest, we haderseveral refinements to our peer group to nthteincreased size, complexity
and diversity of our operations and lines of busin®uring 2010 and 2011, we primarily used aretnber peer group that consisted wholl
cable and communications firms. In 2010, the Cot@aiinitially developed a replacement 15-member gesup that was used in a secondary
manner in 2011 and as our primary peer group ity ar12. In August 2012, the Committee determirtet the 15-member group was
comprised of too many companies engaged in bussalissimilar to ours. Consequently, following adtetions with its independent
compensation consultant, the Committee in Augu&R2aiopted the following 13-company peer group:

Cablevision Systems Corporatio Motorola Solutions, Inc
Charter Communications, In NIl Holdings, Inc.
Comcast Corporation QUALCOMM Incorporatec
DIRECTV* Sprint Nextel Corp.

Dish Network Corp.’ Time Warner Cable Inc.
Frontier Communications Corporatio Viacom Inc.

Liberty Global Inc.*
* Included as members of the-company and I-company predecessor peer groups used by us prargost 2012

In connection with approving the new 13-companyrggeup first used in August 2012, the Committdediained eight companies from
the predecessor groups (as highlighted in thalistze) engaged in one or more of our primary lofdsusiness, (ii) added five new companies
that are generally comparable to us in terms @&, sizarkets and operations, and (iii) removed frienpiedecessor 15-member peer group
several non-communication companies, including Bsau& Noble, Inc., Fedex Corporation, Gannett Qwc,,IThe McGraw Hill Companies,
Inc., Virgin Media, Inc., and Xerox Corp. In seli@ctthese 13 peer companies, the Committee incltwledther telecommunication
companies (Sprint and Frontier), but elected nad¢tude Verizon or AT&T, both of which are subdiatly larger than us, or any other
telecommunication companies, all of which are saislly smaller than us.

For additional information about how we set payelsysee “— Our Compensation Decision-Making Pretes

Overview of Elements and Amounts of Compensation
Principal Components The principal components of our 2012 executiv@gensation are summarized in the following table:

Compensation Componen Description Purpose Principal 2012 Actions

Base Salary Fixed; reviewed annually and  Compensate executives fairly  Increased in August 2012 by
adjusted, if and when appropri  based on their level of $40,000 to $79,000 per named

responsibilities with a fixed executive officer for the
amount of cash providing basic reasons discussed under “—
financial security Salary”

Annual Incentive Awards Annual variable performance- Motivate and reward executives Named executive officel
based cash awards payable uporo achieve annual business received annual bonuses for
the attainment of certain below- objectives critical to our overall 2012 ranging from
described cash flow, legacy performance and growth approximately $394,000 to
revenue, strategic revenues and $1,768,000, which reflects our
“strategic enhancement” goals attainment of all but one of our

2012 performance goals. See
“— Annual Incentive
Bonuse¢’
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Compensation Componen
Long-Term Incentive
Awards

Health and Welfare
Benefits

Perquisites and Other
Personal Benefits

Severance Compensation

Description

Purpose

Principal 2012 Actions

Equity awards granted annually Motivate and reward executives Named executive officel

as a combination of (i) time-
vested restricted stock and (ii)
performance-based restricted
stock, the amount of which
actually earned will vary based
on our relative total shareholder
return over a thre-year perioc

Fixed under plans

Fixed

to achieve sustained long-term

growth in the value of the

received 2012 long-term
incentive awards with grant

Company, and reinforce the link date fair values unchanged

between the interests of our
executives and shareholders

Promote employee health and
long-term financial securit

Further promote employee het
and security, and promote
efficient use of time

from 2011, ranging from
$1,104,000 to $4,400,000. See
“— Long-Term Equity
Incentive Compensatic”

No significant changes in 201
See"— Other Benefit”

No significant changes in 201
See “— Other Benefits.”

Fixed under plans or agreementsRetain executives and enhance Adopted in August 2012 a plan

their productivity by alleviating
concerns about the economic
impact of involuntary
terminations of employment ar
in the case of a change in
control, providing continuity of
management

providing customary severance
benefits to executives
involuntarily terminated

without cause; no
modifications to our 2011
restated change- of-control
agreements. See “— Other
Benefits”

Allocations. The following table and charts illustrate how oanred executive officers’ 2012 target compensatias allocated among
the three main components of recurring compensation

Title
CEO
Other Named Officer

(1)
(2)

Based on target bonus amoul

37

Cash Compensatic
% from Annua

% fromr

Salary Incentives (1)
14% 17%
21% 16%

Based on target valuations reported in the Sumi@angpensation Table belo

Equity
Compensatiol
% from Long-

Term I&():entive:

69%
63%
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Fiscal 2012 Target Total Direct Compensation

All Other NEOs

= of total variable compensation: B6% % of total variable compensation: 79%

® Fixed salary {Cash)
® Varlable Annual Incentives (Cash)
Variable Long-Term Incentives (Equity)

Each element of our 2012 compensation is discusstter below under the headings “— Salary,” “— AmahIncentive Bonuses” and
“— Long-Term Equity Incentive Compensation.” In Bazase, more information on how we determined fipgeay levels is located under the
heading “— Our Compensation Decision-Making Process

Shortfall in Compensation LevelsSubject to continued strong performance by our atkess, we generally seek to target our executive:
compensation at the 50th percentile of compensaiiichto comparable executives at other companigsniour peer group and as compared
to broader survey data. In February 2012, the Cdtee's independent compensation consultant advisgdhe Company’s rapid growth had
caused its executive compensation levels to falll bedow market-competitive compensation levelpeér companies for salary and incentive
pay. As discussed in greater detail under the hgadielow, since early 2012 the Committee has takesin initial steps to reduce the shor
between the compensation of our named executivishair peers. Assuming management continues t@dsimate strong performance, the
Committee currently intends to close the remairgjag in the future, primarily through enhanced penance-based pay opportunities.

Salary

As noted above, in February 2012 the Committee’spnsation consultant advised that the Companjésysand incentive
compensation levels lagged significantly behind pensation levels paid to comparable executivesat gompanies. At that February 2012
meeting, management recommended to maintain exeacofficer salaries unchanged at that time forréety of reasons. The Committee
agreed, pending receipt of updated peer group cosapen data. In August 2012, the Committee revitugdated compensation analysis
prepared by its compensation consultant indicatiag the Company’s executive compensation levedsfaiden further below mean
compensation levels at peer companies includedmiitie 13-company peer group described above urdddse of Market Data.” The
Committee further noted that the Company had magphfisant progress in integrating its recently-airgd operations into its incumbent
operations, and made individualized assessmenthioch executives merited the largest percentageases. Based on all these factors, in
August 2012 the Committee determined that salamegmses were warranted in acknowledgement of
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management’s progress in attaining the Companyesatipnal goals, and elected to begin to reduceligparities in pay between the Company
and its peers by implementing the following salagreases:

New Annual Salai

Percentac
Prior Annual (Effective August

Named Officel Salary 2012) Increase

Glen F. Post, Il $1,021,00! $ 1,100,001 7.7%
Chief Executive Officer and Preside

Karen A. Puckett 664,00( 725,00( 9.2%
Executive Vice President and Chief Operating Offf

R. Stewart Ewing, Jr. 599,00( 650,00( 8.5%
Executive Vice President and Chief Financial Offi

David D. Cole 435,00( 475,00( 9.2%
Senior Vice Preside— Controller and Operations Suppc

Stacey W. Goff 424,56 500,00( 17.8%

Executive Vice President, General Counsel and $agr

Although the Committee has not yet completed itibdeations regarding 2013 executive compensagonls, it currently intends to
maintain the 2013 salaries of each named officéreatevels approved in August 2012.

Annual Incentive Bonuses

General.We award annual cash bonuses to key employees bageetformance objectives that, if attained, easonably be expected
(i) promote our business objectives, (ii) maintainincrease our long-term shareholder value afjcc@irrespond to those paid to similarly-
situated and comparably skilled executives at peepanies. We currently offer annual incentive ts@suto approximately 20,500, or 38%, of
our employees.

The 2012 bonuses paid to our named executive dffiwere calculated as follows:

Actual
Award
Corporate as%o
] 2012 Bonus Performance 9
Named Officel Salary x  Targety X @) = Bonus (2) Salary
Glen F. Post, IlI $1,047,60! 125% 135% $1,767,83! 16<%
Chief Executive Officer and
President
Karen A. Puckett 684,56: 85% 135% 785,53¢ 115%

Executive Vice President and Chief
Operating Officel

R. Stewart Ewing, Jr. 616,10! 85% 135% 706,98: 115%
Executive Vice President and Chief
Financial Officer

David D. Cole 448,79( 65% 135% 393,81 88%
Senior Vice President — Controller and
Operations Suppoil

Stacey W. Goff 450,09¢ 65% 135% 394,95¢ 88%
Executive Vice President, General Counsel a
Secretary

(1) Calculated as discussed below ur“— Corporate Target Percentg”
(2) The Committee has discretion to reduce the atnpayable to the executive officers in accordamiti this calculation, but choose not to
with respect to these 2012 bonus
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These bonus amounts are reflected in the Summanp€esation Table appearing below under the coludun-Equity Incentive Plan
Compensation.”

Performance Objectives and TargeS8imilar to its findings regarding salary, the Conte®’s compensation consultant determined in
February 2012 that targeted and actual annual fiveebonuses payable to the Compangkecutives lagged below those payable to comla
executives at peer companies. Nonetheless, the @wraralected in early 2012 to establish 2012 tavgaus opportunities (expressed as a
percentage of salary) equal to those used fortibe year, with the understanding that it wouldregiew executive compensation at future
meetings upon receipt of updated data. The Comenéiiteo attempted to promote internal equity anchteark by applying the same target
bonus percentage to named executive officers witlias responsibility levels.

Similar to 2011, the Compensation Committee elent&2D12 to base 90% of the senior officers’ 20@8ual incentive bonuses on
whether we obtained “minimum,” “target” or “maximUnihreshold levels of the following financial godts 2012:

Performance Levels (in million:

Corporate Goz Minimum Target®d) Maximum
Operating Cash Flow) $7,030.0( $7,400.0@ $7,770.0(
Legacy Revenu® 7,382.2! 7,650.0( 7,917.7!
Strategic Revenu® 8,154.2! 8,450.0( 8,745.7!

(1) Based upon the same forecasts used in connectthrowi publich-disclosed guidanci

(2) Represents operating income plus depreciation arutezation expense

(3) Represents the midpoint of a target that ranges $8,363 million to $7,437 millior

(4) Represents revenue generated from local vaicess lines, long distance and other servicespastesl in our publicly-filed financial
statements; excludes switched access reve

(5) Represents revenue from providing the followdegvices: high speed internet, internet protoglehision (IPTV), data hosting, cloud
computing, private line/special access, Etherndtipratocol label switching (MPLS), satellite videmd voice over internet protocol
(VolP), all as reported in our publi-filed financial statement:

With respect to our operating cash flow targegiathent of less than 95% of the target amount“fthisimum” performance level) was
designed to result in no bonus payment, and atemhiof more than 105% of the target amount (thexXimam” performance level) was
designed to result in twice the bonus payable tairdng the target level of performance. With mespto each of our revenue targets, attaini
of less than 96.5% (the “minimum” performance |¢wadlthe target amount was designed to result ibarus payment, and attainment of more
than 103.5% of the target amount (the “maximum’fgenance level) was designed to result in twicelibrus payable for attaining the target
level of performance. In all cases, we adjusteddr@mounts to eliminate the effects of extraorgilmamon-recurring transactions in
accordance with procedures further described below.

For purposes of calculating the aggregate 2012 payment, the following goals were weighted ao¥as:

e Operating Cash Floy 50%
* Legacy Revenu 20%
e Strategic Revenu 20%
» Strategic Enhancemer 10%

Bonuses payable with respect to attainment of tesgia enhancements” were based on the Compengsatiommittee’s subjective
assessment of each senior officer’s specific dontions to our strategic positioning. In
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connection with these determinations, the Commite&wed company-wide or individual achievementating to:
growth in the financial performance or prospectswf strategic services, and growth in our custer@rsuch service

» the operational and cultural integration of ourimbent and recen-acquired operatior

the development of new, expanded or improved sesyithe construction of new service facilities, tbepletion of other capital
projects, and the commencement or completion dadrdtiitiatives promoting immediate or longrm growth deemed relevant by

Committee.

Although the Committee generally prefers to bassuses on objective quantifiable performance gdatigtermined to utilize more
qualitative assessments of its strategic enhandsnfi@mpurposes of the 2012 bonuses principallyabee measuring success was too depel
on future events and multiple variables to apptedi objective financial goals.

Rationale for Performance Objectives and Targettie Committee selected the above-described 2012csbecause they correlate
strongly with the Company’s financial and strategfigectives (including successfully integrating ®@mpany’s recently-acquired operations
into its incumbent operations) for the followingsens:

Strong operating cash flow is critical to our sigsbecause it enables us to, among other thindanf strategic capital
investments designed to expand our business opyides) (i) pay an attractive dividend, and (iieet our debt obligation

Maximizing our legacy revenues permits us to resa@le and financial resources as we pursue athrenue source

Strategic revenue growth promotes our criticaltegi@ objective of identifying new or growing rewensources designed to offset
anticipated decreases in our legacy revenues attisl@csify our earnings strean

Strengthening our strategic positioning will funttemhance our business strategy of expanding revsineams that are growir

The Compensation Committee set the target levaiedbrmance described above based on assessrémesdifficulty of achieving
such levels and the potential impact of such aement on enhancing shareholder value. As in passythe Committee set these target level
of performance with expectation that there wouldlsignificant chance that they would not be adhiewased on information available to the
Committee at that time. For 2011 and 2012, eaciupfxecutives received bonus payments equal to@6%d 35%, respectively, of their

targeted awards.

Corporate Target Percentagin February 2013, the Compensation Committee resiemaanagement’s assessment of the Company’s
performance during 2012 as compared to the tasgtéblished in March 2012 with respect to eactuofsenior officers. Based on this proce
the Committee determined that the aggregate raataihing these goals (referred to in the tableveas the “Corporate Performance

Percentage”) was 135%, calculated as follows:

Corporate

Percentage Payc Performance

Weighting Percentage

Relating to Goa X Factor = Component:
Operating Cash Flow 152.2% 50% 76.1%
Legacy Revenu 146.2% 20% 29.2%
Strategic Revenu 85.(% 20% 17.0%
Strategic Enhancemer 125.(% 10% 12.5%
135.0Y

Corporate Performance Percent
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Negative DiscretionAs in past years, during 2012 the Committee reththe right to unilaterally reduce, without forfag favorable tax
treatment of our bonus payments, the amount oéxleeutives’ bonuses calculated using the procekssesibed above if the Committee
believes for any reason that it is unwarrantedatp guch amount to any or all of the senior officevéth respect to the 2012 bonus payments,
the Committee determined that there was no basisffiecting any such reductions.

Recent ActionsAlthough the Committee has not yet approved 20XRibdargets for senior officers, it has approvethae design terms
of a proposed 2013 bonus program, including refer@sito the Committee’s 2013 bonus metrics to &rrgign them with our evolving
strategic objectives. Upon receipt of addition&imation and further deliberations, the Commitigk determine later this year if, when and
how to address the shortfall between the annualdopportunities of our named executives and fiesrs discussed under the heading “—
Overview of Elements and Amounts of CompensatioShertfall in Compensation Levels.”

Non-Executive BonusesCompared to our executive officers, the remaindeuo senior officers have more diverse and indiaiized
performance goals. When an officer or manager ésgonsibility for a particular business unit, disisor region, the performance goals are
typically heavily weighted toward the operationatiprmance of those units or areas. Other indiv&oeay receive individual performance
goals. Depending on the level of seniority, thegkviduals may also receive a portion of their bowbased on overall corporate performance.
As discussed below under the heading “— Our Congt@rs Decision-Making Process,” the CEO approvesgrformance goals of
substantially all of the non-executive officers anthe general supervision of the Compensation Citiesn

Long-Term Equity Incentive Compensation

General.Our shareholder-approved long-term incentive corapgon programs authorize the Compensation Comartittgrant stock
options, restricted stock, restricted stock unitd @arious other stock-based incentives to keyqmersl. We believe stock incentive awards
(i) encourage key personnel to focus on sustainahpterm performance, (ii) strengthen the relalip between compensation and growth ir
the market price of the Common Shares and thergpy management’s financial interests with thos¢hefshareholders and (iii) help attract
and retain talented personnel. During the first 682013, we intend to offer long-term equity inti@e compensation awards to approximately
680, or 1%, of our employees.

2012 Executive Grantdn February 2012, the Committee granted the follmaumber of restricted shares to our named executi
officers:

No. of
No. of Time- Performanc
Vested Based
Restricted Restricted Total Fair
Named Officel Shares Fair Value(®) Shares(?) Fair Value(1) Value 1)
Glen F. Post, Il 58,84: $2,200,00:! 58,84« $2,200,00! $4,400,00!
Karen A. Pucket 25,67 960,00( 25,67 960,00( 1,920,00!
R. Stewart Ewing, Ji 19,90( 744,00( 19,90( 744,00( 1,488,00!
David D. Cole 14,76¢ 552,00( 14,76¢ 552,00( 1,104,00!
Stacey W. Gof 14,76¢ 552,00( 14,76¢ 552,00( 1,104,00!

(1) For purposes of this chart, we value both tirasted and performance-based restricted sharesibiplying the number of shares granted
to the executive by the volume-weighted averagsiiotpprice of our Common Shares over a 15-tradmgpkriod ending five days prior
to the grant date. In the Summary Compensationel &loiwever, our 2012 grants of time-vested resttistock are valued in accordance
with FASB ASC Topic 718 based on the closing stmgke of our Common Shares on the business daegirg the date of grant, and
our 2012 grants of performanbased restricted shares are valued as of the gaémbased on probable outcomes in accordanceSEitl
rules. See footnote 1 to the Summary CompensatiteTor more informatior
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(2) Based on the number of restricted shares gtantBebruary 2012. As discussed further below aitteal number of shares that vests in
the future may be lower or highe

For more information on these grants, please sleav&xecutive Compensation — Incentive Compengatiod Other Awards.”

Amount of AwardsEach year, the Committee generally determinesitieecd equity grants, expressed in dollars, basethe recipient’s
responsibilities, capabilities, performance andedytand on information furnished by the Commigemmpensation consultant regarding
equity incentive practices among comparable congsani

In determining the size of each senior officer'd2@rant, the Committee discussed each officerfopaance and contributions, and
reviewed market data regarding long-term incentimmpensation paid to comparable executives at coi@pancluded in the benchmarking
data compiled by the compensation consultant. Basdtiese deliberations, the Committee electeddntdo each named officer long-term
equity awards with a total fair value equal to thial fair value of their 2011 long-term incentia@&ards (as measured in the manner noted in
footnote 1 of the table above).

In establishing equity award levels, we also reviBavequity ownership levels of the recipientsianiily to determine if our executives
continue to be adequately incentivized to creastagnable long-term shareholder value. We belibeaiever, that each annual grant of long-
term compensation should generally match prevaitiagket practices in order for our compensatiorkpges to remain competitive from year
to year, and to mitigate the risk of competitorfenhg compensation packages to our executiveshinag superior long-term incentives.

Types of AwardsWe strive to pay equity compensation in forms tirafite appropriate incentives to optimize perforceaat reasonable
cost, that minimize enterprise risk, that alignititerests of our officers and shareholders, tbstiefr our long-term financial and strategic
objectives and that are competitive with incentigéfered by other companies. Since 2008, the Cotamhas elected to issue all of our long-
term equity compensation grants in the form ofrietetd stock for a variety of reasons, including:

* the Committe’s recognition of the growing use of restricted ktbg our peers
» the Committe’s desire to minimize the dilution associated with @wards
» the retentive value of restricted stock under wagynarket conditions, ar
» the loss of accounting advantages formerly assetiaith stock options
In an effort to increase the link between our perfance and executive compensation, since 2010dhen@ttee has issued half of the
value of the executives’ long-term awards in thenf@f performance-based restricted stock, withather half being in the form of time-vested
restricted stock. The number of performance-basstlicted shares that ultimately vest under the@swaade by the Committee in 2010, 2011

and 2012 is dependent on our total shareholdenreter two or thregrear performance periods in relation to the tdtalrsholder return of tt
companies comprising the S&P Index over the samegs

For additional information on the vesting and otteems of our equity awards (including certain vaary limits on the number of
performance-based restricted shares that vest total shareholder return over the performancepas negative), see “Executive
Compensation — Incentive Compensation and Otherrdsva

Dividends.Since 2011, all dividends paid with respect toriet®td stock awards have been payable to the estipinly upon the vesting
of the award. In prior years, some or all of théisedends were paid currently.
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Recent ActionsThe Committee has not yet granted equity awardgemdor officers for 2013. The Committee has, howeapproved
certain features of proposed 2013 equity grantdudting program design changes intended to bro#fteeacope of the performance metrics
applicable to future grants of our performance-tasstricted shares. Later this year, the Committesds, upon receipt of additional
information and further deliberations, to determin@vhen and how to address the gap between thigyeigcentive compensation of our nan
executives and their peers discussed under thertgead Overview of Elements and Amounts of Compéimsa— Shortfall in Compensation
Levels.”

2010 and 2011 Retention Grants

Qwest MergerAs contemplated under our merger agreement withsQwe= implemented in mid-2010 a retention progdasigned to
ensure that over 200 of our top officers and marsalgad adequate incentives to remain employedusitthrough completion of the Qwest
acquisition and the critical period of integratiereafter. In August 2010, the Committee made dsvander this plan to our executives. Of
total grant date value of these awards, 100% ércise of the CEO) or 75% (in the case of all otivecutives) was composed of equity gra
which are reflected as 2010 compensation in ourrBamm Compensation Table.

Other than our CEO, our executives received 25%efrant date fair value of their 2010 retenticangs in the form of a deferred cash
award. Recipients of deferred cash awards recdiadf their cash payment on April 1, 2011, thesithg date of the Qwest acquisition, and
the other half on April 1, 2012, provided they rémeal employed by us on such dates. See our Sum@uanpensation Table for more
information.

Savvis Mergerln connection with being acquired by us, Savvispdeld executive and broad-based retention programiich
executives and key personnel of Savvis receivazh@iation of cash and restricted stock awardswvésted over time.

Other Benefits

As a final component of executive compensationpvexzide a broad array of benefits designed to lepatitive, in the aggregate, with
similar benefits provided by our peers. We sumnesttiese additional benefits below.

Retirement PlansWe maintain one or more traditional qualified defirbenefit retirement plans for most of our empésy@ho meet
certain eligibility requirements, plus one or mamditional qualified defined contribution 401(Kpps for a similar group of our employees.
With respect to these qualified plans, we mainteinqualified plans that permit our officers to rigeeor defer supplemental amounts in exces
of federally-imposed caps that limit the amounbehefits highly-compensated employees are entitledceive under qualified plans.
Additional information regarding our retirement ais provided in the tables and accompanying d&on included below under the heading
“Executive Compensation.”

Effective January 1, 2011, we changed the retir¢inenefits that we offer to our employees as paoiuo ongoing process to align
overall benefits for our legacy Embarg and Centurglemployees. In addition to changes to the bé&neffered under certain of our 401(k)
plans, we froze benefit accruals under our deflmeefit pension plans for naepresented employees as of December 31, 2010e Thasge
align our retirement benefits closer to those effieny our competitors, many of whom have previoesigcted similar changes over the past
several years.

Change of Control Arrangementg\s described in more detail under “Executive Conga¢ion — Potential Termination Payments —
Payments Made Upon a Change of Control,” in 200@mtered into agreements under which we agreerbtode cash and other severance
benefits to each of our executive officers whaisrtinated under certain specified circumstancasviiihg a change of control of CenturyLink.
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Effective January 1, 2011, the Compensation Comamitéstructured these predecessor agreementssfeeptively reduce benefits to
more closely align them with current market praedidf triggered, benefits under the restructuigr@@ments include payment of (i) a lump
cash severance payment equal to a multiple offfieeds annual cash compensation, (ii) the offisemnual bonus, based on actual
performance and the portion of the year served (ighdertain continued welfare benefits for a ited period.

We believe these benefits enhance shareholder bakmuse:

» prior to a takeover, these protections help ugtouit and retain talented officers and to helprtzan the productivity of our
workforce by alleviating concerns over economiausitg, and

» during or after a takeover, these protectionséipfour personnel, when evaluating a possible legsicombination, to focus on the
best interest of CenturyLink and its shareholdang], (ii) reduce the risk that personnel will acgeptoffers from competitors
during takeover discussior

Under our restructured agreements, change of ddrgrefits are payable to our executive officensithin a certain specified period
following a change in control (referred to as tpectected period”) the officer is terminated with@ause or resigns with “good reason,” whict
is defined to include a diminution of responsii®t, an assignment of inappropriate duties, amdresfer of the officer exceeding 50 miles. We
have filed with the SEC copies of our restructurkdnge of control agreements.

The table below shows (i) the length of the “prteeloperiod” afforded to officers following a changjecontrol and (ii) the multiple of
salary and bonus payment and years of welfare lienefwhich officers will be entitled if change obntrol benefits become payable under ou
restructured agreements and related policies:

Multiple of Years of

Protected Annual Cash Welfare

Period Compensatic Benefits

CEO 2 year 3 times 3 year:
Other Executive 1.5 year 2 time: 2 year
Other Officers 1yea 1 time 1yea

Our restructured agreements also:

» eliminated tax “gross-up” provisions, which hadwpoeisly enabled executives to be reimbursed foegdamposed as a result of
receiving their change of control benef

« eliminated “modified single triggerovisions, which had previously enabled executteasnilaterally request full payment of th
severance benefits during “window periods” arisimg year after a change of control, regardlessheftiner the executive had been
adversely impacted by the transaction,

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

For more information on change of control arrangatmapplicable to our executives, see “Executiven@ensation — Potential
Termination Payments — Payments Made Upon a Chaih@entrol.” For information on change of contrelgrance benefits payable to our
junior officers and managers, <“— Severance Benefits” immediately below.

Severance Benefitdn August 2012, the Compensation Committee adopteeixecutive severance plan that provides sevetzeregits
to our senior officers and other specified key eayipes. The plan provides cash severance paymeamstegwo years of total targeted cash
compensation (defined as salary plus the targetexliat of annual incentive bonus) for our CEO or pear of total targeted cash
compensation for any other
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senior officer, payable solely if the senior offiég involuntarily terminated by us without causahie absence of a change of control. Paymer
to senior officers terminated in connection witbhange of control are separately governed by thagdh of control arrangements discussed
immediately above under the heading “— Change aft@@bArrangements.” Under our executive severgiaa, subject to certain conditions,
more junior officers or managers receive, amongirothings, cash payments ranging from 26 to 52 weékheir total targeted cash
compensation, depending on their seniority, if they either (i) involuntarily terminated withoutuse in the absence of a change of control or
(ii) involuntarily terminated without cause or r@siwith good reason in connection with a changeootrol. Severance benefits payable to any
senior officers with a pre-existing employment a&gnent are ineligible to receive payments undergtlain if their employment agreement
separately provides for severance benefits.

In connection with certain qualifying terminatiomsir full-time non-union employees not covered by above-described executive
severance plan may, subject to certain conditibea®ntitled to cash severance benefits ranging fram52 weeks of base pay, depending on
seniority.

In 2012, we adopted a policy requiring us to sdelkeholder approval of any future senior executarserance agreements providing for
cash payments, perquisites and accelerated heaaltblfare benefits with a value greater than 2i8fs the sum of the executive’s base salary
plus target bonus.

Perquisites Officers are entitled to be reimbursed for the @dsin annual physical examination, plus relatagddl expenses.

Our aircraft usage policy permits the CEO to useameraft for personal travel without reimbursing, and permits each other executive
officer to use our aircraft for up to $10,000 penyin personal travel without reimbursing us.llsach cases, personal travel is permitted onl
if aircraft is available and not needed for supdirsg business purposes. For purposes of valuingepatting the use of our aircraft, we
determine the incremental cost of aircraft usagarmhourly basis, calculated in accordance witHiegiple guidelines of the SEC. The
incremental cost of this usage, which may be sukiatly different than the cost as determined uraltarnative calculation methodologies, is
reported in the Summary Compensation Table appghseiow. Each year the Compensation Committeevesei report on the personal usi
aircraft by senior management, and determines wenethnot to alter our aircraft usage policy in agy. In connection with its recent election
to retain this policy, the Committee determined tha policy was (i) providing valuable and ces$tective benefits to our executives residin
a small city with limited commercial airline sergiand (ii) enabling our executives to travel inanmer that we believe is more expeditious
than commercial airline service.

In 2006, the Compensation Committee approved retstred insurance arrangements with our executifreen$ that obligate us to pay
premiums on the executive officers’ respective seqmental life insurance policies sufficient to pidesthe same death benefits available unde
predecessor agreements, and entitle the execufigers to purchase additional post-retirement cage at their cost. In mid-2010, we
eliminated the right of executives to receive iattax “gross-up” cash payments in amounts equalketdaxes incurred as a result of our
premium payments.

Most years, we organize one of our regular boaretimgs and related committee meetings as a “badrdat” scheduled over a long
weekend. These retreats are typically held in ea athere we conduct operations, and include siies\that enable our directors and senior
officers to meet with local personnel. The spousasur directors and executive officers are invitedttend these retreats, and we typically
schedule recreational activities for those whoadnle and willing to participate.

We maintain a pool of several corporate apartmi@nitéonroe, Louisiana for use by our employees basexdther states who are required
regularly or periodically to work in our headquasteffices in Monroe. These apartments have bear pust-effective for us than lodging
these individuals in hotel rooms during their \&sit

For more information on the items under this hegdé®e the Summary Compensation Table appeariog/bel
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Other Employee BenefitdVe maintain a stock purchase plan that enablesftivgers and most of our other employees to purehas
Common Shares on attractive terms. We also maintaiain broad-based employee welfare benefit glamghich the executive officers are
generally permitted to participate on terms thateither substantially similar to those provide@ltather participants or which provide our
executives with enhanced benefits upon their deathsability. We also maintain a supplemental kil plan designed to ensure disability
payments to our officers in the event paymentsiaesailable from our disability insurer.

Our Compensation Decision-Making Process

Role of Compensation Committe€he Compensation Committee of our Board establjsheduates and monitors our executive
compensation programs, subject to the Board’'s gy@rsSpecifically, the Committee (or a subcomngitteereof) approves the compensation
payable to each executive officer, as well as dahgrd'senior officer” as defined in the Committeelsarter.

As described further below, the Compensation Coteeld compensation decision-making process reqaimseful balancing of a wide
range of factors, including:
» the group and individual performance and respolitsgisi of our executives
» the competitive compensation practices of peer congs,
» the performance of our Company in relation to cegns and our internal goa
« the financial impact and risk characteristics of compensation programs, a
e our strategic and financial imperativ:

The Compensation Committee also establishes, ingrigsnadministers and monitors our director cashegpuity compensation
programs. For more information, see “Director Congagion.

Since acquiring Embarg, Qwest and Savvis over & ouple of years, the Committee has focusedrgignen comprehensively
reviewing our compensation philosophy, strategieticies and practices to ensure they:
e are appropriate for the larger combined comp
« further link our pay to company performan
» further reflect prevailin¢best practice” and
» enhance the integration of these acquired compamiésheir pay practices into the operations arydppactices of the Compan
Role of Compensation ConsultantEhe Committee engages the services of a compensaditsultant to assist in the design and review

of executive compensation programs, to determinetingr the Committee’s philosophy and practiceseasonable and compatible with
prevailing practices, and to provide guidance at# compensation levels based on industry tremdspractices.

The Committee has used Hay Group as its compensatitsultant since September 2010. Throughout 2@pPesentatives of Hay
Group actively participated in the design and depelent of our executive compensation programsasgtetided all of the Committee’s
meetings. Hay Group provides no other servicekedtompany, and has no prior relationship with @ingur named executive officers. As
required by current SEC rules and currently pentleg York Stock Exchange listing standards, the @ittee has assessed the independenc
of Hay Group and concluded that its work has nisechany conflicts of interest.
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Review Proces€ach year, the Committee and its compensation tlamswse benchmarking data to determine mediagidenf salary,
annual bonuses and equity compensation paid taiéxes comparable to ours. In determining how miwctompensate each officer, the
Committee also extensively reviews a wide rangetloér factors, typically including:

» the office’s individual performance, industry experience aadipular set of skills

» the anticipated degree of difficulty of replacitng tofficer with someone of comparable experienakskill,

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

» the role the officer may have played in any re@xtitaordinary corporate achievemei

» the office’s pay and performance relative to other offices employees

» the office’s prior compensation in recent years and, to aduinilegree, his or her accumulated wealth undepimgrams
« the financial communi’'s assessment of managen's performance, ar

» the recent and loi-term performance of CenturyLin

In assessing our performance, we typically review karious measures of our financial performantsedo amounts previously
projected by us or market participants, as wethagesults of peer telecommunications companiesaldb assess operational benchmarks,
such as our access line losses or customer grow#iation to our competitors.

Each year, we compile lists of compensation dd#ding to each of our executives. These “tally séfeimclude the executives’ 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 edusiged compensation awards. The
Compensation Committee uses these tally sheeisrview the total annual compensation of the etige officers, (ii) assess the executive
officers’ wealth accumulation from our compensatwagrams and (iii) assure that the Committee hamaprehensive understanding of all
elements of our compensation programs.

Annual Bonus ProceduresWith the assistance of management and its compensainsultant, the Compensation Committee setsdon
targets annually, and, under special circumstamaess frequently than annually. For several yetes Committee has administered our annue
bonus program substantially in the manner outlatealve under “— Annual Incentive Bonuses.” The Cottariis responsible for approving
for each year (i) the performance objectives tli@ “minimum,” “target” and “maximum” threshold lels of performance, (iii) the weighing of
the performance objectives, (iv) the amount of lsopayable if the target level of performance iaiaéid and (v) the finally determined amount
of the bonus payments. Upon completion of the figear, our actual operating results are adjustaattordance with the Committee’s long-
standing written procedures designed to eliminatecffects of extraordinary or non-recurring tranisms that were not known, anticipated or
guantifiable on the date the performance goals wstablished. Then the specific bonus paymentsadcelated for that fiscal year using the
formulas approved the prior year by the Commitédter our Internal Audit Department has revieweddé determinations and calculations,
they are provided in writing to the Committee fisrieview and approval.

We generally seek to base a significant portioawfexecutives’ annual cash incentive compensagtimeipally upon our company-wide
performance. Officers and managers with lower keélresponsibility typically receive incentive cpemsation that places a greater emphasis
on individual, departmental or divisional goals.
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Under our annual bonus programs, the Committeepagiythe annual bonuses in cash or stock. Since, 0@@ommittee has paid these
bonuses entirely in cash, principally to diversifyr compensation mix and prevent us from overaititj equity grants.

Annual Equity Grant ProceduresAs explained further above, annual grants of staghirds to executives are typically made during the
first quarter after we publicly release our earsin@rants of stock awards to newly-hired executifieers who are eligible to receive them are
made at the next regularly scheduled Committeeinggé&illowing their hire date. Although we are mofrrently granting options, we maintain
policies controlling when and how option exercisiegs are determined. These policies are summairizedr prior proxy statements. We
award our executives with a greater proportiorhefrttotal compensation in the form of equity geacdmpared to more junior officers.

Role of CEO and Management in Compensation Decisiohlthough the Compensation Committee is responddilall executive
compensation decisions, each year it receives B@ €recommendations, particularly with respeatiecutive salaries. The Committee, in
particular, values the CEO’s input and judgmenardmg:

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

» the role these executives play in achieving ourat@nal and strategic goa

* the potential of these executives to assume difteselditional or greater responsibilities in theufe,

e internal equity issues that could impact cohesieamwork or the overall viability of the executigmup, anc
» the relative vulnerability of executives to jobisithtions from competitor:

The Committee considers the CEO’s recommendatismsa of the many factors it uses to establish emsgttion levels for each
executive.

The CEO is also responsible for approving the ahsalaries and bonuses of our non-senior offidaduding approval of appropriate
annual performance goals for such officers. The @ISO approves all equity compensation awardsaamtm-senior officers, acting under
authority delegated by the Compensation Committeeccordance with our shareholder approved long-tecentive plans. The Committee
oversees these processes and receives an anmualfrem the CEO.

The CEO and the executive management team, in ltatiso with the Compensation Committee’s compensatonsultant, recommend
to the Compensation Committee business goals tsée in establishing incentive compensation perdmeea targets. In addition, our Senior
Vice President, Human Resources, works closely thithCommittee and its compensation consultanhsore that the Committee is provided
with appropriate information to discharge its rasgbilities.

Assessment of “Say on Pay” Voting Resuléss noted above, in May 2012 over 97% of the votest by our shareholders with respect tc
our “say on pay” proposal were favorable. In cotieacwith making executive compensation decisiansesMay 2012, the Committee has
taken note of this vote, and concluded that shadeh®are generally satisfied with the scope andgtgire of our compensation programs.
Nonetheless, the Committee has continued to changeefine these programs in an effort to furthenmte the goals of our executi
compensation philosophy described above.

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

e our balance of annual and Ic-term compensation elements at the executive andgeament levels
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» our use of a diverse mix of performance metrics th@ate incentives for management to attain gealkaligned with the
shareholde’ interests

» the multi-year vesting of equity awards, which potes focus on our long-term performance and meig#te risk of undue focus
on our sho-term results

» “claw-bacl” policies and award caps that provide safeguardsstgaappropriate behavior, a

* bonus arrangements that are generally subjecettnégative discretion” of either the Committeer §enior officers) or senior
management (for other key employe:

We believe these features, as well as the stocleship requirements for our executive officersultei;g a compensation program that
aligns our executives’ interests with those of shareholders and does not promote excessive lahkgtan the part of our executives or other
employees.

Forfeiture of Prior Compensation

For over 10 years, all recipients of our equity pemsation grants have been required to contragtagtee to forfeit certain of their
awards (and to return to us any cash, securitieshar assets received by them upon the sale oh@mnShares they acquired through certain
prior equity awards) if at any time during theirg@oyment with us or within 18 months after termionatof employment they engage in activ
contrary or harmful to our interests. The Compeansaommittee is authorized to waive these forfeitprovisions if it determines in its sole
discretion that such action is in our best intexedte have filed with the SEC copies of our forneqfity incentive agreements containing tl
forfeiture provisions. Our 2010 Executive Offic&Bort-Term Incentive Plan contains substantialtyilsir forfeiture provisions.

In addition, our Corporate Governance Guidelingb@nze the Board to recover, or “clawback,” comgation from an executive officer
if the Board determines that any bonus, incentawnment, equity award or other compensation recdiyetthe executive was based on any
financial or operating result that was impactedhsyexecutive’s knowing or intentional fraudulenilizgal conduct. In addition, certain laws
enacted in 2002 would require our CEO and CFOitobarse us for incentive compensation paid or trggtirofits earned following the relee
of financial statements that are subsequently testi@due to material noncompliance with SEC repgntaguirements caused by misconduct.
Additional laws enacted in 2010, which are expettellecome effective over the next year, will regquill of our current or former executive
officers to make similar reimbursement paymentsonnection with certain financial statement restegets, irrespective of whether such
executives were involved with the mistake that edube restatement.

Stock Ownership Guidelines

Under our current stock ownership guidelines, tBGs required to beneficially own CenturyLink staqual in market value to at least
six times his annual base salary, and all othecugikee officers are required to beneficially ownnigyLink stock valued at least three times
their annual base salary. Each executive officertheee years to attain these targets.

Under our director stock ownership guidelines, eadside director must beneficially own CenturyLsthck equal in market value to
five times the annual cash retainer payable toideidirectors. Each outside director has five yéanms the date they are elected or appointe
attain this target.

For any year during which an executive or outsideatior does not meet his or her ownership tathetexecutive or director is expected
to hold 65% of the CenturyLink stock that he or ahquires through our equity compensation prograxduding shares sold to pay related
taxes.

All of our officers and directors are currentlydampliance with our stock ownership guidelines. &dditional information on our stock
ownership guidelines, see “Governance Guidelines.”
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Use of Employment Agreements

We have a long-standing practice of not providimplyment agreements to our officers, and nonaiofang-standing executives has
been granted an employment agreement. In connegttbrour recent mergers, however, we have assiseegral employment agreements
formerly granted by Embarg, Qwest or Savvis tofficers, and in a couple of instances have extérmdeenewed these arrangements to retai
officers critical to our integration plans.

Tax Gross-ups

We eliminated the use of tax “gross-up” benefiteum executives’ change of control agreements aliddollar insurance policies in
2010, and in our outside directors’ executive ptgisprogram in early 2012. Consequently, we comtittuprovide these tax benefits only to a
limited number of our officers under legacy empl&yrhagreements that are expected to lapse oveettieouple of years. We do not inten
provide tax gross-up benefits in any new compeosgirograms.

Anti-Hedging and Anti-Pledging Policies
Under our insider trading policy, our employees dindctors may not:
» purchase or sell sh-term options with respect to CenturyLink sha
* engage ir‘short sale” of CenturyLink shares, ¢

* engage in hedging transactions involving Centurklshares which allow employees to fix the valu¢gheir CenturyLink
shareholdings without all the risks of ownershigause them to no longer have the same interestgjectives as our other
shareholders

In addition, under our insider trading policy, aanior officers and directors are prohibited frooiding our securities in a margin
account or otherwise pledging our securities alat@hl.

All of our senior officers and directors are cuthgiin compliance with our anti-hedging and antigding policies.

Other Compensation Matters

To the extent that it is practicable and consistétit our executive compensation objectives, wk $eeomply with Section 162(m) of
the Internal Revenue Code and the regulations addpereunder to enable us to claim the tax ddullistiof performancebased compensati
in excess of $1 million per taxable year to ouri@eafficers. However, if compliance with Sectio62(m) conflicts with our compensation
objectives or is contrary to the best interestthefshareholders, we will pursue those objectiregrrdless of the attendant tax implications. In
each of the last several years, we granted timeegesstricted stock that did not qualify as perfance-based compensation under Section 1¢
(m). As described further above, we also paid dlgpoation of our 2012 annual incentive bonusesarms that did not comply with
Section 162(m). In 2013, we took certain stepsgihesi to increase the portion of our executive carsgton eligible for favorable tax
treatment under Section 162(m). You should be aweneever, that Section 162(m) is highly technaradl complex, so that even when we
seek favorable tax treatment thereunder, we cassatre you that our tax position will prevail.
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COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed and disduwggh management the report included above uthgeheading “Compensation
Discussion and AnalysisBased on this review and discussion, the Compams&bmmittee recommended to the Board that the @osgtior
Discussion and Analysis report be included in fhisxy statement and incorporated into our Annugd®eon Form 10-K for the year ended
December 31, 2012.

Submitted by the Compensation Committee of thedBafaDirectors.

Laurie A. Siegel (Chair Virginia Boulet
Fred R. Nichol¢ William A. Owen:
Harvey P. Perry

EXECUTIVE COMPENSATION

Overview

The following table sets forth certain informatiggarding the compensation of (i) our principal@ke&e and financial officers and
(ii) each of our three most highly compensated etiee officers other than our principal executiveldinancial officers. Following this table
additional information regarding incentive compsditsg pension benefits, deferred compensation aelnpial termination payments pertain
to the named officers. For additional informationtbe compensation summarized below and other ibgnsfe “Compensation Discussion anc
Analysis.”

Summary Compensation Table

Restricted Non-Equity Change in
Name and Principa Stock Incentive Plan Pension All Other
Position Year Salary Awards ) Compensation(?) Value ) Compensation (4) Total
Glen F. Post, Il 201z $1,047,60¢ $5,157,04 $ 1,767,831 $649,15¢ $ 103,39: $ 8,725,04
Chief Executive Officer 2011 1,020,80! 4,706,73! 1,224,96! 383,28 317,66° 7,653,44!
and President 201( 1,020,80! 9,590,82. 1,888,48! 661,93t 406,33 13,568,37
Karen A. Puckett 201z 684,56 2,250,33; 1,015,83 411,82: 42,83¢ 4,405,39:
Executive Vice Preside 2011 663,87: 2,053,85: 772,02: 210,95 126,34. 3,827,04
and Chief Operating Office 201c 663,87: 3,562,35! 835,15; 300,08( 76,78t 5,438,24!
R. Stewart Ewing, Jr. 201z 616,10! 1,744,03 914,69t 415,85: 38,59t 3,729,28i
Executive Vic 2011 598,76:- 1,591,73 696,30t 259,68! 178,77¢ 3,325,26!
President and Chief Financial Offic  201( 598,76« 2,936,20: 753,24! 378,54« 331,90: 4,998,65!
David D. Cole 201z 448,79( 1,293,96 528,52! 359,47¢ 38,01: 2,668,77.
Senior Vice Preside— 2011 435,38( 1,180,95 406,38 202,59 86,80¢ 2,312,12
Controller and Operations Suppt 201c¢ 435,38 2,062,04 418,83! 257,59¢ 83,97: 3,257,833
Stacey W. Gof 201z 450,09¢ 1,293,96! 526,33t 220,26: 15,96¢ 2,506,62!

Executive Vice President, General
Counsel and Secreta

(1) The amounts shown in this column reflect thievialue of (i) awards of restricted stock madeanly 2012, 2011 and 2010 in connection
with our program of making annual long-term inceattompensation grants and (ii) additional awafdsstricted stock made in August
2010 in connection with a retention program degigieeincentivize and retain our top personnel tgiothe completion date of the Qw
acquisition and the initial integration period thafter. The fair value of the awards presentetigrtable above hay
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been determined in accordance with FASB ASC TopR (formerly SFAS 123(R)). For purposes of thidealwe determined (i) the
value of time-vested restricted shares grante@ir?21sing the closing trading price of our Commabargs on the business day
immediately preceding the date of grant (which wé®liday), (ii) the value of time-vested restrithares granted in 2010 and 2011
using a 15-trading day volume-weighted averagempgrice of our Common Shares and (iii) the valfiperformance-based restricted
shares granted during each year indicated as afrtvé date based on probable outcomes using Moarte simulations in accordance
with SEC rules. The aggregate value of the restilistock awards granted to these named executiZ&l2, based on the grant date
closing trading price of our Common Shares andrassgimaximum payout of his or her performam@esed restricted shares, would b
follows: Mr. Post, $6,930,607, Ms. Puckett, $3,@3%, Mr. Ewing, $2,343,822, Mr. Cole, $1,738,982] Mr. Goff, $1,738,982. See
footnote 9 titled “Share-based Compensation” ofrtb&es to our audited financial statements includetppendix Aor an explanation of
material assumptions that we used to calculatéaih@alue of these stock awar«

(2) The amounts shown in this column reflect (§lc@ayments made under our annual incentive bdaus for actual performance in the
respective years (which are described further ufidemcentive Compensation and Other Awards — 28%&rds”) and (ii) the portion
of Ms. Puckett’s, Mr. Ewing’s, Mr. Cole’s and Mr.o8's August 2010 deferred cash award that was garihg 2012 (which are
described further und“Compensation Discussion and Analy— 2010 and 2011 Retention Gra— Qwest Merge”).

(3) Reflects the net change during each of thesyesdlected in the present value of the executisesumulated benefits under the defined
benefit plans discussed un¢‘— Pension Benefit”

(4) The amounts shown in this column are comprafeg reimbursements for the cost of an annualgitgl examination, (i) personal use of
our aircraft, (iii) contributions or other allocatis to our defined contribution plans, (iv) the eyt of premiums on life insurance
policies and (v) cash payments to compensate theutixes for any taxes incurred upon receipt ohdife insurance premium payments
(which is a benefit that was terminated as of Jania2011), in each case for and on behalf oihtmed officers as follow:

Life
Insuranci
Tax
Physica Aircraft Contribution: Premium Reimbursemel

Name Year Exam Use to Plans Paid Payment: Total
Mr. Post 201z $ 2,62( $15,34: $ 8543 $ — $ — $103,39:

2011 3,201 20,84¢ 102,02: 191,59¢ — 317,66

204¢ 3,26¢ 6,94( 74,92¢ 191,59¢ 129,60¢ 406,33
Ms. Pucket 2012 — — 42,83t — — 42,83

2011 3,46¢ — 51,57 71,30: — 126,34:

201( — 2,42( 3,06¢ 42,53 28,77( 76,78t
Mr. Ewing 2012 — — 38,59¢ — — 38,59t

2011 — — 47,43 131,34: — 178,77

201( — — 37,42t 175,65! 118,82: 331,90
Mr. Cole 2012 6,571 6,27: 25,16: — — 38,01

2011 — — 29,98: 56,82! — 86,80¢

201( — — 27,14¢ 33,89¢ 22,92¢ 83,97:
Mr. Goff 2012 — 1,19¢ 14,77: — — 15,96¢

In accordance with applicable SEC and accountifesruve have not reflected the accrual or paymedividends relating to unvested
restricted stock as “All Other Compensatidgn’the summary compensation table, and we havategsherein the amounts of our 2010 and
“All Other Compensation” reported in our prior pyostatements to conform to this reporting standardddition, the amounts shown in the
chart above do not reflect any benefits associatddparticipating in recreational activities schtl during board retreats. For additional
information, see “Compensation Discussion and Asialy— Other Benefits — Perquisites.” We expeciegume the payment of life insurance
premiums in 2013.
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Incentive Compensation and Other Awards
2012 Awards The table and discussion below summarizes:

. the range of potential payouts under incentive Baawards that were granted to each named offideliairth 2012 with
respect to performance during 2012, .

. grants of time-vested restricted stock and theeargotential payouts under grants of performamesed restricted stock,
each case made to each named officer during Fgh204? as lon-term incentive compensatia

Grants of Plan-Based Awards

All other
Range of Payouts Under 2012 N Estimated Future Share Payouts Unde Grant
Equity Incentive Plan Awards 2 Equity Incentive Plan Awards ) Stock Date
Awards: Fair

Threshold Maximum Threshold Unvestec Value
of Stock

Type of Award Target Target Maximum Shares Awards

Name and Grant Date (1) $) $) &) (#) (#) (#) # @ ($) ®
Glen F. Post, Il Annual Bonus $ 654,75: $1,309,500 $2,619,01 — — — — % —
T-V Grant (2/20/12 — — — — — — 58,84! 2,278,40
F-B Grant (2/20/12 — — — 29,42: 58,84« 117,68t — 2,878,64
Karen A. Pucket Annual Bonus 290,93¢ 581,87 1,163,75! — — — — —
T-V Grant (2/20/1z — — — — — — 25,67° 994,21:
P-B Grant (2/20/12 — — — 12,83¢ 25,677 51,35¢ — 1,256,11'
R. Stewart Ewing, J Annual Bonus 261,84! 523,69!( 1,047,37 — — — — —
T-V Grant (2/20/12 — — — — — — 19,90( 770,52¢
F-B Grant (2/20/12 — — — 9,95( 19,90( 39,80( — 973,50¢
David D. Cole Annual Bonus 145,85° 291,71. 583,42 — — — — —
T-V Grant (2/20/1z — — — — — — 14,76¢ 571,66:
P-B Grant (2/20/12 — — — 7,38 14,768 29,53( — 722,30:
Stacey W. Gof Annual Bonus 146,28: 292,56 585,12! — — — — —
T-V Grant (2/20/12 — — — — — — 14,76« 571,66:
F-B Grant (2/20/12 — — — 7,382 14,76¢ 29,53( — 722,30:

(1) “T-V" mean< Time-Veste(” and“P-B” means‘Performanc-Basec”

(2) These columns provide information on the pa&tiionus payouts approved with respect to 201fbpaance. For information on the
actual amounts paid based on 2012 performanceiarisee the column of the Summary CompensatioteTabeled “Non-Equity
Incentive Plan Compensation.” As described furthedow, the failure to meet the “threshold” levelperformance would result in no
annual bonus paymer

(3) Represents performance-based shares of regtstdck granted on February 20, 2012 to each naxemlitive, as described in greater
detail below.

(4) Represents tin-vested shares of restricted stock granted on FebR(a 2012, as described in greater detail be

(5) Calculated in accordance with FASB ASC Topi8 Ttbrmerly SFAS 123 (R)). During 2012, we valuedtricted shares using (i) the
closing trading price of our Common Shares fotiale-vested shares issued to our named officergignalues derived based on
probable outcomes using Monte Carlo simulationgfioperformance-based restricted shares issuedrtoamed officers. For additional
information, see note 1 to the Summary Compensdiidiie above

Terms of 2012 Restricted Stock Award$e restricted stock issued to our executive offian February 20, 2012 consisted of awards ¢
time-vested restricted stock and performance-besstdcted stock.

For each named officer, the shares of time-vesstlicted stock will vest in three equal installiiseon February 20 of 2013, 2014 and
2015, subject to the named officer’s continued @ymplent with us.

For each named officer, the performance-basedatestrshares will, subject to the named officedatnued employment, vest on
March 31, 2015, based on our three-year total slotder return for 2012, 2013 and 2014, as measagadhst total shareholder return of the
S&P 500 companies for the same three-year period.
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In addition to the vesting described above, athefe time-vested restricted shares and perforrizassd restricted shares awarded in
2012 also vest upon the death or disability ofrthmed officer, and some or all of these sharesundegr certain circumstances vest or remain
subject to future vesting upon the retirement efriamed officer at his or her early or normal egtient age. In addition, upon certain
terminations of employment following a change afittol of the Company, the 2012 time-vested regdcthares will vest and the performance
based restricted shares will remain subject torfutsting, all as described in greater detailwalader “— Potential Termination Payments.”
Except as otherwise noted below under “— Outstanéiwards”, the vesting terms for our outstandingtnieted stock granted in earlier years
is the same as noted above, except that sharesesf/ested restricted stock granted before 201dnaatically accelerate upon a change of
control.

In the preceding “Grants of Plan-Based Awards”d@atiie number of performance-based restricted stiated under the “target” column
for each named executive officer represents thebeurof shares actually granted to that officer goad will vest if we perform at the targeted
performance level, which is attaining total shatdbpreturn over the three-year performance pesiuhl to the 50th percentile of the total
shareholder return of the companies comprisingse 500 Index for the same three-year period. Eached executive officer will receive a
greater or lesser number of shares depending oactual total shareholder return in relation td tifdahe S&P 500 companies, as illustrated
further below:

Payout as % o

Performance Level Company's Percentile Rank Target Award

Maximum > 75t percentile 200%
Target 50t percentile 10C%
Threshold 25t percentile 50%
Below Thresholc < 25t percentile 0%

Amounts will be prorated if our rank is betweentki¢ threshold and the target amounts or (ii) dnget and the maximum amounts. In no e\
however, will more than 100% of the performanceeda®stricted shares vest if our total shareholetern for the three-year period is
negative. Any contingent right of a named executifficer to receive more than the number of shaatgally granted are treated by us as
restricted stock units under the terms of the Gghink 2011 Equity Incentive Plan.

All dividends related to the above-described tinested and performance-based restricted sharebenilhid to the holder only upon the
vesting of such shares. Unless and until forfeiteelse shares may be voted by the named execificers.

All of these above-described restricted sharesalgect to forfeiture if the officer competes with or engages in certain other activities
harmful to us, all as specified further in the ferof incentive agreements that we have filed ith$EC. See “— Potential Termination
Payments.”
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Outstanding AwardsThe table below summarizes information on stockomstand unvested restricted stock outstandingeaeBber 3:
2012.

Outstanding Equity Awards at December 31, 2012

Option Awards Stock Awards
Equity Incentive Plan Awards ©) All Other Stock Awards
Number of
Securities Market
Underlying Option Market Unvestec Value of
Unexerciset Exercise Option Value of Shares that
Expiration Grant Unvested Unvested Shares Have Not
Name Options (2 Price ($) Date Date Shares (# Shares ($) @ Vested
Glen F. Post, Il 200,00( $45.9C 2/26/201°  2/21/200¢ — — 25,47¢ $ 996,69
3/08/201( 31,60( 1,236,19. 21,06° 824,14:
8/23/201! — —  84,87¢ 3,320,42
5/31/201. 52,70° 2,061,891 35,13¢ 1,374,59
2/20/201. 58,84 2,301,97 58,84 2,301,93!
Karen A. Pucket 75,00( 459( 2/26/201° 2/21/200¢ — — 9,55¢ 373,79:
3/08/201! 13,79( 539,46! 9,19: 359,63(
8/23/201! — — 25,53 998,77:
5/31/201. 23,00( 899,76(  15,33: 599,82°
2/20/201. 25,67 1,004,48. 25,67 1,004,48.
R. Stewart Ewing, Ji 22,50(®) 28.3¢  2/25/201- 2/21/200¢ — — 7,962 311,47:
62,10(®) 33.4(C 2/17/201' 3/08/201( 10,68 418,07 7,12¢ 278,73(
62,50( 35.41  2/20/201¢  8/23/201( — —  23,02¢ 900,85¢
62,50( 459( 2/26/201° 5/31/201.: 17,82t 697,31 11,88 464,86:
2/20/201. 19,90( 778,48¢  19,90( 778,48
David D. Cole 40,50( 459( 2/26/201°  2/21/200¢ — — 5,16( 201,85¢
3/08/201( 7,92¢ 310,18: 5,28¢ 206,78t
8/23/201! — —  14,93: 584,21¢
5/31/201. 13,22t 517,36 8,81¢ 344,88.
2/20/201. 14,76¢ 577,60° 14,76« 577,56¢
Stacey W. Gof 40,50( 459( 2/26/201° 2/21/200¢ — 5,16( 201,85¢

3/08/201( 7,92¢ 310,18: 5,28¢ 206,78t

8/23/201( —  14,56¢ 569,70!
5/31/201: 13,22¢ 517,36: 8,81¢ 344,88
2/20/201. 14,76¢ 577,600 14,76 577,56¢

(1) Allinformation on exercisability, vesting angarket value is solely as of December 31, 2012s Tdble does not reflect (i) exercises of
options, vesting of restricted stock or other clemnig the equity awards since such date or (ii)additional equity grants since such d

(2) We have not granted options to executives sh¥; all of the options summarized under thisicol were exercisable as of
December 31, 201!

(3) Represents performance-based restricted sheeted on March 8, 2010, May 31, 2011 and Febr2@r2012. The chart above assume
that we will perform at “target” levels such thélterformance-based shares granted to each naxeedtese will vest fully. For
additional information on the vesting and othemgiof our most recent grant of performance-basstticted shares, see “— 2012
Awards” and“— Terms of 2012 Restricted Stock Awal”

(4) All shares listed under this column with a 2@08nt date are shares of time-vested restrictezk $hat vest at a rate of 20% per year
during the first five years after their grant dai#.other shares listed under this column are sbaf time-vested restricted stock that
generally vest at a rate of one-third per yearrduthe first three years after that grant date.déalitional information on the vesting and

other terms of our most recent grant of I-vested restricted shares, “— Terms of 2012 Restricted Stock Awa”
(5) All of these options expiring in 2014 and 415§ these options expiring in 2015 were held by Ewing's ex-wife as of December 31,
2012.
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2012 Exercises and Vestinghe following table provides information on Comm®hares acquired by the named officers during 2012 i

connection with the exercise of options and theingf restricted stock.

Option Exercises and Stock Vested

Option Awards

Number of
Shares Value Realizec
Acquired
Name on Exercise On Exercise

Glen F. Post, IlI —
Karen A. Pucket —
R. Stewart Ewing, Ji —
David D. Cole —
Stacey W. Gof —

Stock Awards

Number of

Shares
Acquired
on Vesting

196,15¢
74,57¢
61,29:
41,90¢
41,72(

(1) Based on the closing trading price of the Commoar&hon the applicable exercise or vesting (

Pension Benefits

Value Realizec

on Vesting®
$7,716,34
2,935,401
2,412,05
1,648,81
1,641,66!

Amount of BenefitsThe following table and discussion summarizes menbenefits payable to the named officers undeyuji)legacy
retirement plan qualified under Internal Revenud&8ection 401(a), which permits eligible particifga(including officers) who have
completed at least five years of service to recaipension benefit upon attaining early or norretifement age, and (ii) our nonqualified
supplemental plan, which is designed to pay suppiaah retirement benefits to certain officers inoamts equal to the benefits such officers
would otherwise forego due to federal limitatiomsammpensation and benefits under qualified plresrefer to these particular defined
benefit plans below as our Qualified Plan and aypfiemental Plan, respectively, and as our “PerBlans,” collectively.

Number of

Years of Creditec

14
14
13
13
14
14
14
14
14

Name Plan Name Service
Glen F. Post, Il Quialified Plar
Supplemental Pla
Karen A. Pucket Qualified Plar
Supplemental Pla
R. Stewart Ewing, Ji Qualified Plar
Supplemental Pla
David D. Cole Qualified Plar
Supplemental Pla
Stacey W. Gof Qualified Plar

Supplemental Pla

14

Present
Value of
Accumulated
Benefit (1)

$1,705,80:i
1,863,45
1,042,25
740,75!
1,780,52
759,08t
1,400,67
363,24(
565,06(
314,14:

Payments During

Last Fiscal Year

(1) These figures represent accumulated benefibé Becember 31, 2012 based on several assumpiimhggding the assumption that the
executive remains employed by us and begins rewengtirement benefits at the normal retirementadsh, with such accumulated
benefits being discounted from the normal retirenagye to December 31, 2012 using discount rategmgetween 4.25% to 5.10%. No
adjustments have been made to reflect reductiansresl under any qualified domestic relations cgd8ee Note 8 titled “Employee
Benefite" of the notes to our audited financial statemerthiged inAppendix Afor additional information
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CenturyLink Pension PlansWith limited exceptions specified in the Pensioar?l, we “froze’our Qualified Plan and Supplemental F
as of December 31, 2010, which means that no additimonthly pension benefits have accrued undgr plans since that date (although
service after that date continues to count towaedsing and benefit eligibility and a limited trétienal benefit for eligible participants
continues to accrue through 2015).

Prior to this freezing of benefit accruals, thereggte amount of a participasitotal monthly pension benefit under the Qualifktdn an:
Supplemental Plan was equal to the participanéss/ef service since 1999 (up to a maximum of 30g)emultiplied by the sum of (i) 0.5% of
his final average pay plus (ii) 0.5% of his finakaage pay in excess of his compensation subjedbtial Security taxes, where “final average
pay” was defined as the participant’s average mpmbmpensation during the 60 consecutive montfodesithin his last ten years of
employment in which he received his highest comatms. Effective December 31, 2010, the Qualifi¢gehRand Supplemental Plan were
amended to cease all future benefit accruals uhéesibove formula (except where a collective baiggiagreement provides otherwise). In
lieu of additional accruals under the above-descriformula, each affected participant’'s accruecebeas of December 31, 2010 increases
4% per year, compounded annually through the eai®ecember 31, 2015 or the termination of theigipant's employment.

Under both of these CenturyLink retirement plarsiegrage monthly compensation” is determined baseati@participant’s salary plus
annual cash incentive bonus. Although the retirgrhenefits described above are provided throughrség plans, we have in the past
transferred benefits from the Supplemental PlahedcQualified Plan, and reserve the right to makther similar transfers to the extent alloy
under applicable law. The value of benefits tramsfitto the Qualified Plan, which directly offshetvalue of benefits in the Supplemental F
will be payable to the recipients in the form ohanced annuities or supplemental benefits. There@tbannuities are not part of the normal
retirement benefit and were not impacted by the fileeze.

The normal form of benefit payment under both ef Bension Plans is (i) in the case of unmarrietigigeints, a monthly annuity payat
for the life of the participant, and (ii) in theseaof married participants, an actuarially equinaieonthly annuity payable for the lifetime of the
participant and a survivor annuity payable forlifetime of the spouse upon the participant’s deBtrticipants may elect optional forms of
annuity benefits under each plan and, in the caeedQualified Plan, an annuity that guaranteasytars of benefits, all of which are
actuarially equivalent in value to the normal fosfrbenefit. The enhanced annuities described iptloe paragraph may be paid in the form of
a lump sum, at the participant’s election.

The normal retirement age is 65 under both of #resfon Plans. Participants may receive benefitgemubdth of these plans upon “early
retirement,”which is defined as attaining age 55 with five yeair service. Under both of these plans, the bepafiable upon early terminati
is calculated under formulas that pay between 60%0% of the base plan benefit and 48% to 92%eEekcess plan benefit, in each case
with the lowest percentage applying to early retieat at age 55 and proportionately higher percestagplying to early retirement after age
55. For additional information on early retirembphefits, please see the applicable early retireprewisions of the Pension Plans, copies of
which are filed with the SEC.

Glen Post, Stewart Ewing and David Cole are culyesiigible for early retirement under the Qualdi®lan and Supplemental Plan.

Deferred Compensation

The following table and discussion provides infotimaon our Supplemental Dollars & Sense Plan, Wiscdesigned to permit officers
to defer a portion of their salary in excess ofdh@unts that may be deferred under federal laveigning qualified 401(k) plans.

58



Table of Contents

Non-Qualified Deferred Compensation

Aggregate Aggregate
Balance at Executive CenturyLink Aggregate Balance at
December 31 Contributions Contributions Aggregate Withdrawals/ December 31
Earnings
Name 2011 in 2012(1) in 2012 in 20129(3) Distributions 2012
Glen F. Post, Il $1,776,83! $ 189,06: $ 77,64« $298,67¢ — $2,342,211
Karen A. Pucket 729,65( 68,84( 40,157 100,46 — 939,10¢
R. Stewart Ewing, Ji 609,61: 50,05t 29,84t 76,28¢ — 765,79¢
David D. Cole 467,36¢ 42,36 17,92¢ 88,53¢ — 616,19:
Stacey W. Gof 662,57¢ 43,19¢ 12,06¢ 84,97¢ — 802,82(

(1) All of these amounts in this column reflect trdyutions by the officer of salary paid in 201Xaeported as 2012 salary compensation ir
the Summary Compensation Tat

(2) This column includes our match of the officeztntribution under the terms of the plan. We haflected all of these amounts as 2012
compensation in the column of the Summary Companrsagble labele All Other Compensatio”

(3) Aggregate earnings in 2012 include interestidéinds and distributions earned with respect ferded compensation invested by the
officers in the manner described in the text bel

Under our Supplemental Dollars & Sense Plan, aedfbur senior officers may defer up to 25% oirtisalary in excess of the federal
limit on annual contributions to a qualified 401fkan. For every dollar that participants contrébtd this plan up to 6% of their excess salary,
we add an amount equal to the total matching pé&agerthen in effect for matching contributions mageis under our qualified 401(k) plan
(which for 2012 equaled the sum of all of the aliti% contributed and half of the next 5% contrdal)t All amounts contributed under this
supplemental plan by the participants or us maiybested by the participants in the same broad/afanoney market and mutual funds
offered under our qualified 401(k) plan. Particiflamay change their investments in these fundeyatime. We reserve the right to transfer
benefits from the Supplemental Dollars & Sense Rdasur qualified 401(k) or retirement plans to ehent allowed under Treasury regulati
and other guidance. The value of benefits transfietw our qualified plans directly offsets the \eabof benefits in the Supplemental Dollars &
Sense Plan. Participants in the Supplemental BofiaBense Plan normally receive payment of theipant balances in a lump sum once they
cease working full-time for us.

Potential Termination Payments

The materials below discuss payments and benkétsour officers are eligible to receive if theyr@sign or retire, (ii) are terminated by
us, with or without cause, (iii) die or become tisal or (iv) become entitled to termination bersefdllowing a change of control of
CenturyLink.

Notwithstanding the information appearing below,)ahould be aware that our officers have agreéolrteit 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 ureftain circumstances after termination of
employment. See “Compensation Discussion and ArsatysForfeiture of Prior Compensation” for moreanhation.

Payments Made Upon All TerminationRegardless of the manner in which our employeegleyment terminates prior to a change of
control, they are entitled to receive amounts ehtheing their term of employment (subject to tla¢ential forfeitures discussed above). With
respect to each such terminated employee, suchrdamimgelude his or her:

» salary and earned but unused vacation pay thrdwgtate of termination, payable immediately follogvtermination in cas
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» annual incentive bonus, but only if such employe®ed for the entire bonus period or through trte dach bonus is payable
(unless this service requirement is waiv

» restricted stock that has ves

» benefits accrued and vested under our qualifiedsapglemental defined benefit pension plans, wétyopits generally occurring at
early or normal retirement a

» vested account balance held in our qualified ampglemental defined contribution plans, which thepkayee is generally free to
receive at the time of terminati

» rights to continued health care benefits to thembtequired by lawn
Payments Made Upon Voluntary or Involuntary Termitians. In addition to benefits described under the headmgediately above,
employees involuntarily terminated by us without®a prior to a change of control are also entittedject to certain conditions, to:
» exercise all vested options within 190 days oftérenination dat:
» keep all unvested tin-vested restricted stock if approved by our Compims&ommittee

e acash severance payment in the amount descrilzkt t@ompensation Discussion and Analysis — OthemedBits — Severance
Benefits,” plus the receipt of any short-term inbemnbonus payable under their applicable bonus ptad outplacement assistance
benefits.

None of the benefits listed immediately above agaple if the employee resigns or is terminatectéarse, except that resigning employee:
entitled to exercise their vested options withif tdys and employees terminated for cause coulgestghe Compensation Committee to
accelerate their unvested time-vested restrictmekgtvhich is unlikely to be granted).

Payments Made Upon RetiremerEmployees who retire in conformity with our retiremt plans and policies are entitled, subject to
certain conditions, to:

» exercise all of their options, all of which accekerupon retirement, within three years of thdireenent date
» keep all unvested tin-vested restricted stock if approved by our Compims&ommittee

» payment of their annual incentive bonus (pro rataportion thereof, depending on their retirement

» pos-retirement life, health and welfare bene

» all of the benefits described under the hea— Payments Made Upon All Terminatio”

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

Payments Made Upon Death or Disabilitypon death or disability, officers (or their estgtare generally entitled to (without duplicai
of benefits):

« payments under our disability or life insurancenglaas applicabl

» exercise all of their options, all of which accekerupon death or disability, within two ye.

» keep all of their tim-vested restricted stock, whether vested or unve

» payment of their annual incentive bonus pro rata portion thereof, depending on their date of deattisability
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» continued rights to receive (i) life, health andfare benefits at early or normal retirement agehke event of disabilities of
employees with ten years of prior service, ori{@alth and welfare benefits payable to survivingilele dependents, in the event of
death of employees meeting certain age and semtigérement:

» all of the benefits described under the headingPayments Made Upon All TerminationgXcept that (i) upon death benefits ur
our retirement plans are generally available oalgurviving spouses and (ii) benefits payable totaléy disabled employees under
our nonqualified defined benefit retirement plaresyrbe paid prior to retirement ag

Payments Made Upon a Change of Contridle have entered into agreements that entitle ebohraxecutive officers who are
terminated without cause or resign under certa@tifipd circumstances within certain specified pésifollowing any change in control of
CenturyLink to (i) receive a lump sum cash sevezgrmryment equal to a multiple of such officer's @adrcash compensation (defined as salar
plus the average annual incentive bonus over thethegee years), (ii) receive such officer's cuthegpending bonus goro rataportion thereof,
depending on the date of termination, and (iii)toare to receive, subject to certain exceptiongage welfare benefits for certain specified
periods. See “Compensation Discussion and Analysidther Benefits — Change of Control Arrangemeifids’a description of the benefits
under our change of control agreements.

Under CenturyLink’s above-referenced agreemeritshange in control” of CenturyLink would be deentedoccur upon (i) any person
(as defined in the Securities Exchange Act of 1%@€oming the beneficial owner of 30% or more efdhitstanding Common Shares, (ii) a
majority of our directors being replaced, (iii) sammation of certain mergers, substantial asses salsimilar business combinations, or
(iv) approval by the shareholders of a liquidatiwrdissolution of CenturyLink.

The above-referenced agreements provide the bewefiicribed above if we terminate the officer withcause or the officer resigns with
“good reason,” which we describe further underttbading “Compensation Discussion and Analysis —e©Benefits — Change of Control
Arrangements.” We have filed copies or forms okthagreements with the SEC.

In the event of a change in control of CenturyLiolr pre-2011 benefit plans generally provide, agnotier things, that all restrictions
on outstanding restricted stock will lapse. In &éddi participants in the supplemental defined liepéan whose service is terminated within
two years of the change in control will receiveasit payment equal to the present value of their Ipdmefits (after providing age and service
credits of up to three years if the participarteisninated by us without cause or resigns with thoeason”), determined in accordance with
actuarial assumptions specified in the plan. Geacount balances under our qualified retiremé&rtsgpwill also fully vest upon a change of
control of CenturyLink.

Under the terms of our 2011 Equity Incentive Planentives granted thereunder will not vest, ace¢de become exercisable or be
deemed fully paid unless otherwise provided ingaesste agreement, plan or instrument. None of quitgaward agreements since 2011 have
provided for any such accelerated recognition oieffiess solely upon a change of control. Instead,comrent award agreements provide thai
holder of incentives who is terminated by us or successor without cause or resigns with good refidlowing a change of control will be
entitled to receive full vesting of his or her timested restricted shares and continued rightsrurider her performance-based restricted
shares (on the same terms as if he or she hadeaottbrminated).

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

Type of Termination of Employment (1)

Type of
Termination Involuntary Termination
Termination Upon a

Payment Without Change of

Name @ Cause® Retirement (4) Disability Death Control ®)
Glen F. Post, IlI Annual Bonus $1,767,83¢ $ 1,767,831 $ 1,767,831 $ 1,767,831 $ 1,767,83!
Equity Awards® — 12,097,02 14,417,87 14,417,87 14,417,87
Pension and Welfai® 34,10( — — — 240,05’
Cash Severanc® 4,950,001 — — — 8,141,99:
$6,751,93' $13,864,86 $16,185,700 $16,185,70 $24,567,75
Karen A. Pucket Annual Bonus $ 785,53 — $ 78553t $§ 78553 $§ 785,53
Equity Awards® — — 5,780,19! 5,780,19! 5,780,19!
Pension and Welfai™ 26,30( — — — 46,20(
Cash Severan® 1,341,25! — — — 2,879,96!
$2,153,08! — $ 6,565,731 $ 6,565,731 $ 9,491,809
R. Stewart Ewing, Ji Annual Bonus $ 706,98: $ 706,98 $ 706,98 $ 706,98 $ 706,98:
Equity Awards®) — 3,843,41i 4,628,28 4,628,28 4,628,28
Pension and Welfar” 22,00( — — — 70,47¢
Cash Severan® 1,202,50! — — — 2,588,73!
$1,931,48 $ 4,550,391 $ 5,335,26! $ 5,335,26i $ 7,994,48!
David D. Cole Annual Bonus $ 393,81 $ 393,81 $ 393,81 $ 393,81 $ 393,81
Equity Awards® — 2,738,13! 3,320,461 3,320,46! 3,320,46!
Pension and Welfar” 28,40( — — — 115,75¢
Cash Severanc® 783,75( — — — 1,667,04!
$1,205,96. $ 3,131,95 $ 3,714,27' $ 3,714,27¢ $ 5,497,08!
Stacey W. Gof Annual Bonus $ 394,95¢ — $ 39495¢ $ 394,95¢ $ 394,95
Equity Awards® — — 3,305,95: 3,305,95: 3,305,95:
Pension and Welfai® 28,40( — — — 50,60(
Cash Severanc® 825,00( — — — 1,706,36

(1)

(2)

$1,248,35! — $3,700,91: $ 3,700,91. $ 5,457,87:

All data in the table reflects estimates of ¥atue of payments and benefits assuming the naffieér was terminated on December 31,
2012. The closing price of the Common Shares oh date was $39.12. The table reflects only estisnat@mounts earned or payable
through or at such date based on various assursp#atual amounts can be determined only at the tifrtermination. If a named offic
voluntarily resigns or is terminated with causephahe will not be entitled to any special or éexded benefits, but will be entitled to
receive various payments or benefits that vestéal®¢he termination date. The table reflects pidiépayments based upon a physical
disability; additional benefits may be payablehie event of a mental disabilit

As further described above, upon terminatioermaployment, the named officers may become entitiedceive certain special,
accelerated or enhanced benefits, including, stitjezertain exceptions, the right to receive paytod their annual cash incentive bor
an acceleration under certain circumstances oféléng of their outstanding equity awards, cur@mgnhanced pension and welfare
benefits, or cash severance payments. The tabled®sc(i) payments or benefits made under bitwegkd plans or arrangements gene
available to all salaried full-time employees aiidbenefits, awards or amounts that the officeswatitled to receive prior to termination
of employment
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(3) The amounts listed in this column reflect pagieeo which the named officer would be entitleditmler our executive severance plan if
involuntarily terminated by us without cause. Theoaints listed in this column would not be payabtée officer voluntarily resigns or
terminated for causi

(4) Of the named officers, only Messrs. Post, Ewangd Cole are eligible to retire early under Ceyitink’s defined benefit pension plans
described above under the heading “Executive Cosgigam — Pension Benefits.” The amounts reflecteden the “Retirement” column
do not reflect the amount of lifetime annuity payrsepayable upon early retirement. Assuming eatiyament as of December 31, 2C
Messrs. Post, Ewing and Cole would have been edtitt monthly annuity payments of approximately,$28, $15,263 and $8,745,
respectively, over their lifetimes, some of whiththe case of Mr. Ewing, may be payable to hisuvife-under a qualified domestic
relations order. For further information, see ttigeo footnotes below

(5) The information in this column assumes eachethofficer became entitled at December 31, 201Bddenefits under CenturyLink’s
agreements in existence on such date describec almaer “— Payments Made Upon a Change of Contiodih an involuntary
termination without cause or resignation with goedson. As described further under such headiagadl portion of these benefits will
accrue immediately upon a change of control, rdgastof whether the officer’'employment terminates. All amounts are basecdkweral
assumptions

(6) The information in this row (i) reflects thersdit to the named officer arising out of the aecated vesting of some or all of his or her
restricted stock caused by the termination of egmpknt (or in certain cases a change of controjedaipon the intrinsic method of
valuation, (ii) assumes that the Compensation Cdtaeivould not approve the acceleration of the rmhaofficer’s restricted stock in the
event of an involuntary termination, and (iii) asms that the Compensation Committee would apptoy@c¢celeration of such restricted
stock in the event of the early retirement of MesBost, Ewing or Colt

(7) The information in this row reflects only theeremental benefits that accrue upon an eventrwiination, and excludes benefits that were
vested on December 31, 2012. For information orpteeent value of the named officers’ accumulatehts under our defined benefit
pension plans, see “— Pension Benefits,” and flormation on the aggregate balances of the nanfeztisf non-qualified deferred
compensation, see “— Deferred Compensation.” Akatdd above, the named officer would also beledtib receive a distribution of
his or her 401(k) benefits and various other b-based benefit:

(8) The information in this row excludes, in the casdisability or death, payments made by insurammraganies

DIRECTOR COMPENSATION

Overview

The Board believes that each director who is nqileyed by us (whom we refer to as outside direavonson-management directors)
should be compensated through a mix of cash anitydspsed compensation, which most recently has lgeanted in the form of restricted
stock. The Compensation Committee, consisting @gtof independent directors, has primary respoalitgitbor periodically reviewing and
considering any revisions to director compensafidie Board reviews the Compensation Committee’'smesendations and determines the
amount of director compensation. Since being rethly the Compensation Committee in 2010, Hay Ghagassisted the committee in
reviewing director compensation.

In late 2011, the Compensation Committee concluldatdour director compensation lagged the mediampemsation paid to directors at
peer companies, based on survey data compiledeb@dimmittee’s independent compensation consulBasted on this data, the Board
approved increases in November 2011 in the casleaqnidy compensation payable to our outside dirsc®hortly thereafter, the Board elec
to defer implementation of this increase in thesmlgt directors’ cash compensation until late Ma¥20
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The table and the discussion below summarizes hewompensated our outside directors in 2012.

2012 Compensation of Outside Directors

Fees Earned o

Stock All Other
Name Paid in Cash Awards () Compensation® Total
Current Directors:
Virginia Boulet $ 116,50( $ 114,78 $ — $231,28:
Peter C. Browr 112,25( 114,78: — 227,03
Richard A. Gepharc 79,25( 114,78« 279,39¢ 473,43.
W. Bruce Hank: 137,50( 114,78 5,182 257,46t
Gregory J. McCra 98,75( 114,78« — 213,53«
C. G. Melville, Jr. 110,62! 114,78 — 225,40¢
Fred R. Nichols 102,75( 114,78 3,692 221,22t
William A. Owens 102,75( 314,43t — 417,18t
Harvey P. Perr 195,25( 114,78« 8,27¢ 318,31(
Michael J. Robert 97,25( 114,78: — 212,03
Laurie A. Siege 113,81: 114,78« — 228,59°
Joseph R. Zimme 106,25( 114,78« — 221,03
Former Directors: @
Charles L. Bigg: $ 26,25( $ — $ — $ 26,25(
Edward A. Muellel 24,25( — — 24,25(
James A. Unrul 26,25( — — 26,25(

(1) For purposes of determining the number of ietstil shares to grant to each outside directorCirapensation Committee valued each of
these stock awards to equal $115,000 (or $315/0€tki case of Adm. Owens), based upon the volunightesl average closing price of
our Common Shares over a 15-day trading periochgngiior to the grant date. For purposes of repgttine fair value of these awards in
the table above, however, we valued each granthgsen the closing stock price of our Common Sharethe grant date in accordance
with FASB ASC Topic 718 (formerly SFAS 123(R)). Beegrants vest on May 31, 2013 (subject to acdelraesting in certain limited
circumstances). S¢‘— Cash and Stock Paymel”

(2) The following table sets forth, for each outside=dior, the total number of outstanding shareswksted restricted stock held by then
of December 31, 2012 (excluding equity awards g@ubd certain of the individuals listed below priortheir commencement of service
on our board following the Qwest merger), whichstdaote the only unvested equibased awards held by our outside directors asabf

date:
Unvested
Restricted
Name Stock

Current Directors:
Virginia Boulet 5,541
Peter C. Browr 5,547
Richard A. Gepharc 5,541
W. Bruce Hanks 5,547
Gregory J. McCra 5,541
C. G. Melville, Jr. 5,547
Fred R. Nichols 5,547
William A. Owens 10,70¢
Harvey P. Perr 5,541
Michael J. Robert 4,56¢
Laurie A. Siege 5,541
Joseph R. Zimme 5,541
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Unvested
Restricted

Name Stock

Former Directors: 4

Charles L. Bigg: —
Edward A. Muellel —
James A. Unrul —

For further information on our directors’ skamwnership, see “Ownership of Our Securities —dtiwe Officers and Directors,” and for
information on certain deferred fee arrangementsfeng to Michael J. Roberts, s*— Other Benefit¢

(3) Represents (i) reimbursements for the coshofial physical examinations, including medical trastel expenses for 2012 examinations
and payments made in early 2012 to compensatardatats for taxes payable as a result of receivaigbursements for 2011
examinations or (ii) in the case of Mr. Gephardtympent of the consulting fees specified under “Seations With Related Parties —
Recent Transactions.” Except as otherwise notédisnfootnote, the table above does not refleatefbursements for travel expenses,
(ii) any benefits associated with participatingaereational activities scheduled during boardeads (as described further under the
heading “Compensation Discussion and Analysis —e©OBenefits — Perquisites”) or (iii) 2012 paymetddvir. Biggs and Mr. Unruh of
previously-disclosed deferred board fees earneuablly of them for service as directors of Qwestmigathe date we acquired Qwest (as
described further below under the heac*— Other Benefit”).

(4) Served through May 23, 201

Cash and Stock Payments

Each outside director is paid an annual fee pldtiadal amounts for attending various other baardommittee meetings. These fees
summarized below:

old Rate®) New Rate(®)
Annual fee $ 50,00( $ 65,00(
Fee for attending each regular board mee 2,00¢ 2,00(¢
Fee for attending each special board mee? 2,50( 2,00(
Fee for attending each committee mee 1,50C 2,00(¢
Fee for attending separate director education prog 2,50( 2,00(

@

o The new rate became effective May 24, 2012. Fah&urinformation, se“— Overview”

Includes each day of the Bo’s annual planning sessic

Currently, William A. Owens, in his capacity as fBbairman of the Board, receives supplemental bfeggsl at the rate of $200,000 per
year payable in shares of restricted stock (valisiag the 1-trading day average closing price specified irtfiote 1 of the table appearing
above under “— Overview”). The restricted stockuess to the Chairman during 2012 vests on May 31348ubject to accelerated vesting in
certain limited circumstances). The Board anti@panaking a similar grant to the Chairman in Mag20rhe Chairman’s duties are set forth
in our Corporate Governance Guidelines. See “CatpdBovernance.”

Currently, Harvey P. Perry, in his capacity as eaeeutive Vice Chairman of the Board, receives mpntal board fees at the rate of
$100,000 cash per year. The Board anticipates rgaksimilar payment to Mr. Perry in May 2013. Thiee/Chairmars current duties includ
among others, (i) assisting the Chairman by fatilig communications among the directors and mangdhe activities of the Board’s
committees, (ii) serving at the Chairman’s requesthe board of any company in which we have aastment, (iii) monitoring our strategies
and (iv) performing certain executive successiorctions.
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We pay supplemental board fees to the chairs df ehour committees. These annual supplementablfeass are summarized below:

Old Rate (@) New Rate)
Chair of Audit Committee $ 20,00( $ 25,00(
Chair of Compensation Committ 10,00( 18,75(
Chair of Nominating Committe 10,00( 15,00(
Chair of Risk Evaluation Committe 10,00( 12,50(

@ The new rate became effective May 24, 2012. Fahéurinformation, se“— Overview”

During 2012 the Compensation Committee authorizeth €ontinuing outside director to receive shafd®astricted Stock valued at
$115,000 (valued using the 15-trading day averég@rg price specified in footnote 1 of the tabppeaaring above under “— Overview") that
vest on May 31, 2013 (subject to accelerated vgstirtertain limited circumstances). The Compewsaommittee currently expects to
authorize in May 2013 a grant valued at $115,0@0 tksts after one year, payable to each outsidetdr serving on the day after our 2013
annual meeting.

Other Benefits

Each outside director is entitled to be reimbur@efbr expenses incurred in attending board androittee meetings, (ii) for expenses
incurred in attending director education programd @ii) up to $5,000 per year for the cost of amaal physical examination, plus related
travel expenses. Effective January 1, 2012, weilditad the right of each outside director to benkrirsed for the estimated income taxes
incurred by such director in connection with regaivreimbursement payments for any examination wowyafter such date.

In connection with our 2011 merger with Qwest, wswuaned the Qwest Deferred Compensation Plan forEoployee Directors. Under
this plan, Qwest directors could elect to defepalh portion of their cash directors’ fees, whiatre then converted to a number of “phantom
units” based the value of a share of Qwest stodk, evedit for dividends paid to stockholders “nested” in additional phantom units. Certain
plan balances were distributed to participantbatlose of the merger, but plan balances attiifbeita amounts deferred on or after January 1
2005 by Qwest directors who joined our Board follogvthe merger were converted, based on the mesgdrange ratio, to phantom units
based on the value of a share of CenturyLink comstock. Other than the crediting and “reinvestmeftdividends for outstanding phantom
units, CenturyLink does not make any contributitmsand no additional elective deferrals are paeditinder, this plan. Subject to the terms o
the plan, each participant’s account will be distted as a lump sum in cash as soon as practitdloi@ing the end of his or her service as a
director. Each of Messrs. Biggs and Unruh was &qgiaant in this plan, and received a payout frém plan following his termination of
service on May 23, 2012 ($393,802 and $589,34eawvely). As of December 31, 2012, Mr. Roberts e only remaining participant in
this plan, with a balance of 4,232.52 phantom unite an aggregate value of $165,576 as of suah. dat

We supply company-owned tablets to most of ouridetdirectors for use in reviewing materials posted dedicated portal that permits
management to communicate with the Board.

Our bylaws require us to indemnify our directord affficers so that they will be free from undue cem about personal liability in
connection with their service to CenturyLink. Wevbaigned agreements with each of those individu@ractually obligating us to provide
these indemnification rights. We also provide owectors with customary directors and officers ilipinsurance.
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Directors may use our aircraft in connection witlnpanyrelated business. However, under our aircraft upadjey, neither directors n
their families may use our aircraft for persongddrexcept on terms generally available to atbaf employees in connection with a medical
emergency). We have arranged a charter servicetinatutside directors can use at their cost feir thersonal air travel needs. None of our
directors have used this charter service since.2007

Director Stock Ownership Guidelines

For information on our stock ownership guidelinesdutside directors, see “Corporate Governanceevethance Guidelines — Stock
Ownership Guidelines.”

PERFORMANCE GRAPH

The graph below compares the cumulative total $tedgler return on the Common Shares with the curnvelaotal return of the S&P 500
Index and the S&P Integrated Telecommunicationsxrfdr the period from December 31, 2007 to Decer3thie 2012, in each case assuming
(i) the investment of $100 on January 1, 2008 @dinl prices on December 31, 2007, and (ii) reitmest of dividends.

$150.00
== CanturyLink Inc.
—&— Standard and Poors 500
d— S&P 500 Integrated Telecom Services (1) ] $133.65 F137.85
IR
$120.90
F108.59
$100.00
5100,
£88.44
56647
$50.00 ! : .
2007 2008 2008 2010 2011 2012
December 31
2007 2008 2009 2010 2011 2012
CenturyLink $100.0C $67.2¢ $97.1¢ $133.6¢ $116.2: $137.6¢
S&P 500 Inde) 100.0( 66.47 84.0¢ 96.7¢ 98.7¢ 108.5¢

S&P Telecom Inde® 100.0( 88.4¢ 94.1: 111.8¢ 120.9( 117.1¢

@ The S&P Integrated Telecommunication Services Irmmsists of AT&T Inc., CenturyLink, Frontier Commioations Corporation,

Verizon Communications and Windstream Corporatfidre index is publicly availabl
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TRANSACTIONS WITH RELATED PARTIES

Recent Transactions

In exchange for consulting services rendered o 2012, we paid fees of approximately $279,40Gé&phardt Group Labor Advisory,
LLC. Richard A. Gephardt, one of our directorsthis Chief Executive Officer and President, andiagipal, of Gephardt Group Labor
Advisory, LLC.

During 2012 we paid Michael S. Mueller, a Seniorddtor Portfolio Manager at Savvis, total gross pensation of approximately
$228,550, consisting of approximately $160,124allary, $17,858 in annual incentive bonuses andicesd stock with a grant date fair value
of $50,568. Mr. Mueller is the son of Edward A. Mag a director of ours between April 1, 2011 aidy 23, 2012, and has been an employe
of Sawvis since July 21, 2008.

We are one of the largest employers in Monroe, siana and in several of our other markets, anduals, employ personnel related by
birth or marriage throughout our organization. Salvef our executive officers or directors have fligrmembers employed by us, although,
none of them (other than Michael S. Mueller) eard@tl2 compensation in excess of the $120,000 tbleéshat would require detailed
disclosures under the federal proxy rules.

Review Procedures

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

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

The Securities Exchange Act of 1934 requires oacetive officers and directors, among others,leodertain beneficial ownership
reports with the SEC. During 2012, Glen F. PostKaren A. Puckett, R. Stewart Ewing, Jr., David@ble and Stacey W. Goff filed late Fa
4 reports in connection with vesting of restricsh@res in February 2012.

ADDITIONAL INFORMATION ABOUT THE MEETING

Quorum

Our bylaws provide that the presence at the megitingerson or by proxy, of a majority of the oatsing Voting Shares constitutes a
guorum to organize the meeting.

Vote Required to Elect Directors

Our bylaws provide that each of the eight directmminees will be elected if the number of voteg aafavor of the director exceeds the
number of votes withheld with respect to the divecYou may vote “for"all director nominees or withhold your vote for amme or more of tk
director nominees. If any of the eight directoritsfto receive a majority of the votes cast atrtieeting, our bylaws will require such directol
tender his or her resignation to the Board focdssideration.
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Vote Required to Adopt Other Proposals at the Meetig

With respect to all other items submitted to a \aitthe meeting, the affirmative vote of the hoddef at least a majority of the Voting
Shares present in person or represented by prakemtitled to vote at the meeting is required tprape each such item.

Effect of Abstentions

Shares as to which the proxy holders have beeruatst to abstain from voting with respect to aaytipular matter will be treated under
the Company’s bylaws as not being cast, presergpresented for purposes of such vote. Becauseadiérs must be approved by the holders
of a specified percentage of the votes cast omgdihares present or represented at the meetistgnsibns will not affect the outcome of any
such vote. Shareholders abstaining from voting bélicounted as present for purposes of constitatiqpgorum to organize the meeting.

Effect of Non-Voting

If you properly execute and return a proxy or vgtinstruction card, your shares will be voted ag gpecify. If you are a shareholder of
record and make no specifications on your validlyrsitted proxy card, your shares will be voted agaihe shareholder proposals and in fi
of all other items. If you are a beneficial ownésbares and do not give voting instructions torjianoker, bank or nominee, they will be
entitled to vote your shares only to the extentijgel below.

Under the rules of the New York Stock Exchangekérs who hold shares in street name for customagsvote in their discretion on
matters considered to be “routine” when they haster@ceived voting instructions from beneficial @ Under these rules, brokers who do
not receive such instructions will be entitled tderin their discretion at the meeting with resgedhe ratification of the appointment of the
independent auditor, but will not be entitled tdevin their discretion with respect to any of thleey matters submitted to a vote. If brokers
do not receive voting instructions do not, or canemercise discretionary voting power (a “brokensvote”) with respect to any matter to be
considered at the meeting, shares that are nad wvatkbe treated as present for purposes of ctuistg a quorum to organize the meeting but
not present or cast with respect to considering) snatter. Because all matters to be considerdteaneeting must be approved by the holders
of a specified percentage of the votes cast omgdBhares present or represented at the meetkgrmonvotes will not affect the outcome
any such vote.

Revocations

Shareholders of record may revoke their proxy @nge their votes at any time before their proxyoied at the meeting by giving a
written revocation notice to our secretary, by tyrdelivering a proxy bearing a later date or byivg in person at the meeting. Beneficial
shareholders may revoke or change their votingunogons by contacting the broker, bank or nomithes holds their shares.

Voting by Participants in Our Benefit Plans

If you beneficially own any of our Common Sharesviiyue of participating in any retirement plan@énturyLink, then you will receive
a separate voting instruction card that will enafale to direct the voting of these shares. Thigngpinstruction card entitles you, on a
confidential basis, to instruct the trustees howdte the shares allocated to your plan accourd.plans require you to act as a “named
fiduciary,” which requires you to exercise youringtrights prudently and in the interests of allrpparticipants. Plan participants who wish to
vote should complete and return the voting instoumctard in accordance with its instructions. Ifigect not to vote the shares allocated to
your accounts, your shares will be voted in theespnoportion as voted shares regarding each dfahes submitted to a vote at the meet
Plan participants that wish to revoke their votimgtructions must contact the trustee and foll@pitocedures.
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Cost of Proxy Solicitation

We will pay all expenses of soliciting proxies the meeting. Proxies may be solicited personaiiymhil, by telephone or by facsimile
by our directors, officers and employees, who niit be additionally compensated therefor. We wilbaequest persons holding Voting Shi
in their names for others, such as brokers, banétther nominees, to forward materials to thdéimgypals and request authority for the
execution of proxies, and we will reimburse themtfeir expenses incurred in connection therewite.have retained Innisfree M&A
Incorporated, New York, New York, to assist in fwdicitation of proxies, for which we will pay Insfree fees anticipated to be $15,000 and
will reimburse Innisfree for certain of its out-pécket expenses.

Other Matters Considered at the Meeting

Management has not timely received any noticealsdtareholder desires to present any matter fammaat the meeting in accordance
with our bylaws (which are described below in “QtMatters — Shareholder Nominations and Proposalthe 2014 Annual Meeting —
Other Proposals and Nominations”) other than tleedtolder proposals described in this proxy statenaad is otherwise unaware of any
matter to be considered by shareholders at theimgeather than those matters specified in the apamying notice of the meeting. Our proxy
and voting instruction cards, however, will condiéscretionary voting authority with respect to artger matter that may properly come before
the meeting. It is the intention of the persons editerein to vote in accordance with their bedtjjuent on any such matter.

Conduct of the Meeting

The Chairman has broad responsibility and legdiaity to conduct the meeting in an orderly andeliyymanner. This authority includes
establishing rules for shareholders who wish taeskithe meeting. Copies of these rules will béabla at the meeting. The Chairman may
also exercise broad discretion in recognizing di@lders who wish to speak and in determining trere>of 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 who wishgseak on an item of business will be able tsalo

You will not be permitted to bring audio visual ggument, ampliphones or posters into the meeting r&gerve the right, to be exercised
in our discretion, to admit guests, such as lootitipians or the press, into the meeting.

Postponement or Adjournment of the Meeting

The Chairman may postpone or adjourn the meetiogr Yroxy will still be valid and may be voted hetpostponed or adjourned
meeting. You will still be able to change or revgkeir proxy until it is voted.

OTHER MATTERS

Shareholder Nominations and Proposals for the 2014nnual Meeting

Proxy Statement Proposaldn order to be eligible for inclusion in our 20frbxy materials pursuant to the federal proxysusny
shareholder proposal to take action at such meatimg} be received by our Secretary by Decembe2dT3, and must comply with applicable
federal proxy rules.

Other Proposals and Nominationsln addition, our bylaws require shareholderautmifsh timely written notice of their intent to
nominate a director or bring any other matter betoshareholders’ meeting, whether or not they ¥gshclude their proposal in our proxy
materials. In general, notice must be receivedurySecretary between November 23, 2013 and FebR1ar014 and must contain specified
information
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concerning, among other things, the matters torbedht before such meeting and concerning the Bblter proposing such matters. (If the
date of the 2014 annual meeting is more than 38 daglier or later than May 22, 2014, notice mestdreived by our Secretary within 15 d
of the earlier of the date on which notice of soweting is first mailed to shareholders or pubigckhsure of the meeting date is made.) For
additional information on these procedures, segfi@@te Governance — Director Nomination Process.”

These advance notice bylaw provisions are in amditd, and separate from, the requirements thiaaigholder must meet in order to
have a proposal included in our proxy materialseuride rules of the SEC.

Proxies granted by a shareholder will give disoretry authority to the proxy holders to vote on amatters introduced pursuant to the
above-described advance notice bylaw provisiortgestito applicable rules of the SEC.

You may obtain a copy of our bylaws by reviewing eports filed with the SEC, by accessing our viteket www.centurylink.com or
by contacting our Secretary in the manner specbiddw.

Proxy Materials

Most shareholders will receive only a written netaf how to access our proxy materials, and willneceive printed copies of the proxy
materials unless requested. If you would like teree a paper copy of our proxy materials, you &héallow the instructions for requesting 1
materials in the notice.

The full set of our materials include:
» the notice and proxy statement for the meet
e aproxy or voting instruction card, a

e our 2012 annual report furnished in the followimgtparts: (1) our 2012 Financial Report, which d¢butesAppendix Ao this
proxy statement, and (2) our 2012 Review and ’'s Message, prepared as a separate bo

Our 2012 annual report is not a part of our pradficing materials.

Annual Financial Report

Appendix Ancludes our Annual Financial Report, which is epted from portions of our Annual Report on FormKL€or the February
year ended December 31, 2012 that we filed wittSbeurities and Exchange Commission on March 132@laddition, we have provide

you with a copy of or access to a separate botikkxd 2012 Review and CE's Message. Neither of these documents is a pantiioproxy
soliciting materials.

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

You may view online this proxy statement and relateterials at www.envisionreports. com/ctl

M%
Stacey W. Goff
Secretary

By Order of the Board of Directors

Dated: April 9, 2013
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INDEX TO FINANCIAL ANNUAL REPORT
December 31, 2012

The materials included in this Appendix A are egtat from Items 5, 6, 7 and 8 of our Annual ReporForm 10-K for the year ended
December 31, 2012, which we filed with the Seasritind Exchange Commission on March 1, 2013. Pessé¢éhe Form -K for additional
information about our business and operations.

Information on our Trading Price and Divider A-3
Selected Financial Da A-4
Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior A-6
Consolidated Financial Statements and Supplemebiaty A-39
Report of Managemel A-39
Report of Independent Registered Public Accourfding A-4Q
Report of Independent Registered Public Accourfding A-41
Consolidated Statements of Operati A-42
Consolidated Statements of Comprehensive (Losg)ie A-43
Consolidated Balance She A-44
Consolidated Statements of Cash Fl¢ A-45
Consolidated Statements of Stockhol’ Equity A-46
Notes to Consolidated Financial Statem A-47

* All references t¢‘Note¢” in this Appendix A refer to these Not¢
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INFORMATION ON OUR TRADING PRICE AND DIVIDENDS

Our common stock is listed on the New York Stockliange (“NYSE”) and the Berlin Stock Exchange anttaded under the symbol
CTL and CYT, respectively. The following table stgh the high and low reported sales prices @NN SE along with the quarterly

dividends, for each of the quarters indicated.

Sales Prices
High Low

2012

First quartel $40.5¢ 36.2¢
Second quarte 39.8¢ 36.91
Third quartel 43.4: 38.9¢
Fourth quarte 40.4¢ 36.52
2011

First quartel $46.7¢ 39.4¢
Second quarte 43.4¢ 38.6¢
Third quartel 41.3: 31.7¢
Fourth quarte 38.01 31.1¢

Common stock dividends during 2012 and 2011 weie gech quarter. On February 26, 2013, our Boafdifctors declared a common

stock dividend of $.54 per share.

As described in greater detail in Item 1A of oumiial Report on Form 10-K for the year ended Decer8be2012, the declaration and
payment of dividends is at the discretion of oun&bof Directors, and will depend upon our finahoésults, cash requirements, future

prospects and other factors deemed relevant bi3oard of Directors.

At February 15, 2013, there were approximately Q88 stockholders of record although there wereifsigimtly more beneficial holders
of our common stock. At February 15, 2013, theiokpstock price of our common stock was $33.02.
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SELECTED FINANCIAL DATA

The following table of selected consolidated finahdata should be read in conjunction with andcaralified by reference to the
consolidated financial statements and notes thamddhe accompanying “Management’s Discussionfaradysis of Financial Condition and
Results of Operations” in Iltems 8 and 7, respeltjvaf our Annual Report on Form 10-K for the yesrded December 31, 2012.

The table of selected financial data shown belodeisved from our audited consolidated financiatestnents. These historical results are
not necessarily indicative of results that you e&pect for any future period.

The results of operations include Savvis for pesiafter July 15, 2011, Qwest for periods after Apr2011 and Embarq for periods after
July 1, 2009.

Selected financial information from the consolidhstatements of operations data is as follows:

Years Ended December 31(1)
2012 2011 2010 2009 2008
(Dollars in millions, except per share amount:
and shares in thousands

Operating revenue $ 18,37¢ 15,35 7,04: 4,97¢ 2,60(
Operating expense 15,66: 13,32¢ 4,98 3,741 1,87¢
Operating incom: $ 2,718 2,02¢ 2,06( 1,23: 721
Income before income tax exper 1,25( 94¢ 1,531 813 561
Net income 771 57z 94¢ 647 36€
Basic earnings per common sh 1.2t 1.07 3.1: 3.2t 3.5¢
Diluted earnings per common shi 1.2¢ 1.07 3.13 3.2¢ 3.52
Dividends declared per common sh 2.9C 2.9C 2.9C 2.8C 2.167¢
Weighted average basic common shares outstal 620,20! 532,78( 300,61¢ 198,81 102,26¢
Weighted average diluted common shares outstat 622,28! 534,12: 301,29 199,05 102,56(

(1) See “Management’s Discussion and Analysis n&fcial Condition and Results of Operations—ResiflQperations” in Item 7 of our
Annual Report on Form 10-K for the year ended Ddmem31, 2012 for a discussion of unusual itemsctffg the results for the years
ended December 31, 2012, 2011 and 2

Selected financial information from the consolidbbalance sheets is as follows:

December 31

2012 2011 2010 2009 2008

(Dollars in millions)
Net property, plant and equipme $19,03: 19,44 8,75¢ 9,097 2,89¢
Goodwill 21,73 21,73: 10,26: 10,25: 4,01¢
Total asset 54,02( 56,04« 22,03¢ 22,56 8,25¢
Total lon¢-term debi® 20,60¢ 21,83¢ 7,32¢ 7,75¢ 3,31t
Total stockholder equity 19,28¢ 20,82% 9,64 9,46 3,16¢

(1) Total long-term debt is the sum of current miéis of long-term debt and long-term debt on comsolidated balance sheets. For total
obligations, see “Management’s Discussion and Asialgf Financial Condition and Results of Operatief-uture Contractual
Obligation¢” in Item 7 of our Annual Report on Form-K for the year ended December 31, 2C

A-4



Table of Contents

Selected financial information from the consolidbs¢atements of cash flows is as follows:

Years Ended December 31

2012 2011 2010 2009 2008
(Dollars in millions)
Net cash provided by operating activit $ 6,06¢ 4,201 2,04¢ 1,57¢ 853
Net cash used in investing activiti (2,690 (3,647 (859 (67S) (389
Net cash used in financing activiti (3,29%) (677 (1,179 (97€) (255
Payments for property, plant and equipment andal@g®d software (2,919 (2,41) (869) (755) (287)
The following table presents certain selected clidsi®@d operating data as of the following dates:
December 31
2012 2011 2010 20090 2008
(in thousands)
Broadband subscribe® 5,84¢ 5,652 2,34¢ 2,18¢ 62€
Access linet 13,74¢ 14,58: 6,48¢ 7,028 2,02¢

(1) In connection with our Qwest acquisition on ifr 2011, we acquired approximately 9.0 milli@ephone access lines and
approximately 3.0 million broadband subscrib
(2) In connection with our Embarqg acquisition otyJy 2009, we acquired approximately 5.4 milli@ephone access lines and

approximately 1.5 million broadband subscrib

(3) Broadband subscribers are customers that psedhigh-speed Internet connection service throlgin éxisting telephone lines and fiber-

optic cables. During the second quarter of 2012updated our methodology for counting broadbandauiers to include residential,
business and wholesale subscribers instead ofresiglential and small business subscribers. We festated our previously reported

amounts to reflect this chan
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Certain statements in this Appendix A constituteviird-looking statements. See “Special Note ReggrBfiorward-Looking Statements”
in Item 1 of our Annual Report on Form 10-K for tyear ended December 31, 2012 for factors reldtiniese statements and “Risk Factors”
in Item 1A of our Annual Report on Form 10-K foetliear ended December 31, 2012 for a discussioartdin risk factors applicable to our
business, financial condition and results of openst

Overview

We are an integrated communications company engag@arily in providing an array of communicatioservices to our residential,
business, governmental and wholesale customersc@dumunications services include local and longatlise, network access, private line
(including special access), public access, broadibdata, managed hosting (including cloud hostiaglpcation, wireless and video services
certain local and regional markets, we also prolédal access and fiber transport services to ctithgelocal exchange carriers and security
monitoring. We strive to maintain our customer tielaships by, among other things, bundling our serefferings to provide our customers
with a complete offering of integrated communicasicervices.

At December 31, 2012, we operated approximately @8llion access lines in 37 states, served appratély 5.8 million broadband
subscribers, and operated 54 data centers throtijfooth America, Europe and Asia. During 2012, weated our methodology for counting
broadband subscribers to include residential, lessimnd wholesale subscribers instead of onlyeesa and small business subscribers. We
have restated our previously reported amountsftectahis change. For purposes of counting ouessdines, we include only those access
lines that we use to provide services to exteraalamers and exclude lines used solely by us andftiliates. Our counting methodology also
excludes unbundled loops and includes st@ode broadband subscribers. Our methodology fonting access lines may not be comparak
those of other companies.

Our consolidated financial statements include ttemants of CenturyLink, Inc. (“CenturyLink”) andsitajority-owned subsidiaries.
These subsidiaries include SAVVIS, Inc. (“Savvia¥) of July 15, 2011 and Qwest Communications laténal Inc. (“Qwest”) as of April 1,
2011. See Note 2—Acquisitions to the consolidatearfcial statements in Item 8 of our Annual Reporform 10-K for the year ended
December 31, 2012. Due to the significant sizénes¢ acquisitions, direct comparisons of our resiflbperations for the years ended
December 31, 2012, 2011 and 2010 to prior periogl$eas meaningful than usual. We discuss belodeufResults of Operations—Segment
Results”, certain trends that we believe are siggnilt, even if they are not necessarily materidhtocombined company.

In the discussion that follows, we refer to ther@mental business activities that we now operaterasult of the Savvis acquisition and
the Qwest acquisition as “Legacy Savvis” and “Lgg@Qevest”, respectively. References to “Legacy Ceyitimk”, when used in reference to a
comparison of our consolidated results for the yesmded December 31, 2012 and 2011, mean the bssigeoperated prior to the Qwest and
Sawvis acquisitions. Due to the magnitude of ouen¢ acquisitions in relation to Legacy CenturyLoperations, in the combined company
variance discussions below we have separatelyctetiehe impacts of both the Legacy Qwest and Le§awvis operations for enhanced
visibility, although we actively manage the comlircmmpany through our four segments, as discussdtef below.
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We have incurred operating expenses related taaguisitions of Savvis in July 2011, Qwest in A@@11 and Embarg in July 2009.
These expenses are reflected in cost of serviadpraaucts and selling, general and administraik@enses in our consolidated statements of
operations as summarized below.

Years Ended December 31
2012 2011 2010
(Dollars in millions)

Cost of services and produc

Integration and other expenses associated withigitiqns $ 22 43 37
Severance expenses, accelerated recognition af-blased awards and retention

compensation associated with acquisiti — 24 12
Total $ 22 67 49

Selling, general and administrati\

Expenses incurred to effect acquisitic $ — 79 13
Integration and other expenses associated withigitiqns 25 172 64
Severance expenses, accelerated recognition af-blased awards and retention

compensation associated with acquisiti 36 14¢ 19
Total $ 61 40C 96

This table does not include costs incurred by QweS&avvis prior to being acquired by us. Basedument plans and information, we
estimate, in relation to our Qwest acquisitionakattegration, severance and retention expensies lietween $600 million to $700 million
(which includes approximately $464 million of curative expenses incurred through December 31, 281@pur capital expenditures
associated with integration activities will appnmete $200 million (which includes approximately $68lion of cumulative capital
expenditures incurred through December 31, 2012) aWicipate that the amount of our integrationtcosfuture years will vary substantially
based on integration activities conducted durirgg¢hperiods and could in certain cases be significaigher than those incurred by us during
the year ended December 31, 2012.

For several years prior to 2011, we reported ogratons as a single segment. However, in 201dgmmection with our acquisitions of
Qwest on April 1, 2011 and Savvis on July 15, 2044 reorganized our business into the followingrapeg segments:

. Regional market<Consisted primarily of providing products and seesi to residential consumers, small to medium-sized
businesses and regional enterprise custor

. Business marketConsisted primarily of providing products and seeg to enterprise and government custon
. Wholesale marketConsisted primarily of providing products and seegi to other communications providers;
. Sawvis operationg€onsisted primarily of providing hosting and netlweervices primarily to business customers proviged
Legacy Sawvis
In the second quarter of 2012, in order to morectiffely deploy the strategic assets acquired f@west and Savvis and to better serve
our business and government customers, we resteaictwr business into the following operating segisie

. Regional marketsConsists primarily of providing strategic and legacoducts and services to residential consumeate and loce
governments, small to medium-sized businesses raedpeise customers that in each case are locaa@dynwithin one of our six
regions. Our strategic products and services afftvéhese customers include our private line, éhaad, MPLS, hosting, video
services, and wireless services. Our legacy sexwffered to these customers consist primarilyoo#él and lon-distance service
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. Wholesale market€onsists primarily of providing strategic and legacoducts and services to other domestic andriatemal
communications providers. Our strategic productsservices offered to these customers are mainhaterline (including special
access) and MPLS. Our legacy services offereddseticustomers include UNEs which allow our whokesaktomers the use of |
network or a combination of our network and theunanetworks to provide voice and data servicefédr tustomers, longistance
and switched access servic

. Enterprise marke—network Consists primarily of providing strategic and legaetwork communications products and service
national and international enterprise and goverrroestomers. Our strategic products and servideseaf to these customers
include our private line, broadband, MPLS and mgsservices. Our legacy services offered to thastomers consist primarily of
local and lon-distance services; al

. Enterprise marke—data hostingConsists primarily of providing colocation, manadmexting and cloud hosting services to
national and international enterprise and goverrroestomers

Due to system limitations, we have determined ithatimpracticable to report 2010 segment infolimratising our segment structure
described above. As such, only 2011 financial Hatbeen revised under our segment structure Hedabove.

We now report financial information separately éaich of these segments; however, our segment iafammdoes not include capital
expenditures, total assets, or certain revenueggnehses that we manage on a centralized baseramaly reviewed by our chief operating
decision maker (“CODM”) on a consolidated basisr €@gment results are not necessarily indicatith@fesults of operations that our
segments would have achieved had they operatddras-alone entities during the periods presentedaHditional information about our
segments, see Note 13—Segment Information to theatidated financial statements in Iltem 8 of ounAal Report on Form 1B-for the yea
ended December 31, 2012 and “Results of Operati@egment Results” below.

On January 3, 2013, we announced a reorganizationramperating segments. Consequently, beginniitiy tive first quarter of 2013, we
will report the following four segments in our cofidated financial statements: consumer, busings|esale and data hosting. The primary
purpose of the reorganization is to strengtherfacus on the enterprise business market while goimg our commitment to our hosting and
consumer customers. The reorganization combindedrsssales and operations functions that resid#tki enterprise markets—network
segment and the regional markets segment intoavebisiness segment. The remaining customers sdrigicthe regional markets segment
will become the new consumer segment. Our wholesal&ets and enterprises markets—data hosting segmél not be impacted by the
organizational realignment.
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RESULTS OF OPERATIONS

The following table summarizes the results of camsolidated operations for the years ended DeceBihet012, 2011 and 2010. Our
operating results include operations of Savvigpkmiods after July 15, 2011 and Qwest for peridtes &pril 1, 2011.

Years Ended December 31
2012 2011 2010
(Dollars in millions except
per share amounts)

Operating revenue $18,37¢ 15,35 7,04z
Operating expenst 15,66 13,32¢ 4,98z
Operating incom: 2,71z 2,02t 2,06(
Other income (expens (1,469 (1,077) (529
Income tax expens 473 e 583
Net income $ 777 573 94¢

Basic earnings per common sh $ 1.2t 1.07 3.1z

Diluted earnings per common shi $ 1.2t 1.07 3.1z

Due to our acquisitions of Qwest on April 1, 20ht&avvis on July 15, 2011, our 2012 operatinglteseflect a full year of Qwest’s
and Savvis’ results, as compared to our 2011 dperagsults, which reflect only nine months of Qti®sperating results and five and a half
months of Savvis’ operating results.

The increase in net income in 2012 was primarily ttuthe 2012 period containing a full year of Qugegperating results compared to
the 2011 period only containing nine months aniaificant decrease from 2011 in the amount of &itjon, severance and integration
expenses resulting from our recent acquisitionprasented in the table under the “Overview” sectibove. The lower levels of net income in
2011 as compared to 2010 were primarily due toeim®ed acquisition, severance and integration egpattributable to the April 1, 2011
acquisition of Qwest. The post-acquisition operaiof Legacy Savvis and Legacy Qwest, which indiuslgbstantial severance and integratiol
expenses and significant acquisition accountingsidjents to depreciation and amortization expeasedon valuation estimates, did not
contribute significantly to our consolidated natdme in 2011. See Note 2—Acquisitions and Note 3-edddll, Customer Relationships and
Other Intangible Assets to the consolidated finalngtiatements in Item 8 of our Annual Report omfr&0-K for the year ended December 31,
2012. Within our Legacy CenturyLink business, giowrt strategic services revenues (which we desdéutiber below) did not fully offset
lower revenues from other services and productthéu contributing to decreases in consolidatedregtme.

Diluted earnings per common share in 2012 was hitjtam 2011 as a result of increased net incom2daR. Diluted earnings per
common share in 2011 was substantially lower tharamounts for the corresponding period of 2010tdwecreases in net income, as well a
increases in the weighted average number of oulistgrtommon shares. The increase in the weightethge number of outstanding common
shares during 2012 and 2011 was primarily attribletto the issuance of approximately 294 millioargls in connection with the Qwest
acquisition on April 1, 2011 and the issuance gfrapimately 14.3 million shares in connection wiitle Savvis acquisition on July 15, 2011.

The following table summarizes our broadband sulbers, access lines and number of employees:

As of December 31
2012 2011 2010
(in thousands)

Operational metrics

Broadband subscribe 5,84¢ 5,65¢ 2,34¢
Access line: 13,74¢ 14,58¢ 6,48¢
Employees 47.C 49.2 20.2
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During the second quarter of 2012, we updated athadology for counting broadband subscribers ¢tutte residential, business and
wholesale subscribers instead of only residentidlsmall business subscribers. We have restatepreviously reported amounts to reflect

change.

During the last several years, we have experiereeghue declines primarily due to declines in agtiegs, intrastate access rates and
minutes of use. Prior to our acquisition, Qwest aperienced similar declines in its revenues. Tiigate these declines, we remain focused
on efforts to, among other things:

promote lon-term relationships with our customers through bungdbf integrated service

provide new services, such as video, cloud hostiranaged hosting, colocation and other additiosalises that may become
available in the future due to, among other thigtvances in technology or improvements in ouastfiucture

provide our broadband and premium services to lagnigercentage of our custome
pursue acquisitions of additional assets if aviglal attractive price:

increase usage of our networks; i

market our products and services to new custor

Operating Revenues

We currently categorize our products, servicesramdnues among the following four categories:

Strategic serviceswhich include primarily broadband, private linec{uding special access which we market to whddeaad
business customers who require dedicated equipiméransmit large amounts of data between site8)L.$(which is a data
networking technology that can deliver the quatityservice required to support real-time voice gitgo), hosting (including cloud
hosting and managed hosting), colocation, Etheuigp (including resold satellite and our facdigibased video services), VolP
and Verizon Wireless service

Legacy service, which include primarily local, long-distance, sefied access, public access, ISDN (which usesaetglephone
lines to support voice, video and data applicadioasd WAN services (which allows a local commutiaas network to link to
networks in remote locations

Data integration, which includes the sale of telecommunicationsmgent to customers for use on their premises aladed
professional services, such as network manageinstd|lation and maintenance of data equipmentbariiding of proprietary
fiber-optic networks for our government and businessotnsts; ant

Other revenuesyhich consists primarily of USF revenue and surghar Unlike the first three revenue categoriesrothvenues
are not included in our segment reveni

The following table summarizes our operating rewenunder our current revenue categorization whsigirésented in a manner that we
believe will be useful for understanding the retevaends affecting our business:

Years Ended

December 31 Increase (Decrease
2012 2011 CenturyLink Qwest Savvis Total
(Dollars in millions)
Strategic service $ 8,361 6,262 307 1,207 585  2,09¢
Legacy service 8,28 7,672 (633 1,24¢ — 61%
Data integratior 672 537 19 11€ — 13t
Other 1,05¢ 88C 44 132 — 17¢€
Total operating revenut $18,37¢  15,35! (26%) 2,70% 585  3,02¢
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During 2012, operating revenues attributable ttaieproducts and services were reclassified fregaty services to strategic services.
Due to system limitations, we have determined ithahpracticable to restate 2010’'s operating reesrto conform to our current revenue
categorization. For comparability purposes, we hagkided our operating revenues for the years éerember 31, 2011 and 2010 undel
prior revenue categorization:

Years Ended

December 31 Increase (Decrease
2011 2010 CenturyLink Qwest Savvis Total
(Dollars in millions)
Strategic service $ 6,25¢ 2,04¢ 15C 3,572 48  4,20¢
Legacy service 7,68( 4,28¢ (483 3,87¢ — 3,39
Data integratior 537 15¢ (23 40z — 37¢
Other 88C 547 (24) 357 — 332
Total operating revenut $15,35: 7,042 (380) 8,20¢ 48z  8,30¢

Our operating revenues increased substantiallpin B012 and 2011 as compared to 2011 and 201f:ateely, due to our acquisitions
of Qwest on April 1, 2011 and Savvis on July 151 PQTotal operating revenues increased $3.02%billh 2012 as compared to 2011 and
increased $8.309 billion in 2011 as compared td28% reflected in the chart above, our acquisgiohQwest and Savvis contributed
incremental operating revenues (net of intercommimyinations) of $2.7 billion and $585 million,sectively, to our 2012 revenues. Legacy
CenturyLink operating revenues decreased $263amjltbr 1.7%, in 2012 and $380 million, or 5.4%2011 as compared to the prior year
period. These decreases were primarily attributatbieclines in legacy services revenues, whidectfd the continuing loss of access lines ir
our markets. At December 31, 2012, we had 13.74i&maccess lines, of which 8.055 million wereliegacy Qwest's markets. Access lines
in our Legacy CenturyLink markets declined to 5.688ion at December 31, 2012 from 6.051 millionzdcember 31, 2011, a decrease of
5.93% during 2012, and were 6.489 million at Decen#d, 2010, a decrease of 6.75% during 2011. Weveethe decline in the number of
access lines was primarily due to the displacerogtraditional wireline telephone services by otbempetitive products and services. We
estimate that our access lines loss will be betvieé¥ and 5.9% in 2013. Our legacy services revemgze also negatively impacted in 2012
by the continued reduction in access revenues amiincied migration of customers to bundled serwiterings at lower effective rates. The
decreases in our legacy services revenues welallyanffset by higher revenues from strategic sgas revenues. Ethernet, MPLS, Internet
Protocol Television (“IPTV”), VolP and broadband\sees accounted for a majority of the growth iratgic services revenues.

We are aggressively marketing our strategic sesviceluding our data hosting services) and dategiation to offset the continuing
declines in our legacy services revenues. We beliew recent acquisitions of Savvis and Qweststi#ngthen our ability to achieve this goal.

Further analysis of our operating revenues by segmerovided below in “Segment Results.”

Operating Expenses
Our current definitions of operating expenses arfobows:

. Cost of services and products (exclusive of deptieei and amortizationgre expenses incurred in providing products andcses
to our customers. These expenses include: empi®yated expenses directly attributable to operadimdy maintaining our network
(such as salaries, wages, benefits and profesdiees); facilities expenses (which include thirdtpaelecommunications expenses
we incur for using other carriers’ networks to pdevservices to our customers); rents and utilggsenses; equipment sales
expenses (such as data integration and modem eg)enests for universal service funds (“USF”) (g¥hare federal and state
funds that are established to promote the avaitgl
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of telecommunications services to all consumersatonable and affordable rates, among other thamgisto which we are often
required to contribute); and other expenses direethted to our network and hosting operatit

. Selling, general and administrative expenaescorporate overhead and other operating expefisese expenses include:
employee-related expenses (such as salaries, watgraal commissions, benefits and professioneg)eirectly attributable to
selling products or services and employee-relaxpéeses for administrative functions; marketing addertising; taxes (such as
property and other taxes) and fees; external cosiamis; bad debt expense; and other selling, geaathhdministrative expens:

These expense classifications may not be compat@aliese of other companies.

During 2012 and 2011, our operating expenses isertaubstantially in comparison to 2011 and 20ifgrily due to our acquisitions
Qwest and Savvis.

The following tables summarize our operating exgens

Years Ended

December 31 Increase (Decrease
2012 2011 CenturyLink Qwest Savvis Total
(Dollars in millions)
Cost of services and products (exclusive of depteei and amortizatior $ 7,63¢ 6,32¢ (73) 1,08: 30t 1,31«
Selling, general and administrati 3,24¢ 2,97¢ (367) 482 152 26¢
Depreciation and amortizatic 4,78( 4,02¢ (149) 741 162 754
Total operating expens $15,66¢  13,32¢ (589  2,30¢ 62C 2,33
Years Ended
December 31, Increase (Decrease
2011 2010 CenturyLink Qwest Savvis Total
(Dollars in millions)
Cost of services and products (exclusive of depteei and amortizatior $ 6,32¢ 2,54¢ (4) 3,52t 262 3,781
Selling, general and administrati 2,97¢ 1,004 60 1,791 12C 1,971
Depreciation and amortizatic 4,02¢ 1,43¢ 72 2,394 12¢€ 2,592
Total operating expens $13,32¢ 4,98 12¢ 7,70¢ 50¢ 8,34

The acquisitions of Qwest and Savvis largely conted to the increase in total operating expent82.837 billion in 2012. Excluding
the effects of Legacy Qwest and Legacy Savvis esggrtotal operating expenses in 2012 decreasédrfign, or 4.4%, due primarily to
decreases in employeelated expenses, severance and integration expezlaéing to our recent acquisitions and depririatnd amortizatio
expense. The increase in total operating experfsk® 844 billion in 2011 was largely attributabethe inclusion of $7.7 billion in post-
acquisition Legacy Qwest operating expenses (niett@fcompany eliminations) in our consolidatedragiag expenses. In addition, the
acquisition of Savvis on July 15, 2011 increasedoomsolidated operating expenses for 2011 by $5ilbn. As discussed in the “Overview”
section, our operating expenses for 2012, 20112840 included substantial severance and integratsts related to the Qwest, Savvis and
Embarq acquisitions as well as significant acgioisibccounting adjustments to depreciation and tinadion expense. See Note 2—
Acquisitions and Note 3—Goodwill, Customer Relasibips and Other Intangible Assets to the consa@aifihancial statements in Item 8 of
our Annual Report on Form 10-K for the year ended@nber 31, 2012. Excluding the effects of Legaae§ and Legacy Savvis expenses,
total operating expenses in 2011 increased $124®&mibr 2.6%, due primarily to integration costsaciated with the Qwest acquisition and
increased costs of providing our facilities-basetbw services to more customers.
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For the year ended December 31, 2012, Legacy Gerkrcost of services and products (exclusive @bréciation and amortization)
were slightly lower as compared to 2011. Duringytear, we experienced decreases in severanceesaad wages and related benefits, w
were partially offset by increases in customer pserequipment and maintenance costs, network egpand contractor costs. Cost of service
and products for Legacy CenturyLink operations vedatively unchanged in 2011. For 2011, $55 milladrhigher costs of services and
products associated with providing our facilitiessed video service were substantially offset bg&fillion decrease in salaries and benefits
and a $20 million decrease in facilities costs eisged with the migration of legacy Embarq longtaiee traffic to our internal networks.

Legacy CenturyLink selling, general and adminisieaexpenses decreased $367 million, or 2.8%,0422s compared to 2011, while
selling, general and administrative expenses ise&$60 million, or 6.0%, for 2011 as compareddd®@ The decrease in 2012 primarily was
due to a decrease in severance and integratiomsepeelating to our recent acquisitions, as vl decrease in salaries, wages, and emp
benefits due to a reduction in headcount. Foretiiqols presented, our expenses include signifttansaction, severance and integration
expenses related to the Qwest, Savvis and Embgrgsitions (see table in “Overvievebove). Changes in the timing and amount of Qwed
Savvis integration expenses resulted in a net@serén Legacy CenturyLink’s 2011 selling, general administrative expenses compared to
2010. This increase was partially offset by a deseeof $33 million in 2011 in operating taxes, whigere primarily due to favorable property
tax and transaction tax settlements. In additior2d11 we had a decrease of $20 million in comp@rsaxpenses, which were primarily du
workforce reductions and lower pension expense.

Effective January 1, 2012, we changed our ratespitalized labor as we transitioned certain of @gdegacy systems to our historical
company systems. This transition resulted in ameséd $40 million to $55 million increase in th@m@unt of labor capitalized as an asset
compared to the amount that would have been ciggithif Qwest had continued to use its legacy sgstand a corresponding estimated
$40 million to $55 million decrease in operatingperses for the year ended December 31, 2012. Thoetien in expenses described above
of tax, increased net income approximately $25iomlto $34 million, or $0.04 to $0.05 per basic @ildted common share, for the year ende
December 31, 2012.

Excluding the effects of the acquisitions of Qwestl Savvis, depreciation and amortization expemskdgacy CenturyLink decreased
$149 million, or 3.7%, due to annual updates ofdepreciation rates for capitalized assets andu&ofeperiod accounting adjustment, partii
offset by net growth in capital assets. Deprecmtind amortization for Legacy CenturyLink increa$&@ million, or 5.0%, in 2011 primarily
due to higher levels of property, plant and equiphaad an out-of-period accounting adjustment cbedkin 2012.

Further analysis of our operating expenses by sagim@rovided below in “Segment Results.”
Other Consolidated Results
The following tables summarize our total other imeo(expense) and income tax expense:

Years Ended

December 31 Increase (Decrease
2012 2011 CenturyLink Qwes Sawvis  Total
(Dollars in millions)
Interest expens $(1,319 (1,079 62 16¢ 1€ 247
Net loss on early retirement of de 79 (8 17¢ (8) — 171
Other income (expens 35 3 32 @ 1 32
Total other income (expens $(1,469) (1,079 278 16C 17  38¢
Income tax expens $ 478 37¢ nm nm nm 98

A-13



Table of Contents

Years Ended

December 31 Increase (Decrease
2011 2010 CenturyLink Qwest Sawvvis Total
(Dollars in millions)
Interest expens $(1,072) (5449 34 48€ 8 52¢
Net loss on early retirement of de (8) — — 8 — 8
Other income (expens 3 15 17 2 ©) 12
Total other income (expens $(1,07) (529 51 492 5 54¢
Income tax expens $ 37t 588 nm nm nm (20¢)

nm—Attributing changes in income tax expense taabguisitions of Savvis and Qwest is consideredhmadningful.

Interest Expenst

Interest expense for the year ended December 32, id@reased by $247 million compared to 2011. Tidsease is primarily due to the
2012 period containing a full year of Qwest intéegense compared to the 2011 period containihgrone months. Interest expense
increased $528 million in 2011 primarily due totrég debt balances associated principally with dsbtimed in the Qwest acquisition and
incurred to finance the Sawvvis acquisition. SeeeNbt-Long-term Debt and Credit Facilities to thesmidated financial statements in Iltem 8
of our Annual Report on Form 10-K for the year eh@&cember 31, 2012 and “Liquidity and Capital Reses” below for additional
information about those transactions.

Interest expense for Legacy CenturyLink increasgirillion, or 5.8%, in 2012 compared to 2011 amctéased $34 million, or 6.3%, in
2011 compared to 2010. The increase in both ysashstantially due to interest on our $2 billiggregate principal amount of senior notes
issued in June 2011 to finance the Savvis acquisifihe 2012 increase is due to those notes beitsgamding for a full year versus a partial
year in 2011. The 2011 increase was due to tha®ss being outstanding for a partial year versusahatl in 2010

Net Loss on Early Retirement of De
In the fourth quarter of 2012, QCII redeemed cartdiits outstanding debt securities, which reslitea gain of $15 million.
In the second quarter of 2012, our subsidiariesd&mband QC completed premium-priced cash tendersfbr the purchase of certain of

their respective outstanding debt securities, tegpin an aggregate loss of $190 million. Alsdhe second quarter of 2012, our subsidiaries
Embarg and QCII redeemed certain of their respedtiststanding debt securities which resulted ietdass of $9 million.

During 2012, QCIl and QC redeemed certain of thatstanding debt securities, which resulted inia ga$5 million.

In the fourth quarter and second quarter of 20X1 r€eemed certain of its outstanding debt seeanitihich resulted in a total net loss
$8 million.

Other Income (Expense)

Other income (expense) reflects certain items ivettly related to our core operations, including share of income from our 49%
interest in a cellular partnership, interest incogans and losses from non-operating asset dispusiand impairments and foreign currency
gains and losses. Other income for Legacy Centakyhias greater for the year ended December 31, @9t@mpared to 2011 due to gains or
the sales of our auction rate securities and tbegration in 2011 of $16 million in transaction exses incurred in connection with terminating
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an unused bridge loan financing commitment rel&tettie Savvis acquisition. See Note 2equisitions to the consolidated financial statets
in Item 8 of our Annual Report on Form 10-K for §year ended December 31, 2012. Other income foatyeGenturyLink decreased
$17 million in 2011, as compared to 2010 primadilye to the $16 million in transaction expensesudised above.

Income Tax Expensi

Our income tax expense for the years ended DeceBih@012 and 2011increased $98 million and deet&208 million, respectively,
from the amounts for the comparable prior year. @crease in 2012 was primarily due to a $302 orillior 32%, increase in income before
income tax expense as compared to 2011. Our decie@811 was primarily due to a decrease in incbafere income tax expense, which
was attributable to a decline in operating income iacreased interest expense directly relateda@tquisition of Qwest. For the years endec
December 31, 2012, 2011 and 2010, our effectivenmectax rate was 37.8%, 39.6% and 38.1%, respéctiiee 2012 effective tax rate
reflects the $16 million reversal of a valuatioloalance related to the auction rate securitiesalgisn 2012, a $12 million benefit related to
state NOLs net of valuation allowance, and a $@ionilexpense associated with reversing a receivatded to periods that have been
effectively settled with the IRS. The 2011 ratere@ase was due in part to $24 million of non-dediletiransaction costs and an $8 million
valuation allowance recorded on deferred tax aseatgequire future income of a special charateealize the benefits. Such increase was
partially offset by a $16 million reduction in oualuation allowance related to state NOLs due prilnéo the effects of a tax law change in
one of the states in which we operate. Certain erergjated costs incurred during 2010 are alsodemhictible for income tax purposes and
similarly increased our effective income tax r&8ee Note 12—Income Taxes to the consolidated finhstatements in Item 8 of our Annual
Report on Form 10-K for the year ended DecembePB12 and “Income Taxes” below for additional imf@tion.
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Segment Results

As described further above under the heading “Mamamnt’s Discussion and Analysis of Financial Cdodiand Results of Operations
Overview,” we revised our segment structure in 284 restated previously reported segment rexthé year ended December 31, 2011 tc
conform to our 2012 segment presentation. Theviolg table summarizes our segment results for 20022011 under our segment
categorization at December 31, 2012.

Years Ended December 31

2012 2011
(Dollars in millions)

Total segment revenu $17,32( 14,47
Total segment expens 8,094 6,51%
Total segment incom $ 9,22¢ 7,95¢
Total margin percentag 53% 55%
Regional markets

Revenue! $ 9,87¢ 8,74:

Expense! 4,21¢ 3,67:

Income $ 5,65¢ 5,07(

Margin percentag 57% 58%
Wholesale market:

Revenue! $ 3,721 3,30¢

Expense! 1,117 1,021

Income $ 2,60« 2,28¢

Margin percentag 7C% 69%
Enterprise marke—network:

Revenue! $ 2,60¢ 1,93¢

Expense! 1,891 1,45(C

Income $ 71¢ 482

Margin percentag 28% 25%
Enterprise marke—data hosting

Revenue! $ 1,11« 49C

Expense! 86¢ 36¢

Income $ 24¢€ 121

Margin percentag 22% 25%
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Due to system limitations, we have determined ithatimpracticable to restate 2010's reported segi:ito conform to our current
segment categorization at December 31, 2012. Fopaaability purposes, we have included our segnméatmation for the years ended
December 31, 2011 and 2010 based on the segmegbcaation we were operating under at the endaf2

Years Ended December 31

2011 2010
(Dollars in millions)
Total segment revenu $ 14,47 6,49¢
Total segment expens 6,53¢ 2,40:%
Total segment incom $ 7,93¢ 4,092
Total margin percentag 55% 63%
Regional markets
Revenue! $ 7,83 4,64(
Expense! 3,39¢ 1,78¢
Income $ 4,43¢ 2,851
Margin percentag 57% 62%
Business market:
Revenue! $ 2,861 26€
Expense:! 1,73¢€ 12C
Income $ 1,12¢ 14€
Margin percentag 3% 55%
Wholesale market:
Revenue! $ 3,29t 1,58¢
Expense! 1,021 50C
Income $ 2,274 1,08¢
Margin percentag 69% 69%
Savvis operations
Revenue! $  48: —
Expense! 38C —
Income $ 10% —
Margin percentag 21% —

The lower levels of margin percentage for regianatkets and business markets in 2011 were primattifijputable to the inclusion of
Qwest’s results beginning April 1, 2011.

The following table reconciles our total segmeneraies and total segment income presented ab@petating revenues and operating
income reported in our consolidated statementgpefations.

Years Ended December 31

2012 2011 2010
(Dollars in millions)
Total segment revenu $17,32( 14,47 6,49¢
Other operating revenu 1,05¢ 88( 547
Operating revenues reported in our consolidatadrsients of operatior $18,37¢ 15,35! 7,042
Total segment incorr $ 9,22¢ 7,95¢ 4,09:
Other operating revenu 1,05¢ 88( 547
Depreciation and amortizatic (4,780 (4,026 (1,439
Other unassigned operating exper (2,789 (2,787 (1,145
Operating income reported in our consolidated state of operation $ 2,718 2,02¢ 2,06(
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Our segment revenues include all revenues fronsiategic and legacy services and data integrasatescribed in more detail above.
Segment revenues are based upon each customasgicktion to an individual segment. We report segment revenues based upon all
services provided to that segment’s customers.affert our segment expenses for our four segmeritslas's:

. Direct expensewhich primarily are specific expenses incurred d&ect result of providing services and produotseégment
customers, along with selling, general and adnratise expenses that are directly associated witicific segment customers or
activities; anc

. Allocated expensewhich include network expenses, facilities experssebother expenses such as fleet and real esfaases

During the first quarter of 2012, as we transitibigertain of Qwest’s legacy systems to our hissdriompany systems, we updated our
methodologies for reporting our direct expensesfandllocating our expenses to our segments. 8pakly, we no longer include certain fleet
expenses for our regional markets segment in déngménses; they are now expenses allocated teegorents, with the exception of enterprise
markets—data hosting. In addition, we now moreyfallocate network building rent and power expensesur regional markets, wholesale
markets and enterprise markets—network segmentglatéemined that it was impracticable to recastsmgment results for prior periods to
reflect these changes in methodology.

During the second quarter of 2012, as we reorgdroze business into our four segments as indicalbede, we further revised our
methodology for how we allocate our expenses tasegments to better align segment expenses witetetevenues. Under our revised
methodology, we no longer allocate certain prodigstelopment costs to our segments, but we do nioeeaé certain expenses from our
enterprise markets—data hosting segment to our tthee segments. We restated our segment resul2911 to reflect these changes in our
methodology. We determined that it was impractiedblrecast our segment results for 2010 underemised methodology.

We do not assign depreciation and amortization esg@¢o our segments, as the related assets ardl eaqpenditures are centrally
managed. Similarly, severance expenses, restrugtakpenses and, subject to an exception for dergmise markets—data hosting segment,
certain centrally managed administrative functigh as finance, information technology, legal hathan resources) are not assigned to ou
segments. Interest expense is also excluded frgmesat results because we manage our financingtatalacompany basis and have not
allocated assets or debt to specific segmentgiditian, other income (expense) does not relateitcsegment operations and is therefore
excluded from our segment results.

As discussed under the heading “Management’s Dssamuignd Analysis of Financial Condition and Resoft Operations—QOverview”,
beginning in the first quarter of 2013, we planmdport our operations under the following four segis: consumer, business, wholesale and
data hosting.

Regional Markets
The operations of our regional markets segment baea impacted by several significant trends, iiolg those described below.

. Strategic servicedVe continue to focus on increasing subscribersiobooadband services in our regional markets sagrre
order to remain competitive, we believe continualigreasing connection speeds is important. Asaltieve continue to invest in
our (broadband) network, which allows for the detivof higher speed broadband services. Whilettoadil broadband services ¢
declining, they have been more than offset by gnawffiber-based broadband services. We also coatia expand our product
offerings including facilities-based video servicEthernet, MPLS and other managed services antbwiinue to refine our
marketing efforts as we compete in a maturing ntarkevhich most consumers already have broadbaricss. We expect these
efforts will improve our ability to compete and iease our strategic revenu
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. Facilities-based video expensdss we continue to expand our facilities-based videwice infrastructure, we are incurring start-up
expenses in advance of the revenue that this seisviexpected to generate. Although, over timeeweect that our revenue for
facilities-based video services will offset the expenses medithe timing of this revenue growth is uncert

. Access linesOur voice revenues have been, and we expect tHegantinue to be, adversely affected by accesslligses. Intense
competition and product substitution continue twalour access line losses. For example, many coesuare substituting cable
and wireless voice and electronic mail, texting aacial networking services for traditional voiedetommunications services. We
expect that these factors will continue to neg&tiipact our business. As a result of the expekdssl of revenues associated with
access lines, we continue to offer service bundiing other product promotions to help mitigate ttesd, as described belo

. Service bundling and product promotiokge offer our customers the ability to bundle muétiproducts and services. These
customers can bundle local services with otheriseswsuch as broadband, video, l-distance and wireles

. Data integration We expect both data integration revenue and tlaegicosts will fluctuate from quarter to quartettas offering
tends to be more sensitive than others to chamgib&ieconomy and in spending trends of our staddatal government custome
many of whom have recently experienced budget euntd

. Operating efficienciedNe continue to evaluate our operating structurefaads. This involves balancing our segment wortéan
response to our workload requirements, productiwityrovements and changes in industry, competita@hnological and
regulatory conditions

The following table summarizes the results of ofjens from our regional markets segment:

Regional Markets Segmen

Years Ended
December 31, Increase / (Decrease
2012 2011 CenturyLink Qwest Sawvis Total
(Dollars in millions)

Segment revenue

Strategic service $3,601 2,89( 16¢ 54¢€ 3 717
Legacy service 5,99¢ 5,59: (399) 802 — 402
Data integratior 273 26( (19 32 — 13
Total revenue: 9,87¢ 8,74: (250) 1,38( 3 1,13¢
Segment expense
Direct 3,93¢ 3,46¢ (44) 514 — 47C
Allocated 27¢ 204 52 20 3 75
Total expense 4,21¢ 3,67: 8 534 3 54¢
Segment incom $5,65¢ 5,07( (258) 84¢€ — 58¢
Segment margin percenta 57% 58%

Segment Income

The acquisition of Qwest on April 1, 2011 largebntributed to an increase in our regional marketgrent income of $588 million for
the year ended December 31, 2012 as compared fo @0t consolidated segment margin percentage nedaelatively unchanged from 2(
to 2012. Segment income for our Legacy Centurylap&rations decreased $258 million as compared1a 2&flecting declines in revenues
while expenses remained relatively flat.
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Segment Revenues

Excluding revenues attributable to the Legacy QwesitLegacy Savvis acquisitions, regional marketemues decreased $250 million,
or 2.9%, for the year ended December 31, 2012 mpared to 2011 due to declines in legacy servieesnues and the implementation of the
CAF order, partially offset by growth in strategiervices revenues. Legacy services revenues dedrpemarily due to declines in local and
long-distance services associated principally aitbess line losses resulting from the competitresgures and product substitution described
previously. Growth in strategic services revenuas principally due to increases in the number odtdband subscribers as well as volume
increases in our facilities-based video, Etheraieti MPLS services.

Segment Expenses

Regional markets total expenses, exclusive of Le@agest and Legacy Savvis expenses, increased [$8mfior the year ended
December 31, 2012 as compared to 2011, due tocesaise in allocated expenses. Allocated expensesaised primarily due to our updated
methodology more fully allocating to our segmergsaork and building rent and related power experiBgsct expenses decreased due to
decreases in employee related expenses, fleet @pand marketing costs, which were partially otfgeincreases in customer premise
equipment costs and network service costs.

Wholesale Markets
The operations of our wholesale markets segmerg hagn impacted by several significant trendsuitiog those described below:

. Private line services (including special acceDemand for our private line services continuestwease, despite our customers’
optimization of their networks, industry consolidatand technological migration. While we expedttthese factors could
negatively impact our wholesale markets segmentltimately believe the bandwidth consumption gtowt our fiber-based
special access services provided to wireless caifioe backhaul will, over time, offset the declimecopper-based special access
services provided to wireless carriers as they amégto Ethernet services, although the timing aadnitude of this technological
migration is uncertair

. Access and local services reventOur access and local services revenues have bdemeaexpect will continue to be, adversely
affected by technological migration, industry cdigation, regulation and rate reductions. For exleynwholesale consumers are
substituting cable, wireless and VolIP servicegrfaditional voice telecommunications services, itegyin continued access
revenue loss. We expect these factors will conttowsdversely impact our wholesale markets segn

. Switched access revenu®ge believe that changes related to the Connect ismeand Intercarrier Compensation Reform order
(“CAF order”) adopted by the Federal Communicati@unmission (“FCC”) on October 27, 2011 will sulially increase the
pace of reductions in the amount of switched acemgmnues we receive in our wholesale markets sef

. Long-distance services revenu®gholesale long-distance revenues continue to deelina result of customer migration to more
technologically advanced services, price compressieclining demand for traditional voice servieesl industry consolidation;
and

. Operating efficienciedNe continue to evaluate our operating structurefaads. This involves balancing our segment wortéan
response to our workload requirements, productiwifgrovements and changes in industry, competitaghnological and
regulatory conditions. We also expect our wholegadekets segment to benefit indirectly from enhanefficiencies in our
compan-wide network operation:
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The following table summarizes the results of ofpens from our wholesale markets segment:

Wholesale Markets Segmen

Years Ended
December 31, Increase / (Decrease
2012 2011 CenturyLink Qwest Savvis Total
(Dollars in millions)

Segment revenue

Strategic service $2,29¢ 1,91¢ 33 33¢ 9 381
Legacy service 1,42¢ 1,38¢ (213) 24¢ — 35
Data integratior 1 1 — — — =
Total revenue: 3,721 3,30¢ (180 587 9 41¢
Segment expense
Direct 16¢ 174 (18 13 — 5)
Allocated 94¢ 847 (60) 15k 6 101
Total expense 1,115 1,021 (78) 16¢€ 6 _ 96
Segment incom $2,60¢ 2,28¢ (102) 41¢ 3 32C
Segment margin percenta 7C% 69%

Segment Income

The acquisition of Qwest on April 1, 2011 largebntributed to an increase in our wholesale marke¢ggnent income of $320 million for
the year ended December 31, 2012 as compared fo 38fment income for our Legacy CenturyLink operatdecreased $102 million for
year ended December 31, 2012 as compared to 20atgrjy reflecting declines in revenues, as diseasfurther below

Segment Revenues

Excluding revenues attributable to the Legacy QwesitLegacy Savvis acquisitions, wholesale manietsnues decreased $180 million,
or 5.5%, for the year ended December 31, 2012 mpared to 2011. This decrease reflects substagnlimller revenues from legacy services,
partially offset by growth in revenues from strateggrvices. Strategic services revenues incregasexrily due to growth in Ethernet and
broadband services. The decrease in legacy semaeesues was driven by continuing declines in ss&deng-distance and local services
volumes, and the implementation of the CAF ordsmyell as the substitution of cable, wireless, Vaif other services for traditional voice
telecommunications services.

Segment Expenses

Wholesale markets expenses, exclusive of LegacysQavel Legacy Savvis expenses, decreased $78miiic’.6%, for the year ended
December 31, 2012 as compared to 2011. The dedrehsgacy CenturyLink wholesale markets expensas pvimarily due to a lower
allocation of fleet and network real estate expsmkee to the above-described updated expensetaiocaethodology and to reductions in
employee related expenses.

Enterprise Market—Network

The operations of our enterprise markets—netwogkmsant have been impacted by several significantiggincluding those described
below.

. Strategic service©ur mix of total segment revenues continues to atggfrom legacy services to strategic serviceuagmuaterprisi
and government customers increasingly demand ciegdrand integrated data, Internet and voice sesvid/e offer to our
enterprise customers diverse combinati
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of products and services such as private line, MBS VolIP services. We believe these servicesafiar customers more
flexibility in managing their communications neexdsd enable us to improve the effectiveness andiefity of their operations.
Although we are experiencing price compressionunstrategic services due to competition, we expeetall revenues from these
services to grow

. Legacy servicesWe face intense competition with respect to ouadggservices and continue to see customers migratiray from
these services into strategic services. In additon legacy services revenues have been, and pexethey will continue to be,
adversely affected by access line losses and poicgression

. Data integration We expect both data integration revenue and tlaegicosts will fluctuate from quarter to quartettas offering
tends to be more sensitive than others to chamgi&ieconomy and in spending trends of our fedgragérnment customers. In
addition, changes to our compensation programs;twieicus on higher margin strategic services, coelghatively impact data
integration revenues; ai

. Operating efficienciedVe continue to evaluate our operating structurefaads. This involves balancing our segment wortéan
response to our productivity improvements whilei@ging operational efficiencies and improving ouogesses through
automation. We also expect our enterprise marketdwark segment to benefit indirectly from enhaneéitiencies in our
compan-wide network operation:

The following table summarizes the results of ofjens from our enterprise markets—network segment:

Enterprise Markets—Network Segment
Years Ended
December 31, Increase / (Decrease
2012 2011 CenturyLink Qwes Savvis Total
(Dollars in millions)

Segment revenue

Strategic service $1,34¢ 967 5€ 314 7 377
Legacy service 867 69C (22) 19¢ — 177
Data integratior 39¢ 27¢€ 38 84 — 122
Total revenue: 2,60¢ 1,93¢ 73 59€ 7  67€
Segment expense
Direct 781 56¢ 33 18C — 213
Allocated 1,11(C 882 (40) 261 7 22¢
Total expense 1,891 1,45( (7) 441 7 441
Segment incom $ 71¢ 48< 8C 15¢ — 23t
Segment margin percenta 28% 25%

Segment Income

The acquisition of Qwest on April 1, 2011 substahtiincreased the scale of our enterprise marketstwork segment, resulting in an
increase of $235 million in segment income forykar ended December 31, 2012 as compared to 28g@ieht income for our Legacy
CenturyLink operations increased $80 million foe shear ended December 31, 2012 as compared to @odbrily reflecting an increase in
revenues.

Segment Revenues

Excluding revenues attributable to the Legacy QwestLegacy Savvis acquisitions, enterprise markattwork segment revenues
increased by $73 million for the year ended DecerBtie2012 as compared to the year ended Decemb@031. The increase was primarily
due to growth in strategic services revenues from
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increased volumes of MPLS services and increasedinizgration revenues from maintenance and iasiah of customer premise equipment.
Lower revenues from legacy services were driveadness line losses and price compression partitifgt the increases in strategic services
revenues and data integration revenues.

Segment Expenses

Enterprise markets—network segment expenses, exelatLegacy Qwest and Legacy Savvis expensesedsed by $7 million for the
year ended December 31, 2012 as compared to theydad December 31, 2011 primarily due to decrkalecated expenses partially off.
by increased direct expenses. Allocated expensaeaked for the year ended December 31, 2012 dawéo allocation of fleet and network
real estate expenses due to the above-describadledpekpense allocation methodology. The incraad@éct expenses was primarily due to
increased maintenance and installation costs agedaivith customer premise equipment, partiallgetfby decreases in employee related
expenses.

Enterprise Market—Data Hosting

The operations of our enterprise markets—datamgsigment is largely comprised of the operatidrsipLegacy Savvis services for
periods after the July 15, 2011 acquisition dateictvhave been impacted by significant trends uidiclg those described below.

. Colocation.Colocation is designed for clients seeking datdezespace and power for their server and networkmgpment needs.
Our data centers provide our domestic and inteynaticlients with a secure, high-powered, purpasé#-location for their IT
equipment. We anticipate continued pricing presforéhese services as wholesale vendors entartegprise colocation market;
however, we believe that our combination of glatetih center assets, operational expertise and baogé of services strengthens
our competitive positior

. Managed hostincOur managed hosting services provide a fully madagéution for a customer’s IT infrastructure arework
needs, and include dedicated and cloud hostingcesrwtility and computing storage, consulting amghaged security services.
We expect increasing pricing pressure on the mahhgsting business from competing cloud hostingraffs. However, we
remain focused on expanding our managed hostingdsss specifically in our cloud hosting offeringdjich we believe is a key to
growth. We believe that we have continued to stiteergour position in the cloud hosting market bgliag differentiating features
to our cloud hosting products; a

. Operating efficienciedNe continue to evaluate our operating structurefaads. This involves balancing our segment wortéan
response to our workload requirements, productiwifgrovements and changes in industry, competitaghnological and
regulatory conditions

The following table summarizes the results of ofjens from our enterprise markets—data hosting ssgm

Enterprise Markets—Data Hosting Segmen
Years Ended
December 31, Increase / (Decrease
2012 2011 CenturyLink Qwesi Sawvvis Total
(Dollars in millions)

Segment revenue

Strategic service $1,11¢  49C 50 8 _56€ 624

Total revenue: 1,112 49C 50 _ 8 _56€ 624
Segment expense

Direct 94C 41¢ 56 11 45¢ 528

Allocated (72) _(46) 1 _(10 Y] (26

Total expense 868  36¢ 57 _ 1 441 49¢
Segment incom $ 246 121 (7) _ 7 12t 12t
Segment margin percenta 22% 25%
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Segment Income

The acquisition of Savvis on July 15, 2011 subg#intincreased the scale of our enterprise markeksta hosting segment, resulting in
an increase of $125 million in our segment incoorelie year ended December 31, 2012 as compathd {@ar ended December 31, 2011.

Segment Revenues

Savvis operations accounted for 97% of our enteepriarkets—data hosting segment revenues for tireeyeled December 31, 2012.
Growth in strategic services is driven by roughiyigalent increases in both colocation and managsting.

Segment Expenses

Excluding the expenses attributable to the Legamg£) and Legacy Savvis acquisitions, enterpris&ketsr—data hosting segment direct
expenses increased for the year ended Decemb26032,as compared to the year ended December 31,@bdarily due to increases in
salaries and benefits caused by a higher headeodrdn increase in facility costs.

Due to the continuing use of Legacy Savvis accogrsiystems, the direct expenses of our enterpraskats—data hosting segment
includes certain data communication, operatiorrad, selling, general, and administrative costs énatallocated to our other three segments
are offset by corporate allocated expenses whihited in a negative net allocation impact.

Other Operational Matters

Approximately 26% of our employees are subjectoiéective bargaining agreements that expired oroet 6, 2012. We are currently
negotiating the terms of new agreements. In thentiraa, the predecessor agreements have been edtemakthe applicable unions have
agreed to provide us with at least 24 hour advatiee before terminating those predecessor agnetsméwe fail to extend or renegotiate
collective bargaining agreements with our labooasj or if our unionized employees were to engagestrike or other work stoppage, our
business and operating results could be matehalfgned. See “Risk Factors—Other Risks Affecting Business” in Item 1A of our Annual
Report on Form 10-K for the year ended DecembeRB12. To help mitigate this potential risk, we éastablished contingency plans in
which we would assign trained, non-represented eyegls to cover jobs for represented employeesietknt of a work stoppage to provide
continuity for our customers.

Critical Accounting Policies and Estimates

Our consolidated financial statements are preparadcordance with accounting principles that ameegally accepted in the United
States. The preparation of these consolidated dinhstatements requires management to make esSraat assumptions that affect the
reported amounts of assets, liabilities, revennésexpenses. We have identified certain policiesemtimates as critical to our business
operations and the understanding of our past meptaesults of operations related to (i) busimessbinations; (i) goodwill, customer
relationships and other intangible assets; (iigparty, plant and equipment; (iv) pension and pestement benefits; (v) loss contingencies
litigation reserves; and (vi) income taxes. Theslicfes and estimates are considered critical bez#luey had a material impact, or they have
the potential to have a material impact, on oursotidated financial statements and because thejyreesignificant judgments, assumptions or
estimates. We believe that the estimates, judgnamtsissumptions made when accounting for the itlrssribed below are reasonable, base
on information available at the time they are madimvever, there can be no assurance that actudtgesll not differ from those estimates.
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Business Combination

We have accounted for our acquisitions of QwesApril 1, 2011 and Savvis on July 15, 2011 underabeguisition method of
accounting, whereby the tangible and separatelytiitble intangible assets acquired and liab#itBsssumed are recognized at their estimatec
fair values at the acquisition date. The portiothef purchase price in excess of the estimated/dhile of the net tangible and separately
identifiable intangible assets acquired represgotgiwill. The estimates of fair value and resultidigcation of the purchase price related tc
acquisitions of Qwest and Savvis involved significastimates and judgments by our managementrilirgy at the fair values of assets
acquired and liabilities assumed, we considereddi@ving generally accepted valuation approachies:.cost approach, income approach an
market approach. Our estimates also included assamspabout projected growth rates, cost of capitffibctive tax rates, tax amortization
periods, technology life cycles, the regulatory &whl environment and industry and economic treBdsall changes in the underlying
assumptions could impact the estimates of fairevélyimaterial amounts, which could in turn matérimhpact our results of operations.

Goodwill, Customer Relationships and Other IntanggbAssets

We amortize customer relationships over primanigraan estimated life of 10 years to 12.5 yearisigusither the sum-of-the-yeadsgits
or straight-line methods, depending on the typeustomer. We amortize capitalized software, whighsists primarily of assets obtained from
the Qwest acquisition, using the straight-line rodtbver estimated lives ranging up to seven yégproximately $237 million of our
capitalized software represents costs to develaptagrated billing and customer care system ametiisg amortized over a 20 year period tha
began in 2004. We amortize trade names and patsetsapredominantly using the sum-of-the-yeard¢sdaier an estimated life of four years.
Other intangible assets not arising from businesshinations are initially recorded at cost. Whéreré are no legal, regulatory, contractual or
other factors that would reasonably limit the ukéfe of an intangible asset, we classify the iigible asset as indefinite-lived and such
intangible assets are not amortized. We periodicalliew the estimated lives and methods used trig@e our other intangible assets. The
amount of future amortization expense may diffetarially from current amounts, depending on theilteof our periodic reviews.

Our long-lived intangible assets with indefiniteds are tested for impairment annually, or, unéetain circumstances, more frequently,
such as when events or circumstances indicate thayebe an impairment. These assets are carrtadtatical cost if their estimated fair value
is greater than their carrying amounts. Howeveheir estimated fair value is less than the cagymount, other indefinite-lived intangible
assets are reduced to their estimated fair valoeitin an impairment charge to our consolidateestahts of operations. We early adopted the
provisions of Accounting Standards Update (“ASUOIL2-2, Intangibles—Goodwill and Other (Topic 350¢sting Indefinitekived Intangible
Assets for Impairment, during the fourth quarte012, which allows us the option to first revieuatjtative factors to determine the
likelihood of whether the indefinitived intangible asset is impaired before perfogranqualitative impairment test. Under this apphodfowe
determine that it is more likely than not that théefinitedived intangible asset is impaired, we will be riggd to compute and compare the
value of the indefinite-lived intangible assett®darrying amount to determine and measure thaimment loss, if any. We completed our
gualitative assessment as of December 31, 2012@mduded it is not more likely than not that cndefinite-lived intangible assets are
impaired; thus, no impairment charge was recordetDi 2.

Our goodwill was derived from numerous acquisitiaigere the purchase price exceeded the fair vdltlemet assets acquired. For
more information on our recent acquisitions andilte®y fair values, see Note 2Aequisitions to the consolidated financial statetaeén Item ¢
of our Annual Report on Form 10-K for the year eh@&cember 31, 2012.

We are required to reassign goodwill to reportingsueach time we reorganize our internal reporsingcture which causes a change in
our operating segments. Goodwill is reassignetieaeporting units using a relative fair value editton approach. We utilize the earnings
before interest, tax and depreciation as our dilmeanethodology as it represents a reasonableydoxhe fair value of the operations being
reorganized.
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We have attributed our goodwill balance to our segts at December 31, 2012 as follows:

(Dollars in

millions)
Regional market $15,17(
Wholesale market 3,28t
Enterprise marke—network 1,78¢
Enterprise marke—data hosting 1,491
Total goodwill $21,73:

For additional information on the April 1, 2012 rganization of our segments, see Note 13—Segmémiation to the consolidated
financial statements in Item 8 of our Annual Remort~orm 10-K for the year ended December 31, 2012.

We are required to test goodwill for impairmentesist annually, or more frequently if events ohargye in circumstances indicate tha
impairment may have occurred. We are required ttevdown the value of goodwill in periods in whittte recorded amount of goodwiill
exceeds the fair value. Our reporting units, whighrefer to as our segments, are not discrete &gdies with discrete financial statements.
Our assets and liabilities are employed in andedlathe operations of multiple reporting uniteefefore, each time we perform goodwiill
impairment analysis on a reporting unit, we estartae equity carrying value and future cash flofvsazh of our segments using allocation
methodologies. Certain estimates, judgments anthgstons are required to perform these allocatitvis believe these estimates, judgments
and assumptions to be reasonable, but slight clsangeany of these can significantly affect eagioréng unit's equity carrying value and
future cash flows utilized for our goodwill impaiemt test. Our annual measurement date for tesbodwill impairment is September 30. As
of September 30, 2012, we tested for goodwill impaint on our reporting units, which were our fopemting segments (regional markets,
wholesale markets, enterprise markets—network atefgrise markets—data hosting) that we recogriiabalving our internal reorganization
earlier in 2012.

In the third quarter of 2011, we adopted the prionis of ASU 2011-08, Testing Goodwill for Impairniewhich permits us to make a
gualitative assessment of whether it is more liken not that a reporting unit’s estimated failueds less than its carrying amount before
applying the two-step goodwill impairment test, ethrequires us (i) in step one, to identify potaitnpairments by comparing the estimated
fair value of a reporting unit against its carryiaue and (ii) in step two, to quantify any impaént identified in step one. At September 30,
2012, as a result of the April 1, 2012 internalrgamization of our four segments we did not habaseline valuation to perform a qualitative
assessment. We estimated the fair value of ourdegments using an equal weighting based on a tregskeoach and a discounted cash flow
method. The market approach includes the use opacable multiples of publicly traded companies vehssrvices are comparable to ours.
The discounted cash flow method is based on theepteralue of projected cash flows and a termiahle; which represents the expected
normalized cash flows of the segments beyond thk flaws from the discrete nine-year projectionigerWe discounted the estimated cash
flows for our regional markets, wholesale markats] enterprise markets—network segments usingedtrat represents a market participant’s
weighted average cost of capital, which we deteedhito be approximately 6.0% as of the measurenaat(@hich was comprised of an after-
tax cost of debt of 3.2% and a cost of equity d£8. We discounted the estimated cash flows okoterprise markets—data hosting segmen
using a rate that represents a market participastimated weighted average cost of capital, wivielletermined to be approximately 11.09
of the measurement date (which was comprised aftantax cost of debt of 3.2% and a cost of eqoit$2.0%). We also reconciled the
estimated fair values of the segments to our maxdgitalization as of September 30, 2012 and caoleduhat the indicated implied control
premium of approximately 14% was reasonable basg@aent transactions in the market place. Baseslioanalysis performed with respect
to our reporting units described above, we condutiat our goodwill was not impaired as of Septende 2012.
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As of September 30, 2012, based on our analysierpaed with respect to our four reporting unit® #stimated fair value of our equity
exceeded our carrying value of equity for our reglanarkets, wholesale markets, enterprise marke&work and enterprise markets—data
hosting segments by 19%, 130%, 78% and 10%, regplct

We may be required to assess our goodwill for impant before our next required testing date of &aper 30, 2013 under certain
circumstances, including any failure of our futoperating results to meet forecasted expectatipasysignificant increases in our weighted
average cost of capital. In addition, we cannotii@sthat adverse conditions will not trigger futgeodwill impairment testing or an
impairment charge. A number of factors, many ofalshive have no ability to control, could affect dinancial condition, operating results and
business prospects and could cause our actuatsésuliffer from the estimates and assumptiongmployed in our goodwill impairment
testing. These factors include, but are not limtted(i) further weakening in the overall econorfiy;a significant decline in our stock price ¢
resulting market capitalization; (iii) changes lie tdiscount rate; (iv) successful efforts by ounpetitors to gain market share in our markets;
(v) adverse changes as a result of regulatoryragtiwi) a significant adverse change in legaldesor in the overall business climate; and
(vii) recognition of a goodwill impairment loss fhe financial statements of a subsidiary thatésmponent of our reporting units. For
additional information, see “Risk Factors” in ItdrA of our Annual Report on Form 10-K for the yeaded December 31, 2012. We will
continue to monitor certain events that impactaperations to determine if an interim assessmegootiwill impairment should be performed
prior to the next required testing date of Septen3ibe 2013.

Property, Plant and Equipmer

Property, plant and equipment acquired in connratiith our acquisitions was recorded based onstisnated fair value as of its
acquisition date. Property, plant and equipmentipased subsequent to our acquisitions is recordessaplus the estimated value of any
associated legally or contractually required asstiement obligation. Renewals and bettermenfdait and equipment are capitalized while
repairs, as well as renewals of minor items, asrgdd to operating expense. Depreciation of prgpplant and equipment is provided on the
straight-line method using class or overall groafies. The group method provides for the recogniticthe remaining net investment, less
anticipated net salvage value, over the remainggjul life of the assets. This method requirespngodic revision of depreciation rates.

Normal retirements of property, plant and equipnesetcharged against accumulated depreciation,naitlain or loss recognized. Other
types of property, plant and equipment are statedst and, when sold or retired, a gain or lossé®gnized. We depreciate such property on
the straight-line method over estimated serviceslikanging from 3 to 45 years.

We perform annual internal reviews to evaluateréfzsonableness of the depreciable lives for oyrgrty, plant and equipment. Our
reviews utilize models that take into account adatisage, physical wear and tear, replacement ishiesumptions about technology evolution
and, in certain instances, actuarially determin@db@bilities to estimate the remaining life of asset base.

Due to rapid changes in technology and the conipegtnvironment, selecting the estimated econoifei®f telecommunications plant,
equipment and software requires a significant ahofijudgment. We regularly review data on utilinatof equipment, asset retirements and
salvage values to determine adjustments to ouredetion rates. The effect of a hypothetical onaryecrease or decrease in the estimated
remaining useful lives of our property, plant aggipment would have decreased depreciation by appately $460 million or increased
depreciation by approximately $650 million, respesy.

We review long-lived assets, other than goodwitl ather intangible assets with indefinite lives, ifopairment whenever facts and
circumstances indicate that the carrying amounte@fissets may not be recoverable. For measurggises, long-lived assets are groupe
with other assets and liabilities at the
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lowest level for which identifiable cash flows daegely independent of the cash flows of other tgsged liabilities, absent a material change i
operations. An impairment loss is recognized ohtiaé carrying amount of the asset group is nabvvetable and exceeds its fair value.
Recoverability of the asset group to be held ardl is measured by comparing the carrying amoutiteosset group to the estimated
undiscounted future net cash flows expected todneigted by the asset group. If the asset groap’ging value is not recoverable, an
impairment charge is recognized for the amount hiclvthe carrying amount of the asset group exciedair value. We determine fair valt
by using a combination of comparable market vahresdiscounted cash flows, as appropriate. Dur@ig2we did not incur changes in eve
or circumstances that would indicate that the égagramounts of our long-lived assets, other thamdgall and other intangible assets with
indefinite lives, may not be recoverable. As a ltesiw impairment charge was recorded in 2012.

Pension and Po-Retirement Benefits

We sponsor several noncontributory defined bepefitsion plans (referred to as our pension plams) fubstantial portion of our
employees. In addition to these tax “qualified” pen plans, we also maintain several non-qualifiedsion plans for certain eligible highly
compensated employees. We also maintain postiratitebenefit plans that provide health care amditiSurance benefits for certain eligible
retirees.

Pension and post-retirement health care and Ifierance benefits attributed to eligible employesesvice during the year, as well as
interest on benefit obligations, are accrued culyeRension and post-retirement benefit expensesezognized over the period in which the
employee renders service and becomes eligiblecve benefits as determined using the projectéccuedit method. Pension prior service
costs and certain actuarial gains and losses epgmezed as components of net periodic expensetbeeaaverage remaining service period of
participating employees expected to receive bend?ibst-retirement healthcare prior service castsexognized as components of net periodi
expense over the average expected years to fudfibetigibility for active employees. Certain pastirement actuarial gains or losses are
amortized on a straight-line basis over the aveexgected future working lifetime of active emplege

In computing the pension and post-retirement heaatlk and life insurance benefits expenses andatliihs, the most significant
assumptions we make include discount rate, expeatedf return on plan assets, health care trated mand our evaluation of the legal basi:
plan amendments. The plan benefits covered byatlebargaining agreements as negotiated witremployees’ unions can also
significantly impact the amount of expense, berwjligations and pension assets that we record.

The discount rate is the rate at which we belieeecauld effectively settle the benefit obligati@ssof the end of the year. We selected
the discount rate based on a cash flow matchintysisaising hypothetical yield curves developedihyactuarial firm from U.S. corporate
bonds rated high quality and projections of thefeitbenefit payments that constitute the projebtatkfit obligation for the plans. This process
establishes the uniform discount rate that prodtleesame present value of the estimated futureftigrayments as is generated by
discounting each year’s benefit payments by a igietapplicable to that year. The spot rates usé#uis process are derived from a yield curve
created from yields on the 60th to 90th percewmfil.S. high quality bonds.

The expected rate of return on plan assets istigeterm rate of return we expect to earn on taaeglassets in the future. The rate of
return is determined by the strategic allocatioplah assets and the long-term risk and returrcéstefor each asset class. The forecasts for
each asset class are generated primarily from alysas of the long-term expectations of variousdlgarty investment management
organizations. The expected rate of return on pksets is reviewed annually and revised, as negessaeflect changes in the financial
markets and our investment strategy.

To compute the expected return on pension andrptisément benefit plan assets, we apply an exgeete of return to the fair value of
the pension plan assets and to the fair valueeoptist-retirement benefit plan
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assets adjusted for contribution timing and forjgeted benefit payments to be made from the plaatasAnnual market volatility for these
assets is reflected in subsequent years’ net gerdodnbined benefits expense.

Changes in any of the above factors could sigmfigampact operating expenses in the consolidatattments of operations and other
comprehensive (loss) income in the consolidate@stants of comprehensive (loss) income as wehasalue of the liability and accumulat
other comprehensive income (loss) of stockholdeysiity on our consolidated balance sheets. Thectageeturn on plan assets is reflected a:
a reduction to our pension and postirement benefit expense. If our assumed expeaeted of return for 2012 were 100 basis pointeiowur
qualified pension and post-retirement benefit esperwould have increased by $118 million. If owuased discount rates for 2012 were 100
basis points lower, our qualified pension and pestement benefit expenses would have increaset¥Bymillion and our projected benefit
obligation would have increased by approximately2$#llion. An increase of 100 basis points in thiial healthcare cost trend rate would
have increased our post-retirement benefit expbpgi1 million and increased our projected posteetent benefit obligation by $77 million.

The trusts for the pension and post-retirementfitsr@ans hold investments in equities, fixed ime real estate and other assets such
private equity assets. The assets held by thests e reflected at estimated fair value as oebwxer 31, 2012. For additional information on
our trust investments, see Note 8—Employee Bentefitse consolidated financial statements in Iteaf 8ur Annual Report on Form 10-K for
the year ended December 31, 2012.

Loss Contingencies and Litigation Reserv

We are involved in several material legal procegsliras described in more detail in “Legal Procegsfiin Item 3 of our Annual Report
on Form 10-K for the year ended December 31, 204 assess potential losses in relation to theseted pending or threatened tax and
legal matters. For matters not related to incorredaif a loss is considered probable and the atrmambe reasonably estimated, we recogniz
an expense for the estimated loss. To the extesethstimates are more or less than the actudityiabsulting from the resolution of these
matters, our earnings will be increased or decrkaseordingly. If the differences are material, cansolidated financial statements could be
materially impacted. If a loss is considered reabbnpossible, we disclose the estimate of themi@tidloss if material but we do not recognize
any expense for the potential loss.

For matters related to income taxes, we deternmaeift the impact of an uncertain tax position isrenlikely than not to be sustained
upon audit by the relevant taxing authority, thenracognize a benefit for the largest amount hatare likely than not to be sustained. No
portion of an uncertain tax position will be recag if the position has less than a 50% likelihobtieing sustained. Though the validity of
any tax position is a matter of tax law, the boélgtatutory, regulatory and interpretive guidanocettte application of the law is complex and
often ambiguous. Because of this, whether a taitippwill ultimately be sustained may be uncertdihe overall tax liability recorded for
uncertain tax positions as of the successor détBscember 31, 2012 and December 31, 2011, corssileranticipated utilization of any
applicable tax credits and net operating losse©(H).

Income Taxes

Our provision for income taxes includes amountddarconsequences deferred to future periods. \Bdedeferred income tax assets
and liabilities reflecting future tax consequenatsbutable to tax net operating losses, or NQ&s credit carryforwards and differences
between the financial statement carrying valuesséts and liabilities and the tax bases of thosetaand liabilities. Deferred taxes are
computed using enacted tax rates expected to apfie year in which the differences are expeateaffect taxable income. The effect on
deferred income tax assets and liabilities of angban tax rate is recognized in earnings in théogehat includes the enactment date.
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The measurement of deferred taxes often involvegxiercise of considerable judgment related toghbzation of tax basis. Our defer
tax assets and liabilities reflect our assessniattax positions taken in filed tax returns arel tbsulting tax basis, are more likely than not to
be sustained if they are audited by taxing autiesritAlso, assessing tax rates that we expectgly amd determining the years when the
temporary differences are expected to affect taxatmome requires judgment about the future apparient of our income among the states i
which we operate. Any changes in our practicesidginents involved in the measurement of defernedsaets and liabilities could materially
impact our financial condition or results of opéras.

We record deferred income tax assets and lialsilaiedescribed above. Valuation allowances arblisttad when necessary to reduce
deferred income tax assets to amounts that wevieediee more likely than not to be recovered. Wduata our deferred tax assets quarterly to
determine whether adjustments to our valuationalce are appropriate in light of changes in factsircumstances, such as changes in tax
law, interactions with taxing authorities and dexgghents in case law. In making this evaluationy&lg on our recent history of pre-tax
earnings, estimated timing of future deductions lagwkfits represented by the deferred tax assdteuwforecasts of future earnings, the latter
two of which involve the exercise of significantgment. At December 31, 2012, we established atiatuallowance of $281 million,
primarily related to state NOLs, as it is more ljkthan not that this amount will not be utilizedqy to expiration. If forecasts of future
earnings and the nature and estimated timing aféueductions and benefits change in the futueemay determine that a valuation allowe
for certain deferred tax assets is appropriateclwvbould materially impact our financial conditionresults of operations. See Note 12—
Income Taxes to the consolidated financial statésni@ntem 8 of our Annual Report on Form 10-K foe year ended December 31, 2012 for
additional information.

LIQUIDITY AND CAPITAL RESOURCES

Overview

At December 31, 2012, we held cash and cash egumitgabf $211 million and we had $1.180 billion &aale under our $2 billion
revolving credit facility (referred to as our “Ciie&acility”, which is described further below). At December 112, cash and cash equivali
of $58 million were held in foreign bank accourds the purpose of funding our foreign operationsp&riation of some foreign balances is
restricted by local law and subject to United Stdesleral income taxes, less applicable foreigretaslits. Excluding cash used for acquisitit
we have generally relied on cash generated by tipasaand our Credit Facility to fund our operataryd capital expenditures and other cash
requirements.

At December 31, 2012, we had a working capitalaitedif $982 million, reflecting current liabilitiesf $4.595 billion and current assets
$3.613 hillion, compared to negative working cdpfe$500 million at December 31, 2011. The unfalade change in our working capital
position is primarily due to an increase in curnemgtturities of long-term debt of $725 million, paliy offset by a decrease in accounts payabls
of $193 million. We anticipate that our existingh#alances and net cash provided by operatingtagiwill enable us to meet our other
current obligations, fund capital expenditures pag dividends to our shareholders. We also may awawaur Credit Facility as a source of
liquidity if and when necessary.

We currently expect to continue our current pract€paying quarterly cash dividends in respeaiusfcommon stock, subject to our
board’s discretion to modify or terminate this giee at any time.

Credit Facilities

On April 6, 2012, we amended and restated our Billi@n revolving credit facility to increase thg@gregate principal amount available
$2 billion and to extend the maturity date to A0IL7. This amended credit facility (the “CredicHity”) has 18 lenders, with commitments
ranging from $2.5 million to $181 million
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and allows us to obtain revolving loans and toessp to $400 million of letters of credit, whicharpissuance reduce the amount available for
other extensions of credit. Interest is assessdzbmowings using either the LIBOR or the base (aseh as defined in the Credit Facility) plus
an applicable margin between 1.25% and 2.25% paurarfor LIBOR loans and 0.25% and 1.25% per annumbése rate loans depending on
our then current senior unsecured long-term delig:aOur obligations under the Credit Facility gngaranteed by two of our wholly-owned
subsidiaries, Embarq and QCII, and one of QCIlI'ellyhowned subsidiaries. In the event of a ratidgsline below “investment grade” as
defined, Savvis and its operating subsidiaries maiome guarantors of the Credit Facility. At Deben31, 2012, we had $820 million in
borrowings and no amounts of letters of credit taunding under the Credit Facility.

Under the Credit Facility, we, and our indirect sidilary, Qwest Corporation, must maintain a detEBdTDA (earnings before interest,
taxes, depreciation and amortization, as definalimCredit Facility) ratio of not more than 4.@%&nd 2.85:1.0, respectively, as of the last da
of each fiscal quarter for the four quarters thedeel. The Credit Facility also contains a neggtieelge covenant, which generally requires us
to secure equally and ratably any advances undeCtédit Facility if we pledge assets or permitdi®n our property for the benefit of other
debtholders. The Credit Facility also has a cr@ssment default provision, and the Credit Facilitglaertain of our debt securities also have
cross acceleration provisions. When present, thesasions could have a wider impact on liquiditah might otherwise arise from a defaul
acceleration of a single debt instrument. To thembthat our EBITDA (as defined in our Credit Higyg) is reduced by cash settlements or
judgments, including in respect of any of the mrattéiscussed in Note —Commitments and Contingencies to the consolidéteashcial
statements in Item 8 of our Annual Report on FofrKlfor the year ended December 31, 2012, our teBBITDA ratios under certain debt
agreements will be adversely affected. This coettice our financing flexibility due to potentiatections on incurring additional debt under
certain provisions of our debt agreements or, itage circumstances, could result in a default ure#gtain provisions of such agreements.

In April 2011, we entered into a $160 million unawitted revolving letter of credit facility. At Deoger 31, 2012, our outstanding let
of credit totaled $120 million under this facility.

Stock Repurchase Program

On February 13, 2013, we announced our board’so&ppof a two-year program to repurchase up togaregate of $2.0 billion of our
outstanding common stock. We expect to executestiase repurchase program primarily in open mdrkesactions, subject to market
conditions and other factors.

Debt and Other Financing Arrangements

Approximately $176 million of our CenturyLink, InSeries O 5.500% notes will mature on April 1, 20dr3d $750 million of Qwest
Corporation floating rate senior notes will matareJune 15, 2013. In addition, approximately $5Bioni of Embarq 6.875% notes and
$50 million of Embarg 6.750% notes will mature aityJL5, 2013 and August 15, 2013, respectively.j&ittio market conditions, we expec
continue to issue debt securities from time to timthe future to refinance a substantial portibowur maturing debt, including issuing QC d
securities to refinance its maturing debt. The latdlity, interest rate and other terms of any nemrowings will depend on the ratings assig
to us and QC by credit rating agencies, among sttaetors.
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Following our announcement on February 13, 201éhahges in our capital allocation plans, one cragiincy downgraded
CenturyLink’s debt credit ratings and another iatid that it has placed CenturyLink’s debt creatings under review for a downgrade. As of
the date of our Annual Report on Form 10-K for yiear ended December 31, 2012, the credit ratingthésenior unsecured debt of
CenturyLink, Inc. and Qwest Corporation were atofes:

Agency CenturyLink, Inc. Qwest Corporation
Standard & Poor’s BB BBB-
Moody'’s Investors Service, Inc. Baa3 Baa3
(under review for (under review for
downgrade downgrade
Fitch Ratings BB+ BBB-

Additional downgrades of CenturyLink’s senior unset debt ratings could under certain circumstaim@smentally increase the cost
of our borrowing under the Credit Facility or reuus to add a couple of additional subsidiary guotars thereunder. In addition, the recent
actions of the credit agencies, and any additidnaingrades in the future, could impact our acoeskebt capital or further raise our borrowing
costs. See “Risk Factors—Risks Affecting our Lidyichnd Capital Resources” in Item 1A of our Ann&aport on Form 10-K for the year
ended December 31, 2012.

Future Contractual Obligations
The following table summarizes our estimated futtostractual obligations as of December 31, 2012:

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

Long-term debt, including current maturities angital lease

obligations $1,20¢ 781 54E 1,48¢ 2,31: 14,25¢ 20,581
Interest on lon-term debt and capital leas® 1,315 1,27¢ 1,22( 1,14¢ 1,03¢ 14,397 20,39¢
Operating lease 297 252 21¢ 182 15€ 964 2,071
Purchase commitmen® 213 76 53 45 41 9€ 524
Pos-retirement benefit obligatio 74 73 72 70 68 1,10¢ 1,45
Non-qualified pension obligatior 6 5 5 5 5 22 48
Unrecognized tax benefi®) — — — — — 87 87
Other 14 4 5 8 11 13¢ 177
Total future contractual obligatiol® $3,12¢ 2,47( 2,11¢ 2,947 3,62¢ 31,05¢ 45,34¢

(1) Actual interest paid in all years may differedio future refinancing of debt. Interest on ooaflng rate debt was calculated for all years
using the rates effective at December 31, 2

(2) We have various long-term, non-cancelable paselfcommitments for advertising and promotion sesyjiincluding advertising and
marketing at sports arenas and other venues amiseWge also have service related commitments wétfous vendors for data
processing, technical and software support servidgtsire payments under certain service contraittsavy depending on our actual
usage. In the table above we estimated paymentedee service contracts based on the level ofcesrwe expect to receiv

(3) Represents the amount of tax and interest weddymay for our unrecognized tax benefits. Of aiaftbalance of unrecognized tax
benefits of $78 million and related estimated ies¢iand penalties of $33 million, only $87 millimould result in future cash payments if
our tax positions were not upheld. The remaining B@lion is an unrecognized tax benefit in thenfioof a refund claim that, if not
granted, would not result in a cash payment anefbie is not included in the table above. See N@te-Income Taxes to the
consolidated financial statements in Iltem 8 of Annual Report on Form 10-K for the year ended Ddwem31, 2012 for additional
information. The timing of any payments for our @cwgnized tax benefits cannot be predicted wittagsy; therefore, such amount is
reflected in theé*2018 and thereaft” column in the above tabl
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(4) The table is limited to contractual obligationsyahd does not includ
. contingent liabilities

. our open purchase orders as of December 31, 20iEaeTpurchase orders are generally issued atdlaie vand are generally
cancelable without penalt

. other long-term liabilities, such as accruals &gdl matters and other taxes that are not conabehligations by nature. We cannot
determine with any degree of reliability the yeiarsvhich these liabilities might ultimately sett

. cash funding requirements for qualified pensiondfiéspayable to certain eligible current and fattetirees. Benefits paid by our
qualified pension plans are paid through trustsh@anding requirements for these trusts are raudted in this table as we are not
able to reliably estimate required contributionshi® trusts. Our funding projections are discudadtier below;

. certain post-retirement benefits payable to cegégible current and future retirees. Not all of postretirement benefit obligatic
amount is a contractual obligation and only thdiparthat we believe is a contractual obligatiomeported in the table. See
additional information on our benefits plans in Bl8t—Employee Benefits to the consolidated finarstialements in Item 8 of our
Annual Report on Form -K for the year ended December 31, 2C

. contract termination fees. These fees are non4iegupayments, the timing and payment of whickany, is uncertain. In the
ordinary course of business and to optimize out stvscture, we enter into contracts with termsatgethan one year to use the
network facilities of other carriers and to purahasher goods and services. Our contracts to U oarriers’ network facilities
generally have no minimum volume requirements ardased on an interrelationship of volumes ancbdisted rates. Assuming
we terminate these contracts in 2013, the conteactination fees would be approximately $495 milinder the same
assumption, termination fees for these contracggitohase goods and services would be $31 milliothe normal course of
business, we do not believe payment of these $eldeely; and

. potential indemnification obligations to countertEs in certain agreements entered into in the aboourse of business. The na
and terms of these arrangements vary. Historicakéyhave not incurred significant costs relatedddormance under these type:
arrangements

Capital Expenditures

We incur capital expenditures on an ongoing bas@der to enhance and modernize our networks, etgffectively in our markets
and expand our service offerings. We evaluate gagxpenditure projects based on a variety of faciacluding expected strategic impacts
(such as forecasted revenue growth, operatinguptty, expense or service impacts) and our etqzboeturn on investment. The amount of
capital investment is influenced by, among othergh, demand for our services and products, cashdenerated by operating activities, cash
required for other purposes and regulatory conatders. We estimate our total 2013 capital expene to be approximately $2.85 billion to
$3.05 billion.

Our capital expenditures continue to be focusedwrstrategic services such as video, broadbandraméged hosting services. In
particular, we expect to continue to focus on exgamour fiber infrastructure, including installatis of “fiber to the tower,” which is a type of
telecommunications network consisting of fiber-omtables that run from a wireless carrier's motglephone switching office to cellular
towers to enable the delivery of higher bandwiditviees supporting mobile technologies than wotltetowise generally be available throug
more traditional coppebpased telecommunications network. For more infoionadn capital spending, see Items 1 and 1A offourual Repor
on Form 10-K for the year ended December 31, 2012.
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We have agreed to accept approximately $35 mithiotihe $90 million available to us from Phase th&f FCC's Connect America Fund
(“CAF") established by Congress to help telecommations carriers defray the cost of providing bizst access to remote customers. We
intend to use the funds to deploy broadband sefeicep to 45,000 homes in unserved rural areaipally in Colorado, Minnesota, New
Mexico, Virginia and Washington. We determined thegtrictions on the use of these funds have meceptance of additional CAF funds
uneconomical. We have, however, filed with the FEC®@aiver application, which, if granted, would a&llas to deploy broadband services with
CAF funds to approximately 60,000 more homes ifftgst unserved areas in our markets. We receppbaimately $32 million in CAF
funds during 2012 and received approximately $3anilin January 2013.

Pension and Post-retirement Benefit Obligations

We are subject to material obligations under oistng defined benefit pension plans and other-petitement benefit plans. The
accounting unfunded status as of December 31, 8Da@r defined pension plans and other gesirtement benefit obligations were $2.6 bill
and $3.4 billion, respectively. See Note 8—EmploBeeaefits to the consolidated financial stateméntgem 8 of our Annual Report on Form
10-K for the year ended December 31, 2012 for @it information about our pension and other pettement benefit arrangements.

Benefits paid by our qualified pension plans ané plarough a trust that holds all plan assets. Véeercash contributions of $32 million
during the year ended December 31, 2012 to ouifgpghpension plans. In the first quarter of 200@&, made cash contributions totaling
$147 million. Based on current laws and circumstaneve do not expect any further required contidmstto the plans for the remainder of
2013. For information on a 2012 law that reducedaimount of our required pension plan cash cortiabs, please see our Quarterly Report
on Form 10-Q for the quarter ended September 31R.20

Certain of our post-retirement health care anditifeirance benefits plans are unfunded. Severstkthold assets that are used to help
cover the health care costs of certain retireesofA3ecember 31, 2012, the fair value of these tnasets was $626 million; however, a portion
of these assets is comprised of investments witniceed liquidity. We estimate that the more lidjaissets in the trust will be adequate to
provide continuing reimbursements for covered pestement health care costs for approximately f@ars. Thereafter, covered benefits will
be paid either directly by us or from the trustshesremaining assets become liquid. This projefiiadyear period could be substantially
shorter or longer depending on returns on plantsstde timing of maturities of illiquid plan asseind future changes in benefits.

Our estimated annual long-term rate of return engiension plans trust assets is 7.50% and fordbErgtirement plans trust assets rar
from 6.00% to 7.50% based on the assets curreatty; however, actual returns could vary widely iy given year.

Historical Information

The following table summarizes our consolidatechdbsw activities (which include cash flows from&iés and Qwest after their
respective acquisition dates):

Years Ended

December 31 Increase
2012 2011 (Decrease
(Dollars in millions)
Net cash provided by operating activit $ 6,06¢ 4,201 1,86¢
Net cash used in investing activiti (2,690 (3,649 (957)
Net cash used in financing activiti (3,295 (577) 2,71¢
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Years Ended

December 31 Increase
2011 2010 (Decrease
(Dollars in millions)
Net cash provided by operating activit $ 4,201 2,04 2,15¢
Net cash used in investing activiti (3,649 (859) 2,78¢
Net cash used in financing activiti (577) (1,17%) (59¢)

The increase in net cash provided by operatingities for 2012 and 2011is primarily attributabtethe acquisitions of Qwest and
Savvis, which contributed net cash provided by afeg activities of approximately $3.4 billion i®22 and $2.2 billion in 2011. Our
consolidated financial statements in Iltem 8 of Annual Report on Form 10-K for the year ended Ddmem31, 2012 provide information
about the components of net income and differebhedseen net income and net cash provided by opgratitivities. For additional
information about our operating results, see “Resofl Operations” above.

Net cash used in investing activities included pawts for property, plant and equipment and capédlisoftware of $2.9 billion in 2012,
including $1.9 billion for Qwest and Savvisapital expenditures. Net cash used in investitigiies included payments for property, plant :
equipment and capitalized software of $2.4 billior2011, including $1.3 billion for Qwest and Sahpost-acquisition capital expenditures,
compared to $864 million in 2010. In addition, wach$1.7 billion, net of $61 million cash receivéak, the acquisition of Savvis on July 15,
2011. Cash used in investing activities in 2011 peatially offset by cash acquired through the Apyi2011 acquisition of Qwest of
$419 million, net of $5 million cash paid.

Net cash used in financing activities increase?lih2 compared to 2011, primarily due to a net l@rgi debt pay down of $1.8 billion
2012 versus a net long-term debt issuance of $llidnbin 2011, a $2.9 billion difference. This tBfence was primarily due to the $2 billion
senior notes issued in June 2011 to finance theiSaequisition. Also contributing was a $255 nailliincrease in dividends paid attributabl
an increase in the average number of shares odistarThese increases in cash used in financingitges were partially offset by a
$631 million increase in net borrowings under owedt Facility. Net cash used in financing actegtidecreased in 2011 primarily due to us
receiving net debt proceeds in excess of paymédrapmoximately $1.1 billion in 2011 versus debympents of $500 million in 2010. In
addition, our cash dividends paid increased $67fomin 2011 as compared to 2010 primarily assuheof the issuance of 308 million
common shares in connection with our acquisitidn@west and Savvis in 2011.

On October 26, 2012, QCII redeemed all $550 milbbits 8.00% Notes due 2015, which resulted irmia @f $15 million.

On August 29, 2012, certain subsidiaries of Certtimty paid $29 million and $30 million, respectively retire its outstanding Rural
Utilities Service and Rural Telephone Bank debt.

On August 15, 2012, CenturyLink paid at maturity $818 million principal amount of its 7.875% Notes
On July 20, 2012, QC redeemed all $484 milliont®7.50% Notes due 2023, which resulted in an irensdtloss.

On June 25, 2012, QC issued $400 million aggregateipal amount of 7.00% Notes due 2052 in excldog net proceeds, after
deducting underwriting discounts and expenses387$nillion. The Notes are unsecured obligatiors may be redeemed, in whole or in part
on or after July 1, 2017 at a redemption price Etua00% of the principal amount redeemed plusweat interest.

On May 17, 2012, QCII redeemed $500 million of7it80% Notes due 2014, which resulted in an immaltgain.
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On April 23, 2012, Embarg redeemed the remainir@P$8illion of its 6.738% Notes due 2013, which fe=iiin an immaterial loss.

On April 18, 2012, CenturyLink entered into a tdoan in the amount of $440 million with CoBank aseleral other Farm Credit
System banks. This term loan is payable in 29 aartaee quarterly installments of $5.5 million inipeipal plus interest through April 18,
2019, when the balance will be due. We have thimoptf paying monthly interest based upon eithendan Interbank Offered Rate
(“LIBOR") or the base rate (as defined in the ctedjreement) plus an applicable margin betweer?a #&02.50% per annum for LIBOR loans
and 0.50% to 1.50% per annum for base rate logosndiing on our then current senior unsecured leng-tebt rating. Our term loan is
guaranteed by two of our wholly-owned subsidiart&gsbarg and Qwest Communications International'lQ€I11”), and one of QCII's wholly-
owned subsidiaries. The remaining terms and canmditof our term loan are substantially similarttoste set forth in our Credit Facility (as
described further in Note 4—Long-Term Debt and @redcilities to the consolidated financial statensein ltem 8 of our Annual Report on
Form 10-K for the year ended December 31, 2012).

On April 18, 2012, QC completed a cash tender dffgrurchase a portion of its $811 million of 8.37Blotes due 2016 and its
$400 million of 7.625% Notes due 2015. With resgedts 8.375% Notes due 2016, QC received andpaeddenders of approximately
$575 million aggregate principal amount of thestegspor 71%, for $722 million including a premiui®es and accrued interest. With respe
its 7.625% Notes due 2015, QC received and acceépbeltrs of approximately $308 million aggregatagipal amount of these notes, or 7
for $369 million including a premium, fees and amat interest. The completion of these tender ofiesalted in a loss of $46 million.

On April 2, 2012, QC issued $525 million aggregaiecipal amount of 7.00% Notes due 2052 in excledog net proceeds, after
deducting underwriting discounts and expenses508$nillion. The Notes are unsecured obligatiors may be redeemed, in whole or in part
on or after April 1, 2017 at a redemption priceado 100% of the principal amount redeemed plusued interest.

On April 2, 2012, Embarqg completed a cash tendier & purchase a portion of its $528 million 0783% Notes due 2013 and its
$2.0 billion of 7.082% Notes due 2016. With resgedts 6.738% Notes due 2013, Embarq receivedaandpted tenders of approximately
$328 million aggregate principal amount of thestegspor 62%, for $360 million including a premiui®es and accrued interest. With respe
its 7.082% Notes due 2016, Embarg received anchgadeéenders of approximately $816 million aggregaincipal amount of these notes, or
41%, for $944 million including a premium, fees awtrued interest. The completion of these tenffersoresulted in a loss of $144 million.

On March 12, 2012, CenturyLink issued (i) $650 imillaggregate principal amount of 7.65% Senior Bloige 2042 in exchange for net
proceeds, after deducting underwriting discourftepproximately $644 million and (ii) $1.4 billiceggregate principal amount of 5.80%
Senior Notes due 2022 in exchange for net procedtds,deducting underwriting discounts, of appnaxiely $1.389 billion. The Notes are
unsecured obligations and may be redeemed atmeyan the terms and conditions specified therein.

On March 1, 2012, QCII redeemed $800 million of7itS0% Notes due 2014, which resulted in an imnedtgain.

Certain Matters Related to Acquisitions

Qwest’s pre-existing debt obligations consistedarily of debt securities issued by QCII and twatefubsidiaries while Savvis’
remaining long-term debt obligations consist prigaof capital leases, all of which are now incldde our consolidated debt balances. The
indentures governing Qwest’s debt securities cantastomary covenants that restrict the abilit@ufest or its subsidiaries from making
certain payments and
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investments, granting liens and selling or transigrassets. Based on current circumstances, wedanticipate that these covenants will
significantly restrict our ability to manage casiidnces or transfer cash between entities withirconsolidated group of companies as nee

In accounting for the Qwest acquisition, we recdr@avests debt securities at their estimated fair valudschvtotaled $12.292 billion ¢
of April 1, 2011. Our acquisition date fair valugtismates were based primarily on quoted marketpric active markets and other observable
inputs where quoted market prices were not avalalihe fair value of Qwest’s debt securities exeddatieir stated principal balances on the
acquisition date by $693 million, which we recordeda premium.

The table below summarizes the portions of thisniuen recognized as a reduction to interest expensgtinguished during the periods
indicated:

Years Ended

December 31 Total Since
2012 2011 Acquisition

(Dollars in millions)
Amortized $ 86 154 24C
Extinguishec® 177 58 23E
Total premiums recognize $265 212 47¢

(1) See"Debt and Other Financing Arrangem¢’ for more informatior

The remaining premium of $218 million as of Decembg, 2012 will reduce interest expense in futwedqas, unless otherwise
extinguished.

Net Operating Loss Carryforwards

We are currently using federal NOLs to offset atiporof our federal taxable income. We expect tplele a significant portion of these
NOLs and certain other deferred tax attributes @42 and substantially all of these tax benefit2@%5. Once our NOLs are fully utilized, \
expect that the amounts of our cash flows dedidat¢ide payment of federal taxes will increase wriiglly. The amounts of those payments
will depend upon many factors, including futurersiags, tax law changes and future tax circumstarfe@sadditional information, see “Risk
Factors—Risks Related to our Recent Acquisitionmgdearing in Iltem 1A of Part Il of our Annual Report Form 10-K for the year ended
December 31, 2012.

Other Matters

CenturyLink has cash management arrangements eiithi of its principal subsidiaries, in which stargial portions of the subsidiaries’
cash is regularly advanced to CenturyLink. In adaace with generally accepted accounting princjpilesse advances are eliminated as
intercompany transactions. Although CenturyLinkipaically repays these advances to fund the sudr$éd’ cash requirements throughout the
year, at any given point in time we may owe a il sum to our subsidiaries under these advamgdgsh are not recognized on ¢
consolidated balance sheets.

In connection with reclassifying certain wirelepgstrum assets as assets held for sale, durirgettomd quarter of 2012 we reclassified
$154 million from “other intangible assets, net™tarrent assets—other.” For more information oa $ale of these assets, see “Business—
Operations—Products and Services—Additional Infdromd in Item 1 of our Annual Report on Form 10-&r fthe year ended December 31,
2012.

We also are involved in various legal proceediingd tould have a material adverse effect on oanfiral position. See Note 15—
Commitment and Contingencies to the consolidateahitial statements in Iltem 8 of our Annual ReparForm 10-K for the year ended
December 31, 2012 for the current status of sugal leroceedings, including matters involving Qwest.
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MARKET RISK

We are exposed to market risk from changes inaesterates on our variable rate long-term debt akithgs and fluctuations in certain
foreign currencies. We seek to maintain a favoratileof fixed and variable rate debt in an effarfimit interest costs and cash flow volatility
resulting from changes in rates.

From time to time, we have used derivative instmitsi¢o (i) lock-in or swap our exposure to changingariable interest rates for fixed
interest rates or (ii) to swap obligations to pixgd interest rates for variable interest ratesofBecember 31, 2012, we had no such
instruments outstanding. We have established jsliahd procedures for risk assessment and thevabpreporting and monitoring of
derivative instrument activities. We do not holdssue derivative financial instruments for tradorgspeculative purposes. Management
periodically reviews our exposure to interest fatetuations and implements strategies to managexposure.

There were no material changes to market riskingrfsom changes in interest rates for the yeaedridecember 31, 2012, when
compared to the disclosures provided in our AniRegdort on Form 10-K for the year ended Decembe@11.

At December 31, 2012, we have approximately $18li@m (excluding capital lease and other obligasowvith a carrying amount of
$734 million) of long-term debt outstanding, 89.8%which bears interest at fixed rates and is floeeenot exposed to interest rate risk. We
had $2 billion floating rate debt exposed to charigehe London InterBank Offered Rate (LIBOR). ypbthetical increase of 100 basis points
in LIBOR relative to this debt would decrease ounw@al pre-tax earnings by $20 million.

With our acquisition of Savvis in July 2011, we Bdecome exposed to the risk of fluctuations inféineign currencies in which its
international operations are denominated, primadhié/Euro, the British Pound, the Canadian Dottee,Japanese Yen and the Singapore
Dollar. As a consolidated entity, the percentageegénues generated and costs incurred that acerdeated in these currencies are immate
We use a sensitivity analysis to estimate our e this foreign currency risk, measuring thargde in financial position arising from
hypothetical 10% change in the exchange rateseskticurrencies, relative to the U.S. Dollar witto#ier variables held constant. The
aggregate potential change in the fair value oftasgsulting from a hypothetical 10% change is¢hexchange rates was $18 million at
December 31, 2012.

Certain shortcomings are inherent in the methoahalysis presented in the computation of exposoresarket risks. Actual values may
differ materially from those presented above if keficonditions vary from the assumptions used énathalyses performed. These analyses
incorporate the risk exposures that existed at Dbee 31, 2012.

OFF-BALANCE SHEET ARRANGEMENTS

We have no special purpose or limited purposeiestihat provide off-balance sheet financing, lifiyi, or market or credit risk support
and we do not engage in leasing, hedging, or atingtar activities that expose us to any significkabilities that are not (i) reflected on the
face of the consolidated financial statementsd{gflosed in Note 15—Commitments and Contingenci¢be consolidated financial
statements in Item 8 of our Annual Report on FofrKifor the year ended December 31, 2012, or irFiltere Contractual Obligations table
included above or (iii) discussed under the heatlifarket Risk” above.
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CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Report of Management

The Shareholders
CenturyLink, Inc.:

Management has prepared and is responsible fantéagrity and objectivity of our consolidated fir@al statements. The consolidated
financial statements have been prepared in accoedaith accounting principles generally acceptetheUnited States of America and
necessarily include amounts determined using ostrjnpdgments and estimates.

Our consolidated financial statements have beeitealidy KPMG LLP, an independent registered puéaticounting firm, who have
expressed their opinion with respect to the fasrafghe consolidated financial statements. Thadlitavas conducted in accordance with
standards of the Public Company Accounting Ovetdiglard (United States).

Management is responsible for establishing and taiaing adequate internal control over financiglaing, a process designed to
provide reasonable assurance regarding the rétjabflfinancial reporting and the preparation ofancial statements for external purposes in
accordance with generally accepted accounting ipfesz Under the supervision and with the partitgraof management, including our
principal executive officer and principal financ@ficer, we conducted an evaluation of the effemtiess of our internal control over financial
reporting based on the frameworkiimernal Control—Integrated Frameworgsued by the Committee of Sponsoring Organizatidribe
Treadway Commission (“COSQ”). Based on our evatunatinder the framework of COSO, management condltita our internal control
over financial reporting was effective at Decembgr2012. The effectiveness of our internal condrar financial reporting at December 31,
2012 has been audited by KPMG LLP, as stated in téport which is included herein.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or détaisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeénaate because of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

The Audit Committee of the Board of Directors ismgmsed of independent directors who are not ofioeremployees. The Committee
meets periodically with the external auditors, ing¢ auditors and management. The Committee carssile independence of the external
auditors and the audit scope and discusses inteonélol, financial and reporting matters. Both éx¢éernal and internal auditors have free
access to the Committee.

/sl R. Stewart Ewing, Jr.

R. Stewart Ewing, Jr.
Executive Vice President, Chief Financial OfficadaAssistant Secretary
March 1, 2013
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Report of Independent Registered Public Accourtfinm

The Board of Directors and Stockholders
CenturyLink, Inc.:

We have audited the accompanying consolidated balsimeets of CenturyLink, Inc. and subsidiaries @ompany) as of December 31,
2012 and 2011, and the related consolidated statsrmé&operations, comprehensive income (loss)) lasis, and stockholders’ equity for
each of the years in the three-year period endegmber 31, 2012. These consolidated financialrstaés are the responsibility of the
Company’s management. Our responsibility is to egpran opinion on these consolidated financiastants based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet &andbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and digs in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenenelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenégpects, the financial position of the
Company as of December 31, 2012 and 2011, anc:$hts of their operations and their cash flowsefach of the years in the three-year
period ended December 31, 2012, in conformity Wwit8. generally accepted accounting principles.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
Company’s internal control over financial reportiag) of December 31, 2012, based on criteria estadliininternal Control—Integrated
Frameworkissued by the Committee of Sponsoring Organizatifrise Treadway Commission (COSO), and our regated March 1, 2013
expressed an unqualified opinion on the effectigsre the Company’s internal control over financégorting.

/sl KPMG LLP

Shreveport, Louisiana
March 1, 2013

A-40



Table of Contents

Report of Independent Registered Public Accourtfinm

The Board of Directors and Stockholders
CenturyLink, Inc.:

We have audited CenturyLink, Inc. and subsidiarffe® Company) internal control over financial repg as of December 31, 2012,
based on criteria establishedimernal Control—Integrated Frameworgsued by the Committee of Sponsoring Organizatifriee Treadway
Commission (COSO). The Company’s management ionsdple for maintaining effective internal contoser financial reporting and for its
assessment of the effectiveness of internal cootret financial reporting, included in the accomyag Report of ManagemenOur
responsibility is to express an opinion on the Canys internal control over financial reporting bdson our audit.

We conducted our audit in accordance with the stedwof the Public Company Accounting Oversighti@d&/nited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whetheatigéénternal 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 eaigtistesting and evaluating the design and operafiiectiveness of internal control based on
the assessed risk. Our audit also included perfaggreuch other procedures as we considered necesghgycircumstances. We believe that
our audit provides a reasonable basis for our opini

A company'’s internal control over financial repodiis a process designed to provide reasonablesaesuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting princip

A company'’s internal control over financial repodiincludes those policies and procedures thai€ftpin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseocfompany; (2) provide reasonable assuranc
that transactions are recorded as necessary tatg@aparation of financial statements in accor@anwith generally accepted accounting
principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteatfainauthorized acquisition, use, or
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or d¢taisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeénaate because of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, the Company maintained, in all maleespects, effective internal control over figal reporting as of December 31,
2012, based on criteria establishedniternal Control—Integrated Framewoiksued by the COSO.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the
consolidated balance sheets of the Company asad#rleer 31, 2012 and 2011, and the related consatiddatements of operations,
comprehensive income (loss), cash flows, and stddkins’ equity for each of the years in the threasyperiod ended December 31, 2012, anc
our report dated March 1, 2013 expressed an urigghtipinion on those consolidated financial stagats.

/sl KPMG LLP

Shreveport, Louisiana
March 1, 2013
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CENTURYLINK, INC.
Consolidated Statements of Operations

OPERATING REVENUES
OPERATING EXPENSE:!
Cost of services and products (exclusive of deptiei and amortizatior
Selling, general and administrati
Depreciation and amortizatic
Total operating expens
OPERATING INCOME
OTHER INCOME (EXPENSE
Interest expens
Net loss on early retirement of de
Other income
Total other income (expens
INCOME BEFORE INCOME TAX EXPENSI
Income tax expens
NET INCOME

BASIC AND DILUTED EARNINGS PER COMMON SHARI
BASIC
DILUTED
WEIGHTED AVERAGE COMMON SHARES OUTSTANDIN(
BASIC
DILUTED

See accompanying notes to consolidated financssients.
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Years Ended December 31

2012

2011

2010

(Dollars in millions, except per share
amounts and shares in thousands)

$ 18,37¢ 15,35! 7,04z
7,63¢ 6,32t 2,541
3,241 2,97t 1,00¢
4,78( 4,02¢ 1,43¢
15,66: 13,32¢ 4,98:
2,71¢ 2,02t 2,06(
(1,319 (1,079 (544)
(179) (8) —

35 3 15
(1,469 (1,079 (52)
1,25( 94¢ 1,531
47z 37E 582
$ 777 572 94¢
$ 1.2¢ 1.07 3.1¢
$ 1.2t 1.07 3.1¢
620,200 532,78  300,61¢
622,28  534,12.  301,29°
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CENTURYLINK, INC.
Consolidated Statements of Comprehensive (Lossniec

Years Ended December 31

2012 2011 2010
(Dollars in millions)
NET INCOME $ 771 57% 94¢
OTHER COMPREHENSIVE (LOSS) INCOME
Items related to employee benefit pla
Change in net actuarial loss, net of $432, $508%aadtax (694) (812 (53)
Change in net prior service credit, net of $4, 428 $2 tay (6) (37) 3)
Auction rate securities marked to market, net 4) $$2 and —tax 2 (4) —
Auction rate securities settlements reclassifieddabincome, net of $(1)—and —tax 3 — —
Foreign currency translation adjustment and othetr of —, $2 and —tax 6 (18) —
Other comprehensive (loss) incol (68€) (877) (56)
COMPREHENSIVE INCOME (LOSS $ 88 (29¢) 89z

See accompanying notes to consolidated financssients.
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CENTURYLINK, INC.
Consolidated Balance Sheets

ASSETS
CURRENT ASSET¢
Cash and cash equivalel
Accounts receivable, less allowance of $158 and:!
Income tax receivabl
Deferred income taxes, n
Other
Total current asse

NET PROPERTY, PLANT AND EQUIPMEN
Property, plant and equipme
Accumulated depreciatic

Net property, plant and equipme

GOODWILL AND OTHER ASSETS
Goodwill
Customer relationships, n
Other intangible assets, r
Other, ne

Total goodwill and other asse

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERES EQUITY
CURRENT LIABILITIES
Current maturities of lor-term debt
Accounts payabl
Accrued expenses and other liabilit
Salaries and benefi
Income and other taxt
Interest
Other
Advance billings and customer depo:
Total current liabilities
LONG-TERM DEBT

DEFERRED CREDITS AND OTHER LIABILITIES
Deferred income taxes, n
Benefit plan obligations, ni
Other

Total deferred credits and other liabiliti

COMMITMENTS AND CONTINGENCIES (Note 1£
STOCKHOLDER? EQUITY

Preferred stock—noredeemable, $25.00 par value, authorized 2,00@shasued and outstanding 7

9 share:

Common stock, $1.00 par value, authorized 1,600a0@0800,000 shares, respectively, issued

and outstanding 625,658 and 618,514 sh
Additional paic-in capital
Accumulated other comprehensive (loss) ince
Retained earning

Total stockholder equity
TOTAL LIABILITIES AND STOCKHOLDERS EQUITY

See accompanying notes to consolidated financssients.
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December 31

2012

2011

(Dollars in millions
and shares in thousands)

$ 211
1,917

42

891

552

3,618

32,08¢

(13,059
19,03:

21,73:
7,052
1,79¢

79€
31,37¢
$ 54,02(

$ 1,20¢
1,207

683
35¢€
26€
234
642
4,59¢
19,40(

3,64¢
5,84¢
1,24¢
10,73¢

62€
19,07¢
(1,709
1,28¢
19,28¢

$ 54,02(
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CENTURYLINK, INC.
Consolidated Statements of Cash Flows
Years Ended December 31

2012 2011 2010
(Dollars in millions)

OPERATING ACTIVITIES

Net income $ 771 572 94¢
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation and amortizatic 4,78( 4,02¢ 1,43¢
Deferred income taxe 394 39t 132
Provision for uncollectible accour 187 15z 91
Long-term debt (premium) discount amortizat| (88) (14 1
Net loss on early retirement of de 17¢ 8 —
Changes in current assets and current liabili
Accounts receivabl (1549 (102 (118
Accounts payabl (72) (58) (9€)
Accrued income and other tax (14 31 38
Other current assets and other current liabilities 16 (7€) (127)
Retirement benefit (169) (68¢) (277)
Changes in other noncurrent assets and liabi 161 (6) (13
Other, ne 68 93 2€
Net cash provided by operating activit 6,06¢ 4,201 2,04t
INVESTING ACTIVITIES
Payments for property, plant and equipment andal@®d software (2,919 (2,41)) (869
Cash paid for Savvis acquisition, net of $61 casjuaed — (1,67)) —
Cash acquired in Qwest acquisition, net of $5 qast — 41¢ —
Proceeds from sale of property and intangible a: 191 — —
Other, ne 38 1€ 5
Net cash used in investing activiti (2,690 (3,647 (859)
FINANCING ACTIVITIES
Net proceeds from issuance of I-term debt 3,36: 4,102 —
Payments of lor-term debi (5,119 (2,989 (500
Net borrowings (payments) on credit facil 543 (88) 74
Early retirement of debt cos (34¢€) (119 —
Dividends paic (1,817 (1,556 (879
Net proceeds from issuance of common s 11C 10< 13C
Repurchase of common stc (37 (32) ()]
Other, ne 2 9 17
Net cash used in financing activiti (3,299 (577 (1,179
Effect of exchange rate changes on cash and casbaéts 3 (22) —
Net increase (decrease) in cash and cash equis 83 (45) 11
Cash and cash equivalents at beginning of p¢ 12¢ 17¢ 162
Cash and cash equivalents at end of pe $ 211 12¢ 17%
Supplemental cash flow informatic
Income taxes (paid) refunded, | $ (82 $ 11¢ (424
Interest (paid) (net of capitalized interest of $825 and $13 $(1,408)  $(1,22%) (54¢)

See accompanying notes to consolidated financgsients.
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CENTURYLINK, INC.
Consolidated Statements of Stockholders’ Equity
Years Ended December 31

2012 2011 2010
(Dollars in millions)

COMMON STOCK (represents dollars and sha

Balance at beginning of peric $ 61¢ 30¢ 29¢
Issuance of common stock to acquire Qwest, inclyidirares issued in connection with share-base
compensation awar( — 294 —
Issuance of common stock to acquire Savvis, inolydhares issued in connection with share-based
compensation awar( — 14 —
Issuance of common stock through dividend reinvestirincentive and benefit pla 8 6 6
Shares withheld to satisfy tax withholdir (1) — —
Balance at end of peric 62€ 61¢ 30E
ADDITIONAL PAID -IN CAPITAL
Balance at beginning of peric 18,90: 6,181 6,02(
Issuance of common stock to acquire Qwest, inclpdssumption of she-based compensation awa — 11,97 —
Issuance of common stock to acquire Savvis, inolydissumption of she-based compensation aws — 601 —
Issuance of common stock through dividend reinvestirincentive and benefit pla 10z 97 124
Shares withheld to satisfy tax withholdir (34) (30 (1€)
Shar+-based compensation and other, 11C 78 53
Balance at end of peric 19,07¢ 18,90: 6,181
ACCUMULATED OTHER COMPREHENSIVE (LOSS) INCOM
Balance at beginning of peric (1,012 (147 (85)
Other comprehensive (loss) incol (68¢9) (8717) (56)
Balance at end of peric (1,70)) (1,017 (147
RETAINED EARNINGS
Balance at beginning of peric 2,31¢ 3,30z 3,23:
Net income 771 573 94¢
Dividends declare (1,81)) (1,556 (879
Balance at end of peric 1,28t 2,31¢ 3,302
TOTAL STOCKHOLDERY EQUITY $19,28¢ 20,821 9,64

See accompanying notes to consolidated financassients.
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CENTURYLINK, INC.
Notes to Consolidated Financial Statements

Unless the context requires otherwise, referencalase Notes to “CenturyLink,” “we,” “us” and “out refer to CenturyLink, Inc. and
its consolidated subsidiaries, including SAVVIS, bnd its consolidated subsidiaries (referred $3'Savvis”) for periods on or after July 15,
2011, Qwest Communications International Inc. asdonsolidated subsidiaries (referred to as “Qwe$br periods on or after April 1, 201.
and Embarg Corporation and its consolidated sulzsids (referred to as “Embarq”) for periods on oftar July 1, 2009.

(1) Basis of Presentation and Summary of SignificarAccounting Policies
Basis of Presentatiol

We are an integrated communications company engag@arily in providing an array of communicatioservices to our residential,
business, governmental and wholesale customersc@dumunications services include local and longatlise, network access, private line
(including special access), public access, broadibdata, managed hosting (including cloud hostiaglpcation, wireless and video services
certain local and regional markets, we also prolédal access and fiber transport services to ctithgelocal exchange carriers and security
monitoring.

The accompanying consolidated financial statemientade our accounts and the accounts of our sigvid over which we exercise
control. These subsidiaries include our acquisiibBAVVIS, Inc. (“Savvis”) on July 15, 2011 and @8t Communications International Inc.
(“Qwest") on April 1, 2011. See Note 2—Acquisitiofts additional information. All intercompany amdarand transactions with our
consolidated subsidiaries have been eliminated.

Effective January 1, 2012, we changed our ratespitalized labor as we transitioned certain of Qsdegacy systems to our historical
company systems. This transition resulted in ameséd $40 million to $55 million increase in the@unt of labor capitalized as an asset
compared to the amount that would have been ciggithif Qwest had continued to use its legacy systand a corresponding estimated
$40 million to $55 million decrease in operatingperses for the year ended December 31, 2012. Thoetien in expenses described above
of tax, increased net income approximately $25iomlto $34 million, or $0.04 to $0.05 per basic aildted common share, for the year ende
December 31, 2012.

Effective January 1, 2012, we changed our estin@tdse remaining useful lives and net salvage e/&tu certain telecommunications
equipment. These changes resulted in additionakdegion expense of approximately $26 million tioe year ended December 31, 2012. Thi
additional depreciation expense, net of tax, redues income by approximately $16 million, or $0f@8 basic and diluted common share, for
the year ended December 31, 2012.

On April 2, 2012, our subsidiary, Qwest Corporatft@C”), sold an office building for net proceeds®i33 million. As part of the
transaction, QC agreed to lease a portion of tlildibg from the new owner. As a result, the $16lianl gain from the sale was deferred and
will be recognized as a reduction to rent expenvaz the 10 year lease term.

We also have reclassified certain other prior geamounts to conform to the current period presemtaincluding the categorization of
our revenues and our segment reporting. See NeteSEgment Information for additional information.€Be changes had no impact on total
revenues, total operating expenses or net incomanfpperiod.
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Summary of Significant Accounting Policie

Use of Estimate®ur consolidated financial statements are preparadcordance with U.S. generally accepted accogigrinciples.
These accounting principles require us to makeatedstimates, judgments and assumptions. We leeliet the estimates, judgments and
assumptions we made when accounting for items aatters such as, but not limited to, investmentsg{term contracts, customer retention
patterns, allowance for doubtful accounts, depteciaamortization, asset valuations, internal fatapitalization rates, recoverability of assets
(including deferred tax assets), impairment assesnpension, post-retirement and other post-emmot benefits, taxes, certain liabilities
and other provisions and contingencies are reasmnadised on information available at the time tiveye made. These estimates, judgments
and assumptions can affect the reported amouratsseits, liabilities and components of stockholdegsiity as of the dates of the consolidated
balance sheets, as well as the reported amounégy@fiue, expenses and components of cash flowsgdilné periods presented in our
consolidated statements of operations, our coreselitistatements of comprehensive (loss) incom@andonsolidated statements of cash
flows. We also make estimates in our assessmeiistential losses in relation to threatened or penthx and legal matters. See Note 12—
Income Taxes and Note 15—Commitments and Contirigefior additional information.

For matters not related to income taxes, if a isg®pnsidered probable and the amount can be rablgoestimated, we recognize an
expense for the estimated loss. If we have thenpiatdo recover a portion of the estimated lossrfra third party, we make a separate
assessment of recoverability and reduce the egihass if recovery is also deemed probable.

For matters related to income taxes, if the impéetn uncertain tax position is more likely thar teobe sustained upon audit by the
relevant taxing authority, then we recognize a kefar the largest amount that is more likely thaot to be sustained. No portion of an
uncertain tax position will be recognized if thesjiion has less than a 50% likelihood of beinganstd. Interest is recognized on the amou
unrecognized benefit from uncertain tax positions.

For all of these and other matters, actual resoltsd differ from our estimates.

Revenue RecognitioWe recognize revenue for services when the relgedces are provided. Recognition of certain paymesceived
in advance of services being provided is deferrgd the service is provided. These advance paysi@atude activation and installation
charges, which we recognize as revenue over thectegh customer relationship period, which ranges feighteen months to over ten years
depending on the service. We also defer costsustomer activations and installations. The defafalustomer activation and installation
costs is limited to the amount of revenue defeae@dvance payments. Costs in excess of advanoegpéy are recorded as expense in the
period such costs are incurred. Expected custoetaianship periods are estimated using histoesakrience. Termination fees or other fees
on existing contracts that are negotiated in coetjon with new contracts are deferred and recogh@esr the new contract term.

We offer bundle discounts to our customers whoivecgertain groupings of services. These bundleadists are recognized concurrel
with the associated revenues and are allocatdtbtodrious services in the bundled offering basethe estimated selling price of services
included in each bundled combination.

Customer arrangements that include both equipmehsarvices are evaluated to determine whethezléments are separable. If the
elements are deemed separable and separate egrrongsses exist, the revenue associated withedewtent is allocated to each element
based on the relative estimated selling price efséparate elements. We have estimated the spiites of each element by reference to
vendor-specific objective evidence of selling psieehen the elements are sold separately. The revessociated with each element is then
recognized as earned. For example, if we receivadaance payment when we sell equipment and cangraservice together, we immediately
recognize as revenue the amount allocated to thipmgnt as long as all the conditions for reveragagnition have been satisfied. The por
of the advance payment allocated to the servicedbagon its relative selling price is recognizedioly over the longer of the contractual
period or the expected customer relationship period
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We have periodically transferred optical capacgyeds on our network to other telecommunicationdgcarriers. These transactions
are structured as indefeasible rights of use, contyrmeferred to as IRUs, which are the exclusightito use a specified amount of capacity ol
fiber for a specified term, typically 20 years. \&zount for the cash consideration received orsteas of optical capacity assets and on all of
the other elements deliverable under an IRU, asme® ratably over the term of the agreement. We hatrecognized revenue on any
contemporaneous exchanges of our optical capassgtafor other optical capacity assets.

We offer some products and services that are peoviny third-party vendors. We review the relatiopsietween us, the vendor and the
end customer to assess whether revenue shoulghbee® on a gross or net basis. In assessing whethenue should be reported on a gro:
net basis, we consider whether we act as a prihicithe transaction, take title to the productyédnrisk and rewards of ownership or act as ar
agent or broker. Based on our agreements with DIRE&nd Verizon Wireless, we offer these servicesufh sales agency relationships
which are reported on a net basis.

For our data hosting operations, we have servigg Eommitments pursuant to contracts with certdiaur clients. To the extent that
such service levels are not achieved or are otlerdisputed due to performance or service issuether service interruptions or conditions,
we will estimate the amount of credits to be issaed record a reduction to revenue, with a cornegdipg increase in the credit reserve.

USF, Gross Receipts Taxes and Other Surchatgetetermining whether to include in our revenud arpenses the taxes and surche
collected from customers and remitted to governalenithorities, including USF charges, sales, uskele added and some excise taxes, we
assess, among other things, whether we are thaugriobligor or principal taxpayer for the taxesess®d in each jurisdiction where we do
business. In jurisdictions where we determine Watre the principal taxpayer, we record the sugdson a gross basis and include them in
our revenue and costs of services and productsristictions where we determine that we are meaatpllection agent for the government
authority, we record the taxes on a net basis antbtlinclude them in our revenue and costs ofisesvand products.

Advertising CostsCosts related to advertising are expensed as eatamd included in selling, general and adminisiatxpenses in our
consolidated statements of operations. For thesyerated December 31, 2012, 2011 and 2010, ourtaingrexpense was $189 million,
$275 million and $49 million, respectively.

Legal Costsln the normal course of our business, we incursctwshire and retain external legal counsel tosagluis on regulatory,
litigation and other matters. We expense theses@ssthe related services are received.

Income TaxedlNe file a consolidated federal income tax returthwiur eligible subsidiaries. The provision foranee taxes consists of
amount for taxes currently payable, an amountericonsequences deferred to future periods, adgudinto our liabilities for uncertain tax
positions and amortization of investment tax cediVe record deferred income tax assets and fiabilieflecting future tax consequences
attributable to tax net operating losses (“NOL#) credit carryforwards and differences betweerfitancial statement carrying value of
assets and liabilities and the tax bases of theset@aand liabilities. Deferred taxes are compusiay enacted tax rates expected to apply in tt
year in which the differences are expected to atte@ble income. The effect on deferred incomeatsets and liabilities of a change in
rate is recognized in earnings in the period theluides the enactment date.

We establish valuation allowances when necessawdiace deferred income tax assets to the amcuattsve believe are more likely tt
not to be recovered. A significant portion of oet deferred tax assets relate to tax benefitbatable to NOLs. Each quarter we evaluate the
need to retain all or a portion of the valuatidiewhnce on our deferred tax assets. At Decembe2@®I2, we had established a $281 million
valuation allowance, primarily related to state NOA&s it is more likely than not that this amouiit mot be utilized prior to expiration. See
Note 1—Income Taxes for additional information.
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Cash and Cash Equivalentdash and cash equivalents include highly liquicestmnents that are readily convertible into cashaardot
subject to significant risk from fluctuations irtémest rates. As a result, the value at which eashcash equivalents are reported in our
consolidated financial statements approximates thgivalue. In evaluating investments for claigsifion as cash equivalents, we require that
individual securities have original maturities afiety days or less and that individual investmemnids have dollar-weighted average maturitie:
of ninety days or less. To preserve capital anchtaai liquidity, we invest with financial institutns we deem to be of sound financial condi
and in high quality and relatively risk-free invegnt products. Our cash investment policy limits ¢bncentration of investments with specific
financial institutions or among certain productsd arcludes criteria related to credit worthinessoy particular financial institution.

Book overdrafts occur when checks have been issuebave not been presented to our controlled disiooent bank accounts for
payment. Disbursement bank accounts allow us @ydehding of issued checks until the checks aesgmted for payment. Until the issued
checks are presented for payment, the book ovésdaed included in accounts payable on our corst@aibalance sheet. This activity is
included in the operating activities section in oansolidated statements of cash flows.

Accounts Receivable and Allowance for Doubtful Aate.Accounts receivable are recognized based upomtlogiat due from
customers for the services provided or at cosptomchased and other receivables less an allowanc®tibtful accounts. The allowance for
doubtful accounts receivable reflects our bestrest of probable losses inherent in our receivpbiéolio determined on the basis of
historical experience, specific allowances for knawubled accounts and other currently availabidence. We generally consider our
accounts past due if they are outstanding overa38.dOur collection process varies by the cust@sagment, amount of the receivable, and oL
evaluation of the customer’s credit risk. Our phgt accounts are written off against our allowgoceoubtful accounts when collection is
considered to be not probable. Any recoveries obants previously written off are generally recagui as a reduction in bad debt expense in
the period received. The carrying value of accourmtgivable net of the allowance for doubtful acdewapproximates fair value.

Property, Plant and EquipmerRroperty, plant and equipment acquired in conneatitth our acquisitions was recorded based on its
estimated fair value as of its acquisition datespghe estimated value of any associated legaltpotractually required retirement obligations.
Property, plant and equipment purchased subsetuent acquisitions is recorded at cost plus thienaded value of any associated legally or
contractually required retirement obligations. Ry, plant and equipment is depreciated primarding the straighline group method. Und
the straight-line group method, assets dedicatpiaeiding telecommunications services (which cos®the majority of our property, plant
and equipment) that have similar physical charésttes, use and expected useful lives are categpbiiz the year acquired on the basis of equc
life groups for purposes of depreciation and tragkiGenerally, under the straight-line group meftvaaen an asset is sold or retired in the
course of normal business activities, the cosedudted from property, plant and equipment andgdthto accumulated depreciation without
recognition of a gain or loss. A gain or loss isognized in our consolidated statements of operatimly if a disposal is abnormal or unusual.
Leasehold improvements are amortized over the shofithe useful lives of the assets or the exjpelei@se term. Expenditures for maintene
and repairs are expensed as incurred. Intereapitatized during the construction phase of netwar# other internal-use capital projects.
Employee-related costs for construction of netwanmkl other internal use assets are also capitadizedg the construction phase. Property,
plant and equipment supplies used internally anéethat average cost, except for significant imndinal items for which cost is based on
specific identification.

We perform annual internal reviews to evaluaterdasonableness of the depreciable lives for oypepty, plant and equipment. Our
reviews utilize models that take into account daisage, physical wear and tear, replacement fistssumptions about technology evolution
and, in certain instances, actuarially determinetb@bilities to estimate the remaining life of asset base.
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We have asset retirement obligations associatddtit legally or contractually required removabdimited group of property, plant a
equipment assets from leased properties and thesiisof certain hazardous materials present iroamed properties. When an asset
retirement obligation is identified, usually in asgtion with the acquisition of the asset, we rddbe fair value of the obligation as a liability.
The fair value of the obligation is also capitatizs property, plant and equipment and then anegrtoxer the estimated remaining useful life
of the associated asset. Where the removal oldigaginot legally binding, the net cost to remosseds is expensed in the period in which the
costs are actually incurred.

We review long-lived assets, other than goodwill ather intangible assets with indefinite lives, ifopairment whenever facts and
circumstances indicate that the carrying amounte@fissets may not be recoverable. For measurgugrises, long-lived assets are groupes
with other assets and liabilities at the lowestlder which identifiable cash flows are largelyl@pendent of the cash flows of other assets an
liabilities, absent a material change in operatidamsimpairment loss is recognized only if the garg amount of the asset group is not
recoverable and exceeds its fair value. Recovétabil the asset group to be held and used is mmeddy comparing the carrying amount of
the asset group to the estimated undiscountedefuitetr cash flows expected to be generated by #st gsoup. If the asset group’s carrying
value is not recoverable, an impairment chargedsgnized for the amount by which the carrying ami@d the asset group exceeds its fair
value. We determine fair values by using a commnadf comparable market values and discounted tasls, as appropriate.

Goodwill, Customer Relationships and Other Intahgifissetsintangible assets arising from business combinatisuch as goodwill,
customer relationships, capitalized software, tngai&s and trade names, are initially recordedtanased fair value. We amortize customer
relationships primarily over an estimated life 6fylears to 12.5 years, using either the sum-ofyfes-digits or straight-line methods,
depending on the type of customer. We amortizetaliged software using the straight-line methodraatimated lives ranging up to seven
years and amortize our other intangible assetsopmethntly using the su-of-theyears digits method over an estimated life of fgears. Othe
intangible assets not arising from business contioing are initially recorded at cost. Where theeere legal, regulatory, contractual or other
factors that would reasonably limit the useful lifiean intangible asset, we classify the intang#sset as indefinite-lived and such intangible
assets are not amortized.

Internally used software, whether purchased orldgee by us, is capitalized and amortized usingstreght-line group method over its
estimated useful life. We have capitalized certaists associated with software such as costs olibgags devoting time to the projects and
external direct costs for materials and servicest€associated with software to be used for iatgrarposes are expensed until the point at
which the project has reached the development sfagesequent additions, modifications or upgradéstérnal-use software are capitalized
only to the extent that they allow the softwarg@ésform a task it previously did not perform. Scdte maintenance, data conversion and
training costs are expensed in the period in wiiiely are incurred. We review the remaining econdivés of our capitalized software
annually. Capitalized software is included in ottitangible assets, net, in our consolidated baaheets.

Our long-lived intangible assets with indefiniteds are tested for impairment annually, or, unéetain circumstances, more frequently,
such as when events or circumstances indicate thayebe an impairment. These assets are carriadtatical cost if their estimated fair value
is greater than their carrying amounts. Howeveheir estimated fair value is less than the cagymount, other indefinite-lived intangible
assets are reduced to their estimated fair valhoeitin an impairment charge to our consolidateestahts of operations. We early adopted the
provisions of Accounting Standards Update (“ASUOIL2-2, Intangibles—Goodwill and Other (Topic 350¢sting Indefinitekived Intangible
Assets for Impairment, during the fourth quarte012, which allows us the option to first revieuatjtative factors to determine the
likelihood of whether the indefinitived intangible asset is impaired before perfogranqualitative impairment test. Under this apphodfowe
determine that it is more likely than not that théefinite-lived intangible asset is impaired, we eequired to compute and compare the fair
value of the indefinite-lived intangible assett®darrying amount to
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determine and measure the impairment loss, if @feycompleted our qualitative assessment as of DiseeB1, 2012 and concluded it is not
more likely than not that our indefinite-lived intgible assets are impaired; thus, no impairmentgehavas recorded in 2012.

We are required to test goodwill for impairmentestst annually, or more frequently if events oharge in circumstances indicate tha
impairment may have occurred. We are required ttevdown the value of goodwill in periods in whittte recorded amount of goodwiill
exceeds the fair value. Our reporting units, whighrefer to as our segments, are not discrete &gdies with discrete financial statements.
Our assets and liabilities are employed in andedlathe operations of multiple reporting unithefefore, the equity carrying value and future
cash flows must be estimated each time a goodwjlairment analysis is performed on a reporting. Usta result, our assets, liabilities and
cash flows are allocated to reporting units usgsgsonable and consistent allocation methodoloGietain estimates, judgments and
assumptions are required to perform these allatatid/e believe these estimates, judgments and assmsito be reasonable, but changes in
many of these can significantly affect each repgrtinit's equity carrying value and future castwgautilized for our goodwill impairment test.
Our annual measurement date for testing goodwitkimment is September 30. As of September 30, 20&2ested for goodwill impairment
on our reporting units, which are our four opergtsegments (regional markets, wholesale marketsiise markets—network and enterprise
markets—data hosting) that we recognized followonginternal reorganization effective April 1, 2012 the fourth quarter of 2012, we
completed our annual impairment testing and coredutiat our goodwill was not impaired as of Septem@®, 2012. See Note 3—Goodwill,
Customer Relationships and Other Intangible Adeetadditional information.

We are required to reassign goodwill to reportingsuieach time we reorganize our internal reporsitmgcture which causes a change in
our operating segments. Goodwill is reassignefieaeporting units using a relative fair value agzh. We utilize the earnings before interes
tax and depreciation as our allocation methodokgit represents a reasonable proxy for the fdirevaf the operations being reorganized.

We periodically review the estimated lives and mdthused to amortize our other intangible asséis.attual amounts of amortization
expense may differ materially from our estimatepeahding on the results of our periodic reviews.

Pension and Post-Retirement Benefit& recognize the overfunded or underfunded stdtosrodefined benefit and posttirement plan
as an asset or a liability on our balance sheet Faar's actuarial gains or losses are a compafanir other comprehensive (loss) income,
which is then included in our accumulated other p@hensive (loss) income. Pension and pestement benefit expenses are recognized
the period in which the employee renders servicelmtomes eligible to receive benefits. We makeifidgnt assumptions (including the
discount rate, expected rate of return on plantassel health care trend rates) in computing timsipa and post-retirement benefits expense
and obligations. See Note 8—Employee Benefits flitional information.

Foreign CurrencyOur results of operations include foreign subsidgarwhich are translated from the applicable fiemal currency to
the United States Dollar using the average excheaigs during the reporting period, while assetslabilities are translated at the reporting
date. Resulting gains or losses from translatimgidm currency are a component of our other congreive (loss) income, which is then
included in our accumulated other comprehensivasjlincome. For the years ended December 31, 2012, and 2010, our foreign currency
translation gain (loss), net of tax, was $6 milli§(l5) million and $-0- million, respectively.

Common StockAt December 31, 2012, we had unissued shares dli#ik common stock reserved of 34 million shai@sincentive
compensation, 4 million shares for acquisitions amillion shares for our employee stock purchdaa 'ESPP").
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Preferred StockHolders of outstanding CenturyLink preferred stack entitled to receive cumulative dividends, reegireferential
distributions equal to $25 per share plus unpardldhnds upon CenturyLink’s liquidation and votesasingle class with the holders of commor
stock.

Out-of-Period Adjustments

During the year ended December 31, 2012, we disedvand corrected an error that resulted in anstement of depreciation expense
in 2011. We evaluated the error considering botimtjtative and qualitative factors and concludeat the error was immaterial to our
previously issued and current period consolidaiteahicial statements. Therefore, we recognized andiBidn reduction in depreciation exper
during the year ended December 31, 2012. The d@mnecf the error resulted in an increase in nebme of $19 million, or approximately
$0.03 per basic and diluted common share, for &z gnded December 31, 2012.

(2) Acquisitions
Acquisition of Savvis

On July 15, 2011, we acquired all of the outstagdiommon stock of Sawvvis, a provider of cloud hagtimnanaged hosting, colocation
and network services in domestic and foreign mark&ke believe this acquisition enhances our aliitge an information technology partner
with our existing business customers and strengtbenopportunities to attract new business custetinghe future. Each share of Savvis
common stock outstanding immediately prior to tbeuasition converted into the right to receive $#0 share in cash and 0.2479 shares of
CenturyLink common stock. The aggregate considaraif $2.382 billion consisted of:

. cash payments of $1.732 billic
. the 14.313 million shares of CenturyLink commorcktssued to consummate the acquisit
. the closing stock price of CenturyLink common statkuly 14, 2011 of $38.54; a

. the estimated net value of the pre-combinationigomf certain share-based compensation awardsnesshy CenturyLink of
$98 million, of which $33 million was paid in cas

Upon completing the acquisition, we also paid $84ffion to retire certain pre-existing Savvis deloid accrued interest, and paid relatec
transaction expenses totaling $15 million. The gzsjments required on or about the closing date Werded using existing cash balances,
which included the net proceeds from the June 2€dliance of senior notes with an aggregate prihaipaunt of $2 billion. See Note 4—
Long-term Debt and Credit Facilities, for additibmdormation about our senior notes.

We have completed our valuation of the fair vali&avvis’ assets acquired and liabilities assuratzhg with the related allocations to
goodwill and intangible assets. The aggregate densiion paid by us exceeded the aggregate esdrfaitesalue of the assets acquired and
liabilities assumed by $1.349 billion, which we kaecognized as goodwill. This goodwill is attribolie to strategic benefits, including
enhanced financial and operational scale, and ptathd market diversification that we expect tdizea None of the goodwill associated with
this acquisition is deductible for income tax pses.
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The following is our assignment of the aggregatesateration:

July 15, 2011
(Dollars in millions)
Cash, accounts receivable and other current as $ 214
Property, plant and equipme 1,367
Identifiable intangible asse
Customer relationshiy 73¢
Other 51
Other noncurrent asse 27
Current liabilities, excluding current maturitieslong-term debi (129
Current maturities of lor-term deb (38)
Long-term debt (840)
Deferred credits and other liabiliti (35¢)
Goodwill 1,34¢
Aggregate consideratic $ 2,38z

* Includes estimated fair value of $90 million faccounts receivable which had gross contractuakval $101 million on July 15, 2011. The
$11 million difference between the gross contradctatue and the estimated fair value assigned semits our best estimate as of July 15,
2011 of contractual cash flows that would not béected.

We have retrospectively adjusted our previouslyreg preliminary assignment of the aggregate Sasomsideration for changes to our
original estimates. These changes are the resatidifional information obtained since the filinfgour Form 10-K for the year ended
December 31, 2011, which occurred during the orse-geeasurement period. Due to these revisionsriestimates, (i) customer relationships
decreased $55 million due to a decrease in ouocwstrelationships valuation, (ii) property, plamd equipment increased $32 million
primarily from a revision to our valuation of oumpgital lease assets, and (iii) deferred creditsaiher liabilities decreased by $30 million
primarily from changes in deferred taxes. Amongeothinor revisions, goodwill decreased by $8 millas an offset to the above-mentioned
changes. The depreciation and amortization expems&ct of the adjustments to intangible assetspmoperty, plant and equipment valuations
did not result in a material change to previouslgparted amounts.

Acquisition of Qwes

On April 1, 2011, we acquired all of the outstamdaommon stock of Qwest, a provider of data, Ireemideo and voice services
nationwide and globally. We entered into this asijigin, among other things, to realize certaintsgiie benefits, including enhanced financial
and operational scale, market diversification anettaged combined networks. As of the acquisitite dQwest served approximately
9.0 million access lines and approximately 3.0ionllbroadband subscribers across 14 states. Each shQwest common stock outstanding
immediately prior to the acquisition converted ittte right to receive 0.1664 shares of Centuryldoknmon stock, with cash paid in lieu of
fractional shares. The aggregate consideratiord&as273 billion based on:

. the 294 million shares of CenturyLink common st@sued to consummate the acquisiti
. the closing stock price of CenturyLink common statiarch 31, 2011 of $41.5

. the estimated net value of the pre-combinationipof share-based compensation awards assumedriyr@Link of $52 million
(excluding the value of restricted stock includedhie number of issued shares specified above)

. cash paid in lieu of the issuance of fractionarebaf $5 million.
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We assumed approximately $12.7 billion of long-tefat in connection with our acquisition of Qwest.

We have completed our valuation of the fair vali@west’s assets acquired and liabilities assurakxhg with the related allocations to
goodwill and intangible assets. The aggregate denaiion exceeded the aggregate estimated faie vdlthe assets acquired and liabilities
assumed by $10.123 billion, which we have recoghaegoodwill. This goodwill is attributable toatgic benefits, including enhanced
financial and operational scale, market diversifaraand leveraged combined networks that we exjoerealize. None of the goodwiill
associated with this acquisition is deductibleifmome tax purposes.

The following is our assignment of the aggregatesateration:

April 1, 2011
(Dollars in millions)
Cash, accounts receivable and other current as $ 2,121
Property, plant and equipme 9,52¢
Identifiable intangible asse
Customer relationshir 7,55¢
Capitalized softwar 1,70z
Other 18¢
Other noncurrent asse 39C
Current liabilities, excluding current maturitielong-term debt (2,426
Current maturities of lor-term deb (2,4272)
Long-term debt (10,257
Deferred credits and other liabiliti (4,239
Goodwill 10,12¢
Aggregate consideratic $ 12,27

* Includes estimated fair value of $1.194 billiar ficcounts receivable which had gross contrastlak of $1.274 billion on April 1, 2011.
The $80 million difference between the gross cantra value and the estimated fair value assigaptesents our best estimate as of
April 1, 2011 of contractual cash flows that woulat be collectec

We have retrospectively adjusted our reported agsigt of the aggregate Qwest consideration for@ésito our original estimates of -
fair value of certain items at the acquisition ddteese changes are the result of additional inftion obtained since the filing of our Form 10-
K for the year ended December 31, 2011, which oedwluring the one-year measurement period. Difgese revisions of our estimates,
(i) identifiable intangible assets decreased due$67 million decrease in our customer relatigoshaluation, (i) property, plant and
equipment decreased by $24 million primarily fromeeision to our valuation of our buildings, anii) @eferred credits and other liabilities
decreased by $63 million primarily from a revisionone of our lease valuations and changes inahiities. Among other minor revisions,
goodwill increased by $17 million as an offsethie ibove-mentioned changes. The depreciation andiaation expense impact of the
adjustments to intangible assets and property} plagh equipment valuations did not result in a mattehange to previously reported amounts

On the acquisition date, we assumed Qwest’s coetticigs. For more information on our contingencseg, Note 15—Commitments and
Contingencies.
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Acquisition-Related Expenses

We have incurred operating expenses related taaguisition of Savvis in July 2011, Qwest in A@@11 and Embarq in July 2009. The
table below summarizes our expenses related taaguisitions, which consist primarily of integratiand severance expenses:

Years Ended December 31

2012 2011 2010
(Dollars in millions)
Acquisitior-related expense $ 83 467 14t

The total amounts of these expenses are recogimzrd cost of services and products and selliegegal and administrative expenses.

At December 31, 2012, we had incurred cumulativigsition related expenses, consisting primarilyneégration and severance related
expenses, of $56 million for Savvis and $464 millfor Qwest. In addition to the acquisition-relategbenses included in the schedule for the
year ended December 31, 2011, transaction expénsies amount of $16 million were incurred in coatien with terminating an unused lo
financing commitment related to our Savvis acqigisitThis amount was not considered an operatitigigcand therefore not included as an
operating expense.

Qwest incurred cumulative pre-acquisition relateplemses of $71 million, including $36 million inreds prior to being acquired and
$35 million on the date of acquisition. Savvis irred cumulative pre-acquisition related expense&2@ million, including $3 million in
periods prior to being acquired and $19 milliontba date of acquisition. These amounts are notidsd in our results of operations.

References to Acquired Business

In the discussion that follows, we refer to ther@mental business activities that we now operaterasult of the Savvis acquisition and
the Qwest acquisition as “Legacy Savvis” and “Legg@evest”, respectively. References to “Legacy Ceyitimk”, when used to a comparison
of our consolidated results for the years endecebser 31, 2012 and 2011, mean the business wetegégnador to the Qwest and Savvis
acquisitions.

Combined Pro Forma Operating Results (Unaudited)

The following unaudited pro forma financial infortizan presents the combined results of CenturyLsif the Qwest and Savvis
acquisitions had been consummated as of JanuagAD,

Years Ended December 31

2011 2010
(Dollars in millions)
Operating revenue $ 18,69: 19,43:
Net income 601 29:
Basic earnings per common sh .97 A8
Diluted earnings per common shi .97 A8

This pro forma information reflects certain adjustits to previously reported operating results, isting of primarily:

. decreased operating revenues and expenses duedlinimation of deferred revenues and deferredesgs associated with
installation activities and capacity leases thatensssigned no value at the acquisition date améltmination of transactions
among CenturyLink, Qwest and Savvis that are ndvjest to intercompany eliminatio
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. increased amortization expense related to idehiiatangible assets, net of decreased depregiakipense to reflect the fair value
of property, plant and equipme!

. decreased recognition of retiree benefit expermeQivest due to the elimination of unrecognizediagal losses

. decreased interest expense primarily due to thetaraton of an adjustment to reflect the increafedvalue of long-term debt of
Qwest recognized on the acquisition date;

. the related income tax effec

The pro forma information does not necessarilyefthe actual results of operations had the QamdiSavvis acquisitions been
consummated at January 1, 2010, nor is it necéssadicative of future operating results. The fjwoma information does not adjust for
integration costs incurred by us, Qwest and Sadwigng 2011 (which are further described abovéig hote) or integration costs to be
incurred by us in future periods. In addition, tve forma information does not give effect to amygmtial revenue enhancements, cost
synergies or other operating efficiencies that doabult from the acquisitions (other than thosdized in our historical consolidated financial
statements after the respective acquisition dates).

(3) Goodwill, Customer Relationships and Other Intangilbe Assets
Goodwill, customer relationships and other intafegéssets consisted of the following:

December 31 December 31
2012 2011
(Dollars in millions)

Goodwill $ 21,73 21,73.

Customer relationships, less accumulated amorizatf $2,524 and $1,3: 7,052 8,23¢

Indefinite-life intangible asset 26¢ 422
Other intangible assets subject to amortiza

Capitalized software, less accumulated amortizaifd814 and $44 1,39¢ 1,622

Trade names and patents, less accumulated amionizdi$142 and $7 12¢ 19¢

Total other intangible assets, 1 $ 1,79 2,24

Total amortization expense for intangible assetstfe years ended December 31, 2012, 2011 and284$1.682 billion, $1.425 billion
and $206 million, respectively.

We estimate that total amortization expense fangible assets for the years ending December 3B ®0ough 2017 will be as follows:

(Dollars in millions)

2013 $ 1,49:
2014 1,36¢
2015 1,232
2016 1,10¢
2017 98¢

Our goodwill was derived from numerous acquisitiameereby the purchase price exceeded the fair \Glthee net assets acquired. For
more information on our recent acquisitions andiltewy fair values, see Note 2—Acquisitions. Durthg year ended December 31, 2012,
during the respective one-year measurement pefdodsir recent acquisitions we retrospectively atgd our previously reported preliminary
assignment of the aggregate consideration for adstgour original estimates. Due to these revssiorour estimates, goodwill increased by
$8 million. This adjustment to goodwill has beeflagted in the balance sheets for both Decembe2@12 and December 31, 2011.

A-57



Table of Contents

Effective April 1, 2012, we restructured our opérgtsegments to support our new operating strucAse result, we reassigned good
to our reporting units using a relative fair vahllcation approach. As of December 31, 2012, wéated our goodwill balances to our
segments as follows:

December 31, 201
(Dollars in millions)

Regional market $ 15,17(
Wholesale market 3,28t
Enterprise marke—network 1,78¢
Enterprise marke—data hostinc 1,491
Total goodwiill $ 21,73.

We test our goodwill for impairment annually, onder certain circumstances, more frequently, ssoliteen events or circumstances
indicate there may be impairment. We are requivasrite down the value of goodwill only in periotswhich the recorded amount of
goodwill exceeds the estimated fair value. Our ahmeasurement date for testing impairment is Seipée 30. As of September 30, 2012, we
tested for goodwill impairment on our reportingtsnivhich are our four operating segments (regioraikets, wholesale markets, enterprise
markets—network and enterprise marketata hosting) that we recognized following our inté reorganization in the second quarter of 2!

We adopted the provisions of ASU 2011-08, Testingd@will for Impairment, in the third quarter of 2Dlwhich permits us to make a
qualitative assessment of whether it is more likkbn not that a reporting unit’s, which we refeas our segments, fair value is less than its
carrying amount before applying the two-step godldmipairment test, which requires us (i) in stepepto identify potential impairments by
comparing the estimated fair value of a reporting against its carrying value and (ii) in step tw@ quantify any impairment identified in step
one. At September 30, 2012, as a result of thentéesternal reorganization of our four segmentsdigenot have a baseline valuation to perf
a qualitative assessment. We estimated the faileval our four segments using an equal weightirsgeth®n a market approach and a
discounted cash flow method. The market approachdes the use of comparable multiples of publicdged companies whose services are
comparable to ours. The discounted cash flow meithbdsed on the present value of projected caslsfand a terminal value, which
represents the expected normalized cash flowseofélyments beyond the cash flows from the disoieéeyear projection period. We
discounted the estimated cash flows for our redioraakets, wholesale markets, and enterprise markaetwork segments using a rate that
represents a market participant’s weighted avecageof capital, which we determined to be appratety 6.0% as of the measurement date
(which was comprised of an after-tax cost of ddl8.82% and a cost of equity of 8.4%). We discounterestimated cash flows of our
enterprise markets—data hosting segment usingedahrat represents a market participant’s estimatgdghted average cost of capital, which
we determined to be approximately 11.0% as of teasurement date (which was comprised of an afkecdst of debt of 3.2% and a cost of
equity of 12.0%). We also reconciled the estimdt@dvalues of the segments to our market capitibn as of September 30, 2012 and
concluded that the indicated implied control premiof approximately 14% was reasonable based omtré@asactions in the market place.
Based on our analysis performed with respect taeporting units described above, we have concltidaidour goodwill is not impaired.

Our long-lived intangible assets with indefiniteds are tested for impairment annually, or, unéetain circumstances, more frequently,
such as when events or circumstances indicate thayebe an impairment. These assets are carrtadtatical cost if their estimated fair value
is greater than their carrying amounts. Howeveheir estimated fair value is less than the cagymount, other indefinite-lived intangible
assets are reduced to their estimated fair valaigh an impairment charge to our consolidateeéstahts of operations. We early adopted the
provisions of ASU 2012-2, Intangibles—Goodwill adther (Topic 350): Testing Indefiniteived Intangible Assets for Impairment, during
fourth quarter of 2012, which allows us the optiofirst review qualitative factors to determine tikelihood of whether the indefinite-lived
intangible asset is
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impaired before performing a qualitative impairmesgt. Under this approach, if we determine thit iihore likely than not that the indefinite-
lived intangible asset is impaired, we will be reqd to compute and compare the fair value of tiiefinite-lived intangible asset to its
carrying amount to determine and measure the immeaat loss, if any. We completed our qualitativeeasment as of December 31, 2012 and
concluded it is not more likely than not that cudléfinitelived intangible assets are impaired; thus, no impent charge was recorded in 2C

During the second quarter of 2012, we committea ptan to sell our Advanced Wireless Services AcBland 700 MHz wireless in the
A, B, and C Blocks, which in the aggregate hadsisbaf $154 million. We sold $58 million of our wiess spectrum assets during the fourth
quarter of 2012, and we sold another $43 millioowf wireless spectrum assets in January 2018elaggregate, these transactions resulted
a gain of $32 million. We expect to reach agreesaiith various other purchasers for the remainperctum, and the consummation of which
will be subject to regulatory approval.

(4) Long-Term Debt and Credit Facilities

Long-term debt, including unamortized discounts preimiums, at December 31, 2012 and 2011 consitedrrowings by
CenturyLink, Inc. and certain of its subsidiariesluding Qwest and Embarqg Corporation (“Embar@?y follows:

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

CenturyLink, Inc.

Senior note! 5.000%- 7.650% 2013-204: $ 6,25( 4,51¢
Credit facility @ 1.960%- 4.000% 2017 82C 271
Term loan 2.22% 2019 424 —
Subsidiaries
Qwest
Senior note? 3.558%- 8.375% 2013- 2052 9,16¢ 11,46(
Embarq
Senior note! 7.082%- 7.995% 2016- 203¢ 2,66¢ 4,01:
First mortgage bonc 6.875%- 8.770%  2013- 202°¢ 32z 322
Other 6.750%- 9.000% 2013- 201¢ 20C 20C

Other subsidiary note

First mortgage note — 65

Capital lease and other obligatic Various Various 734 712
Unamortized premiums (discounts) and other, 18 26¢
Total lon¢-term debr 20,60t 21,83¢
Less current maturitie (1,20 (480
Long-term debt, excluding current maturiti $19,40( 21,35¢

(1) The information presented here illustratesititerest rates and maturity on our credit faciéisyamended and restated on April 6, 2012.
The outstanding amount of our Credit Facility barimgs at December 31, 2012 was $820 million withedghted average interest rate of
2.45%.

(2) The $750 million of Qwest Corporation Notes @04 3 are floating rate notes, with a rate thatteesvery three months. As of the most
recent measurement date of December 17, 2012athéor these notes was 3.55¢
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New Issuance:
2012

On June 25, 2012, QC issued $400 million aggregateipal amount of 7.00% Notes due 2052 in excldog net proceeds, after
deducting underwriting discounts and expenses387 $nillion. The Notes are unsecured obligatiors may be redeemed, in whole or in part
on or after July 1, 2017 at a redemption price Etua00% of the principal amount redeemed pluswset interest.

On April 18, 2012, CenturyLink entered into a tdoan in the amount of $440 million with CoBank aseleral other Farm Credit
System banks. This term loan is payable in 29 aartaee quarterly installments of $5.5 million inipeipal plus interest through April 18,
2019, when the balance will be due. We have thimoptf paying monthly interest based upon eithendan Interbank Offered Rate
(“LIBOR") or the base rate (as defined in the ctedjreement) plus an applicable margin betweer?a #&02.50% per annum for LIBOR loans
and 0.50% to 1.50% per annum for base rate logoesndiing on our then current senior unsecured leng-tebt rating. Our term loan is
guaranteed by two of our wholly-owned subsidiari&sbarg and QCII, and one of QCII's whollyvned subsidiaries. The remaining terms
conditions of our term loan are substantially samtb those set forth in our Credit Facility, désed in this Note below under “Credit
Facilities.”

On April 2, 2012, QC issued $525 million aggregatacipal amount of 7.00% Notes due 2052 in exclediog net proceeds, after
deducting underwriting discounts and expenses508%nillion. The Notes are unsecured obligatiors may be redeemed, in whole or in part
on or after April 1, 2017 at a redemption priceado 100% of the principal amount redeemed plusued interest.

On March 12, 2012, CenturyLink issued (i) $650 ioillaggregate principal amount of 7.65% Senior Bldige 2042 in exchange for net
proceeds, after deducting underwriting discouritapproximately $644 million and (ii) $1.4 billicaggregate principal amount of 5.80%
Senior Notes due 2022 in exchange for net proceds,deducting underwriting discounts, of appneaiely $1.389 billion. The Notes are
unsecured obligations and may be redeemed atmeyan the terms and conditions specified therein.

2011

On October 4, 2011, our indirect wholly owned sdizsiy, QC issued $950 million aggregate principabant of its 6.75% Notes due
2021 in exchange for net proceeds, after deductiagrwriting discounts and expenses, of $927 millithe notes are senior unsecured
obligations of QC and may be redeemed, in whoie part, at a redemption price equal to the greaiténeir principal amount or the present
value of the remaining principal and interest pagtaeliscounted at a U.S. Treasury interest rateifgpet in the indenture agreement plus 50
basis points. In October 2011, QC used the netgedx from this offering, together with the $557limmil of net proceeds received on
September 21, 2011 from the debt issuance desdo#deds and available cash, to redeem the $1.500rb&ggregate principal amount of its
8.875% Notes due 2012 and to pay all related fedseapenses, which resulted in an immaterial loss.

On September 21, 2011, QC issued $575 million agdeeprincipal amount of its 7.50% Notes due 2@bdxichange for net proceeds,
after deducting underwriting discounts and expense$557 million. The notes are senior unsecutddyations of QC and may be redeemed,
in whole or in part, on or after September 15, 28tl& redemption price equal to 100% of the prialcgmount redeemed plus accrued and
unpaid interest to the redemption date.

On June 16, 2011, we issued unsecured senior witean aggregate principal amount of $2.0 bill{t®enior Notes”), consisting of
(i) $400 million of 7.60% Senior Notes, Series Be @039, (ii) $350 million of 5.15% Senior NotegriBs R, due 2017 and (iii) $1.250 billion
of 6.45% Senior Notes, Series S, due 2021. Aftdudiéng underwriting discounts and expenses, weived aggregate net proceeds of
$1.959 hillion in exchange for the Senior Notes. Mgy redeem the Senior Notes, in whole or in gardny time at a redemption
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price equal to the greater of their principal antaumthe present value of the remaining principad anterest payments discounted at a U.S.
Treasury interest rates plus 50 basis points. \ed tiee net proceeds to fund a portion of our adiprisof Savvis and repay certain of Savvis’
debt. See Note 2—Acquisitions for additional infation. In April 2011, we received commitment legtérom two banks to provide up to
$2.0 billion in bridge financing for the Savvis adsjtion. This arrangement was terminated in JWELZn connection with the issuance of the
Senior Notes resulting in $16 million in transantexpenses recognized in other income (expense), ne

On June 8, 2011, QC issued $661 million aggregateipal amount of its 7.375% Notes due 2051 inhexxge for net proceeds, after
deducting underwriting discounts and expenses6d23$nillion. The notes are unsecured obligation@6fand may be redeemed, in whole or
in part, on or after June 1, 2016 at a redemptitoeequal to 100% of the principal amount redeeplad accrued and unpaid interest to the

redemption date.
Repayment:
2012
On October 26, 2012, QCII redeemed all $550 milbbits 8.00% Notes due 2015, which resulted iram @f $15 million.

On August 29, 2012, certain subsidiaries of Cemnfim/paid $29 million and $30 million, respectively retire its outstanding Rural
Utilities Service and Rural Telephone Bank debt.

On August 15, 2012, CenturyLink paid at maturity $818 million principal amount of its 7.875% Notes

On July 20, 2012, QC redeemed all $484 milliont®f7.50% Notes due 2023, which resulted in an irermedtloss.

On May 17, 2012, QCII redeemed $500 million of7itS50% Notes due 2014, which resulted in an immealtgain.

On April 23, 2012, Embarg redeemed the remainir@p$8illion of its 6.738% Notes due 2013, which fe=iiin an immaterial loss.

On April 18, 2012, QC completed a cash tender dffgrurchase a portion of its $811 million of 8.37Blotes due 2016 and its
$400 million of 7.625% Notes due 2015. With resgedts 8.375% Notes due 2016, QC received andpaeddenders of approximately
$575 million aggregate principal amount of thestegspor 71%, for $722 million including a premiui®es and accrued interest. With respe
its 7.625% Notes due 2015, QC received and accépbeiers of approximately $308 million aggregatagipal amount of these notes, or 77
for $369 million including a premium, fees and aead interest. The completion of this tender ofémulted in a loss of $46 million.

On April 2, 2012, Embarg completed a cash tendfer &6 purchase a portion of its $528 million o 88% Notes due 2013 and its
$2.0 billion of 7.082% Notes due 2016. With respgedts 6.738% Notes due 2013, Embarq receivedaandpted tenders of approximately
$328 million aggregate principal amount of thestespor 62%, for $360 million including a premiui®es and accrued interest. With respe
its 7.082% Notes due 2016, Embarq received andosedeéenders of approximately $816 million aggregatncipal amount of these notes, or
41%, for $944 million including a premium, fees atrued interest. The completion of these tenffersoresulted in a loss of $144 million.

On March 1, 2012, QCII redeemed $800 million of7itS0% Notes due 2014, which resulted in an imnedtgain.
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2011

In October 2011, QC used the net proceeds of $9®dmfrom the October 4, 2011 issuance, togethigh the $557 million of net
proceeds received from the September 21, 201 lisiEnce described above and available cash, éemethe $1.5 billion aggregate principal
amount of its 8.875% Notes due 2012 and to pasekted fees and expenses, which resulted in aratamal loss.

In June 2011, QC used the net proceeds of $64bmfllom the June 8, 2011 debt issuance, togetitaravailable cash, to redeem
$825 million aggregate principal amount of its B8/Notes due 2011 and to pay related fees and sgpewhich resulted in an immaterial
loss.

Credit Facilities

On April 6, 2012, we amended and restated our Billi@n revolving credit facility to increase th@gregate principal amount available
$2.0 billion and to extend the maturity date to ihp017. This amended credit facility (the “CreBucility”) has 18 lenders, with commitments
ranging from $2.5 million to $181 million and allswas to obtain revolving loans and to issue upia0dmillion of letters of credit, which will
reduce the amount available for other extensiorsatfit. Interest is assessed on borrowings usthgreahe LIBOR or the base rate (as definec
in the Credit Facility) plus an applicable margetween 1.25% and 2.25% per annum for LIBOR loams(ap5% and 1.25% per annum for
base rate loans depending on our then currentrsemsecured longerm debt rating. Our obligations under the Créditility are guaranteed
two of our wholly-owned subsidiaries, Embarg andliQ&nd one of QCII's wholly-owned subsidiaries.the event of a ratings decline below
“investment grade” as defined, Savvis and its dpegasubsidiaries will become guarantors of thed@rEacility. As of December 31, 2012,
there was $820 million outstanding under the CrEdldility.

In April 2011, we entered into a $160 million unawitted revolving letter of credit facility which ahles us to provide letters of credit
under terms that may be more favorable than thondenthe Credit Facility. At December 31, 2012, outstanding letters of credit totaled
$120 million under this facility.

Aggregate Maturities of Lon-Term Debt
Aggregate maturities of our long-term debt (exahgdiinamortized premiums, discounts and other):

(Dollars in millions)

2013 $ 1,20t
2014 781
2015 54t
2016 1,48¢
2017 2,31z
2018 and thereaftt 14,25¢
Total lon¢-term deb: $ 20,581

Interest Expens

Interest expense includes interest on long-ternt. ddte following table presents the amount of gliagsrest expense, net of capitalized
interest:

Years Ended
December 31,
2012 2011 2010
(Dollars in millions)

Interest expenst

Gross interest expen $1,36: 1,09 557
Capitalized interes (43) (25) (13
Total interest expens $1,31¢ 1,072 544
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Covenants

Certain of our loan agreements contain variousio#isins, as described more fully below. The covesaurrently in place result in no
significant restriction to the transfer of funderfr our consolidated subsidiaries to CenturyLink.

The senior notes of CenturyLink were issued unddandenture dated March 31, 1994. This indentuesdmt contain any financial
covenants, but does include restrictions that lenit ability to (i) incur, issue or create liensoapour property and (ii) consolidate with or
merge into, or transfer or lease all or substdgtédl of our assets to any other party. The indemtloes not contain any provisions that are
impacted by our credit ratings or that restrictigsaiance of new securities in the event of a nizt@dverse change to us.

The indentures governing Qwest’s debt securitiegato customary covenants that restrict the ahilftwest or its subsidiaries from
incurring additional debt, making certain paymeantd investments, granting liens, and selling ardferring assets. We do not anticipate that
these covenants will significantly restrict ourlapito manage cash balances or transfer cash ketestities within our consolidated group of
companies as needed.

Since the Qwest parent company has achieved ineestgnade ratings from one of the rating agencmst of the covenants listed abc
have been suspended. These covenants will beatdst the Qwest parent company loses the invadtgrade rating from that agency. Uni
the indenture governing these notes, we must repsecthe notes upon certain changes of controthwhére not triggered upon the
acquisition on April 1, 2011. This indenture alsmtins provisions for cross acceleration relatimgny of our other debt obligations and the
debt obligations of our restricted subsidiarieannaggregate amount in excess of $100 million.

Embarg’s senior notes were issued pursuant todentnre dated as of May 17, 2006. While Embareieegally prohibited from creating
liens on its property unless its senior notes aceiied equally and ratably, Embarqg can create barits property without equally and ratably
securing its senior notes so long as the sum dfiddbtedness so secured does not exceed 15% afrE:loonsolidated net tangible assets.
The indenture contains customary events of defaatie of which are impacted by Embarq’s credingatiThe indenture does not contain any
financial covenants or restrictions on the abii@yssue new securities in accordance with thegerhthe indenture.

Several of our other subsidiaries have outstanfilisgmortgage bonds or notes. Each issue of tfiesgenortgage bonds or notes is
secured by substantially all of the property, pamd equipment of the issuing subsidiary. Approxetya21% of our property, plant and
equipment is pledged to secure the long-term dietutilosidiaries.

Under the Credit Facility, we, and our indirect sidilary, QC, must maintain a debt to EBITDA (eagsrefore interest, taxes,
depreciation and amortization, as defined in owd@r~acility) ratio of not more than 4:1 and 2B5espectively, as of the last day of each
fiscal quarter for the four quarters then endec Thedit Facility also contains a negative pledmeéeaant, which generally provides restricti
if we pledge assets or permit liens on our propentyl requires that any advances under the Cradiliy must also be secured equally and
ratably. The Credit Facility also has a cross payrdefault provision, and the Credit Facility arettain of our debt securities also have cross
acceleration provisions.

At December 31, 2012, we were in compliance witlofthe provisions and covenants contained in@uedit Facility and other debt
agreements.
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(5) Accounts Receivable
The following table presents details of our acceurteivable balances:

December 31

2012 20110
(Dollars in millions)
Trade and purchased receivak $1,782 1,76¢
Earned and unbilled receivabl 274 29¢
Other 19 31
Total accounts receivab 2,07t 2,09t
Less: allowance for doubtful accoul (15¢) (149
Accounts receivable, less allowar $1,91% 1,95(

(1) We have reclassified prior period amounts to canfty the current period presentati

We are exposed to concentrations of credit risknfresidential and business customers within ouallservice area, business customers
outside of our local service area and from othlectammunications service providers. We generallydorequire collateral to secure our
receivable balances. We have agreements with t#flemommunications service providers whereby weeagp bill and collect on their behalf
for services rendered by those providers to outoowsrs within our local service area. We purchaseants receivable from other
telecommunications service providers primarily aie@ourse basis and include these amounts in couats receivable balance. We have not
experienced any significant loss associated wiisalpurchased receivables.

The following table presents details of our alloweffor doubtful accounts:

Beginning
Ending
Balance Additions Deductions Other Balance
(Dollars in millions)
2012 $ 14t 187 (279 — 15¢
2011 $ 6C 15: (68) — 14~
2010 $ 48 91 (79 — 60
(6) Property, Plant and Equipment
Net property, plant and equipment is composed efaHowing:
Depreciable December 31
Lives 2012 2011
(Dollars in millions)

Land N/A $ 57¢ 59C

Fiber, conduit and other outside pl® 15-45 year 13,03( 12,41¢

Central office and other network electron® 3-10 year 11,39¢ 9,68:

Support assei® 3-30 year 6,23¢ 6,09¢

Construction in progres® N/A 847 79¢

Gross property, plant and equipm 32,08t 29,58t

Accumulated depreciatic (13,059 (10,14)

Net property, plant and equipme $ 19,03: 19,44

(1) Fiber, conduit and other outside plant consistbef and metallic cable, conduit, poles and othgrporting structure:
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(2) Central office and other network electronicagists of circuit and packet switches, routerg)gnaission electronics and electronics
providing service to customel

(3) Support assets consist of buildings, computersotimel administrative and support equipm

(4) Construction in progress includes inventory heldclanstruction and property of the aforementionsggories that has not been place
service as it is still under constructic

Effective January 1, 2012, we changed our ratespitalized labor as we transitioned certain of €gdegacy systems to our historical
company systems. This transition resulted in ameséd $40 million to $55 million increase in the@unt of labor capitalized as an asset
compared to the amount that would have been cigithif Qwest had continued to use its legacy systand a corresponding estimated
$40 million to $55 million decrease in operatingperses for the year ended December 31, 2012. Toetien in expenses described above
of tax, increased net income approximately $25iomilto $34 million, or $0.04 to $0.05 per basic aildted common share, for the year ende
December 31, 2012.

Effective January 1, 2012, we changed our estin@tdse remaining useful lives and net salvage e/&tu certain telecommunications
equipment. These changes resulted in additionakdegion expense of approximately $26 million tioe year ended December 31, 2012. Thi
additional depreciation expense, net of tax, redue income by approximately $16 million, or $0M@8 basic and diluted common share, for
the year ended December 31, 2012.

During the year ended December 31, 2012, we disedvand corrected an error that resulted in anstement of depreciation expense
in 2011. We evaluated the error considering botimtjtative and qualitative factors and concludeat the error was immaterial to our
previously issued and current period consolidaieahial statements. Therefore, we recognized anfiBidn reduction in depreciation exper
during the year ended December 31, 2012. The damnecf the error resulted in an increase in nebme of $19 million, or approximately
$0.03 per basic and diluted common share, for &z gnded December 31, 2012.

During the first and second quarters of 2012, vimspectively adjusted our reported preliminarjgement of the aggregate Qwest and
Savvis consideration for changes to our origindhestes of the fair value of buildings at the asifion date. This retrospective adjustment
increased the previously reported December 31, 280pfort assets by $8 million.

During 2012, we reclassified certain prior periadoaints of inventory held for construction to comfiaio the current period presentation.
This reclassification increased construction ingoess at December 31, 2011 by $55 million with fisetting decrease to fiber, conduit and
other outside plant and central office and othéwoek electronics by $8 million and $47 million spectively.

We recorded depreciation expense of $3.098 bil@601 billion and $1.228 billion for the yearsled December 31, 2012, 2011 and
2010, respectively.

Asset Retirement Obligatior

At December 31, 2012, our asset retirement obbgatbalance was primarily related to estimatedréutwsts of removing equipment
from leased properties and estimated future cdgtsoperly disposing of asbestos and other hazardwaterials upon remodeling or
demolishing buildings. Asset retirement obligatians included in other long-term liabilities on @mansolidated balance sheets.
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The following table provides asset retirement cdtiign activity:

Years Ended
December 31,

2012 2011 201(
(Dollars in millions)

Balance at beginning of ye $10¢ 41 39
Accretion expens 7 9 2
Liabilities incurred 1 — —
Liabilities assumed in Qwest and Savvis acquis# — 124 —
Liabilities settled and othe @ 3 —
Change in estimai _ (10 (62 =
Balance at end of ye. $10€ 10¢ 41

During 2012 and 2011, we revised our estimatethiicost of removal of network equipment, asbestogdiation, and other obligatio
by $10 million and $62 million, respectively. Thes®isions resulted in a reduction of the asséteraent obligation and offsetting reductior
gross property, plant and equipment.

(7) Severance and Leased Real Estate

Periodically, we have reductions in our workforoel @ave accrued liabilities for related severarustsc These workforce reductions
resulted primarily from the progression or completof our integration plans, increased competitikessures and reduced workload demands
due to the loss of access lines.

We report severance liabilities within accrued exgas and other liabilities-salaries and benefitsuinconsolidated balance sheets and
report severance expenses in cost of servicesraddqts and selling, general and administrativeeagps in our consolidated statements of
operations. We have not allocated any severanaensgpto our regional, enterprise and wholesale etmgegments.

In periods prior to our acquisition of Qwest, Qwleatl ceased using certain real estate that iteessrlg under lonterm operating lease
As of the April 1, 2011 acquisition date, we recizgd liabilities to reflect our preliminary estineatof the fair values of the existing lease
obligations for real estate for which we had ceassdg, net of estimated sublease rentals. Ourédire estimates were determined using
discounted cash flow methods. We recognize expenssflect accretion of the discounted liabiliteasd periodically, we adjust the expense
when our actual experience differs from our inigatimates. We report the current portion of litib8 for ceased-use real estate leases in
accrued expenses and other liabilities and reperhbncurrent portion in deferred credits and ofiaéilities in our consolidated balance she
We report the related expenses in selling, germ@ladministrative expenses in our consolidatedrsients of operations. At December 31,
2012, the current and noncurrent portions of caséel real estate accrual were $19 million and $dillbn, respectively. The remaining lease
terms range from 0.1 to 13.0 years, with a weiglateztage of 9.0 years.

Changes in our accrued liabilities for severanqeasges and leased real estate were as follows:

Severanc Real Estate
(Dollars in millions)

Balance at December 31, 20 $ 18 —
Accrued to expens 132 6
Liabilities assumed in Qwest acquisiti 20 16¢€
Payments, ne (139 (21)
Balance at December 31, 20 37 158
Accrued to expens 96 2
Payments, ne (11z (24
Reversals and adjustme! (3 —
Balance at December 31, 20 $ 17 131
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Our severance expenses for the year ended Dec&hp2011 included $12 million of share-based comsp&on associated with the
accelerated vesting of stock awards that occurr@dmnection with workforce reductions relatinghe acquisition of Qwest.

(8) Employee Benefits
Pension, PosRetirement and Other Post-Employment Benefits

We sponsor several defined benefit pension plahighwin the aggregate cover a substantial portfauo employees including separate
plans for Legacy CenturyLink, Legacy Qwest and loygambarg employees. Until such time as we elesitagrate the Qwest and Embarq
benefit plans with ours, we plan to continue torapethese plans independently. Pension benefifsafticipants of these plans who are
represented by a collective bargaining agreemenibased on negotiated schedules. All other paatit§) pension benefits are based on each
individual participant’s years of service and comgaion. We use a December 31 measurement daa#l éar plans. In addition to these tax
qualified pension plans, we also maintain non-deaipension plans for certain former highly comgeied employees. We maintain post-
retirement benefit plans that provide health caelde insurance benefits for certain eligibleines. We also provide other post-employment
benefits for eligible former employees.

PensionIn connection with the acquisition of Qwest on Afri2011, we assumed defined benefit pension poasored by Qwest for
its employees. Based on a valuation analysis, segrézed a $490 million net liability at April 1021 for the unfunded status of the Qwest
pension plans, reflecting projected benefit oblmag of $8.3 billion in excess of the $7.8 billitair value of plan assets.

Current funding laws require a company with a @hartfall to fund the annual cost of benefits edrimeaddition to a seven-year
amortization of the shortfall. Our funding poliayrfthe pension plans is to make contributions withobjective of accumulating sufficient
assets to pay all qualified pension benefits whenwhder the terms of the plans. The accountingnd#d status of our qualified pension plan:
was $2.5 billion as of December 31, 2012.

We made cash contributions of approximately $32ionilin 2012 to our qualified pension plans. Durthg first quarter of 2013, we
made a series of cash contributions totaling $14lfomto our qualified pension plans. Based onreat laws and circumstances, we do not
expect any further required contributions to thelsas for the remainder of 2013.

In 2010, to align our benefit structure closerttose offered by our competitors, we froze our LgdaenturyLink and Legacy Embarq
pension benefit accruals for our non-representeal@maes at December 31, 2010. Such action resutadeduction of our benefit obligation
of approximately $110 million and resulted in teeagnition of a curtailment gain of approximateBd$nillion in 2010. Prior to their
acquisition on April 1, 2011, Qwest had frozenpignsion benefit accruals for non-represented ereplay

Other Post-Retirement Benefi@ur post-retirement health care plans provide petitement benefits to qualified retirees. The post
retirement health care plans we assumed as pattracquisitions of Qwest and Embarq provide pestament benefits to qualified retirees
and allow (i) eligible employees retiring beforeta@ dates to receive benefits at no or reducstlaad (ii) eligible employees retiring after
certain dates to receive benefits on a sharedbesss. The post-retirement health care plans ameapty funded by us and we expect to
continue funding these post-retirement obligatias$®enefits are paid. Our plans use a Decemberasurement date.

In connection with the acquisition of Qwest on Adri2011, we assumed post-retirement benefit pdaossored by Qwest for certain of
its employees. At April 1, 2011, we recognized &3dllion liability for the unfunded status of Qut&s post-retirement benefit plans, reflecting
estimated accumulated post-retirement benefit abtigs of $3.3 billion in excess of the $762 milifair value of the plan assets.
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No contributions were made to the post-retiremergts in 2012 or 2011, and we do not expect to maas@ntribution in 2013.
A change of 100 basis points in the assumed ifiBalth care cost trend rate would have had theviolg effects in 2012;

100 Basis
Points Change

Increase (Decrease)

(Dollars in millions)

Effect on the aggregate of the service and inteesitcomponents of net periodic post-
retirement benefit expense (statement of operat $ 3 (©)]
Effect on benefit obligation (balance she 77 (70

We expect our health care cost trend rate to dsereyn 0.25% per year from 6.75% in 2013 to an altewate of 4.50% in 2022. Our
post-retirement health care expense, for certégibéd Legacy Qwest retirees and certain eligibdgéacy CenturyLink retirees, is capped at a
set dollar amount. Therefore, those health carefiterbligations are not subject to increasing tieahre trends after the effective date of the
caps.

Expected Cash Flow

The qualified pension, non-qualified pension anstgetirement health care benefit payments and ipresiand life insurance premium
payments are paid by us or distributed from plaetss The estimated benefit payments provided batevbased on actuarial assumptions
using the demographics of the employee and regpiopelations and have been reduced by estimatetiparit contributions.

Medicare
Part D
Posi-Retirement Subsidy
Pension Plan Benefit Plans Receipts
(Dollars in millions)
Estimated future benefit paymen

2013 $ 1,057 377 (25)
2014 1,00¢ 37C (26)
2015 99€ 35¢ (28)
2016 98t 34¢ (29
2017 972 33¢ (31)
2018- 2022 4,62¢ 1,511 (179
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Net Periodic Benefit Expens

The measurement date used to determine pensiomquadified pension and post-retirement health eaue life insurance benefits is
December 31. The actuarial assumptions used to atentipe net periodic benefit expense for our giealibension, non-qualified pension and
post-retirement benefit plans are based upon irdtion available as of the beginning of the yeaprasented in the following table.

Pension Plans Post-Retirement Benefit Plans
2012 20111 2010 2012 2011() 2010

Actuarial assumptions at beginning of

year:
Discount rate 4.25%- 5.10% 5.00%- 5.50% 5.50%- 6.00% 4.60%- 4.80% 5.30% 5.70%- 5.80%
Rate of compensation incree 3.25% 3.25%  3.50%- 4.00% N/A N/A N/A
Expected long-term rate of return on plan

asset: 7.50% 7.50%- 8.00% 8.25%- 8.50%  6.00%- 7.50% 7.25% 7.25%
Initial health care cost trend re N/A N/A N/A 8.00% 8.50% 8.00%
Ultimate health care cost trend N/A N/A N/A 5.00% 5.00% 5.00%
Year ultimate trend rate is reack N/A N/A N/A 2018 2018 2014

N/A—Not applicable

(1) This column does not consider Qwestttuarial assumptions for its pension plan deebeginning of the year due to the acquisitioe
of April 1, 2011. Qwest had the following actuamasumptions as of April 1, 2011: discount rat.dD%,; expected long-term rate of
return on plan assets 7.50%; and a rate of compensacrease of 3.50%

(2) This column does not consider Qwest's actuasalimptions for its post-retirement benefit plauofthe beginning of the year due to the
acquisition date of April 1, 2011. Qwest had thkofeing actuarial assumptions as of April 1, 20diiscount rate of 5.30%; expected
long-term rate of return on plan assets of 7.50fitial health care cost trend rate of 7.50% anitnalte health care trend rate of 5.00% to
be reached in 201

Net periodic pension expense, which includes tfexef of the Qwest acquisition subsequent to Aprit011, included the following
components:

Pension Plans
Years Ended December 31

2012 20114 2010
(Dollars in millions)
Service cos $ 87 70 61
Interest cos 62¢ 56( 24¢€
Expected return on plan ass (847) (709) (283)
Curtailment gair — — (27)
Settlement: — 1 —
Amortization of unrecognized prior service ¢ 4 2 2
Amortization of unrecognized actuarial Ic 35 13 17
Net periodic pension (income) expel $ (96) (63) 22

(1) Includes $58 million of income related to the Qwglains subsequent to the April 1, 2011 acquisidate.
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Net periodic post-retirement benefit expense, winickudes the effects of the Qwest acquisition seghent to April 1, 2011, included the
following components:

Pos+Retirement Plans
Years Ended December 31,

2012 2011 201C
(Dollars in millions)

Service cos $ 22 18 15
Interest cos 17¢ 152 32
Expected return on plan ass (45) (472) 4
Amortization of unrecognized prior service ¢ — (2 3
Amortization of unrecognized actuarial Ic — — _ 1
Net periodic po«retirement benefit expen: $ 15C 127 41

(1) Includes $92 million related to the Qwest plansssgiuent to the April 1, 2011 acquisition di

Benefit Obligations

The actuarial assumptions used to compute the tus@ddus for the plans are based upon informatiafiable as of December 31, 2012
and December 31, 2011 and are as follows:

Pension Plans Pos-Retirement Benefit Plans
December 31 December 31
2012 2011 2012 2011
Actuarial assumptions at end of ye

Discount rate 3.25%- 4.2(% 4.25%- 5.1(% 3.6(% 4.60%- 4.8(%
Rate of compensation incree 3.25% 3.25% N/A N/A
Initial health care cost trend re N/A N/A 6.75% / 7.5% 7.25% [ 8.0%
Ultimate health care cost trend r: N/A N/A 4.5(% 5.0(%
Year ultimate trend rate is react N/A N/A 2022 / 202 201¢

N/A—Not applicable
The following table summarizes the change in theebieobligations for the pension and post-retiratrzenefit plans:

Pension Plans
Years Ended December 31,
2012 2011 2010
(Dollars in millions)

Change in benefit obligatic

Benefit obligation at beginning of ye $13,59¢ 4,53¢ 4,18z
Service cos 87 70 61
Interest cos 62& 56( 24¢
Plan amendmen 14 12 4
Acquisitions — 8,26 —
Actuarial loss 1,56¢ 93( 427
Curtailment gair — — (110
Benefits paid by compar (5) (16) 5)
Benefits paid from plan asse¢ (1,009 (767) (2717)

Benefit obligation at end of ye $14,88: 13,59¢ 4,53¢
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Pos-Retirement Benefit Plans
Years Ended December 31
2012 2011 2010

(Dollars in millions)

Change in benefit obligatic

Benefit obligation at beginning of ye $3,93( 55€ 582
Service cos 22 18 15
Interest cos 17z 152 32
Participant contribution 86 64 14
Plan amendmen — 31 —
Acquisitions — 3,28¢ —
Direct subsidy receipt 19 22 1
Actuarial loss (gain 26C 152 (32
Benefits paid by compar (26¢) (219 (45)
Benefits paid from plan asse¢ (147) (139 (9

Benefit obligation at end of ye $4,07¢ 3,93( 55€

Our aggregate accumulated benefit obligation d3eafember 31, 2012, 2011 and 2010 was $18.956milfi7.499 billion and
$4.509 billion, respectively.

Plan Assets

We maintain plan assets for our qualified pensiamgpand certain post-retirement benefit plans. Jlrdified pension plan assets are
used for the payment of pension benefits and ceeiggible plan expenses. The post-retirement liepkein’s assets are used to pay health car
benefits and premiums on behalf of eligible resraad to pay certain eligible plan expenses. Tipe&®d rate of return on plan assets is the
long-term rate of return we expect to earn on thag assets. The rate of return is determinedbystrategic allocation of plan assets and the
long-term risk and return forecast for each aslssisc The forecasts for each asset class are geth@ramarily from an analysis of the long-
term expectations of various third party investmeanhagement organizations. The expected ratewfren plan assets is reviewed annually
and revised, as necessary, to reflect changeg ifinhncial markets and our investment strategg folowing tables summarize the change in
the fair value of plan assets for the pension ared-petirement benefit plans:

Pension Plans
Years Ended December 31
2012 2011 2010
(Dollars in millions)

Change in plan asse

Fair value of plan assets at beginning of y $11,81- 3,732 3,22(
Return on plan asse 1,47¢ 47¢ 482
Acquisitions — 7,771 —
Employer contribution 32 587 30C
Settlement: — — —
Benefits paid from plan asse¢ (1,009 (761) (271)
Fair value of plan assets at end of y $12,32: 11,81« 3,732
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Pos-Retirement Benefit Plans
Years Ended December 31
2012 2011 2010
(Dollars in millions)

Change in plan asse

Fair value of plan assets at beginning of y $ 69< 54 57
Actual gain on plan asse 80 4 6
Acquisitions — 76€ —

Employer contribution — — ]
Participant contribution — — —
Benefits paid from plan asse¢ (147 (139 9

Fair value of plan assets at end of y $ 62¢€ 693 54

Pension PlansOur investment objective for the pension plan asiseto achieve an attractive risk-adjusted retwer time that will
provide for the payment of benefits and minimize tisk of large losses. Our pension plan investraategy is designed to meet this objec
by broadly diversifying plan assets across numestragegies with differing expected returns, vditegs and correlations. The pension plan
assets have target allocations of 55% to inteegstgensitive investments and 45% to investmersigaed to provide higher expected returns
than the interest rate sensitive investments. éstaate sensitive investments include 35% of pksets targeted primarily to long-duration
investment grade bonds, 13.5% targeted to higld yerherging market bonds and convertible bondabfb targeted to diversified strategies,
which primarily have exposures to global governmeatporate and inflation-linked bonds, as welsame exposures to global stocks and
commodities. Assets expected to provide highermstthan the interest rate sensitive assets indunkdly diversified equity investments with
targets of approximately 14% to U.S. stocks and 1d#eveloped and emerging market non-U.S. stdgigroximately 12% is allocated to
other private markets investments including fundsarily invested in private equity, debt and hefigeds. Real estate investments are
targeted at 5% of plan assets. At the beginnirg0aB, our expected annual long-term rate of returpension assets is assumed to be 7.5%.

Post-Retirement Benefit Plan@ur investment objective for the post-retirememddfi plan assets is to achieve an attractive adjsted
return and minimize the risk of large losses oherdxpected life of the assets. Investment riskdeaged by broadly diversifying assets acros
numerous strategies with differing expected retuvofatilities and correlations. Our investmenatgy is designed to be consistent with the
investment objective, with particular focus on pding liquidity for the reimbursement of our unioepresented employees post-retirement
health care costs. The post-retirement benefit ptaets have target allocations of 35% to equatiels65% to non-equity investments. Specific
target allocations within these broad categoriesadiowed to vary to provide liquidity in order tieeet reimbursement requirements. Equity
investments are broadly diversified with exposarpublicly traded U.S., non-U.S. and emerging miaskecks and private equity. While no
new private equity investments have been madecenteyears, the percent allocation to existinggig\equity investments is expected to
increase as liquid, publicly traded stocks are dradewn for the reimbursement of health care cdsie.65% non-equity allocation includes
investment grade bonds, high yield bonds, convderibnds, emerging market debt, real estate, hiegigis, private debt and diversified
strategies. At the beginning of 2013, our expeet®aual long-term rate of return on post-retirentetefit plan assets is assumed to be 7.5%.

Permitted investment®lan assets are managed consistent with the testdcset forth by the Employee Retirement Incoraeuity Act
of 1974, as amended, which requires diversificatibassets and also generally prohibits definecfieand welfare plans from investing more
than 10% of their assets in securities issued égponsor company. At December 31, 2012 and 2B&Jednsion and post-retirement benefit
plans did not directly own any shares of our commstmek or any of our debt.
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Derivative instrumentsDerivative instruments are used to reduce riskesag provide return. The pension and post-retmnbenefit
plans use exchange traded futures to gain expts@guity and Treasury markets consistent withebagset allocations. Interest rate swap
used in the pension plans to reduce risk relabwad¢asurement of the benefit obligation, whicheissitive to interest rate changes. Foreign
exchange forward contracts and total return swepsised primarily to manage currency exposurediCdefault swaps are used to manage
credit risk exposures in a cost effective and t@djenanner relative to transacting with physicapooate fixed income securities. Options are
currently used to manage interest rate exposunegato account the implied volatility and currgmicing of the specific underlying market
instrument. Some derivative instruments subjecpthas to counterparty risk. We closely monitor miguparty exposure and mitigate this risk
by diversifying the exposure among multiple highdit quality counterparties, requiring collateratidimiting exposure by periodically settli
contracts.

The gross notional exposure of the derivative umatgnts directly held by the plans is shown beloke Motional amount of the
derivatives corresponds to market exposure but doesepresent an actual cash investment.

Gross Notional Exposure
Posi-Retirement

Pension Plans Benefit Plans
Years Ended December 31
2012 2011 201z 2011

(Dollars in millions)
Derivative instruments

Exchang-traded U.S. equity future $ 30z 53¢ 30 12
Exchang-traded no-U.S. equity future: 1 4 — —
Exchang-traded Treasury future 1,762 1,51z — 19
Interest rate sway 1,471 63t — —
Total return swap — 11C — 51
Credit default swap 49t 201 — —
Foreign exchange forwart 72€ 63E 21 23
Options 76€ 917 — —

Fair Value Measurements:air value is defined as the price that would heired to sell an asset or paid to transfer alitglin an
orderly transaction between independent and knayelgble parties who are willing and able to tranfacan asset or liability at the
measurement date. We use valuation techniquesiidpdimize the use of observable inputs and minirttizeuse of unobservable inputs when
determining fair value and then we rank the estaaalues based on the reliability of the inpusdu®llowing the fair value hierarchy set
forth by the FASB. For additional information oretfair value hierarchy, see Note 11—Fair Value Disare.

At December 31, 2012, we used the following vahratechniques to measure fair value for assetge€lere no changes to these
methodologies during 2012:
» Level 1—Assets were valued using the closing price repartéke active market in which the individual setyuwas traded

» Level 2—Assets were valued using quoted pricesarkets that are not active, broker dealer quotatinat asset value of shares
held by the plans and other methods by which giliEcant input were observable at the measuremiatg.

» Level 3—Assets were valued using unobservable sipuivhich little or no market data exists as régaiby the respective
institutions at the measurement di
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The tables below presents the fair value of plaetssby category and the input levels used to méterthose fair values at December 31
2012. It is important to note that the asset atiooa do not include market exposures that areeghivith derivatives.

Fair Value of Pension Plan Assets ¢
December 31, 2012

Level 1 Level 2 Level 3 Total
(Dollars in millions)
Investment grade bon(@ $ 83C 1,55¢ — $ 2,38t
High yield bonds®) — 1,30: 59 1,36:
Emerging market bonc® 19¢ 39¢ — 59¢
Convertible bond@ — 374 — 374
Diversified strategie®) — 65E — 65E
U.S. stock«d 1,22¢ 11¢ — 1,34«
Non-U.S. stock«®) 1,212 17¢ — 1,39(
Emerging market stock® 111 19z — 304
Private equity® — — 711 711
Private deb® — — 465 46~
Market neutral hedge fun — 90¢€ — 90¢
Directional hedge fund® — 34C 194 534
Real estat® — 22¢ 337 56(
Derivativesm (5) 3 — (2
Cash equivalents and st-term investment(® — 75C — 75(
Total investment $3,57¢ 6,99¢ 1,76¢ 12,33¢
Accrued expense (12
Total pension plan asse $12,32:

Fair Value of Pos-Retirement Plan Assets a
December 31, 2012

Level 1 Level 2 Level & Total
(Dollars in millions)
Investment grade bon(@ $ 22 86 — $ 10¢
High yield bonds®) — a0 — a0
Emerging market bonc® — 40 — 40
Convertible bond® — 2 — 2
Diversified strategie®) — 72 — 72
U.S. stock«d 55 — — 55
Non-U.S. stock«®) 58 1 — 59
Emerging market stock® — 20 — 20
Private equity® — — 45 45
Private deb® — — 6 6
Market neutral hedge fun — 41 — 41
Directional hedge fund® — 24 — 24
Real estat® — 21 28 48
Cash equivalents and st-term investment(® 5 21 — 26
Total investment: $ 14C 41¢ 79 637
Accrued expense Q)
Reimbursement accru (10
Total pos-retirement plan asse $ 62€
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The tables below presents the fair value of plaetssby category and the input levels used to méterthose fair values at December 31
2011. It is important to note that the asset atiooa do not include market exposures that areeghivith derivatives. Investments include
dividend and interest receivable, pending tradasies payable and accrued expenses.

Fair Value of Pension Plan Assets ¢
December 31, 201

Level 1 Level 2 Level 3 Total
(Dollars in millions)
Investment grade bon(@ $ 694 2,20¢ — $ 2,90(
High yield bonds®) — 541 79 62(
Emerging market bonc® — 29t — 29t
Convertible bond@ — 337 — 337
Diversified strategie®) — 48¢ — 48¢
U.S. stock«d 401 944 — 1,34t
Non-U.S. stock«@ 994 45¢ — 1,45:
Emerging market stock® 10z 13€ — 23¢
Private equity® — — 791 791
Private deb® — — 461 461
Market neutral hedge fun® — 62C 18¢ 80¢
Directional hedge fund® — 26¢ 18z 451
Real estat® — 48 53t 58¢
Derivativesm 12 (5) — 7
Cash equivalents and st-term investment® 13 1,18: — 1,19¢
Total investment $2,21¢ 7,521 2,230 11,97
Dividends and interest receival 32
Pending trades receivat 43¢
Accrued expense (8
Pending trades payak (620
Total pension plan asse $11,81-

Fair Value of Pos-Retirement Plan Assets a
December 31, 2011

Level 1 Level 2 Level & Total
(Dollars in millions)
Investment grade bon(@ $ 45 10C — $ 14¢
High yield bonds® — 61 — 61
Emerging market bonc® — 33 — 33
Convertible bond@ — 30 — 30
Diversified strategie©) — 62 — 62
U.S. stock<d 64 4 — 68
Non-U.S. stock«@ 62 2 — 64
Emerging market stock® — 17 — 17
Private equity® — — 60 60
Private deb® — — 8 8
Market neutral hedge fun — 67 — 67
Directional hedge fund® — 20 — 20
Real estat(® — 19 26 45
Cash equivalents and st-term investment(® 5 20 — 25
Total investment $ 17¢€ 43t 91 70¢
Dividends and interest receival 3
Pending trades receivat 23
Accrued expense (15
Pending trades payak (29)
Total pos-retirement plan asse $ 692
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The plans’ assets are invested in various assega@aes utilizing multiple strategies and investim@anagers. For several of the
investments in the tables above and discussed b#tevplans own units in commingled funds and Eaipartnerships that invest in various
types of assets. Interests in commingled fundvalteed using the net asset value (“NASr unit of each fund. The NAV reported by the 1
manager is based on the market value of the urnidgrigvestments owned by each fund, minus its liiéds, divided by the number of shares
outstanding. Commingled funds held by the plans¢ha be redeemed at NAV within a year of the faialnstatement date are generally
classified as Level 2. Investments in limited parghips represent long-term commitments with adfimaturity date, typically ten years.
Valuation inputs for these limited partnership metts are generally based on assumptions andiofbenation not observable in the market
and are classified as Level 3 investments. Thengisons and valuation methodologies of the pricirgdors, account managers, fund
managers and partnerships are monitored and egdlémtreasonableness. Below is an overview oh#iset categories, the underlying
strategies and valuation inputs used to value $Beta in the preceding tables:

(a) Investment grade bondspresent investments in fixed income securitiewalsas commingled bond funds comprised of U.S.
Treasury securities, agencies, corporate bondggamge-backed securities, asset-backed securittesanmercial mortgage-backed
securities. Treasury securities are valued at idh@itice reported in the active market in which sleeurity is traded and are classified as
Level 1. The valuation inputs of other investmeratdg bonds primarily utilize observable market infation and are based on a spree
U.S. Treasury securities and consider yields apkglan comparable securities of issuers with singitadit ratings. The primary
observable inputs include references to the neweissarket for similar securities, the secondargitiggmarkets and dealer quotes. Op
adjusted spread models are utilized to evaluaterbes such as asset backed securities that Falyeredemption features. These
securities are classified as Level 2. The commuhfl@ds are valued at NAV based on the market vaduke underlying fixed income
securities using the same valuation inputs desgrdb®ve. The commingled funds can be redeemed &t\within a year of the financial
statement date and are classified as Level 2.

(b) High yield bondsepresent investments in below investment gradsfircome securities as well as commingled higliyisenc
funds. The valuation inputs for the securities ity utilize observable market information and besed on a spread to U.S. Treasury
securities and consider yields available on conigarsecurities of issuers with similar credit rgnThese securities are classified as
Level 2. The commingled funds are valued at NAVdobasn the market value of the underlying high yiektruments using the same
valuation inputs described above. Commingled fuhdscan be redeemed at NAV within a year of tharftial statement date are
classified as Level 2. Commingled funds that catreotedeemed at NAV or that cannot be redeemed\tWwithin a year of the
financial statement date are classified as Level 3.

(c) Emerging market bondgpresent investments in securities issued by govents and other entities located in developing
countries as well as commingled emerging marketifonds. The valuation inputs for the securitiabzat observable market informati
and are primarily based on dealer quotes or a dpedative to the local government bonds. Thesar#iées are classified as Level 2. The
commingled funds are valued at NAV based on the&eataralue of the underlying emerging market borglagithe same valuation inpt
described above. The commingled funds can be ree@rNAV within a year of the financial statemdate and are classified as
Level 2.

(d) Convertible bondgrimarily represent investments in corporate debusties that have features that allow the debieto
converted into equity securities under certainwitstances. The valuation inputs for the individraivertible bonds primarily utilize
observable market information including a spread 18. Treasuries and the value and volatility ef eimderlying equity security.
Convertible bonds are classified as Level 2.

(e) Diversified strategiesepresent an investment in a commingled fund thatarily has exposures to global government, caats
and inflation linked bonds, global stocks and cordities. The commingled fund is valued at NAV basaedhe market value of the
underlying investments. The valuation inputs wiliz
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observable market information including publisheidgs for exchange traded securities, bid pricegéwernment bonds, and spreads
yields available for comparable fixed income sd@siwith similar credit ratings. This fund canreeeemed at NAV within a year of the
financial statement date and is classified as L2vel

() U.S. stocksepresent investments in stocks of U.S. based coiepas well as commingled U.S. stock funds. Theat@n input:
for U.S. stocks are based on the last publishex peported on the major stock market on whictst#wirities are traded and are class
as Level 1. The commingled funds are valued at M&g¥ed on the market value of the underlying inveatsusing the same valuation
inputs described above. These commingled fundbeardeemed at NAV within a year of the financiatement date and are classified
as Level 2.

(g) Non-U.S. stockeepresent investments in stocks of companies bas#elveloped countries outside the U.S. as well as
commingled funds. The valuation inputs for non-ls®cks are based on the last published price teghon the major stock market on
which the securities are traded and are classiféeldevel 1. The commingled funds are valued at Na¥ed on the market value of the
underlying investments using the same valuationtmgdescribed above. These commingled funds caedee=med at NAV within a year
of the financial statement date and are classédgetevel 2.

(h) Emerging market stockspresent investments in a registered mutual fuxddcammingled funds comprised of stocks of
companies located in developing markets. Registengdial funds are valued at the last publishedepéported on the major market on
which the mutual funds are traded and are clasisifieL evel 1. The commingled funds are valued a¥Nased on the market value of
the underlying investments using the same valuatipats described previously for individual stockhese commingled funds can be
redeemed at NAV within a year of the financial stagént date and are classified as Level 2.

(i) Private equityrepresents non-public investments in domestic areldn buy out and venture capital funds. Privajaity funds
are structured as limited partnerships and aresdahiccording to the valuation policy of each paghip, subject to prevailing accounting
and other regulatory guidelines. The partnershggsualuation methodologies that give considerdtiomrange of factors, including but
not limited to the price at which investments wacguired, the nature of the investments, markediitions, trading values on compara
public securities, current and projected operapi@adormance, and financing transactions subsedaehe acquisition of the investments.
These valuation methodologies involve a signifiaadree of judgment. Private equity investmentshssified as Level 3.

(j) Private debtepresents non-public investments in distressedemzanine debt funds. Mezzanine debt instrumentdetnt
instruments that are subordinated to other debesand may include embedded equity instruments asigvarrants. Private debt funds
are structured as limited partnerships and aresdshiccording to the valuation policy of each paghip, subject to prevailing accounting
and other regulatory guidelines. The valuationrderlying fund investments are based on factodsidtieg the issuer’s current and
projected credit worthiness, the security’s termaterence to the securities of comparable compaaiesother market factors. These
valuation methodologies involve a significant dego¢ judgment. Private debt investments are cliassds Level 3.

(k) Market neutral hedge fund®ld investments in a diversified mix of instrumettiat are intended in combination to exhibit low
correlations to market fluctuations. These investimare typically combined with futures to achieweorrelated excess returns over
various marketsDirectional hedge funds-This asset category represents investments thaertabit somewhat higher correlations to
market fluctuations than the market neutral hedgel$. Investments in hedge funds include both tireestments and investments in
diversified funds of funds. Hedge Funds are valatelAV based on the market value of the underlyingstments which include
publicly traded equity and fixed income securites privately negotiated debt securities. The hédgeés are valued by third party
administrators using the same valuation inputsiptesly described. Hedge funds that can be redeaniAV within a year of the
financial statement date are classified as Levele?lge fund investments that cannot be redeemidd¥tor that cannot be redeemed at
NAV within a year of the financial statement date elassified as Level 3.
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() Real estateepresents investments in commingled funds anddohpartnerships that invest in a diversified mitfof real estat
properties. These investments are valued at NAdraling to the valuation policy of each fund or parship, subject to prevailing
accounting and other regulatory guidelines. Theatidn inputs of the underlying properties are gaihebased on third-party appraisals
that use comparable sales or a projection of futash flows to determine fair value. Real estatestments that can be redeemed at |
within a year of the financial statement date daegified as Level 2. Real estate investmentsdduaot be redeemed at NAV or that
cannot be redeemed at NAV within a year of therfaial statement date are classified as Level 3.

(m) Derivativesinclude the market value of exchange traded futcoesracts which are classified as Level 1, as a&lprivately
negotiated over-the-counter swaps that are valasddon the change in interest rates or a specifiket index and classified as Level 2.
The market values represent gains or losses tloat deie to fluctuations in interest rates, foreignrency exchange rates, security prices
or other factors.

(n) Cash equivalents and short-term investmegpsesent investments that are used in conjunetitnderivatives positions or are
used to provide liquidity for the payment of berseéir other purposes. U.S. Treasury Bills are \hhitehe bid price reported in the act
market in which the security is traded and aresifiesl as Level 1. The valuation inputs of otherwséies are based on a spread to U.S.
Treasury Bills, the Federal Funds Rate, or Londderbank Offered Rate and consider yields availahleomparable securities of isst
with similar credit ratings and are classified &vé&l 2. The commingled funds are valued at NAV Hamethe market value of the
underlying investments using the same valuationtmgescribed above. These commingled funds caedeemed at NAV within a year
of the financial statement date and are class#gtevel 2.

Concentrations of Risknvestments, in general, are exposed to varioks,r&ich as significant world events, interest, reiedit, foreign
currency and overall market volatility risk. Thegks are managed by broadly diversifying assetssscnumerous asset classes and strategie
with differing expected returns, volatilities anorielations. Risk is also broadly diversified asrosimerous market sectors and individual
companies. Financial instruments that potentiallyject the plans to concentrations of counterpaskyconsist principally of investment
contracts with high quality financial institutiorBhese investment contracts are typically colldiezd obligations and/or are actively managed
limiting the amount of counterparty exposure to ang financial institution. Although the investmeate well diversified, the value of plan
assets could change materially depending uponvéealb market volatility, which could affect therfded status of the plans.
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The table below presents a rollforward of the pemgilan assets valued using Level 3 inputs:

Pension Plan Assets Valued Using Level 3 Inpu
Market

Neutral Directional
High Private Private
Yield Hedge Hedge Real
Bonds Equity Debt Fund Funds Estate Other Total
(Dollars in millions)
Balance at December 31, 20 $ — 1 3 — 161 182 3 35C
Net acquisitions (disposition 96 79t 452 18t 30 31¢€ (3 1,87¢
Actual return on plan asse
(Losses) gains relating to assets sold during ¢z (12 197 13 3 (1) 9 — 20¢
(Losses) gains relating to assets still held at-end (5) (202) (8) — (7) 26 — (196)
Balance at December 31, 20 79 791 461 18¢ 18¢ 53t — 2,23
Net transfer: (12 — — (18¢) — (109 — (305)
Acquisitions 1 70 12C — — 18 — 20¢
Dispositions (1) (209 (102 — — (121 — (349
Actual return on plan asse
Gains relating to assets sold during the » — 3 1 — — — — 4
Gains (losses) relating to assets still held at-end 2 (44) (15) — 11 10 — (36)
Balance at December 31, 20 $ 59 711 46E — 194 337 — 1,76¢

The table below presents a rollforward of the pestement plan assets valued using Level 3 inputs:

Pos-Retirement Plan Assets Valuec
Using Level 3 Inputs

Private Private
Real
Equity Debt Estate Total
(Dollars in millions)
Balance at December 31, 20 $ — — — —
Net acquisition: 55 8 24 87
Actual return on plan asse

Gains relating to assets sold during the » 33 1 — 34
(Losses) gains relating to assets still held at-end (28) (D 2 (27)
Balance at December 31, 20 60 8 26 94
Acquisitions 1 — — 1
Dispositions (15) ©)] Q) (19
Gains (losses) relating to assets sold during ¢ae 4 2 @ 5
(Losses) gains relating to assets still held at-end 5 (1) 4 )
Balance at December 31, 20 $ 45 6 28 79

Certain gains and losses are allocated betweetsassdd during the year and assets still held at-gad based on transactions and
changes in valuations that occurred during the.yHagse allocations also impact our calculationeaifacquisitions and dispositions.

For the year ended December 31, 2012, the investonegram produced actual gains on qualified penaind post-retirement plan assets
of $1.555 bhillion as compared to the expected nstaf $892 million for a difference of $663 millioRor the year ended December 31, 2011,
the investment program produced actual gains osipem@nd post-retirement plan assets of $483 mibi® compared to the expected returns c
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$750 million for a difference of $267 million. Tishort-term annual returns on plan assets will atralvgays be different from the expected
long-term returns and the plans could experientgaias or losses, due primarily to the volatibigcurring in the financial markets during any
given year.

Unfunded Status
The following table presents the unfunded statub®fpensions and post-retirement benefit plans:

Pos+-Retirement

Pension Plans Benefit Plans

Years Ended Years Ended

December 31 December 31

2012 2011 2012 2011
(Dollars in millions)

Benefit obligatior $(14,88.) (13,59¢) (4,075 (3,930
Fair value of plan asse 12,32: 11,81 62€ 693
Unfunded statu (2,560) (1,782 (3,449 (3,237)
Current portion of unfunded stat $ (6) — (160 (164)
Non-current portion of unfunded stat $ (2,559 (1,782) (3,289 (3,079

The current portion of our post-retirement bengffiigations is recorded on our consolidated balahests in accrued expenses and otht
current liabilities—salaries and benefits.

Accumulated Other Comprehensive (Loss) Incc—Recognition and Deferrals

The following tables present cumulative items mmognized as a component of net periodic benefjisrese as of December 31, 2011,
items recognized as a component of net periodiefiitsrexpense in 2012, additional items deferreihgu2012 and cumulative items not
recognized as a component of net periodic benefiiense as of December 31, 2012. The items nogmnéxad as a component of net periodic
benefits expense have been recorded on our coatadithalance sheets in accumulated other compiighdass:

As of and for the Years Ended December 3.

Recognitior
Net
of Net Change
Periodic
Benefits in
2011 Expense Deferrals AOCI 2012
(Dollars in millions)
Accumulated other comprehensive (loss) inco
Pension plans
Net actuarial (loss) gali $(1,335) 35 (93¢6) (907) (2,23¢)
Prior service (cost) bene (29 4 (13 9 (39
Deferred income tax benefit (expen 52€ (15) 364 34¢ 87¢
Total pension plan (83§ 24 (585) (567) (1,399
Pos-retirement benefit plan:
Net actuarial los (221) — (225) (225) (44¢€)
Prior service (cost) bene (22) — (D) D (22
Deferred income tax bene 92 — 87 87 17¢
Total pos-retirement benefit plar (150 — (139) (139) (289)
Total accumulated other comprehensive (loss) inc $ (98¢ 24 (724) (700) (1,689

A-80



Table of Contents

The following table presents estimated items todoegnized in 2013 as a component of net periogliefit expense of the pension, non-
qualified pension and post-retirement benefit plans

Pos*-
Pensior Retirement
Plans Plans

(Dollars in millions)
Estimated recognition of net periodic benefit exgem 2013

Net actuarial los $ (8)) 4
Prior service cos 5) —
Deferred income tax bene 33 z

Estimated net periodic benefit expense to be rexbnd 2013 as a component of other comprehensogeria

(loss) $ (59 @)

Medicare Prescription Drug, Improvement and Modemaition Act of 200:

We sponsor post-retirement health care plans wikrl benefit options that provide prescriptiongdbenefits that we deem actuarially
equivalent to or exceeding Medicare Part D. We gatze the impact of the federal subsidy receivedkeuthe Medicare Prescription Drug,
Improvement and Modernization Act of 2003 in thizakation of our post-retirement benefit obligatiand net periodic post-retirement benefit
expense.

Other Benefit Plans

Health Care and Life Insuranc@/e provide health care and life insurance bentditsssentially all of our active employees. We are
largely self-funded for the cost of the health gale;. Our health care benefit expenses for cueeloyees were $360 million, $377 million
and $190 million for the years ended December 81222011 and 2010, respectively. Union-represeeeployee benefits are based on
negotiated collective bargaining agreements. Enggeycontributed $113 million, $90 million and $4illion for the years ended
December 31, 2012, 2011 and 2010, respectivelyg@up life insurance plans are fully insured amal premiums are paid by us.

401(k) PlanWe sponsor qualified defined contribution benefins covering substantially all of our employeesdér these plans,
employees may contribute a percentage of their@rmrompensation up to certain maximums, as definyeithe plans and by the Internal
Revenue Service (“IRS”). Currently, we match a patage of employee contributions in cash. At Deaam3i, 2012 and December 31, 2011,
the assets of the plans included approximately diiomand 9 million shares of our common stockspectively, as a result of the combination
of previous employer match and participant directeatributions. We recognized expenses relatedeset plans of $76 million, $70 million
and $17 million and for the years ended DecembgefB12, 2011 and 2010, respectively.

Deferred Compensation Planale sponsored nogualified unfunded deferred compensation plans&oious groups that included cert
of our current and former highly compensated emgxsy The plans have been frozen, and the parttsipa®@ no longer allowed to defer
compensation into the plans. The value of assetdiapilities related to these plans was not sigait.

(9) Share-based Compensatiot

We maintain equity programs that allow our BoardoEctors (through its Compensation Committeewor@hief Executive Officer as
its delegate) to grant incentives to certain emgésyand our outside directors in any one or a auattibin of several forms, including incentive
and non-qualified stock options, stock appreciatights, restricted stock awards, restricted stauks and market and performance shares.
Stock options generally expire ten years from thte @f grant. We also offer an ESPP, which alloligglde employees to purchase our
common stock at a 15% discount based on the lofwdiedeginning or ending stock price during recuysix month offering periods.
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Acquisitions

Upon the July 15, 2011, closing of our acquisitidrsavvis, and pursuant to the terms of the actijpiisagreement, we assumed certain
obligations under Savvis’ share-based compensati@mgements. Specifically:

. all Savvis stock options outstanding immediatelpmto the acquisition were vested in full and weoaverted into 2,420,532 fully
vested CenturyLink stock options, a

. all non-vested Savvis restricted stock units outditeg immediately prior to the acquisition convedrieto an aggregate 1,080,070
nor-vested CenturyLink award

We estimate the aggregate fair value of the assiBagdis share-based compensation arrangementsi@asidillion, of which
$98 million was attributable to services perfornpeidbr to the acquisition date and was includechim¢ost of the acquisition. The fair value of
CenturyLink shares was determined based on thé&$280sing price of our common stock on July 141 20rhe remaining $25 million of the
aggregate fair value of the assumed Savvis awaagdsattributable to postequisition services and was recognized as compensxpense, n
of forfeitures, over the remaining 1.5 year vestiegiod.

Upon the April 1, 2011, closing of our acquisitiohQwest, pursuant to the terms of the acquisiéigreement, we assumed certain
obligations under Qwest'’s pre-existing share-basedpensation arrangements. Specifically:

. all Qwest non-qualified stock options outstandimgriediately prior to the acquisition converted iatbaggregate of 7,198,331
CenturyLink nor-qualified stock options (including 5,562,198 fullgsted options,

. all non-vested shares of Qwest restricted stoc&tantling immediately prior to the acquisition cared into an aggregate of
780,455 no-vested shares of CenturyLink restricted stock,

. all Qwest market-based awards outstanding immegipter to the acquisition vested in full and weyaid out by us through the
issuance of an aggregate of 563,269 shares of &l common stock in April 2011

The aggregate fair value of the assumed Qwest aweaid $114 million, of which $85 million was attithble to services performed pr
to the acquisition date and was included in thé abthe acquisition. The fair value of CenturyLiskares was determined based on the $41.5
closing price of our common stock on March 31, 204/ determined the fair value of Qwest's non-dielistock options, using the Black-
Scholes option-pricing model, reflecting a riskefiiaterest rate ranging from 0% to 2.13% (dependimthe expected life of the option), an
expected dividend yield of 6.98%, an expected temnging from 0.1 to 4.8 years (depending on th@aofs remaining contractual term and
exercise price and on historical experience), aqpeéeted volatility ranging from 11.1% to 35.3% (bd®n the expected term and historical
experience). The remaining $29 million of the aggte fair value of the assumed Qwest awards walSwttble to the post-acquisition period
and was included in the cost of the acquisitionicivlis being recognized as compensation expensef estimated forfeitures, over the
remaining vesting periods from 0.1 years to 3.0gea
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Stock Options

The following table summarizes activity involvingpsk option awards for the year ended Decembe2@12:

Weighted-
Average
Number of Exercise
Options Price
(in thousands’

Outstanding at December 31, 2( 10,38¢ $ 31.0¢
Exercisec (3,15%) $ 24.2]
Forfeited/Expirec (502) $ 31.31

Outstanding at December 31, 2( 6,73¢ $ 34.2¢

Exercisable at December 31, 2( 6,264 $ 34.7(

The aggregate intrinsic value of our options ouiditag and exercisable at December 31, 2012 wasrBian and $46 million,
respectively. The weighted average remaining cohted term for such options was 4.0 years and 883y respectively.

During 2012, we received net cash proceeds of $illi@min connection with our option exercises. Tiag benefit realized from these
exercises was $20 million. The total intrinsic v&abf options exercised for the years ended DeceBthe2012, 2011 and 2010 was $49 mill
$47 million and $28 million, respectively.

Restricted Stocl

For awards that contain only service conditionsviesting, we calculate its fair value based onctbsing stock price on the date of grant.
For restricted stock units that contain market @k, the award fair value is calculated throlinte-Carlo simulations.

During the first quarter of 2012, we granted apprately 402,000 shares of restricted stock to aedaecutive-level employees as part
of our long-term incentive program, of which apgmately 201,000 contained only service conditiond will vest on a straight-line basis on
February 20, 2013, 2014 and 2015. The remainingdsi@ntain market and service conditions andweidt on February 20, 2015. These
shares represent only the target for the awaraets ecipient has the opportunity to ultimatelyeige between 0% and 200% of the target
restricted stock award depending on our total $tadder return for 2012, 2013 and 2014 in relatoithiat of the S&P 500 Index.

In addition, during the first quarter of 2012, waugted restricted stock to certain key employegsaasof our annual equity compensai
program. These awards contained only service donditApproximately 519,000 of awards will vestastraight-line basis on January 9,
2013, 2014 and 2015. Approximately 873,000 of awavil vest on a straight-line basis on March 1812, 2014 and 2015. The remaining
awards granted throughout the year to certain dégemployees and our outside directors were raagert of our equity compensation and
retention programs. These awards require only semanditions for vesting and typically vest ovehiee year period.

During the second and third quarter of 2011, waigd approximately 624,000 shares of restrictecksto certain executive-level
employees as part of our long-term incentive pnograf which approximately 474,000 contained onlyvge conditions and will vest on a
straight-line basis on May 31, 2012, 2013 and 204 remaining awards contain market conditionswaitid’est on May 31, 2014. These
shares represent only the target for the awar@ets recipient has the opportunity to ultimatelyeige between 0% and 200% of the target
restricted stock award depending on our total $tadder return for 2011, 2012 and 2013 in relatoithiat of the S&P 500 Index.
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In addition to these awards, during 2011 we graafgatoximately 689,000 shares of restricted stogkrds to certain other key
employees and our outside directors as part oéquity compensation and retention programs. Theseds require only service conditions
vesting.

During the first quarter of 2010, we granted apprately 397,000 shares of restricted stock to aegaecutive-level employees as part
of our long-term incentive program, of which apgmately 198,000 contained only service conditiond @ill vest on a straight-line basis on
March 15, 2011, 2012 and 2013. The remaining aweodsain service and market conditions. One hathe$e awards will vest on March 15,
2012 based on our two-year total shareholder réarr8010 and 2011 as measured against the taadlsblder return of the companies
comprising the S&P 500 Index. The other half wdkton March 15, 2013 based on our three-yeargbtakholder return for 2010, 2011 and
2012 as measured against the total shareholden retthe companies comprising the S&P 500 InddyesE shares represent only the targe
the award as each recipient has the opportunitjtitnately receive between 0% and 200% of the tamggtricted stock award depending on
total shareholder return in relation to that of &P 500 Index.

In addition to these awards, during 2010 we graafgatoximately 600,000 shares of restricted stockrds to certain other key
employees and our outside directors as part oéquity compensation and retention programs. Theseds require only service conditions
vesting.

In anticipation of our acquisition of Qwest, duritig third quarter of 2010, we granted 407,000eshaf restricted stock to certain
executive officers and other key employees asgiatretention program. The shares of restrictadkstontain only service conditions and will
vest in equal installments on the first, secondthird anniversaries of the April 1, 2011 closirefalof the acquisition. As this retention
program was contingent upon the consummation oftvest acquisition, we did not begin expensingdatasards until the closing of the
acquisition on April 1, 2011.

The following table summarizes activity involvingstricted stock and restricted stock unit awardsHe year ended December 31, 2012

Weighted-
Average
Grant Date
Number of
Shares Fair Value
(in thousands’

Non-vested at December 31, 20 4,20¢ $ 36.7¢
Grantec 2,13¢ $ 39.1:
Vested (2,609 $ 36.3¢
Forfeited (219 $ 39.1:

Non-vested at December 31, 20 3,52¢ $ 38.4:

During 2011, we granted 1.3 million shares of ietd stock at a weighted-average price of $36%6luding the 1.9 million shares
issued in connection with our acquisitions of Qwazsll Savvis. During 2010, we granted 1.4 millioarsls of restricted stock at a weighted-
average price of $36.56. The total fair value stnieted stock that vested during 2012, 2011 arid2@as $102 million, $72 million and
$48 million, respectively.

Compensation Expense and Tax Benefit

We recognize compensation expense related to anediased awards with graded vesting that only hasarvice condition on a straight-
line basis over the requisite service period ferentire award. Total compensation expense fahalte-based payment arrangements for the
years ended December 31, 2012, 2011 and 2010 Basi#lion, $65 million and $38 million, respectiyelThese amounts included $12 mill
in
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compensation expense recognized in 2011 for theleration of certain awards resulting from the eonsation of the Qwest acquisition. Our
tax benefit recognized in the income statementsdorshare-based payment arrangements for the gedesl December 31, 2012, 2011 and
2010 was $31 million, $25 million and $14 milliaespectively. At December 31, 2012, there was $8ibmof total unrecognized
compensation expense related to our share-baseaepaarrangements, which we expect to recognizeaweighted-average period of

1.9 years.

(10) Earnings Per Common Share
Basic and diluted earnings per common share foy¢laes ended December 31, 2012, 2011 and 2010cakndated as follows:

Years Ended December 31
2012 2011 2010
(Dollars in millions, except per share
amounts, shares in thousands)

Income (Numerator,

Net income $ 777 573 94¢
Earnings applicable to n-vested restricted sto« (D) 2 (6)
Net income applicable to common stock for compubagic earnings per common sh 77€ 571 942
Net income as adjusted for purposes of computihgedl earnings per common sh $ TTE 571 942

Shares (Denominator
Weighted average number of shai

Outstanding during peric 622,13¢ 534,32( 301,42¢

Non-vested restricted stoc (2,79¢) (2,209 (1,75€)

Non-vested restricted stock un 862 66¢ 947
Weighted average shares outstanding for computis@ learnings per common sh 620,20! 532,78( 300,61¢
Incremental common shares attributable to dilusieeurities
Shares issuable under convertible secur 12 13 13
Shares issuable under incentive compensation 2,06¢ 1,32¢ 665
Number of shares as adjusted for purposes of cangpdiluted earnings per common sh 622,28! 534,12; 301,29
Basic earnings per common sh $ 1.2t 1.07 3.12
Diluted earnings per common shi $ 1.2t 1.07 3.1:

Our calculations of diluted earnings per commonslexclude shares of common stock that are issugale exercise of stock options
when the exercise price is greater than the avaragket price of our common stock during the perfdgch potentially issuable shares totaled
2.2 million, 2.4 million and 2.9 million for 2012011 and 2010, respectively.

(11) Fair Value Disclosure

Our financial instruments consist of cash and eaghivalents, accounts receivable, investments,usts@ayable and long-term debt,
excluding capital lease obligations. Due to thborsterm nature, the carrying amounts of our aasthcash equivalents, accounts receivable
and accounts payable approximate their fair values.
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Fair value is defined as the price that would lmeireed to sell an asset or paid to transfer alifglin an orderly transaction between
independent and knowledgeable parties who arengillind able to transact for an asset or liabilittha measurement date. We use valuation
techniques that maximize the use of observabletsngud minimize the use of unobservable inputs vaetarmining fair value and then we
rank the estimated values based on the relialafithe inputs used following the fair value hietareset forth by the Financial Accounting
Standards Board (“FASB").

We determined the fair values of our long-term sptecluding the current portion, based on quotedket prices where available or, if
not available, based on discounted future cashsflosing current market interest rates.

The three input levels in the hierarchy of fairummeasurements are defined by the FASB generafiyllaws:

Input Level Description of Input

Level 1 Observable inputs such as quoted market pricestiveamarkets

Level 2 Inputs other than quoted prices in active markweds are either directly or indirectly observat
Level 3 Unobservable inputs in which little or no marketadexists

The following table presents the carrying amount$ @stimated fair values of our investment se@gitwhich are reported in noncurrent
other assets, and long-term debt, excluding calgitale obligations, as well as the input levelslusedetermine the fair values:

December 31, 201, December 31, 201
Input Carrying
Carrying Fair Fair
Level Amount Value Amount Value
(Dollars in millions)
Asset—Investments securitie 3 $ — — 73 73
Liabilities—Long-term debt excluding capital lease obligatir 2 $19,87: 21,45 21,12« 22,05:

In connection with the acquisition of Qwest on Adri2011, we acquired auction rate securities\weate not actively traded in liquid
markets. We designated these securities as avaflabsale and, accordingly, we reported them arbalance sheet under our “goodwill and
other assets—other” line item at fair value on Delger 31, 2011. During 2012, we sold these secsiitigncrements of $17 million,
$39 million and $19 million for a gain of $14 mdh. In connection with auction rate securities salemporary losses of approximately
$3 million, net of tax, were reclassified into imee from other comprehensive income and recognizedii consolidated statement of
operations for 2012. During 2012, we recognizedm ealized temporary holding gain on these seesriti the amount of $2 million, net of 1
in other comprehensive income. At December 31, 20&lestimated the fair value of these securitg#sgua probability- weighted cash flow
model that considered the coupon rate for the g@xsjrprobabilities of default and liquidation @rito maturity, and a discount rate
commensurate with the creditworthiness of the issue
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(12) Income Taxes

Years Ended December 31
2012 2011 2010
(Dollars in millions)

Income tax expense was as folloy

Federa
Current $ 57 (49 384
Deferred 361 401 14¢
State
Current 15 25 67
Deferred _ 33 _(6) (13
Foreign
Current 7 4 =
Deferred e — e
Total income tax expent $473 37¢ 582

Years Ended December 31
2012 2011 2010
(Dollars in millions)

Income tax expense was allocated as follc
Income tax expense in the consolidated stateméinsame:
Attributable to income $ 473 37¢ 582
Stockholder' equity:
Compensation expense for tax purposes in excemsnofints recognized for
financial reporting purpose (18) (13 (12
Tax effect of the change in accumulated other celmgnsive los (4349) (53%) (39

The following is a reconciliation from the statutdederal income tax rate to our effective incowme riate:

Years Ended
December 31

2012 2011 2010
(Percentage of pr-tax
income)

Statutory federal income tax re 35.(% 35.(% 35.(%
State income taxes, net of federal income tax lie 2.5% 1.2% 1.S%
Change in tax treatment of Medicare sub: — — 0.2%
Nondeductible acquisition related co — 0.€% 0.2%
Nondeductible compensation pursuant to executimepemsation limitation 0.5% 0.4% 0.2%
Reversal of valuation allowance on auction rateisges (1.2% — —
Foreign income taxe 0.2% 0.4% —
Foreign valuation allowanc — 0.8% —
Other, ne 0.7% 0.8% 0.5%
Effective income tax rat 37.8% 39.6% 38.1%

Included in income tax expense for the years efsmEmber 31, 2011 and 2010 is $24 million and $#amj respectively, which is
related to a portion of our transaction costs daset with our recent acquisitions. The transactiosts were primarily related to the acquisi
of Qwest. These costs are considered non-deduftibiacome tax purposes. We did not incur non-agitile transaction costs in 2012.
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The 2012 effective tax rate is 37.8% compared t6%%or 2011. The 2012 rate reflects the $16 niillieversal of a valuation allowance
related to the auction rate securities we sold)ih22 a $12 million benefit related to state NOLsafevaluation allowance, and an expense of
$6 million associated with reversing a receivaklated to periods that have been effectively skttlgh the IRS. The 2011 rate increase was
due in part to $24 million of non-deductible tractian costs and an $8 million valuation allowaneearded on deferred tax assets that require
future income of a special character to realizebtheefits. Because we are not currently forecastiogme of an appropriate character for thes
benefits to be realized, we will continue to maiimi@ valuation allowance equal to the amount waaldbelieve is more likely than not to be
realized. This 2011 increase was partially offseal$16 million reduction in valuation allowancetated to state NOLs due primarily to the
effects of a tax law change in one of the stateghith we operate.

The tax effects of temporary differences that gaseto significant portions of the deferred taseis and deferred tax liabilities at
December 31, 2012 and 2011 were as follows:

Years Ended
December 31,
2012 2011
(Dollars in millions)

Deferred tax asse

Pos-retirement and pension benefit cc $ 2,327 2,04(
Net operating loss carryforwar 1,76¢ 2,492
Other employee benefi 19¢ 122
Other 754 802
Gross deferred tax assi 5,03¢ 5,45¢
Less valuation allowanc (281) (299
Net deferred tax asse 4,755 5,16

Deferred tax liabilitie:
Property, plant and equipment, primarily due tordejation difference (3,989 (3,639
Goodwill and other intangible ass: (3,31¢) (4,144
Other (217) (162)
Gross deferred tax liabilitie (7,510 (7,949
Net deferred tax liabilit $(2,757) (2,78))

Of the $2.753 billion and $2.781 billion net detatitax liability at December 31, 2012 and 2011peetvely, $3.644 billion and
$3.800 hillion is reflected as a long-term lialyilénd $891 million and $1.019 billion is reflectesl a net current deferred tax asset at
December 31, 2012 and December 31, 2011, resplctive

In connection with our acquisitions of Savvis ottyJib, 2011 and Qwest on April 1, 2011, we recogdinet noncurrent deferred tax
liabilities of approximately $320 million and $58illion, respectively, which reflects the expecfature tax effects of certain differences
between the financial reporting carrying amounts &x bases of Savvis’ and Qwest’s assets anditiabi In addition, due to the Qwest
acquisition, we recognized a net current deferagdasset of $271 million, which relates primardycertain accrued liabilities that are expectec
to result in future tax deductions. These primaffetences involve Qwest’s pension and other peitement benefit obligations as well as tax
effects for acquired intangible assets, propetantiand equipment and long-term debt, includirgeffects of acquisition date valuation
adjustments, for both entities. The net deferradiddoility is partially offset by a deferred tasset for expected future tax deductions relatir
Sawvis’ and Qwest'’s net operating loss carryforward
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At December 31, 2012, we had federal NOLs of $4libb and state NOLS of $7 billion. If unused, tN®OLs will expire between 2015
and 2032; however, no significant amounts expitd 8620. At December 31, 2012, we had $72 mill{47 million net of federal income ta
of state investment tax credit carryforwards thiitexpire between 2013 and 2024 if not utilized.addition, at December 31, 2012 we had
$62 million of alternative minimum tax, or AMT, digs. Our acquisitions of Qwest and Savvis causwehership changestithin the meanin
of Section 382 of the Internal Revenue Code (“®&c8i82"). As a result, our ability to use these G4 subject to annual limits imposed by
Section 382. Despite this, we expect to use sutisligrall of these NOLs as an offset against auufe taxable income, although the timing of
that use will depend upon our future earnings aaré tax circumstances.

We establish valuation allowances when necessagdiace the deferred tax assets to amounts we teixpealize. As of December 31,
2012, a valuation allowance of $281 million wasabthed as it is more likely than not that thisoamt of net operating loss and tax credit
carryforwards will not be utilized prior to expiran. Our valuation allowance at December 31, 20i®2011 is primarily related to state NOL
carryforwards. This valuation allowance decrease#i1? million during 2012.

We recorded valuation allowances of $10 million &248 million related to the Savvis and Qwest asitjons, respectively, for the
portion of the acquired net deferred tax assetsvibalid not believe is more likely than not torkalized. Our acquisition date assignment of
deferred income taxes and the related valuati@walhce was completed in 2012 as discussed in Net&cguisitions.

A reconciliation of the change in our gross unretped tax benefits (excluding both interest and r@tgted federal benefit) from
January 1 to December 31 for 2012 and 2011 islmsv

2012 2011
(Dollars in millions)

Unrecognized tax benefits at beginning of y $ 111 311
Assumed in Qwest and Savvis acquisiti — 20¢€
Increase in tax positions taken in the current: 3 —
Decrease due to the reversal of tax positions takarprior yea (34) (13
Decrease from the lapse of statute of limitati 2 @
Settlement: — (392
Unrecognized tax benefits at end of y $ 78 111

Upon the dismissal of our refund appeal in Octdirl, we recorded a $242 million settlement relé&betthe treatment of universal
service fund receipts of certain subsidiaries aeglin our Embarq acquisition, effectively settlihg issue for the 1990 through 1994 years.
We dismissed our 2004-2006 Tax Court proceedingstdan agreement in place with the IRS Chief Celmsffice. Dismissal of the Tax
Court proceedings will result in an agreed taxaleficy amount for each period. Since the Tax Catateedings involved years that Embarq
was owned by Sprint, Sprint will receive the defitty and the payment to the IRS will trigger alegtént obligation under the Tax Sharing
agreement with Sprint. During 2011, Qwest also drighv their claims associated with the treatmentraversal services fund receipts resulting
in a $141 million settlement decrease in our ungeced tax benefits. Due to QwesROL carryforward, the settlement of the positiesultec
in a reduction in our unrecognized tax benefitlmtash payment is required.

During 2012, we entered into negotiations with lR& to resolve a claim that was filed by Qwesti®89. Based on the status of those
negotiations at year end, we have partially rexceeseunrecognized tax benefit that was assumedrasfthe Qwest acquisition, which
decreased our total unrecognized tax benefits.

The total amount of unrecognized tax benefits tifiagécognized, would impact the effective incorag tate was $52 million at
December 31, 2012 and $118 million at DecembeB11].
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Our policy is to reflect interest expense assodiatigh unrecognized tax benefits in income tax egee We had accrued interest
(presented before related tax benefits) of apprasety $33 million at December 31, 2012 and Decern3tie2011.

We file income tax returns, including returns for subsidiaries, with federal, state and localkigtions. Our uncertain income tax
positions are related to tax years that are cuyremider or remain subject to examination by tHevant taxing authorities.

Beginning with the 2010 tax year, our federal cdidsted returns are subject to annual examinatiothb IRS. Qwest's federal
consolidated returns for the 2009, 2010 and pregere2011 tax years are open to examination byRi$e Federal consolidated returns for
Sawvis for tax years 2010 and pre-merger 2011 raderexamination by the IRS.

In years prior to 2011, Qwest filed amended fed@@me tax returns for 2002-2007 to make protectiaims with respect to items
reserved in their audit settlements and to coitests not addressed in prior audits. The examinaifdhose amended federal income tax
returns by the IRS was completed in 2012. In 2@h&est filed an amended 2008 federal income taxmegitimarily to report the carryforward
impact of prior year settlements. Such amendentfils subject to adjustment by the IRS. At the stime, Qwest also filed an amended return
for 1999 for its predecessor U S WEST, Inc. to madeain refund claims. An agreed resolution oftholaims is pending conditioned upon
Congressional Joint Committee Approval.

Our open income tax years by major jurisdictionasdollows at December 31, 2012:

Jurisdiction Open Tax Years

Federal 200§—curren

State
Florida 200€é—curren
Louisiana 200¢&—curren
Minnesota 1996—1999 and 20C—curren
New York 2001—2006 and 20C—curren
North Caroline 2004—2006 and 20C—curren
Oregon 2002—2003 and 20C—curren
Texas 200&—curren
Other state 200€—curren

Since the period for assessing additional liabtltyically begins upon the filing of a return, stpossible 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 weanditional taxes.

Based on our current assessment of various fadtatading (i) the potential outcomes of these ang@xaminations, (ii) the expiration
of statute of limitations for specific jurisdictisn(iii) the negotiated settlement of certain disglissues, and (iv) the administrative practides c
applicable taxing jurisdictions, it is reasonabbspible that the related unrecognized tax benfefitancertain tax positions previously taken
may decrease by up to $32 million within the neXirdonths. The actual amount of such decreaseyifvaill depend on several future
developments and events, many of which are outsideontrol.

(13) Segment Information

For several years prior to 2011, we reported ogratons as a single segment. However, in 201ér, aftr acquisitions of Qwest on
April 1, 2011 and Savvis on July 15, 2011, we raaiged our business into the following operatingnsents:

. Regional market<Consisted generally of providing strategic and ¢ggaroducts and services to residential consunsera)l to
mediun-sized businesses and regional enterprise custofar.
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strategic products and services offered to thesemers include our private line, broadband, Mitietocol Label Switching
(“MPLS"), hosting and video services. Our legacy servicesredf to these customers include local and-distance service

Business marketConsisted generally of providing strategic and ¢ggaroducts and services to enterprise and govarhme
customers. Our strategic products and serviceseanff® these customers include our private lineadbband, MPLS, hosting and
video services. Our legacy services offered togalestomers include local and l-distance service

Wholesale market€onsisted generally of providing strategic and éggaroducts and services to other communicatioosigers.
Our strategic products and services offered toetltestomers are mainly private line (including s@lesmccess) and MPLS. Our
legacy services offered to these customers inawdbeindled network elements (“UNEs”) which allow euhiolesale customers the
use of our network or a combination of our netwankl their own networks to provide voice and dataises to their customers,
long-distance and switched access services

Sawvis operationg€onsisted of the entire centrally-managed operatarour Savvis subsidiaries, which provides hastind
network services primarily to business customersmwprovided by Legacy Sawv

Effective April 1, 2012, in order to more effectiydeverage the strategic assets from our acqarstof Qwest and Savvis and to better
serve our business and government customers, Wwaaiesed our business into the following operasegments:

Regional market<Consists generally of providing strategic and lggamducts and services to residential consumeate and loce
governments, small to medium-sized businesses m@edpgise customers that in each case are locaa@uynwithin one of our six
regions. Our strategic products and services affeyéhese customers include our private line, éioaad, MPLS, hosting, video ¢
wireless services. Our legacy services offerethése customers include local and I-distance service

Wholesale market€onsists generally of providing strategic and lggamducts and services to other domestic andriatemal
communications providers. Our strategic productsservices offered to these customers are mainhaterline (including special
access) and MPLS. Our legacy services offereddseticustomers include UNEs which allow our whokesaktomers the use of |
network or a combination of our network and the&inanetworks to provide voice and data serviceféir ttustomers, londistance
and switched access servic

Enterprise marke—network Consists generally of providing strategic and lggaetwork communications products and service
national and international enterprise and goverrnraestomers. Our strategic products and servideseaf to these customers
include our private line, broadband, MPLS and mgservices. Our legacy services offered to thastomers include local and
long-distance service:

Enterprise marke—data hostingConsists generally of providing colocation, manalgesting and cloud hosting services to
national and international enterprise and goverrroestomers

On January 3, 2013, we announced a reorganizationr@perating segments. Consequently, beginniitiy tive first quarter of 2013, we
will report the following four segments in our cofidated financial statements: consumer, busingselesale and data hosting. The primary
purpose of the reorganization is to strengtherfacurs on the enterprise business market while goimg our commitment to our hosting and
consumer customers. The reorganization combindedmssssales and operations functions that resid#teienterprise markets—network
segment and the regional markets segment intoavebisiness segment. The remaining customers edriicthe regional markets segment
will become the new consumer segment. Our wholasal&ets and enterprises markets—data hosting segmél not be impacted by this
reorganization.
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We have restated previously reported segment sefulthe year ended December 31, 2011 due tobineeadescribed restructuring of
our business on April 1, 2012. The following tablanmarizes our segment results for 2012 and 204ddban the segment categorization we
were operating under on December 31, 2012.

Years Ended December 31

2012 2011
(Dollars in millions)

Total segment revenu $17,32( 14,47:
Total segment expens 8,094 6,51%
Total segment incom $ 9,22¢ 7,95¢
Total margin percentag 53% 55%
Regional markets

Revenue! $ 9,87¢ 8,74:

Expense! 4,21¢ 3,67:

Income $ 5,65¢ 5,07(

Margin percentag 57% 58%
Wholesale market:

Revenue! $ 3,721 3,30¢

Expense:! 1,117 1,021

Income $ 2,60« 2,28¢

Margin percentag 7C% 69%
Enterprise marke—network:

Revenue! $ 2,60¢ 1,93¢

Expense! 1,891 1,45(C

Income $ 71¢ 482

Margin percentag 28% 25%
Enterprise marke—data hosting

Revenue! $ 1,11« 49C

Expense! 86¢ 36¢

Income $ 24¢€ 121

Margin percentag 22% 25%
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Due to system limitations, we have determined ighahpracticable to restate 2010’s reportable segs® conform to our current
segment categorization. For comparability purposeshave included our segment information for tearg ended December 31, 2011 and
2010 based on the segment categorization we wemraiipy under on December 31, 2011:

Years Ended December 31

2011 2010
(Dollars in millions)
Total segment revenu $ 14,47 6,49¢
Total segment expens 6,53¢ 2,40:%
Total segment incom $ 7,93¢ 4,092
Total margin percentag 55% 63%
Regional markets
Revenue! $ 7,83 4,64(
Expense! 3,39¢ 1,78¢
Income $ 4,43¢ 2,851
Margin percentag 57% 62%
Business market:
Revenue! $ 2,861 26€
Expense:! 1,73¢€ 12C
Income $ 1,12¢ 14€
Margin percentag 3% 55%
Wholesale market:
Revenue! $ 3,29t 1,58¢
Expense! 1,021 50C
Income $ 2,274 1,08¢
Margin percentag 69% 69%
Savvis operations
Revenue! $  48: —
Expense! 38C —
Income $ 10% —
Margin percentag 21% —

We categorize our products and services relategMenues into the following four categories:

. Strategic serviceswhich include primarily broadband, private linec{uding special access which we market to whddeaad
business customers), MPLS (which is a data netwgrtéchnology that can deliver the quality of seeviequired to support real-
time voice and video), hosting (including cloud fireg and managed hosting), colocation, Ethernégwi(including resold satellite
and our facilitie-based video services), voice over Internet Prot(*VolP”) and Verizon Wireless service

. Legacy service, which include primarily local, long-distance, sstied access, public access, integrated servigéaldietwork
(“ISDN”) (which uses regular telephone lines to gar voice, video and data applications), and tiawial wide area network
(“WAN") services (which allows a local communications nekwo link to networks in remote location:

. Data integration, which includes the sale of telecommunicationspgent located on customers’ premises and relatef@gsional
services, such as network management, installatidnmaintenance of data equipment and buildingagnetary fiber-optic
networks for our government and business custoraed

. Other revenuesyhich consists primarily of USF revenue and surghar Unlike the first three revenue categoriesrothvenues
are not included in our segment reveni
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Our operating revenues for our products and ses\doasisted of the following categories for thergeanded December 31, 2012 and
2011:

Years Ended December 31

2012 2011
(Dollars in millions)
Strategic service $ 8,36 6,262
Legacy service 8,281 7,672
Data integratior 672 537
Other 1,05¢ 88C
Total operating revenut $ 18,37¢ 15,35

During 2012, operating revenues attributable ttageiproducts and services were reclassified fregaty services to strategic services.
Due to system limitations, we have determined ithahpracticable to restate 2010's operating reesrto conform to our current revenue
categorization. For comparability purposes, we hagkided our operating revenues for the years @éerember 31, 2011 and 2010 undel
prior revenue categorization:

Years Ended December 31

2011 2010
(Dollars in millions)
Strategic service $ 6,25¢ 2,04¢
Legacy service 7,68( 4,28¢
Data integratior 537 15¢
Other 88C 547
Total operating revenut $ 15,35: 7,042

Other operating revenues include revenue from usaleervice funds, which allows us to recover dipo of our costs under federal and
state cost recovery mechanisms, and certain syebao our customers, including billings for owjuiged contributions to several USF
programs. These surcharge billings to our customerseflected on a gross basis in our statemémgerations (included in both operating
revenues and expenses) and aggregated approxiri&&lymillion, $392 million and $115 million forehyears ended December 31, 2012,
2011 and 2010, respectively. We also generate oftenating revenues from leasing and subleasispade in our office buildings, warehou
and other properties. We centrally-manage the iieB\vthat generate these other operating revemugsonsequently these revenues are not
included in any of our four segments presented abov

Our segment revenues include all revenues fronstategic, legacy and data integration as desciibatbre detail above. Segment
revenues are based upon each customer’s cladsificatan individual segment. We report our segmewénues based upon all services
provided to that segment’s customers. We reporsegment expenses for our four segments as follows:

. Direct expense, which primarily are specific expenses incurre@atrect result of providing services and produetsegment
customers, along with selling, general and adnratise expenses that are directly associated witicific segment customers or
activities; anc

. Allocated expensg, which include network expenses, facilities exgsrand other expenses such as fleet and real espEpses

During the first quarter of 2012, as we transitibigertain of Qwest’s legacy systems to our hissbiompany systems, we updated our
methodologies for reporting our direct expensesfandllocating our expenses to our segments. 8pakly, we no longer include certain fleet
expenses for our regional markets
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segment in direct expenses; they are now expefiseatad to our segments, with the exception oégmise markets—data hosting. In
addition, we now more fully allocate network buildirent and power expenses to our regional mankgislesale markets and enterprise
markets—network segments. We determined that itimpsacticable to recast our segment results ferptiior period to reflect these changes
in methodology.

During the second quarter of 2012, as we reorgdroze business into our four segments as indicalbede, we further revised our
methodology for how we allocate our expenses tosegments to better align segment expenses witetetevenues. Under our revised
methodology, we no longer allocate certain prodigstelopment costs to our segments, but we do nioeaaé certain expenses from our
enterprise markets—data hosting segment to our tithee segments. We have restated prior periodsflert these changes in our
methodology.

We do not assign depreciation and amortization es@éo our segments, as the related assets ardl eégpienditures are centrally
managed. Similarly, severance expenses, restrogtaxpenses and, subject to an exception for dermise markets—data hosting segment,
certain centrally managed administrative functigh as finance, information technology, legal hathan resources) are not assigned to ou
segments. Interest expense is also excluded frgmesat results because we manage our financingtatalecompany basis and have not
allocated assets or debt to specific segmentsiditian, other income (expense) does not relateitcsegment operations and is therefore
excluded from our segment results.

The following table reconciles segment income toimeome for the years ended December 31, 2012, a6d 2010:

Years Ended December 31

2012 2011 2010
(Dollars in millions)
Total segment incomr $ 9,22¢ 7,95¢ 4,092
Other operating revenu 1,05¢ 88( 547
Depreciation and amortizatic (4,780 (4,02¢) (1,439
Other unassigned operating exper (2,789 (2,787 (1,145
Other income (expense), r (1,467 (1,077) (529
Income tax expens (473 (375) (589
Net income $ 777 573 94¢

We do not have any single customer that provideeri@an 10% of our total operating revenues. Sukistyy all of our revenues come
from customers located in the United States.

(14) Quarterly Financial Data (Unaudited)

First Second Third Fourth
Quarter Quarter Quarter Quarter Total
(Dollars in millions, except per share amounts

2012

Operating revenue $4,61( 4,612 4,571 4,58: 18,37¢
Operating incom 654 657 73€ 66€ 2,71
Net income 20C 74 27C 238 177
Basic earnings per common sh .32 A2 43 .37 1.2
Diluted earnings per common shi .32 A2 A3 .37 1.2
2011

Operating revenue $1,69¢ 4,40¢ 4,59¢ 4,65: 15,35
Operating incom: 464 48C 54¢ 53¢ 2,02t
Net income 211 11F 13¢ 10¢ 57¢
Basic earnings per common sh .6S A8 .22 .18 1.07
Diluted earnings per common shi .6¢ A8 .22 .18 1.07
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These results include Savvis operations for peredgnning July 15, 2011 and Qwest operations éoiopls beginning April 1, 2011. S
Note —Acquisitions for additional information. Duringdtthird quarter of 2012, we discovered and corceateerror that resulted in an
overstatement of depreciation expense in the amafuB20 million in 2011 and $15 million in the firsix months of 2012. The total reduction
in depreciation expense of $45 million was recogdiin the third quarter of 2012.

(15) Commitments and Contingencies

In this section, when we refer to a class actiofpagative” it is because a class has been allelgednot certified in that matter. Until and
unless a class has been certified by the courasinot been established that the named plaingifisesent the class of plaintiffs they purport to
represent.

We have established accrued liabilities for thetematdescribed below where losses are deemed pecdiath reasonably estimable.

We are vigorously defending against all of the erattlescribed below. As a matter of course, weemeared both to litigate the matters
to judgment, as well as to evaluate and consideetlement opportunities.

Litigation Matters Relating to CenturyLink and Embg

In December 2009, subsidiaries of CenturyLink fitet lawsuits against subsidiaries of Sprint Nektelecover terminating access
charges for VolP traffic owed under various intengection agreements and tariffs which presently@pmate $34 million. The lawsuits
allege that Sprint Nextel has breached contraatfated tariffs, and violated the Federal Commutidees Act by failing to pay these charges.
One lawsuit, filed on behalf of all legacy Embappmating entities, was tried in federal court imgiiia in August 2010 and, in March 2011, a
ruling was issued in our favor and against Spriextdl. In the first quarter of 2012, Sprint NeXikdd an appeal of this decision. The other
lawsuit, filed on behalf of all Legacy CenturyLiokerating entities, is pending in federal coutt@uisiana. In that case, in early 2011 the
Court dismissed certain of CenturyLink’s claimdereed other claims to the FCC, and stayed thgalitbn. In April 2012, Sprint Nextel filed a
petition with the FCC, seeking a declaratory rulingt CenturyLink’s access charges do not appldi® originated calls. We have not
deferred revenue related to these matters as amsadoutcome is not probable based upon currentrostances.

In William Douglas Fulghum, et al. v. Embarg Corpoaoatj et al., filed on December 28, 2007 in the United Statissdriat Court for the
District of Kansas, a group of retirees filed agtivie class action lawsuit challenging the decismmake certain modifications in retiree
benefits programs relating to life insurance, meldicsurance and prescription drug benefits, gdiyezéfective January 1, 2006 and January 1
2008 (which, at the time of the modifications, veapected to reduce estimated future expensesd@ubject benefits by more than
$300 million). Defendants include Embarg, certdiitobenefit plans, its Employee Benefits Comnaitsend the individual plan administrato
certain of its benefits plans. Additional defendaintlude Sprint Nextel and certain of its benglfins. The Court certified a class on certain of
plaintiffs’ claims, but rejected class certification as to pti@ims. Embarqg and other defendants continuégmrously contest these claims ¢
charges. On October 14, 2011, thdghumlawyers filed a new, related lawsudtbbott et al. v. Sprint Nextel et &enturyLink/Embarq is not
named a defendant in the lawsuit Albbott,approximately 1,500 plaintiffs allege breach otifithry duty in connection with the changes in
retiree benefits that also are at issue inRhghumcase. Thé\bbottplaintiffs are all members of the class that wasifoed in Fulghumon
claims for allegedly vested benefits (Counts | Hdand theAbbottclaims are similar to thEulghumbreach of fiduciary duty claim (Count
1), on which theFulghumcourt denied class certification. The Court hagexigoroceedings iAbbottindefinitely. On February 14, 2013, the
Fulghumcourt dismissed the majority of the plaintiffs’ ictes in that case. Embarq and the other defendailitsamtinue to vigorously contest
any remaining claims iRulghumand seek to have the claims in igbottcase dismissed on similar grounds. We have notiada liability
for these matters as it is premature (i) to deteemvhether an accrual is warranted and, (i) ifesteasonable estimate of probable liability.
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Litigation Matters Relating to Qwes

The terms and conditions of applicable bylaws,ifiestes or articles of incorporation, agreementagplicable law may obligate Qwest
to indemnify its former directors, officers or eropkes with respect to certain of the matters desdrbelow, and Qwest has been advancing
legal fees and costs to certain former directdfgeys or employees in connection with certain texat described below.

On September 29, 2010, the trustees in the Dutckrbptcy proceeding for KPNQwest, N.V. (of which €stwas a major shareholder)
filed a lawsuit in the District Court of Haarlenhgt Netherlands, alleging tort and mismanagemeinslander Dutch law. Qwest and
Koninklijke KPN N.V. (“KPN") are defendants in thiawsuit along with a number of former KPNQwestewgsory board members and a
former officer of KPNQwest, some of whom were forimaffiliated with Qwest. Plaintiffs allege, amowher things, that defendants’ actions
were a cause of the bankruptcy of KPNQwest, ang $bek damages for the bankruptcy deficit of KPN&wehich is claimed to be
approximately €4.200 billion (or approximately $®i6ion based on the exchange rate on Decembe2(@l2), plus statutory interest. Two
lawsuits asserting similar claims were previougdfagainst Qwest and others in federal courtsaw Jersey in 2004 and Colorado in 2009;
those courts dismissed the lawsuits without pregidin the grounds that the claims should not lgatiéd in the United States.

On September 13, 2006, Cargill Financial Markels afd Citibank, N.A. filed a lawsuit in the DigttiCourt of Amsterdam, the
Netherlands, against Qwest, KPN, KPN Telecom Baxid other former officers, employees or supervismgrd members of KPNQwest, sc
of whom were formerly affiliated with Qwest. TheMsuit alleges that defendants misrepresented KPNEsnancial and business condition
in connection with the origination of a credit fitgiand wrongfully allowed KPNQwest to borrow fundnder that facility. Plaintiffs allege
damages of approximately € 219 million (or approadiety $289 million based on the exchange rate acceBéer 31, 2012). On April 25, 2012,
the court issued its judgment denying the clainserdsd by Cargill and Citibank in their lawsuit.r@id and Citibank are appealing that
decision.

We have not accrued a liability for the above mattRegarding the 2010 proceeding, we believegtémature to determine whether an
accrual is warranted and, if so, a reasonable atgiwf our probable liability. Regarding the 2008,sve do not believe that liability is
probable. We will continue to defend against boBNQwest litigation matters vigorously.

Several putative class actions relating to theaitaton of fiber optic cable in certain rights-efiy were filed against Qwest on behalf of
landowners on various dates and in courts locat&d istates in which Qwest has such cable (Alabamzona, California, Colorado,
Delaware, Florida, Georgia, lllinois, Indiana, lgwaansas, Kentucky, Maryland, Massachusetts, Mahiglinnesota, Mississippi, Missouri,
Nebraska, Nevada, New Jersey, New Mexico, New YMdtth Carolina, Ohio, Oklahoma, Oregon, Pennsyibya®outh Carolina, Tenness
Texas, Utah, Virginia, and Wisconsin.) For the npest, the complaints challenge our right to irsiat fiber optic cable in railroad rights-of-
way. The complaints allege that the railroads dwenrtght-of-way as an easement that did not incthderight to permit us to install our cable
in the right-of-way without the Plaintiffs’ consemost of the currently pending actions purporb&brought on behalf of state-wide classes ir
the named Plaintiffs’ respective states, although action pending before the lllinois Court of Aplsepurports to be brought on behalf of
landowners in lllinois, lowa, Kentucky, Michigan,iivhesota, Nebraska, Ohio and Wisconsin. In gentralcomplaints seek damages on
theories of trespass and unjust enrichment, asagglunitive damages. After previous attempts terento a single nationwide settlement in a
single court proved unsuccessful, the parties maee to seek court approval of settlements onte-btastate basis. To date, the parties have
received final approval of such settlements inta2es (Alabama, Colorado, Delaware, Florida, Gegnfjinois, Indiana, lowa, Kansas,
Maryland, Michigan, Minnesota, Mississippi, MissipiNebraska, New Jersey, New York, North Carolidklahoma, Tennessee, Virginia and
Wisconsin), have received preliminary approvalhef $ettlements in eight states (California, Kempudlevada, Ohio, Oregon, Pennsylvania,
South Carolina and Utah), and have not yet receditheér preliminary or final approval in four stat@rizona, Massachusetts, New Mexico
and Texas). We have accrued an amount that wesbatigorobable for these matters; however, the anisinot material to our consolidated
financial statements.
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Other Matters

From time to time, we are involved in other prodagd incidental to our business, including patefrimngement allegations,
administrative hearings of state public utility aoissions relating primarily to rate making, actioakting to employee claims, various tax
issues, environmental law issues, grievance hesabirfpre labor regulatory agencies, and miscellaséard party tort actions. The outcome
these other proceedings is not predictable. Howdased on current circumstances we do not belfetghe ultimate resolution of these other
proceedings, after considering available defensdsresurance coverage, will have a material adveffeet on our financial position, results of
operations or cash flows.

Capital Leases

We lease certain facilities and equipment undeiouarcapital lease arrangements. Depreciationgstasinder capital leases is included
in depreciation and amortization expense. Paynmamntsapital leases are included in repayments @-term debt, including current maturities
in the consolidated statements of cash flows.

The tables below summarize our capital lease agtivi

Years Ended December 31

2012 2011
(Dollars in millions)
Assets acquired through capital lea $ 20¢ 69¢€
Depreciation expens 15C 89
Cash payments towards capital lee 11z 76
December 31 December 31
2012 2011
(Dollars in millions)

Assets included in property, plant and equipn $ 89:< 69¢
Accumulated depreciatic 22¢ 91

The future annual minimum payments under capitadearrangements as of December 31, 2012 werd@gsfo

Future

Minimum
Payments
(Dollars in
millions)
Capital lease obligation
2013 $ 15t
2014 145
2015 107
2016 72
2017 68
2018 and thereaftt 381
Total minimum payment 92¢€
Less: amount representing interest and executsts (245
Present value of minimum payme 681
Less: current portio (119)
Long-term portion $ 564
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Operating Leases

CenturyLink leases various equipment, office ftiedi, retail outlets, switching facilities, and etmetwork sites. These leases, with few
exceptions, provide for renewal options and esicalatthat are either fixed or based on the consymee index. Any rent abatements, along
with rent escalations, are included in the companiadf rent expense calculated on a straight-lagidover the lease term. The lease term for
most leases includes the initial non-cancelabi@ f@us any term under renewal options that areorestsy assured. For the years ended
December 31, 2012, 2011 and 2010, our gross rerpanse was $445 million, $401 million and $174iom| respectively. We also received
sublease rental income for the years ended Decedih@012 and 2011 of $18 million and $17 millieespectively. We did not have any
material sublease rental income for the year el mber 31, 2010.

At December 31, 2012, our future rental commitméot®perating leases were as follows:

Future

Minimum
Payments
(Dollars in
millions)
2013 $ 297
2014 252
2015 21¢
2016 182
2017 15€
2018 and thereaftt 964
Total future minimum paymen(® $ 2,071

(1) Minimum payments have not been reduced by minimuiohesise rentals of $115 million due in the futuneler no-cancelable subleast

Purchase Obligation:

We have several commitments primarily for marketegvities and support services from a varietyaridors to be used in the ordinary
course of business totaling $524 million at Decen®de 2012. Of this amount, we expect to purch@i8$nillion in 2013, $129 million in
2014 through 2015, $86 million in 2016 through 2@hd $96 million in 2018 and thereafter. These amwdo not represent our entire
anticipated purchases in the future, but represelytthose items for which we are contractually aaitted.

(16) Other Financial Information
Other Current Assets
The following table presents details of our otharent assets:

December 31

2012 2011
(Dollars in millions)
Prepaid expenst $ 257 24C
Materials, supplies and inventc 12t 107
Assets held for sal 96 —
Deferred activation and installation chari 53 25
Other 21 21
Total other current asse $ 55z 393
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During the second quarter of 2012, we reclass#iEs¥ million related to our wireless spectrum asfreim “Other intangible assets, net”
to “current assets—other” in the consolidated bedasheet. We sold $58 million of our wireless spentassets during the fourth quarter of
2012, and we sold another $43 million of our wisslspectrum assets in January 2013. In the aggrebase transactions resulted in a gain of
$32 million. We expect to reach agreements withowar other purchasers for the remaining spectrunth tlhe consummation of which will be
subject to regulatory approval.

Selected Current Liabilities
Current liabilities reflected in our balance shemtdude accounts payable and other current ligslias follows:

December 31

2012 2011
(Dollars in millions)

Accounts payabl $1,207 1,40(
Other current liabilities

Accrued ren $ 48 44

Legal reserve 39 44

Other 147 167

Total other current liabilitie $ 234 25t

Included in accounts payable at December 31, 26tiZecember 31, 2011 were $132 million and $6lionijlrespectively, representing
book overdrafts.

(17) Labor Union Contracts

Over 38% of our employees are members of variotgali@ng units represented by the Communicationskéfs of America and the
International Brotherhood of Electrical Workers.pkpximately 12,000, or 26%, of our employees atgesii to collective bargaining
agreements that expired October 6, 2012. We arerly negotiating the terms of new agreementthénmeantime, the predecessor
agreements have been extended, and the applicgiblesthave agreed to provide us with at least tyvémir hour advance notice before
terminating those predecessor agreements. Anyestdk other changes in our labor relations coule lasignificant impact on our business. If
we fail to extend or renegotiate our collectivedaaning agreements with our labor unions as thejrexrom time to time, or if our unionized
employees were to engage in a strike or other wtmpage, our business and operating results deufdaterially harmed. To help mitigate
this potential risk, we have established continggrians in which we would assign trained, non-repréed employees to cover jobs for
represented employees in the event of a work stmppmprovide continuity for our customers.

(18) Dividends
Our Board of Directors declared the following dieidis payable in 2012 and 2011:

Dividend
Date Declared Record Date Per Share Total Amount Payment Date
(in millions)

November 13, 201 December 11, 20: $ .72t $ 454 December 21, 20:
August 21, 201. September 11, 20 $ .72t $ 452 September 21, 20
May 24, 201z June 5, 201 $ .72t $ 452 June 15, 201
February 12, 201 March 6, 201 $ 72t $ 4572 March 16, 201
November 15, 201 December 6, 20: $ .72¢ $ 44¢ December 16, 20:
August 23, 201: September 6, 20 $ 72t $ 44¢ September 16, 20
May 18, 2011 June 6, 201 $ .72t $ 43€ June 16, 201
January 24, 201 February 18, 201 $ .72t $ 22z February 25, 201

Kk kkkkkkkk*
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Proxy — CENTURYLINK, INC.

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned hersby conslilutes and appoinls Glan F. Post, I or Slacey W. Galf, or eilhar of tham, proxies for the undarsignad, with full powear of
subsfifufion, o reprasant tha undarsignad and to voda all of the shares of comman slock and voling prefarred slock (colleclively, fhe “Woling Shares™) of
CenluryLink, Inc. {he “Compamy™) thal the undersgred is enlied k& wobe al the annual mesling of sharehoklers of he Company & be hbald on
May 22, 3013, and at any and all adjcumments thareal (the “Maeling )

In sddition to erdng as a Praxy, thig card will alse sarse 33 nstructiens 1o Computershare Investor Services LL.C, (the “Agent™) fe vata in the manner
designated on the reverse side hereof the shares of the Company's common stock held as of April 5, 2013 in the name of the Agent and credited to ary
ptan acoount of the undersigned In accordance with the Company's dvidend reinvastment plan or employee slock purchase plans, Upon imely recaipt of
this Proy, praperly execuled, &l of your Voding Shares, including any hald in fhe name of the Agent, wil be voled as specified,

The Board of Direciors recommends that you vole FOR [tems 1 through 3, and AGAIMET lHems 4(g) through 4(d) listed on the revarse side hereod, f you
praparly sxaculs and relumn this Proxy but fail bo provide spacific dirsclions with respecl to any of tha matlers lisbed on the reverse side, all of your volas will
b vobad in accordanca wilh thess racommendalions with raspect o such matiars.

{Plagso Sea Reverse Shis)
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Voting Instruction Card — CENTURYLINK, INC.

CENTURYLINK DOLLARS & SENSE 401(k) PLAN
CENTURYLINK UNION 401(k) PLAN

The undarsigned, &ing as a parfidpant and a “named fidwdary” in eithar of the above-refarenced rafiremant plans (colleclively, the “Plans), hersby direcls Tha
MNertharm Trust Company (the “Trusles’), as direcled fusize of the Plans’ trusl {lha “Trusl), Lo vole al the annual mealing of sharsholders of CanturyLink, Inc.
(I *Company™) b be hekd on May 22, 2013, and any and al adeumments harsol (Ihe “Mealing”), in the manner desigraled hersin, the numbsr of shares of
the Company’s common shock cradibed 1o fe account of the undersignad mairtained umder aither of the Plars on e matters sal fordh on e reversa side haraol
and mare Tully descrived in the Comparnys proxy slalemant for tha Mesling. Il no instructions are furnished by the undarsigned, he Trushes wil vele umaolad
shares and uraliocated shares, fary, held in the Trust icollectively, “Undirected Shares’) in the same proporion 28 voled shares regarding each of the matiers
st forih on the reverse ske herecf, except as othenwise provided in accordance wilh applizable lzw. Under the Trust, plan parficipants are desmed to acl as
“named fiduciaries” o the extent of their authorty bo direct the waling of shares held in their sccounls and their proporionale share of Undirecied Shares.

The undersigned heraby directs the Trusles o aulharize the Company’s praxies 1o vols in ther discralion upon such ofher business as may propady coma
bafara lha Mesling.

Upan the Trustes's limaly recaipt of Ihasa instruclions, progery execubed, ha undersigned's shares will be volad in the mannar dirscted, f the undarsignad
proparky execules and relums hese nslruclions bul fails o provide spacific direcions with respact to any of the mallers listed on the revarse side hersof,
the unoersigned's shares will be voled in accordance with the Board's recommendations with res pect 1o such matters.
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Electronic Voting Instructions
Avallable 24 howrs a day, 7 days a week
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WALIDATION DETAILS ARE LOCATED BELCAY IN THE TITLE BAR

Proias scen|med by tha Imemal of lelaphone must b s by
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