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IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROX Y MATERIALS FOR THE
ANNUAL MEETING OF SHAREHOLDERS TO BE HELD ON MAY 20 , 2015

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
nine executive officers listed in the tables begigron page 3 of this proxy statement, (iii) “maeegti refers to the 2015 annual meeting of our
shareholders described further herein, (iv) “naneecutives,” “named officers,” “named executiveicdfs” or “NEOs” refers to the five
executive officers listed in the Summary Compemsdtable appearing on page 50 of this proxy stategn{e) “senior officers” refers to our
executive officers and a limited number of addaiosfficers whose compensation is determined byCtirapensation Committee of our Board,
(vi) “Embarq” refers to Embarqg Corporation, whichenacquired on July 1, 2009, (vii) “Qwest” refers @west Communications International
Inc., which we acquired on April 1, 2011, (v“Sawvis” refers to Sawvis, Inc., which we acquirad July 15, 2011, and (ix) the “SEQC&fers tc
the U.S. Securities and Exchange Commission. Untéeswise provided, all information is presentedodi the date of this proxy stateme
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TIME AND DATE
PLACE

ITEMS OF BUSINESS

RECORD DATE
PROXY VOTING

April 3, 2015

CenturyLink, Inc.
100 CenturyLink Drive
Monroe, Louisiana 71203

Notice of Annual Meeting of Shareholders

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

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

(1) Elect as directors the 12 nominees nameilen
accompanying proxy stateme

(2) Ratify the appointment of KPMG LLP as oudépendent
auditor for 201t

(3) Approve our 2015 Executive Officer Short-fielncentive
Plan

(4) Conduct a non-binding advisory vote regagdinr executive
compensatiol

(5) Act upon a shareholder proposal if propergsented at the
meeting

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

You can vote if you were a shareholder of record\pril 1, 2015.

Shareholders are invited to attend the meetingisgn. Even if
you expect to attend, it is important that you voydelephone o
the Internet, or by completing and returning a groxvoting

instruction card
Mosuyurs -

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

PROXY STATEMENT
April 3, 2015

GENERAL INFORMATION ABOUT THE ANNUAL MEETING

Why am | receiving these proxy materials?

Our Board of Directors is soliciting your proxyvote at our 2015 annual meeting of shareholderauseryou owned shares of our stock
at the close of business on April 1, 2015, the méciate for the meeting, and are entitled to vietsé shares at the meeting. Our proxy mats
are being made available to you on the Interneininég on or about April 8, 2015. This proxy stashsummarizes information regarding
matters to be considered at the meeting. For additinformation on our proxy materials, see “Othtatters — Proxy Materials” appearing
below.

When and where will the meeting be held?

The meeting will be held at 10:00 a.m. local tinrmeVWdednesday, May 20, 2015, 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. You do not need to attehe meeting to vote your shares.

What matters will be considered at the meeting?

Shareholders will vote on the following mattersreg meeting:

Board Voting
Item and Page Referen Recommendatio Vote Required for Approve
Election of the 12 director nominees named hergém(1, Pag For each nominee Affirmative vote of a majority of the votes cast
3)

» Ratification of the appointment of KPMG LLP @sgr For Affirmative vote of a majority of the votes cast
independent auditor for 2015 (Item 2, Page

* Approval of our 2015 Executive Officer Shomrfim Incentive For Affirmative vote of a majority of the votes cast
Plan (Item 3, Page 1!

* Non-binding advisory vote regarding our exeait For Affirmative vote of a majority of the votes cast
compensation (Item 4, Page :

e The shareholder proposal described in thigystatement if it Against Affirmative vote of a majority of the votes cast

is properly presented at the meeting (Item 5, P&y

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 steset, we refer to these shares as @orfimor
Shares” and “Preferred Shares,” respectively, anulia “Voting Shares,” collectively. As of the redalate, we had 565,442,945 Common
Shares and 7,018 Preferred Shares outstanding.
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What is the difference between holding shares asshareholder of record and as a beneficial owner?

If shares are registered in your name with oursfiemagent, Computershare Investor Services L.lydli,are the “shareholder of record”
of those shares and you may directly vote theseeshtogether with any shares credited to yourwauci® you are a participant in our automs
dividend reinvestment and stock purchase service.

If your shares are held on your behalf in a stadkérage account or by a bank or other nominee ayeuhe “beneficial ownersf shares
held in “street name.” We have requested that caxypmaterials be made available to you by youkbrpbank 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 votgdrson at the meeting or by proxy in any of tHe$ang three ways:
» call 1-80(-652-8683 and follow the instructions provide
» log on to the Internet at www.envisionreports.cdfrdnd follow the instructions at that site;

e request a paper copy of our proxy materials &itbwing receipt thereof, mark, sign and dateryproxy card and return it to
Computershare

Please note that you may not vote by telephonkeointernet after 1:00 a.m. Central Time on MayZa,5.

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

As the beneficial owner, you have the right torimst your broker, bank or nominee how to vote yshares by using any voting
instruction card supplied by them or by followidngir instructions for voting by telephone, the tn&g, 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’papring below.

Do | need identification to attend the meeting in prson?

Yes. Please bring proper identification, togethih the Important Notice Regarding Availability Bfoxy Materials mailed to you, whi
will serve as your admission ticket. If your shaaes held in street name, please bring acceptabtd pf ownership, such as a letter from your
broker or an account statement stating or showiagytou beneficially owned Voting Shares on therddate.

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

Please see “Additional Information About the Megtiappearing below.

2
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ELECTION OF DIRECTORS
(Item 1 on Proxy or Voting Instruction Card)

The first proposal for consideration at the meetintipe election of each of the 12 candidates namedalv as a director for a one-year
term expiring at our 2016 annual meeting of shddshes, or until his or her successor is duly elé@ed qualified.

Acting upon the recommendation of its Nominating &vorporate Governance Committee, the Board hasmabed the 12 below-named
directors to stand for re-election to one-year teatnthe meeting. Unless authority is withheldyates attributable to Voting Shares
represented by each duly executed and delivered pvdl be cast for the election of each of thelle2ow-named nominees. Under our bylaw
nominating procedures, these nominees are theimdiljiduals who may be elected at the meeting.deftitional information on our
nomination process, see “Corporate Governance -eciir Nomination Procesdf’for any reason any such nominee should declirfeecomt
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 Direstdeach of the 12 nominees
must receive an affirmative vote of a majority o€ tvotes cast to be elected at the meeting.

Nominees For Election to the Board:

Listed below is information on each of the 12 induals nominated to stand for re-election to tharf8o

The Board recommends that you vote “FOR” each ogtfollowing nominees:

Virginia Boulet, age 61; a director since 1995; Managing Directdrezfacy Capital LLC, an investment banking
firm based in New Orleans, Louisiana, since Mar@¢h4 Special Counsel at Adams and Reese LLP, &irlawy
from 2002 to March 2014; prior to then, practicedaacorporate and securities attorney for PhelpsBuy L.L.P.
from 1992 to 2002 and Jones Walker LLP from 1988382; currently a director of W&T Offshore, Inc.

Key Qualifications, Experiences and Ski
» Legal experience representing telecommuninat@mmpanies and regarding business combinations

< Director of another publicly-held company

Peter C. Brownage 56; a director since 2009; Chairman of GrassiRartners, LLC, a private investment firm,
since July 2009; held several executive level posst including Chairman of the Board, Presidert @hief
Executive Officer, with AMC Entertainment Inc.,eatrical exhibition company, between 1991 and 2009
founded EPR Properties, a NYSE-listed real estatestment trust formerly known as EntertainmenpBres
Trust, in 1997 and served as a member of the Bafafdustees until 2003; currently a director of EPRperties
and Cinedigm Corp.; formerly a director of NatiogaheMedia, Inc. within the past five years.

Key Qualifications, Experiences and Ski

» Experience as a former chief executive of laliply-held company

* Qualifies as an “audit committee financial exp

« Director of other publicl-held companie

3
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Richard A. Gephardtage 74; a director since 2009; Chief Executive @ffiand President of Gephardt Group,
LLC, a multi-discipline consulting firm, since 200&nsultant to Goldman Sachs & Co. since 2005fegic
advisor in the government affairs practice groupbA Piper between 2005 and 2009; senior advisdtTib
Consulting between 2007 and 2009; member of the lHo8se of Representatives from 1976 to 2005, seprting
Missouri’s Third District and holding key leadenglgositions, including House Minority Leader; cuntlg a
director of Centene Corporation, Ford Motor Compa®pirit Aerosystems Holdings, Inc. and United &icbteel
Corporation; formerly a director of Dana Holdingr@pany within the past five years.

Key Qualifications, Experiences and Ski
« Government and labor relations expertise

» Director of other publicl-held companie

W. Bruce Hanksage 60; a director since 1992; a consultant withh@m, Bordelon, Golson and Gilbert, Inc., an
investment management and financial planning compsince 2005; Athletic Director of the Universi§
Louisiana at Monroe from 2001 to 2004; held variexyscutive positions at CenturyLink from 1980 tlgh2001,
most notably Chief Operating Officer, Senior Viae$tdent — Corporate Development and Strategy,fChie
Financial Officer, and President — Telecommunicati&ervices; worked as a certified public accoungih

Peat, Marwick & Mitchell for three years prior toen; currently an advisory director of IberiaBarder@ration;
also served in the past on the executive boardsw#ral telecommunications industry associatiouistla@ boards
of other publicly-owned companies.

Key Qualifications, Experiences and Ski
» Prior executive experience with, and histdriceowledge of, our Company
« Former experience as a certified public actanin
e Qualifies as an “audit committee financial exp

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

Gregory J. McCrayage 52; a director since 2005; Chief Executive @@ffiof Aero Communications, Inc., which
provides installation, engineering and supportises/to the communications industry, since July2®iterim
Chief Executive Officer of ACAL Energy Ltd., whiakevelops fuel cell engine technology, between Jan2@13
and July 2013; Chairman and Chief Executive OffmeAntenova Limited, a global wireless components
development company, between 2003 and December, @bibrman and Chief Executive Officer of PipingHot
Networks, a wireless st-up, from 2000 to 2002; Senior Vice President, Guongr Operations, at Lucent
Technologies from 1997 to 2000; Sales Vice Pres$jd&i$. Eastern Region, at Lucent Technologies fi&94 to
1997; held engineering, product management and athaagerial roles at AT&T and IBM from 1984 to B99

Key Qualifications, Experiences and Ski
« Executive experience in the communicationstactinology industries

» Experience as a chief executive of privatefydtcompanies that have engaged in several adquisihd
divestiture transactions

< Engineering expertise in communications indust

« International business experier
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C. G. Melville, Jr.,age 74; a director since 1968; retired in 1992r aieving as President of Melville Equipment,
Inc., a familyowned distributor of marine and industrial equipméor nearly 30 years; Chief Executive Officer
a family-owned telephone company for six yearsradts sale to CenturyLink in 1968.

Key Qualifications, Experiences and Ski
* Experience owning and managing telecommurdnatcompanies

« Experience as a former chief executive of fgraivned privately-held companies

William A. Owens,age 74; a director since 2009; nexecutive Chairman of the Board of CenturyLink si2©09
co-founder and Chairman of Red Bison Advisory Grbuf, a company involved in providing
telecommunications and enterprise technology smistisince January 2014; Managing Director andr@taai of
AEA Investors Asia, a private equity company, fragf06 to 2014; Vice Chairman, President and Chiefckve
Officer of Nortel Networks Corporation, a globabglier of communications equipment, from 2004 t62,0
Chairman and Chief Executive Officer of TelededicCl, a satellite communications company, from 1992Q03;
Vice Chairman, President and Chief Operating OffafeScience Applications International Corporatian
technology and engineering company, from 1996 @818erved in the U.S. military from 1962 to 1986lding
various key leadership positions, including Viceaiman of the Joint Chiefs of Staff; currently aedior of AEA
Investors LP, Polycom, Inc., Viasystems Group, &mad Wipro Limited; formerly a director of Unifrax
Corporation and Amerilink within the past five ygsar

Key Qualifications, Experiences and Ski
« Executive experience in the communicationsitgy
» Experience as a former chief executive of fplijsheld companies
e Government relations expertise
< International business experience

» Director of other domestic and international pulg-held companie

Harvey P. Perryage 70; a director since 1990; non-executive Vibainan of the Board of Directors of
CenturyLink since 2004; retired from CenturyLinkd03; 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 anra#g in private practice for 15 years.

Key Qualifications, Experiences and Ski
« Prior executive experience with, and histdriceowledge of, our Company

» Legal experience representing telecommuninat@mmpanies

Glen F. Post, lll,age 62; a director since 1985; Chief Executived@ffiof CenturyLink since 1992, and President
since 2009 (and from 1990 to 2002); Chairman ofBbard of CenturyLink between 2002 and 2009; Vice
Chairman of the Board of CenturyLink between 1988 2002; held various other positions at CenturgLin
between 1976 and 1993, most notably Treasurer f Emiancial Officer and Chief Operating Officer.

Key Qualifications, Experiences and Ski
« Executive experience in the telecommunicatimnsiness

« Experience as our chief executive
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Michael J. Robertsage 64, a director since April 1, 2011; co-founofek YFE Kitchen, an emerging chain of
lifestyle restaurants, serving as a board memineedilay 2014 and as Chief Executive Officer fromrisary 2011
to May 2014; Chief Executive Officer and foundeMgéstside Holdings LLC, a marketing and brand dgwelent
company, from 2006 to 2013; served as PresidenChiief Operating Officer of McDonald's Corporatian,
foodservice retailer, from 2004 to 2006; serve€h&f Executive Officer of McDonald's USA during @9 and as
President of McDonald’ USA from 2001 to 2004; currently a director oW .Grainger, Inc.; formerly a director
Standard Parking Corporation and Qwest within th&t five years.

Key Qualifications, Experiences and Ski
e Experience as a chief executive
« Marketing and branding expertise
« Director of other publicly-held companies

* Qualifies as aaudit committee financial exp”

Laurie A. Siegelage 59; a director since 2009; a business and huasanrces consultant since 2012; retired in
September 2012 from Tyco International Ltd., a diifeed manufacturing and service company, wheeesgrved a
Senior Vice President of Human Resources and lakt€ammunications since 2003; held various posstiaith
Honeywell International Inc. from 1994 to 2002,limting Vice President of Human Resources — Spacialt
Materials; prior to then, was director of globahquensation at Avon Products and a principal oft&gia
Compensation Associates.

Key Qualifications, Experiences and Ski
» Executive experience with a multi-national gamy

* Human resources and executive compensation exp

Joseph R. Zimmelage 61; a director since 2003; a business anddialaconsultant since 2002; Advisory Director
of the Goldman Sachs Group from 2001 to 2002; MemggQirector of the Communications, Media &
Entertainment Group for the Americas in the invesitrbanking division of Goldman, Sachs & Co. fro899 to
2001, after acting as Managing Director and a cdrad the group from 1992 to 1999; Managing Direatche
mergers and acquisitions department of GoldmarhsS&aCo. from 1988 to 1992; currently a directofFaictSet
Research Systems Inc. and formerly a director gft&s Inc. within the past five years.

Key Qualifications, Experiences and Ski
« Advisory experience in the communications istdy
e Acquisition and investment banking expertise
* Qualifies as an “audit committee financial exp

» Director of other publicl-owned companie
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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.

David D. Coleage 57; Executive Vice President — Controller ape@tions Support since May 2013; served as
Senior Vice President — Controller and Operationg@®rt from April 2011 to May 2013 and as Senioce/i
President — Operations Support from 1999 to AP

R. Stewart Ewing, Jr.age 63; Executive Vice President, Chief Financiffic®r and Assistant Secretary.

Stacey W. Goffage 49; Executive Vice President, General CounsglSecretary since 2009 and, in addition, Chie
Administrative Officer since November 1, 2014; sshas Senior Vice President, General Counsel aciiktaey
prior to 2009.

Aamir Hussain,age 47; Executive Vice President, Chief Technolofficer since October 27, 2014; served as
Managing Director and Chief Technology Officer the Europe division at Liberty Global plc from Feary 2012
to October 2014; served as Senior Vice PresidethClmef Technology Officer at Covad Communicatifnasn
October 2008 to February 2012; prior to then he heddership and technology design roles throughisutareer at
TELUS Corporation, Qwest, BellSouth CorporationmSang Electronics Co. Ltd. and Motorola Solutioms. |
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Maxine L. Moreau,age 53; Executive Vice President — Global Operatimmd Shared Services since November 1
2014; served as Executive Vice President — Netvaikices from May 2013 to October 2014; servedeasd®

Vice President — Network Services from May 201May 2013, as Senior Vice President, Integration Rratess
Improvement from 2010 to May 2012, and as Senige\Rresident, Centralized Operations, from 200tD.

Karen A. Puckettage 54; President — Global Markets since Novemp2014; served as Executive Vice Presiden
and Chief Operating Officer from 2009 to Octobei20

Scott A. Treziseage 46; Executive Vice President — Human Resougices August 2013; served as Senior Vice
President — Human Resources for The Shaw Groupfrimm June 2010 until its acquisition by Chicagidge &
Iron Company N.V. in February 2013; served as Hoesident of Human Resources for Honeywell Intéonat

Inc. from 2005 to June 2010.

Girish K. Varma,age 65; President -Global Information Technology Services and New MdarRevelopment sin
November 1, 2014; served as Executive Vice Presigfeinformation Technology from 2011 to Octoberl2f
served as Senior Vice President and Chief Informnadfficer of Qwest prior to then.
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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 “— Accessformation” below.

Among other things, our corporate governance gindslprovide as follows:

Director Qualifications

The Board of Directors will have a majorityinflependent directors. The Nominating and Corpd&ateernance 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 thejaksponsibility they held when they were eledtethe Board to volunteer to
resign from the Boar¢

On the terms and subject to the conditionsifipddan our bylaws, directors will be elected byrajority vote of the shareholders
and any incumbent director failing to receive aangy of votes cast must promptly tender his or fesignation to the Boar

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

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

Annually, the Board will determine affirmatiyelvhich of our directors are independent for pugsosf complying with our
corporate governance guidelines and the listingdstads of the New York Stock Exchange, or NYSE.ikaor will not be
independent for these purposes unless the Bodrthafively determines that the director does nibhes directly or indirectly
through the director’s affiliates or associatesjeha 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 holds strategic plannésgisns

Directors are required to hold confidentialrah-public information obtained due to their dimeship position absent the express
permission of the Board to disclose such infornrat

Unless otherwise determined by the Board, wlheranagement director retires or ceases to betiae amployee for any other
reason, that director will be considered to hasigreed concurrently from the Boau

Chairman; Lead Outside Director

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

The non-management directors meet in execstgsion at least quarterly. The lead outside diregected 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 rewhilities of the lead outside director shall kefprmed by the non-executive
chair.
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CEOQO Evaluation and Management Succession

» The Nominating and Corporate Governance Coremitbnducts an annual review of the CEO’s perfoomamd provides a report
of its findings to the Boarc

e The Nominating and Corporate Governance Commitperts periodically to the Board on successionmtan

Recoupment of Compensation

» If the Board or any committee of the Board d®iees that any bonus, incentive payment, commissquity award 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, we may recover from the exe@ officer the compensation
the Board or any committee of the Board considpmapriate under the circumstanc

Stock Ownership Guidelines

*  We require our executive officers to benefigiamwn CenturyLink stock equal in market value pesified multiples of their annual
base salary. All executive officers have three géam the date they first become subject to aiqadar ownership level to attain
that target

* We require our outside directors to beneficiallyno@enturyLink stock equal in market value to fiinads 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 divsedoes not meet his or her ownership targeteieeutive or director is expected to
hold a specified percentage of the CenturyLinklsthat the executive or director acquires throughemuity compensation
programs, excluding shares sold to pay taxes asedcwith the acquisition there:

* The Compensation Committee administers the guidgliand may modify their terms and grant hardskéetions in its discretio
» See “Compensation Discussion and Analysis —Ralicies, Processes and Guidelines Related toufixedCompensation —-Stock
Ownership Guideline’ for information on the executive ownership multiplnd the holding percentages currently in ef

Standards of Business Conduct and Ethics

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

« Any waiver of our policies, principles or gulthes relating to business conduct or ethics faceive officers or directors may be
made only by the Board or one of its duly authatizemmittees
Other
« Directors have full access to our officers and eygés

e Like most other NYSE-listed companies, (i)@lkhe Board’'s standing committees are compriséglysof independent 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 our non-management
directors qualifies as an independent director utitkestandards referred to above under “— Govem&uidelines.” In making these
determinations, the Board, with assistance fronnselj evaluated

10
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responses to a questionnaire completed by eacttalinegarding relationships and possible conflidteterest. In its review of director
independence, the Board considered all known cowialebanking, consulting, legal, accounting, ctadoie, familial or other relationships any
director may have with us.

Some of our directors are employed by or affiliateth companies with which we do business in ttdir@ry course, either as a service
provider, a customer or both. As required undeNN&E listing standards and our corporate goveraguidelines, our Board examined the
amounts spent by us with those companies and Isgtbompanies with us. In all cases the amountd sppeler these transactions fell well
below the materiality thresholds established inNIYSE listing standards and in our corporate goarce guidelines. Consequently, our Boarc
concluded that the amounts spent under these ttaorsadid not create a material relationship wistthat would interfere with the exercise of
independent judgment by any of these directors.

Committees of the Board
During 2014, the Board of Directors held nine negsi

During 2014, 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 belmdar “Audit Committee Report.”

The Board’s Compensation Committee met six timeg1dl2014. The Compensation Committee is currectiyposed of four directors,
all of whom qualify as “non-employee directors” @ndRule 16b-3 promulgated under the Securities &xgh Act of 1934 and as “outside
directors” under Section 162(m) of the Internal &awe Code. The Compensation Committee is deschiioéebr below under “Compensation
Discussion and Analysis — Our Policies, ProcesadsGuidelines Related to Executive Compensation s@mpensation Decision-Making
Process — Role of Compensation Committee.”

The Board’s Nominating and Corporate Governance 1@ittme (which we refer to below as the “Nominatgmmittee”) met four times
during 2014. The Nominating Committee is respomsibt, among other things, (i) recommending toBbard nominees to serve as directors
and officers, (ii) monitoring the composition aridesof the Board and its committees, (iii) periadig reassessing our corporate governance
guidelines described above, (iv) leading the Baaiits annual review of the Board’s performancé,réwiewing shareholder proposals and
making recommendations to the Board regarding looredpond, (vi) conducting an intensive annualeewof the performance of our Chief
Executive Officer, including interviewing each afraother senior officers, and (vii) reporting t@tBoard on succession planning for executive
officers and appointing an interim CEO if the Boduks not make such an appointment within 72 hoiutise CEO dying or becoming
disabled. For information on the director nominatpyocess, see “— Director Nomination Process”welo

The Board also maintains a Risk Evaluation Commjtééhich met four times during 2014. This Committedescribed further below
under the heading “— Risk Oversight.”

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

Nominating and

Compensatior Corporate Risk Evaluation
Audit Committee Governance
Committee Committee Committee
Outside Director (1) Member Member Member Member
Virginia Boulet v Chair
Peter C. Browr 4 v
W. Bruce Hanks Chair v
Gregory J. McCra v v
C. G. Melville, Jr. v Chair
William A. Owens 4 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:

If you would like additional information on the mEmsibilities 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. Thégl hoccommittee is comprised of Peter C. Brown, W. Brhleaks,
Glen F. Post, lll and Joseph R. Zimmel.

During 2014, 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 our enrdirectors attended the 2014 annual shareholteeting.

Director Nomination Process

General. Nominations for the election of directors at annual shareholders’ meetings may be made by taedBapon the receipt of
recommendations of the Nominating Committee) oaby shareholder of record who complies with ouatad, which are summarized below.
For the meeting this year, the Board has nomindited 2 nominees listed above under “Election o&Etiwrs” to stand for election as directors,
and no shareholders submitted any nominationsfuftirer information on procedures governing thensigsion of shareholder proposals, see
“— Bylaw Requirements” and “Other Matters — Deadbrfor Submitting Shareholder Nominations and Psafsofor the 2016 Annual
Meeting.”

Bylaw Requirements If timely notice is provided, our bylaws permitsseholders to nominate a director or bring othattens before a
shareholders’ meeting. The written notice requirede sent by any shareholder nominating a direntgst include various information,
including, as to the shareholder giving the no#ind the beneficial owner, if any, on whose belt@friomination is being made, (i) the name
and address of such shareholder, any such benefrereer, and any other parties affiliated, asseciair acting in concert therewith, (ii) their
beneficial ownership interests in our Voting Shanesluding disclosure of arrangements that mightse such person’s voting, investment or
economic interests in our Voting Shares to diffenf those of our other shareholders, (iii) certdditional information concerning such
parties required under the federal proxy
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rules, (iv) a description of all agreements witbpect to the nomination among the nominating stedglen, any beneficial owner, any person
acting in concert with them, each proposed nomarekcertain other persons, and (v) a representati@ther any such person intends to sc
proxies or votes in support of their proposed n@a@ With respect to each proposed nominee, thmwriotice must also, among other thi
(i) set forth biographical and other data requineder the federal proxy rules and a descriptiovagious compensation or other arrangements
or relationships between each proposed nomine¢handominating shareholder and its affiliated garind (ii) furnish both a completed and
duly executed questionnaire and a duly executegeagent designed to disclose various aspects girtposed nominee’s background,
qualifications and certain specified arrangements ather persons, as well as to receive the pmgposminee’s commitment to abide by
certain specified agreements and undertakings. Aferequire a proposed nominee to furnish othemredse information or certifications.
Shareholders interested in bringing before a slwddehs’ meeting any matter other than a directonination should consult our bylaws for
additional procedures governing such requests. \Ajedisregard any nomination or submission of atgiomatter that fails to comply with
these bylaw procedures.

In addition, our bylaws provide that under certeincumstances a shareholder or group of sharelwiday include director candidates
that they have nominated in our annual meetingyproaterials. These proxy access provisions of glavis provide, among other things, that
a shareholder or group of up to ten shareholdelsirsg to include director candidates in our anmeakting proxy materials must own 3% or
more of our outstanding Common Shares continudoslgt least the previous three years. The numbghareholder-nominated candidates
appearing in any of our annual meeting proxy makeigannot exceed 20% of the number of directas #erving on the Board. If 20% is not a
whole number, the maximum number of sharehotdeninated candidates would be the closest wholebeuimelow 20%. Based on the curr
Board size of 12 directors, the maximum numberrokp access candidates that we would be requir@tttode in our proxy materials for an
annual meeting is two. The nominating shareholdgroup of shareholders also must deliver the méttion required by our bylaws, and each
nominee must meet the qualifications required hybylaws.

Shareholder requests to nominate directors oritg lamy other matter before our 2016 annual shddehs meeting, whether or not they
wish to include their candidate or proposal in proxy materials, must be received by our Secrdigirthe deadlines specified in “Other
Matters — Deadlines for Submitting Shareholder Nwations and Proposals for the 2016 Annual Meeting.”

The summaries above of the advance notificationpogly access provisions of our bylaws are qualifietheir entirety by reference to
the full text of Section 5 of Article 1V of our badvs. You may obtain a full copy of our bylaws byiesving our reports filed with the SEC, by
accessing our website at www.centurylink.com, ocbgtacting our Secretary in the manner specifeddvo under “Other Matters.”

Role of Nominating Committeelhe Nominating Committee will consider candidatemimated by shareholders in accordance with our
bylaws. Upon receipt of any such nominations, tleenifhating Committee will review the submission é@mpliance with our bylaws,
including determining if the proposed nominee méwtsbylaw qualifications for service as a direcidrese provisions disqualify any person
who (i) fails to respond satisfactorily to any imgufor information to enable us to make certifioats required by the Federal Communications
Commission under the Anti-Drug Abuse Act of 1988,Has been arrested or convicted of certain sggecdrug offenses or engaged in actions
that could lead to such an arrest or convictiofiipfails to furnish any materials or agreemerggquired to be provided by director nominees
under our bylaws, or makes false statements orrratiyemisleading statements or omissions in cotinaecherewith.

In the past, the Nominating Committee has consitldinector candidates suggested by Nominating Cateenmembers, other directors,
senior management and shareholders. In connectthrowr 2009 merger with Embarq, we added to ouarBseven directors who previously
served as directors of Embarq, four of whom comtitauserve. Similarly, in connection with our 20h&rger with Qwest, we added to our
Board four directors who previously served as dmexcof Qwest, one of whom continues to serve. Iuthe several years preceding the
Embarg merger, the Nominating Committee retainadaroas-needed basis, national search firms
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to help identify potential director candidates luting three directors added to the Board betwé®82nd 2005. The Nominating Committee
may retain search firms from time to time in theufe to help identify additional director candidat@/ith respect to this year's meeting, all of
the nominees are incumbent directors with severatg/of prior service on our Board. As discussetthéu under “— Waiver of Governance
Requirements,” the Nominating Committee has iretiahe process of identifying candidates to replamancies expected to arise in 2016.

Under our corporate governance guidelines, the Natimg Committee assesses director candidates bastbeir independence,
diversity, character, skills and experience indbetext of the needs of the Board. Although thalglimnes 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 basdtsanembership and needs at the time of the assessin evaluating the needs of the Bo
the Nominating Committee considers the qualifiaaiof incumbent directors and consults with othentbers of the Board and senior
management. In addition, the Nominating Commiteeeks candidates committed to representing theeisiteof 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 Conbeeitalso has sought a mix of individuals from iesithd outside of the communications
industry. The table above listing biographical daaut 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 inpoit:

» senior leadership experien

e industry or technical expertit

« financial, accounting or capital markets exper

* public company board experien

* business combination or investment banking expee

e brand marketing experti

e government, labor or human resources expe

e international business experier

» legal expertise

In connection with determining the current composiof the Board, the Nominating Committee has ss=e@ the diverse range of skills

and experience of our directors outlined aboveptamliwith the judgment that each has exhibitedtardknowledge of our operations that eacl

has acquired in connection with their service anBloard. Although it does not have a formal divgrgolicy, the Nominating Committee
believes that our directors possess a diverse rafnigackgrounds, perspectives, skills and expeegsnc

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@spbposed nominees, but would place a subst@némium on retaining incumbent
directors who are familiar with our management,rapens, business, industry, strategies and comeeposition, and who have previously
demonstrated a proven ability to provide valualoletdbutions to the Board and CenturyLink.
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Compensation Setting Process

The Compensation Committee hires consulting fironassist it in setting executive and director conspdion. In late 2010, the
Committee retained Hay Group, following a nationevearch 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 — Our Policies, ProcesasdsGuidelines Related to Executive Compensation.”

Risk Oversight

Our Board oversees our Company'’s risk managemasti@in, which is a coordinated effort among ouribess units, our senior
leadership, our risk management personnel andntemmial auditors. Our directors typically dischatigeir risk oversight responsibilities by
having management provide periodic briefing andrimiation sessions. In some cases, including maaracquisitions, capital expenditures
strategic investments, the full Board participatessk oversight. In most cases involving recugraystemic risk, a Board committee is
primarily responsible for risk oversight. For mayears, our Board has maintained a Risk Evaluatimmi@ittee, which is responsible for
assisting management to identify, monitor, and rgamacurring risks to our business, propertieseangloyees. The Risk Evaluation
Committee regularly monitors our litigation, cybeesrity initiatives, enterprise risk assessmergsyark operations, systems integration
initiatives, insurance coverages and the statasiofabor relations, and is also responsible farsgeing our ethics and compliance program.
The Board’s other committees are responsible ferseeing specific risks, particularly the Audit Guitiee with respect to financial, tax and
accounting risks and the Compensation Committele repect to compensation risks. For a discusditimecCompensation Committee’s risk
analysis, see “Compensation Discussion and Anahkys(3ur Policies, Processes and Guidelines Relaté&kécutive Compensation — Our
Compensation Decision-Making Process — Risk AssensifiThe Board regularly receives reports fromheaicthese committees, and
periodically receives enterprise risk assessmerte from management.

Top Leadership Positions and Structure

Admiral William A. Owens serves as our non-exeaaifthairman and lead outside director. As explafoetier on our website, you may
contact Adm. Owens by writing a letter to the Chrain and Lead Outside Director, c/o Post Office BO&1, Monroe, Louisiana 71211, or by
sending an email to boardinquiries@centurylink.cémsindicated above, the non-management directeest in executive session at least
quarterly.

Adm. Owens was appointed as our Chairman and letside director in 2009, in connection with our @isgiion of Embarq. Prior to
then, Adm. Owens served as chairman of Embarq,@iat, to that, as the chief executive of a commations equipment provider and a
satellite company.

The Board believes that the separation of the @Gtairand CEO positions has functioned effectivelgrdalie past several years.
Separating these positions has allowed our CEQve primary responsibility for the operational leeghip and strategic direction of our
business, while allowing our Chairman to lead tloa in its fundamental role of providing guidatcend independent oversight of
management. While our bylaws and corporate govemguidelines do not require our Chairman and CEs€itipns to be separate, the Board
believes that delegating responsibilities betwedmAOwens, as Chairman, and Mr. Post, as CEO, éms the appropriate leadership struc
for our Company over the past six years, which Haen marked by rapid growth in our operationsasdbstantial change in our product
offerings. Our Board periodically reviews its leegtgp structure and may make such changes in theefas it deems appropriate. The Board
believes that its programs for overseeing risk wdd effective under a variety of top leadershipcttires, and, accordingly, this factor has no
materially affected its current choice of structure
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Waivers of Governance Requirements

Members of our Board are subject to certain agesandce limitations set forth in our corporate gmance guidelines, including a
prohibition against serving on more than two addisl unaffiliated public company boards. In additio serving on our Board, Richard A.
Gephardt and William A. Owens serve on the boardirgfctors of more than two unaffiliated public quanies. In connection with appointing
both of them to the Board, the Board waived conmgiaby each of them with the above-described setiriutation, subject to the
understanding that this waiver permits such indigid to serve only on the boards of the unaffilatempanies on which they were then
serving, unless and until the individual is pergattto accept a new directorship under our corp@aternance guidelines then in effect due to
any future reductions in the number of the indiald&idirectorships, any future changes in suchgjinds, or any future additional waivers
granted by the Board.

Our director retirement policy limits any direcfoom being nominated for a new term if he or sheildde age 75 or older at the time of
the election. While we have routinely applied thidicy to prior director retirements, our Boarderses the ability to manage application of the
policy to minimize its effect on the continuity aatfectiveness of our Board. With those consideratiin mind, in early 2015 our Board
granted a one-time, one-year waiver from the direage limitation to permit Adm. Owens to serveCimirman for one more annual
term. Adm. Owens would have reached age 75 shoefigre the meeting and, absent the waiver, wowe haen ineligible for nomination to
serve an additional one-year term.

Among the factors the Board considered in deferaipglication of the policy until 2016 with respéatAdm. Owens was the Board’s
desire to address through a single process thenggcaeated by Adm. Owens’ retirement along with viacancies that will be created by the
retirement of two additional directors in 2016. T®empany also believes that Adm. Owens’ servicElzgrman over the last six years
uniquely qualifies him to assist the Board in idigimg and on-boarding new directors.

Our director retirement policy remains in effectiaur Nominating Committee has initiated the preagfsidentifying candidates to join
our Board as these retirements take effect in 28%6as been its practice, the Board continuesttrr the discretion to manage future
application of that policy to ensure the on-goiffg&iveness of our Board.

For additional information on our Governance Guitkd, see “— Governance Guidelines — Director Qigalions.”

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

» Corporate ethics and compliance program documerdsiding 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 yerading December 31, 2015,
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. In determining whether to reappoint KPk&Sour independent auditor, the Audit Committeesimered a number of factors,
including, among others, the firm’s qualificatiomsjustry expertise, prior performance, controlgadures, proposed staffing and the
reasonableness of its fees on an absolute bas&sacwmpared with fees paid by comparable companies

If the shareholders fail to vote on an advisoryidasfavor of the appointment, the Audit Committedl reconsider whether to retain
KPMG, and may appoint that firm or another withmes#submitting the matter to the shareholders. Hvere shareholders ratify the
appointment, the Audit Committee may, in its disorg select a different independent auditor at timg during the year if it determines that
such a change would be in the Company’s best sitere

In connection with the audit of the 2015 finanatdtements, we entered into an engagement lettiekdAMG which sets forth the terms
by which KPMG will provide audit services to us.future disputes between KPMG and us under thtrlevill be subject to certain
specified alternative dispute resolution procedunese of which are intended to restrict the remethat our shareholders might independe
pursue against KPMG.

The following table lists the aggregate fees arstxbilled to us by KPMG and its affiliates for ta@13 and 2014 services identified
below:

Amount Billed

2013 2014
Audit Feed?) $ 9,310,00: $ 8,900,04!
Audit-Related Fee(@) 340,43: 320,11
Tax Fee<® 2,483,64. 1,013,63:
Other® 309,04 —
Total Fees $12,443,12 $10,233,79

(1) Includes the cost of services rendered in cotimre with (i) auditing our annual consolidatedditial statements, (ii) auditing our internal
control over financial reporting in accordance withction 404 of the Sarbanes-Oxley Act of 200, rgviewing our quarterly financial
statements, (iv) auditing the financial statemerfitseveral of our subsidiaries, (v) reviewing cegistration statements and issuing rel;
comfort letters, (vi) statutory audits for certaihour foreign subsidiaries, and (vii) consultasaegarding accounting standar

(2) Includes the cost of preparing agreed upon proesd@ports and providing general accounting coingusiervices

(3) Includes costs associated with (i) assistangaeparing income tax returns and related matehgh were approximately $99,000 in
2013 and $123,000 in 2014) and (ii) general tarmitag, consultation and compliance (which were apipnately $2,385,000 in 2013 a
$891,000 in 2014

(4) Reflects professional services provided in 2018dnnection with a system assessment prt.

The Audit Committee maintains written procedurest tiequire it to annually review and pre-approwegbope of all services to be
performed by our independent auditor. This revieelides an evaluation of whether
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the provision of non-audit services by our indemamdcuditor is compatible with maintaining the aods independence in providing audit and
audit-related services. The Committee’s procedprekibit the independent auditor from providing amon-audit services unless the service is
permitted under applicable law and is pre-apprdsethe Audit Committee or its Chairman. The Chaimnsauthorized to prapprove projec
expected to cost no more than $100,000, providedatal cost of all projects pre-approved by thai@han during any fiscal quarter does not
exceed $150,000. The Audit Committee has pre-aggrtive Company’s independent auditor to provideoup’5,000 per quarter of
miscellaneous permitted tax services that do nostitoite discrete and separate projects. The Chaiand the Chief Financial Officer are
required periodically to advise the full Committafethe scope and cost of services notgperoved by the full Committee. Although applice
regulations waive these pre-approval requirement&itain limited circumstances, the Audit Comnaittéd not use these waiver provisions in
either 2013 or 2014.

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

Ratification of KPMG's appointment as our indepemtdguditor for 2015 will require the affirmative teoof the holders of at least a
majority of the votes cast at the 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 finarstiaiements and the effectiveness of our internatrebover 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 and overseeing thepamtent auditor, including reviewing their quaktions, independence and performance.

In this context, the Committee has met and heldudisions with management and our internal auditodsindependent auditor for 2014,
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. Thenmittee also discussed with KPMG matters requindae discussed by Auditing
Standard No. 182ommunications with Audit Committees

Among other matters, over the course of the pamt, ype Committee also:

» reviewed the scope of and overall plans foraheual audit and the internal audit program, idiclg a review of critical accounting
policies, critical accounting estimates, and sigaifit unusual transactior

» reviewed a report by the independent auditor deiserithe independent audi’s internal quality control procedure

» reviewed the performance of the lead engagepamiher of our independent auditor and reviewatlagproved the selection of a
new lead engagement partner for 2015 as a respértrier rotation requiremen

» reviewed and discussed each quarterly and anntrahga press release before issua

» received periodic reports from the director of intd audit, and met with other members of the makaudit staff

18



Table of Contents

» received periodic reports pursuant to our polar the submission and confidential treatmentahmunications from employees
and others about accounting, internal controlsarditing matters

* reviewed with management the scope and effectiwenlesur disclosure controls and procedu

* met quarterly in separate executive sessiogjding private sessions with the Company’s indeleat auditors, internal auditors
and top executive:

» received a report with regard to any hiring of ferremployees of KPMG; ar

e asdiscussed in greater detail under “Corpdgateernance — Risk Oversight,” coordinated with Risk Evaluation Committee to
oversee the Compa'’s risk management function, especially with respetie financial, tax and accounting ris

KPMG also provided to the Committee the writtercttisures 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, ams@ered the effects that the provision of nonitasetvices may have on KPMG's
independence.

Based on and in reliance upon the reviews and stéons referred to above, and subject to the ltioita on the role and responsibilities
of the Committee referred to in its charter, then@ttee recommended that the Board of Directorhugethe audited consolidated financial
statements in our Annual Report on Form 10-K ferykar ended December 31, 2014.

In addition to the Company’s corporate complianagpam and hotline, the Audit Committee has essabli procedures for the receipt
and evaluation, on a confidential basis, of any giamts or concerns regarding our accounting, aglifinancial reporting or related matters.
To report such matters, please send written cooretgnce to Audit Committee Chair, c/o Post OffiexB364, Monroe, Louisiana 71211.

If you would like additional information on the pemsibilities of the Audit Committee, please rdfeits 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

PROPOSAL TO APPROVE THE CENTURYLINK 2015
EXECUTIVE OFFICER SHORT-TERM INCENTIVE PLAN

(Item 3 on Proxy or Voting Instruction Card)

Our Board has adopted the CenturyLink 2015 Exeeufifficer Short-Term Incentive Plan (the “Plarsibject to shareholder approva
the meeting.

The Plan is designed to provide financial incerttiteeexecutive officers to make significant, ohjesly measurable contributions to our
overall performance and growth. As a key compooéour executive compensation program, the Plaménded to strengthen our ability to
attract and retain members of the executive offigeup. We propose to pay annual incentive bontesear executive officers for 2015 and
future years under the Plan.

The principal features of the Plan are summarizadvip. This summary is qualified in its entirety wewer, by reference to the full text of
the Plan, which is attached to this proxy staterasAppendix A.
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Purpose of the Proposal

Under Section 162(m) of the Internal Revenue Cuadgemay not deduct more than $1 million per yearcfanpensation paid to our Chief
Executive Officer or our next three most highly-qgmnsated executive officers (other than our Chiedricial Officer). However, Section 162
(m) provides an exclusion from the $1 million péficer tax-deductible limitation for qualified penfimance-based compensation that satisfies
certain requirements, including shareholder appréVa are submitting the Plan for shareholder apalrto qualify the annual incentive bonus
to be paid to each participating executive offigeder the Plan as performance-based compensattudexr from the Section 162(m)
limitation.

The Plan is substantially similar to our predeceptan, the 2010 Executive Officer Short-Term IndanPlan, which was in effect from
January 1, 2010 until December 31, 2014. Secti@frbrequires that shareholders re-approve at taasy five years any plan, such as the
attached Plan, that permits a company’s compemsatimmittee to select performance goals from afigrreviously-approved goals.

Terms of the Plan

Administration of the Plan. If approved at the meeting, the Plan will be galiy administered by the Compensation Committee, o
subcommittee thereof (which we collectively refeias the Committee), of the Board of Directors,clitwill have the power to designate
participants, establish performance goals and tibgs; adopt appropriate regulations, certify athtoachievement of performance goals, and
make all determinations necessary for the admatistr of the Plan.

Eligibility . Any executive officer may be designated by then@ittee as a participant in the Plan for any y8athe time of the meetin
we expect to have nine executive officers eligiblee designated as participants. The Plan providgghe Committee will designate prior to
March 31 of each year the executive officers ofGleenpany who will participate in the Plan that ydaxecutive officers who are not named as
participants in the Plan will participate in ottsftort-term incentive plans of the Company simitathie Plan but which may include a
discretionary component based on individual pertoroe.

Incentive Bonus. Under the Plan, each participant will be eligitdéoe paid an incentive bonus based on the aahientof pre-
established quantitative performance goals. Ther@itiee plans to establish the performance goalsdch year prior to March 31. The
Committee will set the range of potential bonus rsdor each participant, usually stated as a m¢age of the participant’s base salary. If
using more than one performance goal, the Committkkeletermine the relative weight given each gddie amount of any bonus will be
objectively determinable, as the participant’s athonus will depend upon whether or not the detyeehich the performance goal or goals
are achieved.

The performance goal or goals for each year wilbagsed upon one or more of the following criteelkating to the Company or one or
more of our divisions, subsidiaries or lines ofibass: return on equity, cash flow, assets or invest; share price (including, but not limited
to, growth measures and shareholder return); téegels of revenues, operating income, cash flowl(iding, but not limited to, operating cash
flow and free cash flow), cash provided by operatitivities, earnings or earnings per share; oostgrowth; customer satisfaction; or an
economic value added measure. The Commétselection of performance criteria from this éiatl the targets the Committee chooses to a
to such selected performance criteria may vary anpamticipants and across performance periodsafpperformance period, the
performance goals may be measured on an absolsitedsaelative to a group of peer companies seteloy the Committee, relative to internal
goals or industry benchmarks, or relative to lewatiained in prior years. Performance measurenvaiitbe adjusted as specified under the |
to exclude the effect of non-recurring transactiand changes in accounting standards. At the tirset$ performance goals, the Committee
may define the terms listed above as it sees fihoigh the Committee typically establishes a pennce period of a single calendar year, it
may subdivide any year into two or more performgmeeods.

No participant may be paid a bonus under the Plamooe than $5 million for any year. The Committess discretion to decrease but not
increase the amount of the bonus paid to a paatitifrom the amount that is
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payable under the terms of the pre-establisheerizifor the applicable year. The Committee magitheine to pay bonuses under the Plan in
whole or in part in (i) cash, (i) Common Shares(iid) restricted stock or restricted stock unitswhich case such stock or units will be paid
under any of the Company’s stock-based incentigagpthat provide for such types of grants. Pricghéopayment of annual bonuses under the
Plan, the Committee must certify that the perforagagoals and the applicable conditions to the paywithe bonus have been met.

Termination of Employment If, after more than 90 days into a Plan yearidigipants employment terminates as the result of disat
death, or retirement (on or after attaining agéadibwing the completion of five full years of engyiment), the participant or his heirs or
beneficiary will be entitled to receivepao rata portion of the bonus that would otherwise be pagdiasised on the achievement of the
performance goals for that period. In all othewaiions, if employment is terminated during a Blaar for any other reason, the participant
not receive an award for that year unless the Cdi@endetermines otherwise in its discretion or ssletherwise provided in a change of
control agreement between that participant ancCirapany.

Forfeiture of Benefits. Under the terms of the Plan, any participant whgages in certain specified activities considemrdpetitive
with, harmful to, or against the interests of th@r@any during his or her employment (or within 18nths thereafter) may be terminated as a
participant in the Plan and may be required torretuny incentive bonuses paid to him or her unideRlan. In addition, incentive bonuses pai
under the Plan will be subject to the Company’siidback” policy.

Amendments to the PlanThe Committee may amend, suspend, or terminat®ldm at any time. Any amendment or terminatiothef
Plan shall not, however, affect the right of a jggyaint to receive any earned bonus for a complpéstbrmance period that has not yet been
paid.

Term of the Plan. The Plan applies to each of the five calendarsydaring the period beginning January 1, 2015amrding
December 31, 2019, unless terminated earlier b thamittee.

Certain Federal Income Tax ConsequenceAmounts received by participants are requirebeg@ecognized as ordinary income by suct
participants (subject to withholding), and the Campis generally entitled to a corresponding deducit that time; however, as noted
previously, Section 162(m) limits the Company’s tkeductions for executive compensation to $1 nmllp@r covered executive under certain
circumstances.

Under Section 162(m), certain performance-basedeosation will be tax deductible without regardhe Section 162(m) limit if the
compensation is paid upon the achievement of pabkshed, objective performance goals and the riahterms of the arrangements are
approved by the Company’s shareholders. The Plsinustured such that amounts paid under it mayifgues performance-based
compensation for purposes of Section 162(m). Adogty, if our shareholders approve the Plan, then@ittee may grant incentive bonuses
under the Plan designed to be exempt from the @et62(m) deduction limitation.

However, nothing in the Plan precludes the BoarBicdctors or any dulyuthorized committee thereof from making additiqreyment:
or special awards in their discretion outside effttan that may not qualify as performafesed compensation under Section 162(m), pro
that such payments or awards do not affect thdfepadion of incentive bonuses under the Plan #ratdesigned to be performance-based for
purposes for Section 162(m). Further, as menti@selvhere in this proxy statement, Section 162¢m) highly technical and complex
provision of the federal tax code, which means #van when we structure compensation arrangemenisatify as performance-based under
Section 162(m), we can provide no assurances thiaag position will prevail.

Bonuses to be Paidlf the Plan is not approved at the meeting, weld/mot make any incentive awards to participamsen the Plan,
but participants would instead be permitted toipigete in the Company’s other
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bonus plans in order to provide total compensatmnmensurate with their responsibilities. In thede; we would not be able to deduct
incentive bonuses to certain executives to thengéthat such amounts, together with other compé@rs#tat does not qualify as performance-
based compensation for purposes of Section 162uogeds $1 million.

Plan Benefits

For fiscal 2015, nine executive officers have beamed as participants. For information as to thmubes that would have been paid to
certain of these individuals under the Plan forl#st fiscal year if the Plan had been in effeldape see the amounts reported in the non-equi
plan compensation column of the Summary Compensatble, which may be found under “Executive Congagion — Overview.”

Equity Compensation Plan Information

The following table provides information as of Ded#er 31, 2014 about our equity compensation pladgtuwhich our Common Shares
are authorized for issuance:

Number of Number of securities
securities to be remaining available for
issued upon Weightec-average future issuance under
exercise of exercise price of equity compensation

outstanding outstanding plans (excluding
options, warrants, options, warrants, securities reflected in

Plan Category and rights (a) and rights (b) column (a)) (c)
Equity compensation plans approved by shareholde 926,7441) $ 44.142) 22,637,23

Equity compensation plans not approved by

shareholder® 3,179,28. 36.2( —
Balance at December 31, 20 4,106,021 $ 37.9¢@ 22,637,23

(1) These amounts include restricted stock unilsclvrepresent the difference between the numbsharfes of restricted stock subject to
market conditions granted at target and the maxirmpassible payout for these awards. Depending diopeance, the actual share pay
of these awards may range between 0 to 200% détget share amour

(2) The amounts in column (&) include restrictegtktunits, which do not have an exercise price.98qnently, those awards were excluded
from the calculation of this exercise pri

(3) These amounts represent Common Shares to be igpaadexercise of options that were assumed in atiomewith certain acquisition:

Vote Required
Approval of the Plan requires the affirmative voféhe holders of at least a majority of the vatast at the meeting.

The Board unanimously recommends a vote FOR thisposal.

ADVISORY VOTE ON EXECUTIVE COMPENSATION
(Item 4 on Proxy or Voting Instruction Card)

This year we are once again providing you withdgpportunity to vote on a non-binding, advisory tation 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 achievingcgfmeannual and long-term
goals, as well as increased shareholder value.&Neve this structure aligns
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executive pay with our financial performance arel¢heation of sustainable shareholder value. Thegemsation Committee of our Board
continually reviews our executive compensation paots to ensure they achieve the goals of alignimgcompensation with current market
practices and your interests as shareholders.d¢liti@al information on our executive compensatiwg urge you to read the “Compensation
Discussion and Analysis” and “Executive Compensetgections of this proxy statement.

At the meeting, we will ask you to vote, in an aawy manner, to approve the overall compensatiamunohamed executive officers, as
described herein further below, including the Congagion Discussion and Analysis, the Summary Cosgiteon Table and the other related
tables and disclosures. This proposal, commonlyknas a “say-on-pay” proposal, gives you the opputy to express your views. This
advisory vote is not intended to address any sigdt#in of compensation, but rather the overall pensation policies and practices with
respect to our named executive officers as destiibthis proxy statement. Accordingly, your vot# wot directly affect or otherwise limit
any existing compensation or award arrangemenmybéour named executive officers.

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 provideufCorporate Governance — Top
Leadership Positions and Structure.”

We currently hold our “say-on-pay” advisory votenaally; accordingly, the next “say-on-paytte will occur at our 2016 annual meet
of shareholders.

Approval of this proposal will require the affirna vote of the holders of at least a majorityttd totes cast at the meeting.

The Board recommends that you vote FOR the ovecalinpensation of our named executive
officers as described in this proxy statement.

SHAREHOLDER PROPOSAL
(Item 5 on Proxy or Voting Instruction Card)

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

The Board of Trustees of the International Brotbechof Electrical Workers Pension Fund, locatelOft Seventh Street, NW,
Washington D.C., 20001, has informed us that iefiefally owns, and has beneficially owned for mtiran a year, at least $2,000 of our
Common Shares and that it intends to present fasideration at the meeting the following proposald has furnished the following statement
in support of the proposal). We take no resporigitfibr this proposal. Adoption of this proposatjtéres the affirmative vote of the holders of
at least a majority of the votes cast at the mgetin

“RESOLVED: Shareholders of CenturyLink (the “Compggrurge 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 retieinage or terminating employment with the Compdiay.the purpose of this polic
normal retirement age shall be defined by the Cawpigagqualified retirement plan that has the largesnber of plan participants. The
shareholders recommend that the Committee addpdra setention percentage requirement of at léapevcent of net after-tax shares.
The policy should prohibit hedging transactions for
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shares subject to this policy which are not salgsdduce the risk of loss to the executive. Tlokcy shall supplement any other share
ownership requirements that have been establigiesehior executives, and should be implementexsswt to violate the Company’s
existing contractual obligations or the terms of aampensation or benefit plan currently in effect.

Supporting Statement: Equity-based compensatian imyportant component of senior executive comg@rsat our Company.
While we encourage the use of equity-based comtiendar senior executives, we are concerned thatGmmpany’s senior executives
are generally free to sell shares received fromGampany’s equity compensation plans. In our opinibe Company’s current share
ownership guidelines for its senior executives dbgo far enough to ensure that the Company'’s ggoinpensation plans continue to
build stock ownership by senior executives overlding-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 base salargpproximately 171,295 shares based on the cumaihg price. In comparison, the CEO
currently owns more than 1.2 million shares. Whattsre, in 2013, our Company granted the CEO 88iitd&-vested stock awards and
44,073 performance-based stock awards. In othedsyone year’s worth of equity awards is close éztimg the Company'’s long-term
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 exective free to sell all the additional shares tle®give in equity compensation.

Our proposal seeks to better link executive comaiém s with longterm performance by requiring a meaningful shatentén ratic
for shares received by senior executives from the@any’s equity compensation plans. Requiring sesmiecutives to hold a significant
percentage of shares obtained through equity cosap@n plans until they reach retirement age véttér align the interests of executi
with the interests of shareholders and the Compar009 report by the Conference Board Task ForcExecutive Compensation
observed that such hold-through-retirement requergsgive executives ‘an ever growing incentivéottus on long-term stock price
performance as the equity subject to the policyeases’ (available at http://www.conference-
board.org/pdf_free/ExecCompensation2009.pdf).”

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

For the third consecutive year (and for the fotirtie in six years), you are being asked to vot¢hisisame topic. However, none of the
proponent’s nearly identical proposals have evegived the support of more than 27% of the shaséstvat our annual meetings. For the
reasons discussed below, we continue to beliewatireexisting compensation policies adequatelyeskithe concerns addressed in this
proposal.

The Board agrees with the proponent that equityesship by executive officers serves to align thegkterm interests of our senior
executives and shareholders. We believe, howdvatr sensible stock ownership and compensation @negybalance the importance of aligr
the long-term interests of executives and sharehmnsldith the need to permit executives and shadensto prudently manage their personal
financial affairs. As described further below, B@ard believes that our stock ownership guidelimespnjunction with our performance-based
compensation plans and policies, successfullyesttiis balance effectively, making the adoptiothef current proposal unnecessary. By
contrast, the rigid mandate inherent in this praposuld be harmful in several respects, and puatt ascompetitive disadvantage for attracting
and retaining executive officers.

As the proponent acknowledges, our executiveslegady subject to share ownership requirements.sawk ownership guidelines
(which are discussed further in “Corporate Govecean- Governance Guidelines” and “Compensation Bisicun and Analysis — Our
Policies, Processes and Guidelines Related to Exeddompensation — Stock Ownership Guidelines"hdete significant stock ownership
for all of our executives. As noted in the propdresupporting statement, these guidelines requireCEO to beneficially own
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CenturyLink stock with a value of at least six tBrt@s annual base salary, and further requiretladircexecutive officers to beneficially own
CenturyLink stock with a value of at least threeds their annual base salary. All of our top exgegatown CenturyLink stock at levels well in
excess of these requirements. For instance, our €2E@ntly holds stock valued at over 33 timeschigent salary. We believe that our stock
ownership guidelines accomplish the proponentsrided purpose of aligning executive and sharehaiterests through at-risk equity
ownership.

Our compensation plans and policies further alignlong-term interests of our executives and studdehs. Our executive compensation
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 extve compensation consists of awards of timeegeand performandeased restricted stor
Our time-vested restricted stock typically vestsroa three-year period so that our executiveszedlill value from the grants only after
serving us for at least three years, while ourgrarbince-based restricted stock vests only if wéegelour three-year threshold levels of
targeted performance. As such, the value realipeth westing of our restricted stock is directhydtie our long-term performance and the
appreciation of our stock price over the vestingguke which benefits all shareholders. In additise, have implemented both anti-hedging anc
anti-pledging policies to ensure that our executivear the full economic risk and reward of thwick ownership, and that their economic
interests remain fully aligned with the economiemests of our other shareholders. We also haviemgmted recoupment policies designed tc
further assure a linkage between our executive emsgtion and our long-term performance. We beliwrecompensation plans and policies,
coupled with our above-described stock ownershigadimes, achieve the central objective of thisrehalder proposal.

Adoption of the proponent’s proposal could be haitrirf several respects. While it is essential thatexecutive officers have a
meaningful equity stake in our Company, the Bodsd helieves that it is important that we do naiatie them from being able to responsibly
manage their personal financial affairs. The adwoptif this policy would limit our executive officgrabilities to engage in customary and
prudent estate planning, portfolio diversificatmncharitable giving. Worse yet, these onerousiatisins could create an incentive for senior
executives to resign in order to realize the vali#neir prior service. We believe that the typeeaiention policy described in this proposal is,
not surprisingly, uncommon among our peers andtiigaadoption of this proposal would put us at mpetitive disadvantage relative to our
peers who do not have such restrictions.

We believe that our guidelines, plans and polieiesbetter balanced than the proponent’s propdéalbelieve our Compensation
Committee of independent directors is best subdfdrtmulate executive compensation principles aradires that discourage excessive risk-
taking and promote long-term, sustainable valuatog, and that it should have the flexibility tousture effective and competitive
compensation policies and programs. We believeahaturrent mix of ownership guidelines, compeiesapractices and policies provide for
an appropriate balance between aligning the long-ieterests of management and the shareholdeitg albo permitting our executives 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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OWNERSHIP OF OUR SECURITIES

Principal Shareholders

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

owned more than 5% of the outstanding Common Staaré&ecember 31, 2014, unless otherwise noted.

(1)

(2)

(3)

(4)

Amount and
Nature of
Beneficial Percent of
Ownership of Outstanding
Name and Addres Common Shareg?) Common Shareg?)
Capital Research Global Investors 62,083,262 10.9%

333 South Hope Street

Los Angeles, California 9007

Blackrock, Inc. 37,399,530 6.€%
40 East 52nd Street

New York, New York 1002.

State Street Corporation 32,962,824 5.8%
State Street Financial Center

One Lincoln Street

Boston, Massachusetts 021

The Vanguard Group 32,057,500) 5.6%
100 Vanguard Blvd.

Malvern, Pennsylvania 193t

Capital Income Builder 31,859,34(6) 5.€%
333 South Hope Street

Los Angeles, California 9007

The figures and percentages in the table ahave been determined in accordance with Rule 18dt#3e SEC based upon information
furnished by investors listed, except that we hzaleulated the percentages in the table basedeoactinal number of Common Shares
outstanding on December 31, 2014, as opposed @stieated percentages set forth in the repottiseoinvestors referred to below in
notes 2 through 6. In addition to Common Shareshawe outstanding Preferred Shares that vote tegetith the Common Shares as a
single class on all matters. One or more personsflogally own more than 5% of the Preferred Shahesvever, the percentage of total
voting power held by such persons is immateriat. detgitional information regarding the Preferrec@s, see “Questions and Answers
About the Meetin(— How many votes may | ca”

Based on information contained in a Schedulé/A3Report dated as of February 13, 2015 thatitivisstor filed with the SEC. In this
report, the investor indicated that, as of Decen3ieR014, it held sole voting and dispositive powith respect to all of these shares in
its capacity as an investment adviser to variousstment companies, including Capital Income Buijlddnich has separately reported its
beneficial ownership interest in what we believééoa portion of these shares pursuant to the 8t#&8G Report described in note 6
below.

Based on information contained in a Schedulé/A3Report dated as of February 9, 2015 that thisstor filed with the SEC. In this
report, the investor indicated that, as of Decen®i¢i2014, it held sole voting power with respecB2,539,469 of these shares and sole
dispositive power with respect to all of these ke

Based on information contained in a Schedul® R&port dated as of February 12, 2015 that thissitor filed with the SEC. In this
report, the investor indicated that, as of Decen3ieR014, it shared voting and dispositive powith wespect to all of these shares with
various of its subsidiaries specified in such reg
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(5) Based on information contained in a Schedulé Reéport dated as of February 10, 2015 that thissitor filed with the SEC. In this
report, the investor indicated that, as of Decen#iei2014, it held sole voting power with respec®88,289 of these shares, shared
voting power with respect to none of these sha@s, dispositive power with respect to 31,121,3bthese shares and shared dispositive
power with respect to 936,150 of these she

(6) Based on information contained in a Scheduf® Re&port dated as of February 13, 2015 that thissitor filed with the SEC. In this
report, the investor indicated that, as of Decen3ieR014, it held sole voting power with respecali of these shares and sole
dispositive power with respect to none of theseeshan its capacity as an investment company ad\igeCapital Research Global
Investors, whose interest in what we believe ta Ipertion of these shares is described in noteo2ea

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 naaéidyeneficially owned shares are held with soléngand investment power and are not
pledged to third parties.

Components of Total Shares Beneficially Owne

Unrestricted Options or Rights
Shares Unvested Exercisable Total Shares
Beneficially Restricted Within 60 Beneficially
Name Owned @ Stock @ Days®) Owned ¥
Executive Officers:
Glen F. Post, Il 594,91: 590,80: 200,00( 1,385,71.
Karen A. Pucket(® 111,71: 178,10: 75,00( 364,81
R. Stewart Ewing, Ji 99,78( 121,68t¢ 125,00( 346,46¢
Stacey W. Gof 32,71 96,94¢ 40,50( 170,16:
David D. Cole 112,59° 88,92 40,50( 242,02(
Aamir Hussair — 99,20: — 99,20:
Maxine L. Moreat 8,80¢ 41,85: 10,00( 60,66
Scott A. Trezise 3,03¢ 38,83¢ — 41,87:
Girish K. Varma 4,012 53,04: 22,29] 79,35
Outside Directors:
Virginia Boulet 18,29: 3,951 — 22,25(
Peter C. Browr 24,10¢ 3,957 — 28,06:
Richard A. Gepharc®) 11,71( 3,957 — 15,66
W. Bruce Hank: 26,11¢ 3,951 — 30,07:
Gregory J. McCra() 3,871 3,957 — 7,82¢
C.G. Melville, Jr( 3,03¢ 3,951 — 6,99t
William A. Owens 21,747 9,41¢ — 31,16
Harvey P. Perr(® 82,28t 3,957 — 86,24
Michael J. Robert 14,718 3,951 — 18,67:
Laurie A. Siege 24,10¢ 3,951 — 28,06:
Joseph R. Zimme 18,34¢ 3,951 — 22,30¢
All directors and executive officers as a group (20
persons©) 1,215,90: 1,358,38! 513,29° 3,087,57!

(1) This column includes the following number ofiets allocated to the individual’'s account under ohour qualified 401(k) plans:
142,612 — Mr. Post; 4,002 — Ms. Puckett; 21,443 + EWing; 5,497 — Mr. Goff; 0 — Mr. Cole; 0 — Mr.u$sain; 2,057 —
Ms. Moreau; 0 — Mr. Trezise; and 0 — Mr. Varma.tiRRgpants in these plans are entitled to directvbiéng of their plan shares, as
described in greater detail elsewhere hel
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(2)

3)

(4)

(5)
(6)
(7)
(8)

(9)

Reflects (i) for all shares listed, unvestedrsk of restricted stock over which the personsetde voting power but no investment
power, and (ii) with respect to our performanceeaaestricted stock granted to our executive officethe number of shares that will vest
if we attain target levels of performan

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 former spouses, or (iii) “ptiam units” held by Mr. Roberts that are payableash upon the termination of his
service as a director, as described further u“Director Compensatio— Other Benefit”

None of the persons named in the table beneficiallgs more than 1% of the outstanding Common Sha@tesshares beneficial

owned by all directors and executive officers ggaup constituted 0.5% of the outstanding Commaar&has of the record date
(calculated in accordance with rules of the SEQim#sg that all options listed in the table haverberercised for Common Shares
retained by the recipient

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

Includes 4,748 shares held in a trust, of whicihi) Gephardt and his wife are-trustees and (ii) Mr. Gephardt is the sole benafic

As of the record date for the meeting, neitiierMcCray nor Mr. Melville met their ownership tgt under our current stock ownership
guidelines, and, as such, each will be expectéal 65% of the Common Shares that he acquiresigfrour equity compensation
programs, excluding shares to pay related te

Includes 709 shares beneficially held by Mrrie spouse, as to which Mr. Perry disclaims biiefownership, and 19,132 shares held
by Mr. Perry through our dividend reinvestment plas of the most recent date practical

As described further in the notes above, inetu@) 709 shares held beneficially by the spoo$éisese individuals, as to which beneficial
ownership is disclaimed, (ii) 202 shares held atarlian for the benefit of children of such indivéds, (iii) 4,748 shares held beneficially
through a trust and (iv) 19,132 shares held thraughdividend reinvestment plan (as of the mostmédate practicable), excluding 2,:
shares held through such plan by two of our exeeufficers who no longer participate in such p

COMPENSATION DISCUSSION AND ANALYSIS

Our named executive officers for 2014 were:

* GlenF. Post, I Chief Executive Officer and Preside

» Karen A. Pucket President, Global Markel

* R. Stewart Ewing, J Executive Vice President, Chief Financial OfficedaAssistant Secreta

e Aamir Hussair Executive Vice President, Chief Technology Ofi

» Stacey W. Gof Executive Vice President, Chief Administrative €gifj General Counsel and Secret:

This Compensation Discussion and Analysis is omgghinto four subsections:

Subsection Page
l. Executive Summary 28
II.  Our Compensation Philosophy and Linkage to Pay&rformance 30
lll.  Our Compensation Program Objectives and Compomnéiiay 33
IV. Our Policies, Processes and Guidelines Relatedeoufive Compensatic 43

|. 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 rewandgemance that contributes to the execution oftmusiness strategies, and to attract and retai
the right executives for our business.
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2014 Business HighlightsDuring 2014, we achieved several significant acd@hments, including the following:

Continued to improve revenue trend, genera2ibity} total operating revenues of $18.03 billiod,426 decline compared to 2013,
and an improvement from the 1.5% and 1.7%-over-year declines in fu-year 2013 and 2012, respective

Also continued to improve core revenues (striatand legacy revenues) trend from a 1.3% anre@lree in 2013 to a 0.6% annual
decline in 2014

Achieved solid growth in both high-speed Intdgrand Prism TV subscribers throughout the yeatingdd1,000 and 67,000,
respectively

Invested in our network to improve speed awlity across our footprint, resulting in the gréwaf the percent of broadband-
enabled access lines receiving 20 Mbps or highBb% and those receiving 40 Mbps or higher to ntloae 25%

Launched more than 20 new Business productsamices — including CenturyLink Private Cloud, hged Office and Managed
Enterprise— and expanded CenturyLi’'s MPLS, Ethernet, Wavelength and VolP service oftg.

Further transformed CenturyLink in late 2014abigning the organization into one sales and ntargg¢eam, one product
development and technology team, and one globahtipas team to help drive revenues, innovation@retational excellenc

Completed two strategic acquisitions — Data@asdinc. and Cognilytics, Inc. — which added to @@gyiink’s product portfolio
leading solutions regarding Disa-Recover-as-a-Service cloud services, advanced predictive aralgnd Big Date

Generated solid 2014 free cash flow of $2.lidniland returned approximately $1.9 billion to selders through dividends and
share repurchase

2014 Executive Compensation HighlightBuring 2014, the Compensation Committee of our Bg#re “Committee”fook various stef
to (i) continue to refine the performanbased portions of our compensation programs apstféngthen the linkage between executive pay
our performance and strategic goals. Our recenekegutive compensation decisions and highligrdsammarized below.

In May 2014, we received the favorable vote of @& of our shareholders with regards to our an“say on pa” vote.

Our 2014 operating performance resulted intstaom incentive bonus performance payouts of 96i@%ur named executive
officers, except for one that received a payout@f.8% as a result of his outstanding performa

The Committee increased, from 50% to 60%, thréign of longterm equity incentive compensation that is payablg if we attair
certain specified goals, thereby placing a greadetion of our senior officers’ compensation akri§he remaining portion of our
senior officers’ long-term equity incentive compatisn is currently paid in time-vested restrictéatk, the value of which is
dependent on our share price performance overtamaad vesting perio

The Committee revised the design of our anmgantive program so that all executive officers mow measured against the same
performance objectives of core revenue and opegratish flow with an opportunity for positive or a¢ige adjustment based on
individual performance

The above-described modifications of compensgtrograms increased the portion of target tatalctlcompensation that is
performanc-based from 53% to 60% for our CEO and on averaga §1% to 57% for our other named executi

29



Table of Contents

* In October 2014, the Committee approved thiadpiof Aamir Hussain as our Chief Technology Offite lead our Product and
Technology Development function. Mr. Hussain i®asoned leader and has been on the frontlinestufidéogical innovation. For
further information on Mr. Hussé's background, se*— Executive Officers Who Are Not Directo”

For further information on the performance goatalgished by our Compensation Committee, see “—tSherm Incentive Bonuses”
and “— Long-Term Equity Incentive Compensatiamider Subsection Ill below. For more informationaam recent financial performance, !
Appendix Eto this proxy statement.

Assessment of “Say on Pay” Voting Results and Shmoleler Outreach. In May 2012, 2013 and 2014, the votes cast bysbareholder
with respect to our “say on pay” proposal were fabte, over 96%, 94% and 91%, respectively. In estion with making executive
compensation decisions, the Committee has takenaidghese votes, and concluded that shareholdegeaerally satisfied with the scope and
structure of our compensation programs. Nonethgiledday 2014, our senior management implementstsaeholder outreach program with
our top institutional investors holding approximut80% of our outstanding shares, and receivedad&iinput. We value the feedback
provided by our shareholders and look forward tatiomed, open dialogue on compensation matterotrat issues relevant to our business.

II. Our Compensation Philosophy and Linkage to Payor Performance
Our Compensation Philosophy

We compensate our senior management through afrppograms designed to be market-competitive aschfly responsible. More
specifically, our executive compensation progranesdesigned to:

» provide arappropriate mix of fixed and variable compensatiorto attract, retain and motivate key executi

» provide a majority of our executive compengatisat isperformance-based, to supportreation of lonc-term shareholder
value, revenue growthandoperational efficiencywithout encouraging excessive risk taki

e targettompensation at the 5" percentile of market levelswhen targeted levels of performance are achiewedsifnilarly-
situated and comparably skilled executives at pesmpanies selected by our Compensation Comm

e recognize and rewardoutstanding contributions and results, both omalividual basis and a company or divisional basis,
compared to peer compensation and performance bremkHevels

e promote internal equity by offering comparable pay to executives whom wgeekto make roughly equivalent contributions, @
differentiating executiveé compensation arrangements when appropriate

e monitor share dilution .
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Overview of Pay Elements and Linkage to CompensatioPhilosophy and Objectives

We believe the following elements of our compemsatirogram help us to realize our compensatioropbphy and objectives:

Pay Elemen
Salary

Short-Term Incentive Bonus

Time-Based Restricted Stock

Compensation Philosophy anc
Characteristics Objectives

Annualfixed cash compensation Provides aompetitive and stablecomponent of
income to our executive

Annualvariable cash compensation based on the Providescompetitive short-term incentive
achievement of annual performance measures. Halpportunities for our executives to earn annual
of these payments are currently basedperating cash bonusdsased on performance objectives
cash flowand the other half otore revenue. For  that, if attained, can reasonably be expected to (i
each executive, the Committee has an opportunitygimmote our business and strategic objectives ar
make a positive or negative adjustment based on {i¢ correspond to those paid to similarly-situated
executive's performance againstlividual and comparably skilled executives at peer
objectives companie

Annual long-term equity awards that vest based ofProvides variable compensation that helps to

years of servic retain executives and ensures our executives’
interests are aligned with those of shareholders t
grow long-term value

Performance-Based Restricted Stooknnual long-termvariable equity awards that cliff Fosters a culture of ownership, aligns the long-

vest three years from the date of grant with Hadf t term interests of our executives with our

number of shares based on oeiative three-year  shareholders and rewards or penalizes executive
performance versus our custom total shareholder based on our relative TSR performance and long
return (“TSR”) industry peer group and the other term revenue targets

half based on three-year revenue target

The Committee feels our incentive programs supparte strategic and cultural priorities for 2014dascribed below:

» Our senior officers are linked similar performance objectivesfor both short-term incentive and performance-basstticted
shares, as our business has become more intec

» Total shareholder return does not have a direct connection to the executi@ur strategic plan, but longrm stock valuation wil
theoretically reflect the success of that execufiaital shareholder return is one of the perforreameasures used in our
performanc-based restricted shares, currently representingt®622% of our executive office’ target total compensatio

» Our generation afore revenueis critical to our goal of stabilizing and ultimgténcreasing our consolidated revenues with a view
to attain strategic revenue growth sufficient tfsef our legacy revenue losses. Core revenueésfarmance measure in both our
short-term incentive bonus and performance-bassdated shares, currently representing 28% to 80%ur executive officers’

target total compensatio

» Operating cash flowenables us to, among other things, (i) fund stiategpital investments designed to expand our lessin
opportunities, (ii) return cash to our shareholdbreugh dividends or sha

31



Table of Contents

repurchases, and (iii) meet our debt and pensidigaitons. Operating cash flow is a performance sueain our short-term
incentive bonus, currently representing 8% to 12%up executive officerl’ target total compensatio

» Theindividual performance objectivesprovide “line of sight” to each senior officer'sgi@mance regarding their specific areas o
responsibility. In addition, we utilize this aspe€the short-term incentive plan design to reinéoleadership behaviors promoting
our Unifying Principles and expectations of ourdimter workforce. We believe that successfully exaguin clearly defined
individual performance objectives will help us irape team collaboration, expand our product linene our market strategies,
execute acquisition opportunities, reduce costsatinerwise improve our operatiot

The following chart illustrates the approximatenadition of our CEO and other NEO's total target penmsation opportunity for 2014
between elements that are fixed pay and variabteedormance-based pay:

CEO Pay Mix | Other NEOs Pay Mix

P ¢
F,

/ £ ASAs, 3%
[ RSM. 29% m I'E“ 'II

» Afixed annual salary represents 11% of our GHGYtal target compensation and 20% of our othEON$ average target total
compensatior

» Variable pay is comprised of a short-term inoen(“STI") bonus, time-vested restricted stockaads (“RSAs”) and performance-
based restricted stock awards (“PSAs”), and repies89% of our CEO'’s total target compensation &0 of the average of our
other NEC' s average target total compensat

* Performance-based pay is comprised of an Silidand PSAs, and represents 60% of our CEO’statg¢t compensation and
57% of our other NE’s average target total compensat

Short-Term Incentive Performancelhe Compensation Committee sets the target le¥gleréormance based on assessments of the
difficulty of achieving such levels and the potahtmpact of such achievement on enhancing shalehehlue. In 2012, 2013 and 2014, our
actual performance resulted in short-term incerhimus payouts for our CEO of 135%, 102% and 96r8%pectively.

Linkage of Long-Term Incentive Performance Objeatis with our Compensation PhilosophyWe believe we can increase shareholder
value by outperforming our industry peers’ threasy®tal shareholder return and consistently aéhieand surpassing the sum of our annual
revenue targets over a three-year performancedcérteerefore, in 2014, the Committee increasegéréormance-based portion of our senior
officers’ long-term equity incentive compensatioor 50% to 60%.
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Vesting of Performance-Based Restricted StoGkur past issuances of performance-based reststbet awards provide further
evidence of our “pay for performance” philosophy2010, 2011 and 2012, the Committee granted lidifeovalue of the executives’ long-
term awards in the form of performance-based e#sttistock measured against our total sharehaoddiemr relative to the S&P 500 index, with
the other half being in the form of time-vestednieted stock.

The payout percentage in the table below represieatgercentage of the target number of performéased restricted shares grantec
each of our senior officers that ultimately vestedh all remaining shares being forfeited.

Gran Performance Performanc Percentil: Payou
Year Period Goal CTL TSk Rank %
2010 2010— 201z S&P 50( 35.2% 4gth 92%
2011 2011— 201: S&P 50( -14.42% gth 0%
2012 2012— 201« S&P 50( 33.3% 16t 0%

Significant Stock OwnershipStock ownership guidelines further align executiaed shareholders and focus the executives ontkmng-
success. We established our executive stock owipegsidelines after discussions with some of owarsholders. Under our stock ownership
guidelines as of April 1, 2015:

* Mr. Post held over $42.0 million in stock and penfance shares and significantly exceeded his targeérship level

»  Our other NEOs held an aggregate of approxin&26.3 million in stock and performance shared exceeded the target
ownership level, on average, by approximately Brig$ their respective target ownership le

[1l. Our Compensation Program Objectives and Comporents of Pay
Our Compensation Practices

To assist us in achieving our broad compensatiafsgove apply the following practices (many of whare described further elsewhere
in this Compensation Discussion and Analysis):

What We Do...

* Focus on performan-based compensation weighted heavily towards-term equity award

» Maintain stock ownership guidelines applicable to executive officers and outside direct

» Annually review our compensation programs to awidouraging excessively risky behav

e Conduct annué‘say-on-pay’ votes

» Periodically seek input on our executive compensdtiom shareholdel

* Maintain a compensatic‘clawbacl” policy

» Review the composition of our peer group annu

e Benchmark against & percentile peer compensation lev

e Conduct independent and intensive performanceweved our senior officer

» Limit the maximum number of performance sharesetst ¥f our total shareholder return is nega

* Require shareholders to approve any futureraege agreements valued at more than 2.99 timesxdwutive’s target cash
compensatiol

» Impose compensation forfeiture covenants broadar those mandated by I
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What We Don't Do...

» Enter into employment agreements with our execs
e Maintain a supplemental executive retirement |
e Permit our directors or employees to hedge oukstmcour directors or senior officers to pledge stock
» Pay dividends on unvested restricted st
* Permit the Compensation Commif's compensation consultant to provide services t@u@gl ink
» Pay, provide or permi
0] excessive perquisite
(i) excise tax‘gros-up’ payments under our severance arrangemen

(i)  single-trigger change of control equity acceleration bige

Summary of 2014 Compensation for our Named ExecutéevOfficers

General. Two of the core principles of our compensation ulphy are to offer competitive compensation toramed executive
officers at the 50'percentile of market levels with an appropriate ofifixed and variable compensation.

Our 2014 annual incentive bonus target percentageéshe total fair value of our 2014 equity graotsour executive officers are based
on these principles.

Each element of our 2014 compensation is discusstter below in this Subsection under the headifrgsSalary,” “— Short-Term
Incentive Bonuses” and “— Long-Term Equity Incerti@ompensation.” In each case, more informatiohaw we determined specific pay
levels is located under “— Our Compensation Deaidiaking Process” in Subsection IV below.

Salary

General. Annually in the first quarter, the Committee ews compensation tally sheets and benchmarking distaisses with the CEO
each senior officer's pay and performance relativether senior officers, and considers when tfieaflast received a pay increase. More
information on how we determined specific pay levsllocated under “— Our Compensation Decision-iMgiProcess” in Subsection IV
below.

In 2014, the Committee increased Mr. Goff's salayyb% to $525,000, effective in February 2014, approved Mr. Hussain’s annual
salary of $475,000, effective upon his hiring int@xer 2014. There were no other changes to ourinemganamed executive officers’ 2014
salaries.

Recent Actionsln November 2014, the Committee approved a 13.6¥ease to Mr. Post’s salary to $1,250,000, whidabe effective
on January 1, 2015. This increase was the resthiro€Committee’s recognition of Mr. Post’s ovetalidership and performance demonstratec
in 2014 and acknowledgment of his role in the eXeowf our business strategy, as well as the Cdtesis review of compensation
benchmarking. See further discussion under “— UsBenchmarking’ Data — Performance Benchmarking'Subsection 1V below. In
February 2015, the Committee awarded salary inesasging from 2.5% to 3.0% for Ms. Puckett, Mrilig and Mr. Goff, and left
unchanged the salary of Mr. Hussain.

Short-Term Incentive Bonuses

General. With the assistance of management and its coraiensonsultant, the Compensation Committee sEtb&nus targets
annually, and, under special circumstances, meguéntly than annually. Annually in the first qearthe Committee approves (i) the
performance objectives for prospective bonusésth@ “minimum,”

34



Table of Contents

“target” and “maximum” threshold levels of perfornee, (iii) the weighting of the performance objees, (iv) the amount of bonus payable if
the target level of performance is attained andhg)finally determined amount of bonus paymerttiatable to performance for the prior

year.

In February 2014, the Committee determined that @eatned executive’s then-prevailing STI bonus tacgetinued to be generally
within acceptable range of targeting an STI borpsoctunity at the 5@ percentile for peers in similarly situated positdrased on data
compiled by its compensation consultant.

The table below summarizes the 2014 STI bonus dppities for our named executive officers. Excephated in the table, the
Committee in 2014 made no changes to our namedigxeofficers’ prior bonus targets.

Target Bonu

2014 Bonus
Named Office Salary X Target % = Opportunity
Glen F. Post, Il $1,100,00!I 15(% $1,650,00!
Karen A. Pucket 725,00( 110% 797,50(
R. Stewart Ewing, Ji 650,00( 11C% 715,00(
Aamir Hussair 85,8941 10C% 85,89:1)
Stacey W. Gof 520,89((2) 11C% 572,9742)

(1) 2014 salary reflects 66 days that Mr. Hussaas employed with the Company in 2014, and his 2adget bonus opportunity has been

prorated accordingly
(2) Although Mr. Goff's 2014 bonus target percemtégr 2014 was unchanged from 2013, his target opportunity increased due to a
2014 salary increase. 2014 salary reflects Mr. Go#ites of $500,000 from January 1 to Februarari®$525,000 from February 20 to

December 31

Performance Objectives and Targef®n an annual basis, the Committee reviews the aalsy of our STI performance objectives for
alignment with our business goals and objectives:dbruary 2014, the Committee approved the bekrfiopnance objectives and weighting
so that all our senior officers are now measuredreg the same financial performance objectivesoofolidated operating cash flow and
consolidated core revenue. See further discussidard'— Overview of Pay Elements and Linkage to @ensation Philosophy and
Objectives” in Subsection Il above.

In February 2014, the Committee, after discussigh aur CEO, approved (i) the target level, of 6epperating cash flow return on
average assets for purposes of fixing the maximuonmouat of potential annual bonuses for 2014 payabtaur senior officers in accordance
with Section 162(m) of the Internal Revenue Coadel, @) thresholds, targets, and maximums for otyegacash flow and core revenue.

Performance Levels (in million:

Financial Performance Objecti Weightinc Minimum Target® Maximum
Consolidated Operating Cash FI&V 50% $ 6,792.! $ 7,150.( $ 7,507.k
Consolidated Core Reven®) 50% 15,729.! 16,300.! 16,870.!

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

(2) Represents operating income plus depreciation arutezation expense

(3) 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:

In February 2014, the Committee, in collaboratiathwur CEO, also approved guidelines designedabke the Committee, in its
discretion, to increase or decrease the bonusobf enior officer by up to 10%, based on the officmdividual performance during 2014 with
respect to (i) assisting the Company to meet iperge budget, (ii) exhibiting collaboration anddeaship skills, (iii) attaining three to four
specific pre-selected individual performance oliyest and (iv) the officer’s individual scoring urrdeur management performance rating
system.
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2014 Performance Resultsin February 2015, the Compensation Committeeere®d audited results of the Company’s performasce a
compared to the financial performance targets éshaal for 2014. The Committee determined thatihgregate earned performance for these
performance targets was 96.8% for our named exexafficers, as described further below.

During 2014, we achieved the financial results dbed below which, based on the financial objecpagout scale in the table below in
this Subsection under “— Calculation of Bonusesgulted in the following earned performance leweldach financial objective:

2014 Operating Cash Flow (in bilfions) 2014 Core Revenue {in billions)

=i - FRET
5
= = — - T00% Fayout i = = Pyt

| 106.7%
Fayout

100 Paspount

mu T TRreshz i 5T Tarpwi IT1 Eaarmum ana AT Thagabeahd BT Tonget TR

e 162(m) Target — Operating Cash Flow Return on AgerAssetsittained a 13.9% operating cash flow return on agerassets,
which exceeded the target level established by tiramittee in February 2014 for purposes of fixing thaximum amount of
potential annual bonuses for 2014 payable to auiosefficers in accordance with Section 162(mjha Internal Revenue Coc

» Operating Cash FlowAchieved consolidated operating cash results d%& billion, which was slightly below its target $7.150
billion, thereby resulting in earned performanc&6f9% of the target leve

» Core Revenuéchieved consolidated core revenue results of &BI8llion, which was slightly above its target$if6.300 billion,
thereby resulting in earned performance of 106.7#%etarget level

» Individual Performance ObjectiveThe Committee reviewed with management the degradich each senior officer met certain
specific individual performance objectives and benarks, as well as qualitative assessments of @#icbr's performance. Based

on these assessments, the Committee elected eagecMr. Goff's bonus payment by 10% and to makiedigidual performance
adjustment with respect to the other senior offic

We used the following scale, which was approve@0h4, to calculate bonus amounts payable with igpecompany performance.

Financial Objective Payout Sc:

Consolidate Consolidate

Percentag

Operating Core of Earned

Performance Lev Cash Flow Revenue Performanc
Maximum > 105.0% >103.5% 200%
Target 100.0¥% 100.0¥% 100%
Threshold 95.0% 96.5% 50%
Below Thresholc < 95.0% < 96.5Y% 0%
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Upon completion of the fiscal year, if necessary, actual operating results are adjusted up or dewmppropriate, in accordance with
the Committee’s long-standing guidelines that @sighed to eliminate the effects of extraordinarpan-recurring transactions that were not
known, anticipated or quantifiable on the datepgbdormance goals were established.

Calculation of Bonuses The STI bonus payments are calculated usinghibeeadescribed financial objective payout scale ather
criteria approved in the first quarter of the ybaithe Committee. After our internal audit persdriveve reviewed these determinations and
calculations, they are provided in writing to then@mittee for its review and approval.

The 2014 bonuses paid to our named executives cadrelated under a threstep process. In step one, the Committee deterntliiradve
had exceeded our target of operating cash flowneain average assets under 162(m) and therefarie,af@ur named executives qualified for
potential annual bonuses up to a fixed maximum arndefined as a percentage of the executive’s 3alaty. In step two, the Committee
calculated bonuses by measuring the Company’s npeaface against the corporate cash flow and revgaals described above under the
heading “— 2014 Performance Results.” In step thitee Committee authorized actual bonuses for aorad executives, which were
substantially lower than the maximum potential Bl

The actual amounts of the named executive offic44 bonuses were calculated as follows:

Discretionary

Earnec Adjustment fo
Target Bonu Company
Performanc Individual

Opportunity Performance
Named Office 1 X % (2) + ©] = Bonus®)
Glen F. Post, Il $1,650,00 96.8% $ 0 $1,597,20!
Karen A. Pucket 797,50( 96.£% 0 771,98(
R. Stewart Ewing, Ji 715,00( 96.8% 0 692,12(
Aamir Hussair 85,89: 96.8% 0 83,14«
Stacey W. Gof 572,97¢ 96.£% 57,29¢ 611,94:

(1) Determined in the manner reflected in the chathis Subsection under the head“— Shor-Term Incentive Bonuse— Genera”

(2) Calculated or determined as discussed above irstitisection und¢‘— 2014 Performance Resu”

(3) Determined based on achievement of individual perémce objectives as described further above s:Shbsectior

(4) These bonus amounts are reflected in the Suypn@ampensation Table appearing below under thenooltNon-Equity Incentive Plan
Compensatiol”

Committee Discretion As noted above, we exceeded our target for oR(m)pobjectives which set the maximum 2014 bonpsgsble
to each of our senior officers. The Committee n@ird the discretion, subject to certain limitsetiher increase or decrease the bonus amour
determined on the basis of actual performance ddordinancial and individual targets and objeetvNonetheless, the Committee elected ne
to apply discretionary adjustments for the 2014uahimcentive bonus payments to any our named ¢ixecofficers, other than the one above-
described adjustment for individual performance.

Under our annual bonus programs, the Committeean#yorize the payment of annual bonuses in castook. Since 2000, the
Committee has paid these bonuses entirely in gastgipally to diversify our compensation mix anepent us from over-utilizing equity
grants.

Recent Actionsin November 2014, the Committee approved an ineregkich became effective on January 1, 2015, toRMdst’s short-
term incentive percentage bonus from 150% to 17B%&s increase was the result of the Committee’sgaition of Mr. Post’s overall
leadership and performance demonstrated in 2014 and
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acknowledgment of his role in the execution of lbusiness strategy, as well as the Committee’s wesfecompensation benchmarking. See
further discussion under “— Use of ‘Benchmarkingit® — Performance Benchmarking” in Subsection I\é\Wweln connection with
establishing 2015 annual incentive bonus targe¢sCommittee made no other changes to our rema@xagutive officers’ bonus target
percentages; however, the amount of our execuffieers’ bonus targets incrementally increased wlithir base salary increases.

Non-Executive BonusesWe currently offer STI bonuses to all of our namen and non-sales employees and the STI thresh@idjets
and maximum financial performance targets for aur-genior officers are the same as the Committpeoaps for our senior officers. As
discussed in Subsection IV below under “— Our Consp¢éion Decision-Making Process,” the CEO apprakeperformance goals of
substantially all of the non-senior officers unther general supervision of the Compensation Coramitt

Long-Term Equity Incentive Compensation

General. Our shareholder-approved long-term incentive aamsption programs authorize the Compensation Cdeertid grant stock
options, restricted stock, restricted stock unitd @arious other stock-based incentives to keyqmersl. We believe stock incentive awards
(i) encourage key personnel to focus on sustainahtgterm performance, (ii) strengthen the relahip between compensation and growth ir
the market price of the Company’s Common Sharegtargby align management’s financial interestéwibse of the shareholders and
(iii) help attract and retain talented personnel.

Annual grants of stock awards to executives are&fly made during the first quarter after we palylirelease our earnings, although the
Committee may defer grants for a variety of reasomduding to request additional information ondact further reviews of management’s
performance. Grants of stock awards to newly-héneetcutive officers who are eligible to receive saarards are typically made at the next
regularly scheduled Committee meeting followingittinére date. We award our executives with a grepdetion of their total compensation in
the form of equity grants compared to more junificers.

In 2014, the Compensation Committee increased, 0% to 60%, the portion of our senior officergi¢gpterm equity incentive
compensation that is based on performance and |gagaly if we attain certain specified goals, thBr@lacing a greater portion of their
compensation at risk. The remaining portion of gemior officers’ long-term equity incentive compatisn is currently paid in time-vested
restricted stock, the value of which is dependenbvar performance over an extended vesting period.

In March 2015, we granted long-term equity incemttempensation awards to approximately 2% of owpleyees in the form of time-
vested restricted shares.

Performance Benchmarks On an annual basis, the Committee reviews tlevaekce of our performance benchmarks for alignmstht
our long-term strategic plan. In 2014, we keptghme two performance benchmarks, relative TSR bsdlate revenue, as we had for our
2013 performance-based restricted shares. Seefuitcussion under “— Overview of Pay Elements laindlage to Compensation
Philosophy and Objectives” in Subsection Il above.

An overview of oulTSR performance-based restricted sharegranted in 2014 is outlined below.

» Performance BenchmarlOur percentile rank versus the below-described@@pany industry peer group. See further discuassio
under“— Use of'Benchmarkin’ Data— Performance Benchmarki” in Subsection 1V below

» Performance Peric: January 1, 2014 through December 31, Z
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» Performance VestingThe ultimate number of TSR performance-basedictést shares that vest will be based on our total
shareholder return during the above-described pednce period relative to the total shareholderrredf the 29-company peer
group over the same period, as illustrated in alnetbelow

Relative Total Shareholder Rett

Payout as % «

Target
Performance Lev Compan’s Percentile Rar Award !
Maximum > 75™ Percentil 200%
Target 50t Percentil: 100%
Threshold 25t Percentils 50%
Below Thresholc < 25th Percentil: 0%

(1) Linear interpolation is used when our relaff@R performance is between the threshold, targehzaximum amounts to determine the
corresponding percentage of target award ea

An overview of ourabsolute revenue performance-based restricted shasgranted in 2014 is outlined below.

» Performance Benchmarkhe sum of an absolute revenue target over a4ear performance period which are separately
established by the Committee or its Subcommitteanduhe first quarter of the years 2014, 2015, 20#6. “Absolute revenue” is
defined as the sum of our consolidated legacy tmatkgic revenue, in each case defined in the saammer we reported such
amounts in our Annual Report on Form-K for the prior year

» Performance Peric: January 1, 2014 through December 31, 2

» Performance VestingThe ultimate number of our absolute revenue perémce-based restricted shares that vest will bedban
our achievement of the aggregate three-year alesmuenue target, as illustrated in the table beprewvided, however, none of our
absolute revenue performance-based restrictedshélferest unless we attain a 6% operating caslv innual return on average
assets during the performance period. Upon conapletf the fiscal year, if necessary, our actuakafieg results are adjusted in
accordance with the Committee’s long-standing dinde that are designed to eliminate the effecsxéfaordinary or nomecurring
transactions that were not known, anticipated angjfiable on the date the performance goals wstablished. The Committee
intends to use these same guidelines to adjusg@sssary, our actual revenues with respect taktbelute revenue performance-
based restricted shares awarded in 2

Absolute Revenu

Payout as % «

Target
Performance Lev Compan's Performanc! Award?
Maximum > 103.5Y% 200%
Target 100.0% 100%
Thresholc 96.5% 50%
Below Thresholc < 96.5% 0%

(1) Sum of absolute revenue actually attainedHentears 2014, 2015 and 2016 divided by the suab®blute revenue targets separately
established for each of the years 2014, 2015 aff..

(2) Linear interpolation is used when our absoteteenue performance is between the threshold,ttargemaximum amounts to determine
the corresponding percentage of target award ea

For additional information on the above-describeghts, see “Executive Compensation — Incentive Gamsgtion and Other Awards.”
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2014 Executive GrantsAt its February 2014 meeting, the Committee grdrquity awards to our senior officers on terngsian
amounts substantially similar to the awards gratagtiem in 2013. The Committee did, however,r(gréase the targeted aggregate grant dat
fair value of Mr. Post’s and Mr. Goff's awards frc&6,600,000 to $7,500,000 and from $1,200,000 t@26§1,000, respectively, and
(ii) increased the portion of each senior offisegfuity awards subject to performance conditioos50% in 2013 to 60% in 2014. Effective
early November 2014, the Committee granted an yaqward to Mr. Hussain with a grant date fair vatfi€2,500,000, which the Committee
determined was necessary to match prevailing lefalscentive compensation and to reflect Mr. Hussaequity forfeitures at his previous
employer.

During 2014, the Committee granted to our nameider§ the following number of (i) restricted shatiest will vest over a three-year
period principally in exchange for continued seevfttime-vested restricted shares”), (ii) perforroaibased restricted shares that will vest in
2017 based on our relative total shareholder rethn“TSR performance-based restricted sharesf)(&ih performancedased restricted shal
that will vest in 2017 principally based on oumatment of absolute revenue targets over the tyeaeperformance period (the “absolute
revenue performance-based restricted shares”):

Performanc-Based Restricted Shar

No. of
Absolute
No. of TSR Revenue
Time-Vested Restricted Performance- Performance-
Shares Based Based
No. of Restricted Restricted Fair Total Fair
Named Office Shares Fair Value® Shares(?) Shares(® Value®) Value(®)
Glen F. Post, Il 103,61:  $3,000,00! 77,70¢ 77,71C  $4,500,000 $7,500,00!
Karen A. Pucket 31,54¢ 913,50( 23,66: 23,66: 1,370,25! 2,283,75!
R. Stewart Ewing, Ji 21,55 624,00( 16,16: 16,16¢ 936,00( 1,560,00!
Aamir Hussair 63,06¢ 2,500,001 — — — 2,500,001
Stacey W. Gof 17,40¢ 504,00( 13,05¢ 13,05¢ 756,00( 1,260,00!

(1) For purposes of this chart, we determine biotletvested and performance-based restricted shgréiwiding the total fair value granted
to the executive by the volume-weighted averagsintpprice of our Common Shares over a 15-tradaygpriod ending five trading
days prior to the grant date. In the Summary Corsgiton Table, however, our 2014 grants of timeaeksestricted stock are valued
based on the closing stock price of our Commoné&&han the day of grant, and our 2014 grants obpadncebased restricted shares
valued as of the grant date based on probable mgion each case in accordance with SEC discloale®. See footnote 1 to the
Summary Compensation Table for more informat

(2) Based on the number of restricted shares gtant2014. As discussed further below, the actuatlmer of shares that vests in the future
may be lower or highe

Types of Awards We strive to pay equity compensation in formg traate appropriate incentives to optimize pergéomoe at 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 incentigffered 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 prevalent use of restrictetlsby our peer:
» the Committe’s desire to minimize the dilution associated witlh awards, an

» the retentive value of restricted stock under vagynarket conditions

In an effort to increase the link between our perfance and executive compensation, since 201@ ahamittee has issued at least half
of the value of our senior officers’ long-term adsin the form of
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performance-based restricted stock, with the reistgoin the form of time-vested restricted stock.described further above, the number of
performance-based restricted shares that ultimatsyis dependent solely upon our relative tdiatsholder returns for the awards made
between 2010 and 2012, and is dependent upon bottelative total shareholder returns and our mt&int of certain absolute performance
targets for awards made in 2013 and 2014.

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 performancegas negative and our intent to comply
with Section 162(m) of the Internal Revenue Coditf wespect to certain aspects our executive cosgiam, see “Executive Compensation —
Incentive Compensation and Other Awards.”

Dividends. Since 2011, all dividends paid with respect &ineted stock awards have been payable to thpiestionly upon the vesting
of the award.

Recent ActionsAt its February 2015 meeting, the Committee graetgaity awards to our senior officers on terms iargmounts
substantially similar to the awards granted to the@014. The Committee did, however, increasddhgeted aggregate grant date fair value c
Mr. Post's award from $7,500,000 to $8,500,000sTihérease was the result of the Committee’s reiiogrof Mr. Post’s overall leadership
and performance demonstrated in 2014 and acknowledfof his role in the execution of our busindsstegy, as well as the Committee’s
review of compensation benchmarking. See furtherudision under “— Use of ‘Benchmarking’ Data — Berfance Benchmarking” in
Subsection IV below.

Other Benefits

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

Retirement Plans We maintain one or more traditional qualifiedidedl benefit retirement plans for most of our ergpls who meet
certain eligibility requirements, plus one or maitional 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 pais provided in the tables and accompanying d&ou included below under the heading
“Executive Compensation.”

Change of Control ArrangementsWe have agreed to provide cash and other sevetmmefits to each of our executive officers who is
terminated under certain specified circumstancheviing a change of control of CenturyLink. If tggred, benefits under these change of
control agreements include payment of (i) a lumm sash severance payment equal to a multiple abffieer’'s annual cash compensation,
(ii) the officer’'s annual bonus, based on actuafggeiance and the portion of the year served, ¢@ftain welfare benefits are continued for a
limited period, and (iv) the value or benefit ofydangterm equity incentive compensation, if and to thieet that the exercisability, vesting
payment thereof is accelerated or otherwise enltmgen a change of control pursuant to the ternagfapplicable long-term equity
incentive compensation plan or agreement.

Under these agreements, change of control bereétpayable to our executive officers if withineatain specified period following a
change in control (referred to as the “protecteribplé) the officer is terminated without cause esigns with “good reason,” which is defined
to include a diminution of responsibilities, anigasent of inappropriate duties, and a transfehefofficer exceeding 50 miles. We have filed
with the SEC copies of our change of control agesesh
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The table below shows (i) the length of the “prieeloperiod” 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
agreements and related policies:

Multiple of Years of

Protected Annual Cash Welfare

Period Compensatio Benefits

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

Effective January 1, 2011, we restructured thesegh of control agreements to reduce the benefjtalpe thereunder, to eliminate tax
“gross-up” provisions, to eliminate “modified siedrrigger” provisions, and to narrow the rightsesécutives to make claims for severance
benefits.

For more information on change of control arrangetsiapplicable to our executives, including ouiorale for providing these benefits,
see “Executive Compensation — Potential Terminaflagments — Payments Made Upon a Change of Cdrfi@l.information on change of
control severance benefits payable to our junificefs and managers, see “— Severance Benefits'eiditely below.

Severance Benefitsin August 2012, the Compensation Committee adbateexecutive severance plan that provides sesetzenefits
to our senior officers and other specified key eayieés. 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 senior officer, payablely if the senior officer is involuntarily termated by us without cause in the absence of
change of control. Payments to senior officers teated in connection with a change of control agasately governed by the change of
control arrangements discussed immediately abodenthe heading “— Change of Control Arrangements.”

Under our executive severance plan, subject taiceconditions and exclusions, more junior officersnanagers receive certain
specified cash payments and other benefits if &reyeither (i) involuntarily terminated without c&uin the absence of a change of control or
(ii) involuntarily terminated without cause or r@siwith good reason in connection with a changeootrol. Our full-time non-union
employees not covered by our executive severarcemhy, subject to certain conditions, be entittedertain specified cash severance in
connection with certain qualifying terminations.

In 2012, we adopted a policy requiring us to sdelkceholder approval of any future senior executarserance agreements providing for
cash payments, perquisites and accelerated healiblfare benefits with a value greater than 2i8f$ the sum of the executive’s base salary
plus target bonus.

Perquisites. Officers are entitled to be reimbursed for thet@s an annual physical examination, plus relatadel 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. Each year the Compensaoioimittee receives a report on the
personal use of aircraft by senior managementdetetmines whether or not to alter our aircrafgaspolicy. In connection with its recent
election to retain this policy, the Committee detered that the policy was (i) providing valuabledarost-effective benefits to our executives
residing in a small city with limited commerciatlaie service, (ii) enabling our executives to &b a manner that we believe is more
expeditious than commercial airline service, aiiyiifeing implemented responsibly by the executives
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For purposes of valuing and reporting the use ofadneraft, we determine the incremental cost ofraift usage on an hourly basis,
calculated in accordance with applicable guideliofethe SEC. The incremental cost of this usagéchvimay be substantially different than -
cost as determined under alternative calculatiothaumlogies, is reported in the Summary Compensatable appearing below.

On behalf of our executive officers, we pay premsumn their respective supplemental life insurargiies in amounts sufficient to
provide the same death benefits available undelggessor agreements, and permit each executieeioffi purchase additional pastiremen
coverage at their cost.

From time to time, we have organized one of ouulagboard meetings and related committee meetings“board retreat” scheduled
over a two- or three-day period. These retreatsygieally held in an area where we conduct operetj and include site visits that enable our
directors and senior officers to meet with locaispanel. The spouses of our directors and execuffieers are invited to attend these retreats
and we typically schedule recreational activitiesthose who are able and willing to participate.

For more information on the items under this hegdé®e the Summary Compensation Table appearinog/bel

Other Employee BenefitsWe maintain certain broad-based employee welfarefit plans in which the executive officers aeagrally
permitted to participate on terms that are eitlistantially similar to those provided to all otlparticipants or which provide our executives
with enhanced benefits upon their death or diggbMe also maintain a supplemental disability pd@signed to ensure disability payments to
our officers in the event payments are unavailédole our disability insurer.

IV. Our Policies, Processes and Guidelines Relateéd Executive Compensation
Our Compensation Decision-Making Process

As described further below, the Compensation Cotemivf our Board establishes, evaluates and maritar executive compensation
programs, subject to the Board’s oversight. Thepemsation decision-making process includes inmumh fthe Committee’s compensation
consultant, our CEO and management, and requitaseful balancing of a wide range of factors, whiatude, but are not limited to, the
following:

Compensation Decisio-Making Considerations Input From
Structure and Elements of Pay Progra

The competitive compensation practices of peer coni@s Consultan
Performance of our Company in relation to our paacs our internal goa Managemen
The financial impact and risk characteristics of compensation progran Consultant and CE!
The strategic and financial imperatives of our besg CEO

Setting Competitive Compensation Pay Le

Market data regarding the officer’s base salargrtsterm incentive target, long-term incentive &trgnd total Consultant
target compensation paid to comparable executitvpsex companies reflected in the benchmarking

The officer’s scope of responsibility, industry exignce, particular set of skills, vulnerabilityjad solicitations  Consultant and CEO
from competitors and anticipated degree of diffigwlf replacing the officer with someone of compdea
experience and ski

The office’s pay and performance relative to other officeis employee: CEO
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Compensation Decisio-Making Considerations Input From
The officer's demonstrated leadership charactesgstbility to act as a growth agent within the pamy and CEO
ability to think strategicall
Internal equity issues that could impact cohesieamwork or the overall viability of the executigmup CEO
The potential of these senior officers to assurffergint, additional or greater responsibilitieshe future CEO

The officer’s realized compensation in recent yeaud, to a limited degree, his or her accumulatedithr under CEO and Manageme
our program

The role these senior officers play in achieving @perational and strategic go. CEO

Pay for Performanc

Performance of our Company in relation to our peais our key performance objectives (operating flash Consultant, CEO and
core revenue and total shareholder ret Managemen
The business performance under the of's leadership and scope of responsib CEO

The officer’s overall performance is assessed basaddividual results, the role the officer plagsnaintaining CEO and Manageme
a cohesive management team and improving the peafuce of others, and the officer’s relative strbagind
weaknesses compared to the other senior off

The role the officer may have played in any re@xtitaordinary corporate achieveme CEO and Manageme

For additional information on the compensation sieci-making process of the Committee, see the m@ntadiscussion in this
Subsection appearing below.

Role of Compensation Committedhe Compensation Committee of our Board estaddisbvaluates and monitors our executive
compensation programs, subject to the Board’s gylersSpecifically, the Committee (or, for certaiecisions prior to mid-2014, a
subcommittee thereof) approves:

» the compensation payable to each executive offaewell as any other senior offic

» for our short-term incentive and performancedahrestricted shares (i) the performance objesti#@ the “minimum,” “target” and
“maximum” threshold levels of performance, (iiietlveighting of the performance objectives, (iv) &meount of bonus payable and
shares to vest if the target level of performamscattained and (v) the finally determined amourthefbonus payment

» the peer group for compensation benchmarking amgéer group for performance benchmarking;
» delegation of authority to the CEO for awards afiggto our nor-senior officers

The Compensation Committee also establishes, ingrig&snadministers and monitors our director cashegpuity compensation
programs. For more information, see “Director Congadion.”

Role of Compensation ConsultantsThe Committee engages the services of a compensainsultant to assist in the design and review
of executive compensation programs, to determingetidr the Committee’s philosophy and practiceseasonable and compatible with
prevailing practices, and to provide guidance @i compensation levels based on industry tremdspractices.

The Committee has used Hay Group as its compensatitsultant since September 2010. Throughout 2@pdesentatives of Hay
Group actively participated in the design and depelent of our executive compensation programs agtetided all of the Committee’s
meetings. Hay Group provides no other services to
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the Company, and, to our knowledge, has no priatiomship with any of our named executive officeks required by SEC rules and New
York Stock Exchange listing standards, the Committas assessed the independence of Hay Group acldaed that its work has not raised
any conflicts of interest.

Role of CEO and ManagementAlthough the Compensation Committee is respoaditn all executive compensation decisions, each
year it receives the CE's recommendations, particularly with respect twigeofficers’ salaries and performance in the keyas outlined
above in “— Our Compensation Decision-Making Preces

Senior OfficersThe CEO and the executive management team, in itatisn with the Compensation Committee’s compeangat
consultant, recommend to the Committee busineds gméae used in establishing incentive compensatgrformance targets and awards for
our senior officers. In addition, our Executive ¥ieresident, Human Resources, works closely walCthmmittee and its compensation
consultant to ensure that the Committee is providighd appropriate information to discharge its @sgibilities.

Non-Senior OfficersThe Committee oversees our processes and receivemaal report from the CEO on the compensatiognams
for our non-senior officers. The CEO, in consuttatwith the executive management team, is resplen&ibapproval of:

» any annual salary increases, typically refetceds merit increases, and an annual evaluatitimeaiarket competitiveness of our
salary structure

» any earned annual bonus and sales payout percentagetotal bonus payments for our -senior officers

» all equity compensation awards to the non-genfiicers, acting under authority delegated by @wmpensation Committee in
accordance with our shareholder approved-term incentive plans; ar

« individual compensation levels for all of our vigeesidents

Tally SheetsEach year, we compile lists of compensation dd#ding to each of our executives. These “tally ssieclude the
executive’s salary, annual cash incentive awarditgdpased compensation, perquisites, pension benefiials and other compensation. T
tally sheets also contain performance highlightsesults and behaviors for each of our executiVhe. Compensation Committee uses these
tally sheets to (i) review the total annual com@eios of the executive officers, (ii) assess theceive officers’ performance and (iii) assure
that the Committee has a comprehensive undersiguofiall elements of our compensation programs.

Risk AssessmentAs part of its duties, the Compensation Commistegesses risks arising out of our employee corafiengolicies an
practices. Based on its most recent assessmer@othenittee does not believe that the risks arifiogn our compensation policies and
practices are reasonably likely to materially adedr affect us. In reaching this determination,hage taken into account the risk exposures 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

» our use of a diverse mix of performance mettied create incentives for management to attaasgoell aligned with the
shareholde’ interests

« the multi-year vesting of equity awards, whrhmotes focus on our long-term performance andyaiés the risk of undue focus
on our sho-term results

» “clawbacl’ policies and award caps that provide safeguardsstgaappropriate behavior, a

» bonus arrangements that generally permit ettheeCommittee (for compensation payable to sevffizers) or senior management
(for compensation payable to other key employaes)ercise “negative discretion” to reduce the amofi certain incentive
awards.
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We believe these features, as well as the stocleship requirements for our executive officersulteig a compensation program that
aligns our executives’ interests with those of shareholders and does not promote excessive l#hkgtan the part of our executives or other
employees.

Use of “Benchmarking” Data

General. With assistance from its compensation consultaetQommittee reviews each year “peer groups” oéiotiompanies
comparable to CenturyLink for purposes of assessimgomparative compensation and performance. éerglly endeavor to perform this
analysis in the second half of each year in ordensure they remain well-suited for its intendatppses and uses during the upcoming year.

Compensation BenchmarkingThe Compensation Committee, based on input fromoitspensation consultant, adopted the following
peer groups in support of pay decisions for ouiasefficers in 2014 in order to benchmark compéioselevels for our executives against
individuals who work in similarly-situated positismt companies that are comparable to ours basezl’fenue size, market cap, industry and
business model:

* general survey data compiled by the compensatosultant containing compensation informatiooudta broad range of public
companies generally similar in size to us,

» compensation data publicly disclosed by compamielsided within the 1-company peer group belo

Peer Group for Compensation Benchmarking

Cablevision Systems Corporati NIl Holdings, Inc.

Charter Communications, In QUALCOMM Incorporatec
Comcast Corporatio Sprint Corporatiot
DIRECTV Time Warner Cable Inc
DISH Network Corporatiol Viacom Inc.

Level 3 Communications, In Windstream Holdings, Inc

Motorola Solutions, Inc

In selecting these 13 peer companies, the Comnidteesed principally on telecom, cable and othenmmnications companies that are
generally comparable to us in terms of size, markatd operations. For purposes of 2014 compensdgicisions, the Committee elected to
replace one other telecommunication company (Feontvith another (Windstream) and to replace Lip&tobal with Level 3
Communications. It also once again elected natdtude Verizon or AT&T, both of which are substafiyi larger than us, or any other
telecommunication companies, all of which were thebstantially smaller than us.

For additional information about how we set payelsysee “— Our Compensation Decision-Making Pretes
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Performance Benchmarking With the aid of its compensation consultant, @menmittee reviewed the broad industry peer groapith
introduced in 2013, which is focused principallytefecom, cable and other communications compdh#&sare generally comparable to us in
terms of size, markets and operations, and apprihesdelow 29-member peer group for 2014 performdranchmarking. The peer group for
compensation benchmarking is constrained by thebeumf companies with similar revenue and markptsiae; whereas, the peer group for
performance benchmarking is comprised of compam&believe investors are considering when theyd#ewaihether to invest in us or our
industry.

Peer Group for Performance Benchmarking

AT&T Inc. LodgeNet Interactive Corporatic
Cablevision Systems Corporatio Motorola Solutions, Inc.

Ciena Corporatiol Multiband Corporatiot
Cincinnati Bell Inc. NIl Holdings, Inc.*

Cogent Communications Group, It Sirius XM Radio Inc

Comcast Corporation Sprint Corporation’
Consolidated Communications Holdings, | Telephone and Data Systems, |
Crown Castle International Cor TW Telecom Inc

DISH Network Corporation: United States Cellular Col
Finisar Corporatiol USA Mobility, Inc.

General Communication, In Verizon Communications In
IDT Corporation Viacom Inc.*

JDS Uniphase Corporatic Virgin Media Inc.

Level 3 Communications, In Windstream Corporation

Liberty Global, Inc.

* Also included in the Committ’s abov-listed 1:-company peer group used for 2014 compensation bearging.

The Committee awarded 60% of the 2014 grant vawrit senior officers in performanbased restricted shares, of which half of the
30% of 2014 grant value, is based our three-ydative total shareholder return compared to thahef29-company industry peer group
described above. For additional information on penformance-based restricted shares, see “— LongrEguity Incentive Compensation.”

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 terminatof employment they engage in activ
contrary or harmful to our interests. The CompdosaCommittee is authorized to waive these forfeifprovisions 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 2015 Executive Offic&kort-Term Incentive Plan, which will be voted ugdrithe meeting, contains substantially
similar forfeiture provisions.

Our Corporate Governance Guidelines authorize therdBto recover, or “clawback,” compensation frameaecutive officer if the Board
determines that any bonus, incentive payment, yquwrard or other compensation received by the dikecwas based on any financial or
operating result that was impacted by the execistimgowing or intentional fraudulent or illegal aturct. Certain provisions of the Sarbanes-
Oxley Act of 2002 would require our CEO and CFQeimburse us for incentive compensation paid atitigaprofits earned following the
release of financial statements that are subselguestated due to material noncompliance with $&gorting requirements caused by
misconduct. In addition, provisions of the Doidink Wall Street Reform and Consumer ProtectionoA010, which are expected to becc
effective upon the completion of
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related rulemaking, will require all of our curremtformer executive officers to make similar reumdement payments in connection with
certain financial statement restatements, irrespeof whether such executives were involved whith mnistake that caused the restatement.

Stock Ownership Guidelines

Under our current stock ownership guidelines, owcative officers are required to beneficially o@anturyLink stock in market value
equal to a multiple of their annual salary, asioatl in the table below, and each outside diretiost beneficially own CenturyLink stock
equal in market value to five times the annual cashiner payable to outside directors. Each exexwofficer and outside director has three
five years, respectively, to attain these targets.

Stock
Ownership
Executive Office Stock Ownership Guideline Guidelines
CEO 6 times base sala $6.6 million®)
All Other Executive Officer: 3 times base sala $1.5 million®
Outside Director: 5 times annual cash retair $325,00C

(1) Stock ownership guidelines based on annual sataof Becember 31, 201
(2) Average stock ownership guidelines for all othez@nive officers based on respective annual salsigf December 31, 20:

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.

As of the record date for the meeting, all of officers and all but two of our directors were imggliance with, and in most cases
significantly exceeded, our stock ownership guitkdi For additional information on our stock owh@guidelines, see “Governance
Guidelines.”

Use of Employment Agreements

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

Tax Gross-ups

We eliminated the use of tax “gross-up” benefitsim executives’ change of control agreements aliddollar insurance policies in
2010, and in our outside directors’ executive ptgisprogram in early 2012. We continue to provitkese tax benefits to a limited number of
our officers under legacy employment agreementsateaexpected to lapse over the next couple akyaad to all of our employees who
qualify for relocation benefits under our broaddshselocation policy. Subject to these limited gtmmns, we do not intend to provide tax
gross-up benefits in any new compensation programs.

Anti-Hedging and Anti-Pledging Policies
Under our insider trading policy, our employees dindctors may not:

e purchase or sell sh-term options with respect to CenturyLink sha
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* engage ir‘short sale” of CenturyLink shares, ¢

* engage in hedging transactions involving Ceyttimk shares which allow employees to fix the vatig¢heir 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 astahl.

We believe that all of our senior officers and diogs are currently in compliance with our anti-gied) and anti-pledging policies.

Deductibility of Executive Compensation

Section 162(m) of the Internal Revenue Code (thed&) limits the amount of compensation paid to 6&O and our other three most
highly compensated executive officers, other than@FO, that may be deducted by us for federalnmetax purposes in any fiscal year to
$1,000,000. “Performance-based” compensation tmbleen approved by our shareholders and othesafiséies the performance-based
requirements under Section 162(m) of the Code tisuloject to the Code’s $1,000,000 deduction likvhile the Compensation Committee
believes that it is important for compensation gaiduch covered employees to be tax deductibleruhe Code, the Compensation Commi
also recognizes the need to retain flexibility tak® compensation decisions, in the exercise diliséness judgment, that may not meet the
standards of Section 162(m) in order to enabl® ushtinue to attract, retain, reward and motivaghly-qualified executives. Section 162(m)
is highly technical and complex, so that even wiverseek favorable tax treatment thereunder, weatassure you that our tax position will
prevail.

Impact of FASB ASC Topic 718

The accounting standards applicable to the varfiauss of long-term incentive plans under Finanéiatounting Standards Board
(FASB) Accounting Standards Codification (ASC) Topil8 (formerly FASB Statement 123R) constitute farméor that we consider in the
design of long-term equity incentive programs. Wanitor FASB ASC Topic 718 expense to ensure thatriéasonable, but expense will not
be the most important factor in making decisionsuatour long-term incentive plans.

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 Annugldreon Form 10-K for the year ended
December 31, 2014.

Submitted by the Compensation Committee of thedBafdDirectors.

Laurie A. Siegel (Chair Virginia Boulet
Gregory J. McCray’ William A. Owen:

* Mr. McCray replaced Harvey P. Perry as a Commitieember effective August 19, 20
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EXECUTIVE COMPENSATION

Overview

The following table sets forth certain informati@garding 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 Principal Stock Incentive Plan Pension All Other

Position Year Salary Bonus Awards (1) Compensation(@ Value @) Compensation® Total
Glen F. Post, llI 201¢  $1,100,00¢ $ o= $9,581,22° $ 1,597,201 $74553! % 107,48t $13,131,44
Chief Executive Officer and 201z 1,100,001 — 6,086,44 1,683,001 — 123,80: 8,993,24
President 201z 1,047,601 — 5,157,04 1,767,83 649,15t 103,39: 8,725,041
Karen A. Puckett 201¢ 725,00( — 2,917,47! 771,98( 483,64! 59,91( 4,958,01(
President, Global Markets 201z 725,00( — 2,106,06 854,12: — 53,84¢ 3,739,02!
201z 684,56. — 2,250,33. 1,015,83 411,82. 42,83¢ 4,405,39.
= ;t:(‘;"firtf‘\'/"!gg F)Jrgs.dent cher 201 650,00( — 1,992,89. 692,12( 462,79 44,71C 3,842,552
Xecutv | | 5 I - . .
Eimamakl Oficer s AssisEm 201: 650,00( — 1,438,62: 729,30( — 55,76¢ 2,873,69.
Secretary 201z 616,10! — 1,744,03 914,69t 415,85! 38,59¢ 3,729,28!
Stfécey V:/ G:)/ff bresident. Chief 201¢ 520,89( — 1,609,65 611,94 339,05: 45,60( 3,127,14:
Xecutive Vvice President, e - - ,
Administrative Officer, General 201z 500,00( — 1,106,63 561,00 — 37,527 2,205,15:
Counsel and Secreta 201z 450,09¢ — 1,293,96 526,33t 220,26: 15,96t 2,506,62!
Aamir Hussair®) 201¢ 85,89: 100,00((®) 2,486,65 83,1447 — 344,94¢ 3,100,63-

Executive Vice President, Chief
Technology Office

(1) The amounts shown in this column reflect thievialue of awards of restricted stock made inyea@l14, 2013 and 2012 in connection
with our program of making annual long-term inceattompensation grants. The fair value of the asvardsented in the table above ha
been determined in accordance with FASB ASC Tofi&: For purposes of this table, in accordance $EK disclosure rules we
determined the fair value of shares

» time-vested restricted stock using the closiading price of our Common Shares on the day affigfor, in 2012, the business day
immediately preceding the date of grant, which ewésliday);

» relative performance-based restricted stoclkdédimed below) granted during each year indicatedf the grant date based on
probable outcomes using Monte Carlo simulationd,;

» absolute performance-based restricted stoclléfised below) granted during 2013 and 2014 basegrobable outcomes (subject
to future adjustments based upon changes in tlstngldrading price of our Common Shares at theadrghch reporting period

The aggregate value of the restricted stock awgmraisted to these named executives in 2014, bas#tearant date closing trading price
of our Common Shares and assuming maximum paydisafr her performance-based restricted sharegldvie as follows: Mr. Post,
$12,897,591, Ms. Puckett, $3,927,313, Mr. Ewing682,700, Mr. Goff, $2,166,823 and Mr. Hussain488,653. See Note 8 titled
“Share-based
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(2)

3)

(4)

(5)
(6)
(7)

Compensation” of the notes to our audited finanstialements included #ppendix Bor an explanation of material assumptions that we
used to calculate the fair value of these stockrdsva

The amounts shown in this column reflect (§fc@ayments made under our annual incentive bdaus for actual performance in the
respective years (which are described further ufidemcentive Compensation and Other Awards — 28%ards”) and (ii) the final
installment of Ms. Puckett’'s, Mr. Ewing’s and Mrofbs August 2010 deferred cash award (which ascdbed further under
“Compensation Discussion and Analy— Qwest Retention Grar” in our 2014 proxy statemen

Reflects the net change during each of thesyestected in the present value of the named axexsi accumulated benefits under the
defined benefit plans discussed under “— PensioreBs.” Each of our named executives experienagghtive changes in the value of
their pensions in 2013 (primarily due to increasethe discount rates used to value pension ligdsl. The present value of the
accumulated benefits under these pension plansatesn during 2013 by $125,605 for Mr. Post, $195{64Ms. Puckett, $91,118 for
Mr. Ewing, and $118,903 for Mr. Goff. SEC rulestdie that such decreases be treated as a $0 Cinahgesion Value for purposes of
calculating total compensatic

The amounts shown in this column are comprafed reimbursements for the cost of an annualsitgl examination, (i) personal use of
our aircraft, (iii) contributions or other allocatis to our defined contribution plans and (iv) feimsements of the cost of relocating one
of our named executives and his family from Eurtapthe site of our headquarters office, includinthaut limitation residential closing
costs, travel costs, moving expenses, loss ondfleeo$ a vehicle and lease termination penaltiggr@gating to $324,903), plus related
tax-gross up payments of $20,042, in each case fooarmhalf of the named executives as follc

Physica Aircraft Contribution: Relocatiol
Name Year Exam Use to Plans Costs Total
Mr. Post 201¢ $ 2,831 $ 7,50( $ 97,15¢ $ = $107,48t
201: 4,02¢ 17,92( 101,85! — 123,80:
201z 2,62( 15,34: 85,43( — 103,39:
Ms. Pucket 201¢ 2,93¢ 1,70¢ 55,26¢ — 59,91(
201z — — 53,84 — 53,84
201z — — 42,83¢ — 42,83¢
Mr. Ewing 201¢ — — 44,71( — 44,71(
201z — 7,40( 48,36¢ — 55,76¢
201z — — 38,59 — 38,59¢
Mr. Goff 201¢ — 7,75¢ 37,84. — 45,60(
201z — 9,51( 28,01° — 37,527
201z — 1,194 14,77: — 15,96¢
Mr. Hussair 201¢ — — — 344,94} 344,94}

In accordance with applicable SEC and accountifesruve have not reflected the accrual or paymedividends relating to unvested
restricted stock as compensation in the Summarypg@osation Table. In addition, the amounts showthénSummary Compensation
Table do not reflect any benefits associated wattigpating in recreational activities scheduledidg board retreats. For additional
information, see “Compensation Discussion and Asialy— Our Compensation Program Objectives and Coemts of Pay — Other
Benefits — Perquisites.”

Mr. Hussain commenced employment with us on Oct@Be2014

Mr. Hussain received a cash signing bonus of $0W&3 part of his negotiated employment pack

Mr. Hussair's annual incentive bonus with respect to 2014 wasaped based on the number of months worked d@@ig.

Incentive Compensation and Other Awards

2014 Awards The table and discussion below summarize:

» the range of potential cash payouts under gkam incentive bonus awards that were granteétt @amed officer on the dates
indicated below with respect to performance duéifg4, anc
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» grants of long-term compensation awarded th eaned officer on the dates indicated below, atingj of (i) the number of shares
of time-vested restricted stock awarded, (ii) tiege of potential share payouts under relativeop@idnce-based restricted stock
awards and (iii) the range of potential share p&syander absolute performanbased restricted stock awards, which for purpog
the table below are referred to as the time-veateatds, the relative performance awards and thalatbsperformance awards,

respectively
Grants of Plan-Based Awards
All other
Range of Payouts Under 2014 N¢ Estimated Future Share Payouts Unde Stock Grant Date
Equity Incentive Plan Awards (2 Equity Incentive Plan Awards ©) Awards:  Fair Value
Unvested of Stock

Type of Award Threshold  Target Maximum  Threshold  Target Maximum  Shares  Awards ($)

Name and Grant Date @ ($) ($) ($) #) (#) (#) (#) @ (5)
Glen F. Post, llI Annual Bonus $825,00( $1,650,001 $3,300,00! — — = — $ =
Time-Vested Awarc — — — — — — 103,61: 3,253,38!
Relative Performance Awa — — —  38,85¢ 77,70¢ 155,41¢ — 3,252,08!
Absolute Performance Awe — — — 38,85t 77,71( 155,42( — 3,075,76:
Karen A. Pucket Annual Bonus 398, 75( 797,500 1,595,501 — — — — —
Time-Vested Awarc — — — — — —  31,54¢ 990,63¢
Relative Performance Awa — — — 11,831 23,66: 47,32¢ — 990,25!
Absolute Performance Awe — — — 11,83: 23,66 47,32¢ — 936,58:
R. Stewart Ewing, J Annual Bonus 357,50( 715,000 1,430,001 — — — — —
Time-Vested Awarc — — — — — — 21,55 676,70:
Relative Performance Awa — — — 8,08 16,16: 32,32¢ — 676,42.
Absolute Performance Awe — — — 8,08 16,16+ 32,32¢ — 639,77:
Stacey W. Gof Annual Bonus 286,49( 572,97¢ 1,145,95! — — — — —
Time-Vested Awarc — — — — — — 17,40¢ 546,54¢
Relative Performance Awa — — — 6,52¢ 13,05¢ 26,11( — 546,35:
Absolute Performance Awe — — — 6,52¢ 13,05¢ 26,11: — 516,75t
Aamir Hussair®) Annual Bonus 42,94¢ 85,89: 171,78 — — — — —
Time-Vested Awarc — — — — — — 63,06¢ 2,486,65:

(1) Each of these awards was granted on Februarg2@! with respect to each named officer othem thamir Hussain. Mr. Hussain’s short-
term incentive bonus award was granted effectiviolr 27, 2014, and his time-vested equity awarsl gvanted effective November 7,
2014.

(2) These columns provide information on the pa&tiionus payouts approved with respect to 201#bpaance. For information on the
actual amounts paid based on 2014 performanceiarisee the column of the Summary CompensatioteTabeled “Non-Equity
Incentive Plan Compensation.” As described furtiexein, the failure to meet the “threshold” leveperformance would result in no
annual bonus paymer

(3) Represents the relative performance awards andusgerformance awards granted on February 204 ggach named executive ot
than Mr. Hussain, as described in greater detéivine

(4) Represents the tir-vested awards granted in 2014 to each named exegca$i described in greater detail bel

(5) Calculated in accordance with FASB ASC Topic 718&immanner described in note 1 to the Summary @osgiion Table abov

(6) Mr. Hussain did not receive during 2014 a relapeeformance award or an absolute performance a

Terms of 2014 Restricted Stock Awardd$e restricted stock issued to our executive office 2014 consisted of awards of:
» time-vested restricted stot

» performance-based restricted stock, the ulempatyout of which will be based on our total shaléér return relative to the peer
group referred to belov“relative performanc-based restricted stc”)
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» performance-based restricted stock, the ulénpatyout of which will be based on our attainmdrihe absolute financial goals
described below (“absolute performance-based o#stiristock” and, collectively with the relative fiemance-based restricted
stock, the* performanc-based restricted stc”).

Vesting.For each named officer other than Mr. Hussainstiees of time-vested restricted stock awarde®1m 2vill vest in three equal
installments on February 20 of 2015, 2016 and 28af@ject to the named officer’s continued employnwéth us. The shares of time-vested
restricted stock awarded on November 7, 2014 toHMssain will vest in three equal installments avéimber 7 of 2015, 2016 and 2017,
subject to his continued employment with us.

For each named officer other than Mr. Hussainy @14 performance-based restricted shares wiiestito their continued
employment, vest on February 20, 2017, but onlynugtitaining the performance goals specified beldtl vespect to the period between
January 1, 2014 and December 31, 2016 (the “pednce period”).

In addition to the vesting described above, athefe time-vested restricted shares and perforrzased restricted shares awarded in
2014 also vest upon the death or disability ofrtamed officer, and some or all of these sharesundgr certain circumstances vest or remain
subject to future vesting upon the retirement efritamed 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 2014 time-vested regdcthares will vest and the performance
based restricted shares will remain subject torfutsting, all as described in greater detailwaloder “— Potential Termination Payments.”
Except as otherwise noted below under “— Outstanéiwards”, the vesting terms for our outstandingtrieted stock granted in earlier years
is the same as noted above.

Shares Issuable Under Performance-Based Restricdaick.In the preceding “Grants of Plan-Based Awards”datile number of
performance-based restricted shares listed undétahget” column for each named executive offioérer than Mr. Hussain represents the
number of shares actually granted to that offibat will vest if we perform at the targeted perfame level. Generally speaking, the actual
number of shares of performance-based restrictet shat will vest will depend upon whether ouratele and absolute performance over the
performance period is less than, equal to or ntwae the relative and absolute targets establispedebSubcommittee in connection with
granting these awards.

All of the relative performance-based restrictaatktwill vest if we perform at the “target” perfoamce level, which is attaining total
shareholder return over the three-year performaeded equal to the S0percentile of the total shareholder return of thepanies in a 29-
company industry peer group for the same threeqyedod. Each named executive officer will recesvgreater or lesser number of shares of
relative performance-based restricted stock depgnuin our actual total shareholder return in refatd that of the 29 peer companies, as
discussed further under “Compensation Discussiohfaralysis — Our Compensation Program Objectivas@omponents of Pay — Long-
Term Equity Incentive Compensation.”

None of the shares of absolute performalpased restricted stock will vest unless we atthlaast a 6% operating cash flow annual re
on average assets during the performance periace tfo, all of the absolute performance-basedicesstr stock will vest if we attain the
“target” amount of our consolidated legacy andtsggiz revenue (as defined in our Annual Report omT10-K for the year ended
December 31, 2014) over the three-year performpaded. This target amount of such revenue overttiee-year period will equal the sum
of (i) the amounts of targeted legacy and strategienue for 2014 and 2015 as determined by thed®ulmittee or Committee in early 2014
and 2015, respectively, and (i) the amount ofeted legacy and strategic revenue for 2016 to terméned by the Committee in early 2016.
Each named executive officer will receive a greatdesser number of shares of absolute performbased restricted stock depending on our
actual absolute revenues over the performancedyaodiscussed further under “Compensation Dismussd Analysis — Our Compensation
Program Objectives and Components of Pay — LongaTeequity Incentive Compensation.”
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Any contingent right of a named executive offic@réceive more than the number of shares actuediytgd are treated by us as restri
stock units under the terms of the CenturyLink 28#juity Incentive Plan.

Other TermsAll dividends related to the above-described tinested and performance-based restricted sharebenihid to the holder
only upon the vesting of such shares. Unless atitifarfeited, these shares may be voted by theathexecutive officers.

All of these above-described restricted sharesalpgect 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.”

For additional information about our grants of tiwested restricted stock, relative performance-thasstricted stock (including the 29-
company peer group referred to above) and absp&rfermance-based restricted stock, see “CompemsBiscussion and Analysis — Our
Compensation Program Objectives and ComponentayfPLong-Term Equity Incentive Compensation.”

Outstanding Awards The table below summarizes information on stquioms and unvested restricted stock outstanding at
December 31, 2014.

Outstanding Equity Awards at December 31, 2014)

Option Awards Stock Awards
Equity Incentive Plan Awards 3 All Other Stock Awards
Number of
Securities Market
Underlying Market Value of
Unexercisec Option Option Value of Shares that
Exercise Expiration Grant Unvested Unvested Unvested Have Not
Name Options (2) Price Date Date Shares Shares Shares®) Vested
Glen F. Post, lll 200,00 $45.9C 2/26/201° 2/20/201: 58,84: $2,329,04¢ 19,61t $ 776,36:

5/23/201. 88,14t 3,488,81! 58,76¢ 2,325,87!

2/20/201: 155,41¢ 6,151,44. 103,61: 4,100,922

Karen A. Pucket 75,000 45.9C 2/26/201° 2/20/201. 25,677 1,016,29 8,55¢ 338,76!
5/23/201. 30,50: 1,207,233l 20,33¢ 804,82(

2/20/201- 47,32 1,873,12. 31,54¢ 1,248,70!

R. Stewart Ewing, Ji 62,50( 35.41 2/20/201¢ 2/20/201. 19,90( 787,64 6,63¢ 262,57
62,50( 45.9C 2/26/201° 5/23/201.: 20,83t 824,64¢ 13,89( 549,76¢

2/20/201+ 32,327 1,279,50: 21,551 852,98¢

Stacey W. Gof 40,50C 45.9C 2/26/201° 2/20/201: 14,76¢ 584,39¢ 4,92 194,81
5/23/201. 16,027 634,34¢ 10,68¢ 422,87

2/20/201- 26,11: 1,033,47 17,40¢ 688,92¢

Aamir Hussair — — —  11/7/201: — — 63,068 2,496,11:

(1) Allinformation on exercisability, vesting angarket value is solely as of December 31, 2014s Tdble does not reflect (i) exercises of
options, vesting of restricted stock or other clemig 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 shearted on February 20, 2012, May 23, 2013 andugepr20, 2014. The table above
assumed, as of December 31, 2014, that we woufdrpeat “target” levels such that all performanaeséd shares granted to each name
executive would vest fully. In early 2015, we detered that the performance-based restricted stoahkted on February 20, 2012 would
not vest and would be forfeited. For additionabmfiation on the vesting and other terms of our mestnt grant of performance-based
restricted shares, s“— 2014 Award” and“— Terms of 2014 Restricted Stock Awa"
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(4) All shares listed under this column are shafdasne-vested restricted stock that generally ast rate of one-third per year during the
first three years after that grant date. For addél information on the vesting and other termewfmost recent grant of time-vested
restricted shares, s“— Terms of 2014 Restricted Stock Awar”

2014 Exercises and Vestinghe following table provides information on Comn®hares acquired by the named officers during 2014 i
connection with the exercise of options and thdingf restricted stock.

Option Exercises and Stock Vested During 2014

Option Awards Stock Awards
Number of
Number of Shares

Shares Value Realizec Acquired Value Realizec

Acquired on Vesting
Name on Exercise On Exercise @) on Vesting®
Glen F. Post, Il — $ — 109,00¢ $ 3,771,41
Karen A. Pucket — — 39,15¢ 1,356,46!
R. Stewart Ewing, Ji 20,60( 756,84« 31,03 1,070,01
Stacey W. Gof — — 21,95:¢ 759,23(

Aamir Hussair — —

(1) Represents the vesting of time-vested resttist@ares granted in 2011, 2012 and 2013. No skiestsd from performance-based
restricted shares granted in 2011, the vestingitiond of which are described in “Compensation D&ston and Analysis — Our
Compensation Philosophy and Linkage to Pay fordPerdince — Overview of Pay Elements and Linkagedmfensation Philosophy
and Objective— Vesting of Performan-Based Restricted Sto”

(2) Based on the closing trading price of the Commoar&hon the applicable vesting d:

Pension Benefits

Amount of Benefits. The following table and discussion summarize menbenefits payable to the named officers ungehé
CenturyLink Component of the CenturyLink CombineshBion Plan, qualified under Internal Revenue Caalgtion 401(a), which permits
eligible participants (including officers) who hawempleted at least five years of service to rexzaipension benefit upon attaining early or
normal retirement age, and (ii) the nonqualified@amental defined benefit plan, which is desigitegay supplemental retirement benefits to
certain officers in amounts equal to the benefithsfficers would otherwise forego due to fedénaitations on compensation and benefits
under qualified plans. We refer to these particdifined benefit plans below as our “Qualified Pland our “Supplemental Plan,”
respectively, and as our “Pension Plans,” colletyiv

Present

Number of Value of
Years of Creditec Accumulated Payments During
Name @ Plan Name Service Benefit @ Last Fiscal Year
Glen F. Post, lll Qualified Plar 16 $1,901,38! —
Supplemental Pla 16 2,287,81 —
Karen A. Pucket Qualified Plar 15 1,169,63 —
Supplemental Pla 15 901,47! —
R. Stewart Ewing, Ji Qualified Plar 16 1,982,56! —
Supplemental Pla 16 928,72 —
Stacey W. Gof Qualified Plar 16 718,52: —
Supplemental Pla 16 380,82¢ —

(1) Aamir Hussain is not currently eligible to partiatp in either of our Pension Pla
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(2) These figures represent accumulated benefité Becember 31, 2014 based on several assumpinohsding the assumption that the
executive remains employed by us and begins rewengtirement benefits at the normal retirementadeh, with such accumulated
benefits being discounted from the normal retirenagye to December 31, 2014 using discount rategrgetween 3.50% and 4.10%.
No adjustments have been made to reflect reductemsred under any qualified domestic relatiordeos. See Note 7 title‘Employee
Benefite’ of the notes to our audited financial statementhiged inAppendix Efor additional information

Pension Plans With limited exceptions specified in the Pensitlans, we “froze” our Qualified Plan and SuppleraéRian as of
December 31, 2010, which means that no additiomaithty pension benefits have accrued under suatspmce that date (although service
after that date continues to count towards vestimd)benefit eligibility and a limited transitiontaénefit for eligible participants continues to
accrue through 2015).

Prior to this freezing of benefit accruals, the reggte amount of these named officers’ total mgmnehsion benefit under the Qualified
Plan and Supplemental Plan was equal to the gaatits years of service since 1999 (up to a maxirofiB0 years) multiplied by the sum of
(i) 0.5% of his or her final average pay plus (ii%% of his or her final average pay in excessi®bhher Social Security covered
compensation, where “final average pay” was def@ethe participant’s average monthly compensatioimg the 60 consecutive month
period within his or her last ten years of emplowiria which he or she received his or her highestmensation. Effective December 31, 2010
the Qualified Plan and Supplemental Plan were artttalcease all future benefit accruals under bloeeformula (except where a collective
bargaining agreement provides otherwise). In lieadalitional accruals under the above-describeahfita, each affected participant’'s accrued
benefit as of December 31, 2010 increases 4% @er gempounded annually through the earlier of Ddm 31, 2015 or the termination of
the participant’s employment.

Under both Pension Plans, “average monthly compiensas determined based on the participant’srsgbdus annual cash incentive
bonus. Although the retirement benefits descritisal/a are provided through separate plans, we matfeeipast transferred benefits from the
Supplemental Plan to the Qualified Plan, and restre right to make further similar transfers te #xtent allowed under applicable law. The
value of benefits transferred to the Qualified Plahich directly offset the value of benefits irtSBupplemental Plan, will be payable to the
recipients in the form of enhanced annuities op&mental benefits and are reflected in the tabtieuthe “Present Value of Accumulated
Benefits” column.

The normal form of benefit payment under both af Bension Plans is (i) in the case of unmarrietigpants, a monthly annuity payal
for the life of the participant, and (ii) in thessaof married participants, an actuarially equirafeonthly annuity payable for the lifetime of the
participant and a survivor annuity payable forltfetime of the spouse upon the participant’s deB#rticipants may elect optional forms of
annuity benefits under each Pension Plan andgicdle of the Qualified Plan, an annuity that guess ten years of benefits, all of which are
actuarially equivalent in value to the normal fosfrbenefit. The enhanced annuities described iptlog 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 #reston Plans. Participants may receive benefitgemubdth of these plans upon “early
retirement,"which is defined as attaining age 55 with five geafrservice. Under both of these plans, the bepafiable upon early terminati
is calculated under formulas that pay between 60%00% of the base plan benefit and 48% to 92%eekcess 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 F. Post, Ill and R. Stewart Ewing, Jr. araenity eligible for early retirement under the Qfiatl Plan and Supplemental Plan.
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Deferred Compensation

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

Non-Qualified Deferred Compensation

Aggregate Aggregate
Balance at Executive CenturyLink Aggregate Balance at
December 31 Contributions Contributions Aggregate Withdrawals/ December 31
Earnings
Name 2013 in 2014 in 2014 in 20140) Distributions 2014
Glen F. Post, Il $2,807,23 $ 238,65¢ $ 89,17 $219,18: — $3,354,24!
Karen A. Pucket 1,271,46. 89,72¢ 52,34 43,61 — 1,457,14.
R. Stewart Ewing, Ji 990,50: 88,75¢ 35,61( 76,924 — 1,191,79!
Stacey W. Gof 1,105,38 120,51: 35,14¢ 43,05 — 1,304,10.

Aamir Hussair — — — — — —

(1) All of these amounts in this column reflect trdyutions by the officer of salary paid in 2014dareported as 2014 salary compensation ir
the Summary Compensation Tat

(2) This column includes our match of the officeatstribution under the terms of the plan. We hafkected all of these amounts as 2014
compensation in the column of the Summary Companrsagble labele All Other Compensatio”

(3) Aggregate earnings in 2014 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 50% ofitisalary in excess of the federal
limit on annual contributions to a qualified 401(Kan. For every dollar that an eligible participaantributes to this plan up to 6% of his or
excess salary, we add an amount equal to thenhatiwhing percentage then in effect for matchingrifmutions made by us under our qualified
401(k) plan (which for 2014 equaled the sum obélhe initial 1% contributed and half of the n&%b contributed). All amounts contributed
under this supplemental plan by the participantssoare allocated among deemed investments whilcivfthe performance of the same broad
array of funds offered under our qualified 401(lgrmp This is reflected in the market value of epahticipant’s account. Participants may
change their deemed investments in these fundsyairae. We reserve the right to transfer bendffdm the Supplemental Dollars & Sense
Plan to our qualified 401(k) or retirement planshe extent allowed under Treasury regulationsa@hdr guidance. The value of benefits
transferred to our qualified plans directly offstte value of benefits in the Supplemental Dol&iSense Plan. Participants in the
Supplemental Dollars & Sense Plan normally recpagment of their account balances in a lump sune ¢timey cease working full-time for us.

Potential Termination Payments

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

Notwithstanding the information appearing belowyhould be aware that our officers have agreéddrfeit 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 ureféain circumstances after termination of
employment. See “Compensation Discussion and ArsatysOur Policies, Processes and Guidelines Retat&xkecutive Compensation —
Forfeiture of Prior Compensation” for more informoat
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Payments Made Upon All TerminationsRegardless of the manner in which our employeegleyment terminates prior to a change of
control, they are entitled to receive amounts ehrheing their term of employment (subject to tlméemtial forfeitures discussed above). With
respect to each such terminated employee, suchrdmimelude his or her:

» salary and earned but unused vacation pay thrcdwgtate of termination, payable immediately follogviermination in cas

» annual incentive bonus, but only if such empgerved for the entire bonus period or througtdtte such bonus is payable
(unless this service requirement is waiv

» restricted stock that has ves

» benefits accrued and vested under our qual#ieisupplemental defined benefit pension plart, payouts generally occurring at
early or normal retirement a

» vested account balance held in our qualifiedi supplemental defined contribution plans, whiahémployee 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 heaidmgediately above,
employees involuntarily terminated by us withouti®a prior to a change of control are also entittedject to certain conditions, to:
» exercise all vested options within 190 days oftérenination dat:
* accelerated vesting of all, or a portion of, uneddime-vested restricted stock if approved by our Compims&ommittee

» acash severance payment in the amount dedariter “Compensation Discussion and Analysis — Qompensation Program
Objectives and Components of Pay — Other BenefitSeverance Benefits” plus the receipt of any stesrt: incentive bonus
payable under their applicable bonus plan and acgphent assistance benel

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 withi tays and employees terminated for cause coulgestghe Compensation Committee to
accelerate their unvested time-vested restrictmekgtvhich is unlikely to be granted).

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

« exercise all of their options, all of which accakerupon retirement, within three years of theireenent date

» accelerated vesting of all, or a portion of, unedgime-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 periothdfemployee takes early retirement, this contirugsting opportunity only applies to a
reduced pro rata number of unvested shares, baste mumber of days he or she was employed dtmmgerformance period.
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Payments Made Upon Death or DisabilityJpon death or disability, officers (or their esgtare generally entitled to (without
duplication 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

» continued rights to receive (i) life, healthtdamelfare benefits at early or normal retiremerd,ag the 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 semtigerement:

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

Payments Made Upon a Change of ConttdlVe have entered into agreements that entitle elabirexecutive officers who are
terminated without cause or resign under certagtifipd circumstances within certain specified pési following any change in control of
CenturyLink to (i) receive a lump sum cash sevezgrmyment 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 cuthepending 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 AnatysiSur Compensation Program Objectives and CompesreriRay — Other Benefits —
Change of Control Arrangements” for a descriptibthe benefits under our change of control agregsnen

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 ef dhitstanding Common Shares, (ii) a
majority of our directors being replaced, (iii) @ammation 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’s layipent without cause or the
officer resigns with “good reason,” which we deberfurther under the heading “Compensation Disonsand Analysis — Our Compensation
Program Objectives and Components of Pay — Othaefis — Change of Control Arrangements.” We haleglfcopies or forms of these
agreements with the SEC.

Participants in our supplemental defined beneéfinpkhose service is terminated within two yearthefchange in control of CenturyLink
will receive a cash payment equal to the presenevef their plan benefits (after providing age aedvice credits of up to three years if the
participant is terminated by us without cause sigrs with “good reason”), determined in accordanitk actuarial assumptions specified in
the plan. Certain account balances under our dgeehlitirement plans will also fully vest upon aobe of control of CenturyLink.

Under the terms of our 2011 Equity Incentive Plapentives granted thereunder will not vest, agetée become exercisable or be
deemed fully paid unless otherwise provided ingaeste agreement, plan or instrument. None of quitgaward agreements since 2011 have
provided for any such accelerated recognition oieffies solely upon a change of control. Instead,courent award agreements provide thai
holder of

59



Table of Contents

incentives who is terminated by us or our succeashiout cause or resigns with good reason follgnanchange of control will be entitled to
receive full vesting of his or her time-vested riegtd shares and continued rights under his opbebrmance-based restricted shares (on the
same terms as if he or she had not been terminated)

We believe the above-described change of controfits enhance shareholder value because:

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

» during or after a takeover, these protectionsglp our personnel, when evaluating a possibkEress combination, to focus on the
best interests of CenturyLink and its shareholdzns, (i) reduce the risk that personnel will adgep offers from competitors
during takeover discussior

Estimated Potential Termination PaymenfEhe table below provides estimates of the valugagiments and benefits that would become
payable if our current named executives were teataohin the manner described below, in each casedlan various assumptions, the most
significant of which are described in the tableidas.

Potential Termination Payments

Type of Termination of Employment )

Involuntary Termination

Type of Termination Upon a

Termination Without Change of

Name Payment(®) Cause®) Retirement (4 Disability Death Control )
Glen F. Post, Il Annual Bonus $1,597,200 $ 1,597,200 $ 1,597,200 $ 1,597,201 $ 1,597,20!
Equity Awards(®) — 8,920,10! 19,172,47 19,172,47 19,172,47
Pension and Welfai(”) 37,90( — — — 53,10(
Cash Severanc® 5,500,00! — — —  8,250,00!
$7,135,100 $10,517,30 $20,769,67 $20,769,67 $29,072,77
Karen A. Pucket Annual Bonus $ 77198 % — $ 77198 $ 771,98( $ 771,98
Equity Awards(® — — 6,488,94. 6,488,94. 6,488,94
Pension and Welfai(”) 29,00( — — — 50,50(
Cash Severand® 1,522,501 — — — 3,045,001
$2,323,48' $ — $ 7,260,922 $ 7,260,92: $10,356,42
R. Stewart Ewing, J Annual Bonus $ 692,12( $ 692,12 $ 692,12( $ 692,12( $ 692,12
Equity Awards(®) — 2,424,63. 4,557,12. 4,557,12; 4,557,12
Pension and Welfai(?) 21,50( — — — 35,50(
Cash Severand® 1,365,001 — — — 2,730,00!
$2,078,621 $ 3,116,75 $ 5,249,24. $ 5,249,24; $ 8,014,74
Stacey W. Gof Annual Bonus $ 611,94. $ — $ 61194. $ 611,94. $ 611,94
Equity Awards(®) — — 3,558,83 3,558,831 3,558,833
Pension and Welfail(” 28,00( —_ —_ —_ 48,50(
Cash Severancd® 1,102,501 — — —  2,205,00
$1,742,44, $ — $ 4,170,770 $ 4,170,77¢ $ 6,424,27
Aamir Hussair Annual Bonus $ 83,14 % — $ 8314 $ 83,14+ $ 83,14
Equity Awards(®) — — 2,496,11. 2,496,11: 2,496,11.
Pension and Welfar?) 28,20( — — — 48,90(
Cash Severand® 950,00( — — — 1,900,001

$1,061,34 % — $2579,25 $ 2,579,25 $ 4,528,15
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(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

All data in the table reflects estimates of ¥atue of payments and benefits assuming the naffieér was terminated on December 31,
2014. The closing price of the Common Shares oh date was $39.58. 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 dexded 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, stitgjezertain 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 btwegkd 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

The amounts listed in this column reflect pagiteeo which the named officer would be entitleditmler our executive severance plan if
involuntarily terminated by us without cause ptimia change of control. The amounts listed in ¢bismn would not be payable if the
officer voluntarily resigns or is terminated foruse.

Of the named officers, only Messrs. Post anéhBwvare eligible to retire early under CenturyLisklefined 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 payrtsepayable upon early retirement. Assuming eatiyement as of December 31, 2C
Messrs. Post and Ewing would have been entitleddnthly annuity payments of approximately $26,1i8 §18,074, respectively, over
their lifetimes, some of which, in the case of Mwing, may be payable to his ex-wife under a gigalilomestic relations order. For
further information, see the other notes bel

The information in this column assumes eacheathofficer became entitled at December 31, 20t4ddenefits under CenturyLink’s
agreements in existence on such date describec almuler “— Payments Made Upon a Change of Contqodh an involuntary
termination without cause or resignation with goedson. All amounts are based on several assursg

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 based upon the intrinsic method of valuatfhassumes that the Compensatior
Committee would not approve the acceleration ofnidi@ed officer’s restricted stock in the eventmfravoluntary termination, and

(iii) assumes that the Compensation Committee wapfgtove, in the event of the early retirement efsbts. Post or Ewing, the
acceleration of all of their restricted stock oartgting for at least one year. Assuming the CompgeEms@€ommittee approved the
acceleration of all of the named officers’ restritstock in connection with a voluntary terminatadremployment at December 31, 2014
the amounts reflected in the table under the coltimroluntary Termination Without Cause” would haveen higher by the following
amounts: $19,172,473 for Mr. Post, $6,488,943 fer Ruckett, $4,557,122 for Mr. Ewing, $3,558,836Mu. Goff and $2,496,113 for
Mr. Hussain.

The information in this row reflects only theeremental benefits that accrue upon an eventrwiin@tion, and excludes benefits that were
vested on December 31, 2014. For information orptesent value of the named officers’ accumulattkfits under our defined benefit
pension plans, see “— Pension Benefits,” and ffarmation on the aggregate balances of the nanfezisf non-qualified deferred
compensation, see “— Deferred Compensation.” Agatdd above, the named officer would also beledtio receive a distribution of
his or her 401(k) benefits and various other b-based benefit:

The information in this row excludes, in the cabdisability or death, payments made by insurarmemanies
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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 rethloy the Compensation Committee in 2010, Hay Ghagpassisted the Committee in
reviewing director compensation.

The table and the discussion below summarize howargpensated our outside directors in 2014.

2014 Compensation of Outside Directors

Fees Earned o

Stock All Other
Name Paid in Cash Awards (). Compensation® Total
Current Directors:
Virginia Boulet $ 122,00( $ 149,10 $ — $271,10(
Peter C. Browr 107,00( 149,10( — 256,10(
Richard A. Gepharc 83,00( 149,10( — 232,10(
W. Bruce Hank 142,00( 149,10( 4,247 295,34’
Gregory J. McCra 115,00( 149,10( — 264,10(
C. G. Melville, Jr. 123,50( 149,10( — 272,60(
William A. Owens 105,00( 354,75 2,00(¢ 461,75’
Harvey P. Perr 201,00( 149,10( 4,162 354,26:
Michael J. Robert 93,00( 149,10( — 242,10(
Laurie A. Siege 113,75( 149,10( — 262,85(
Joseph R. Zimme 99,00( 149,10( — 248,10(
Former Director:
Fred R. Nichol<4) 111,00( 149,10( — 260,10(

(1) For purposes of determining the number of iestl shares to grant to each outside directorCthrapensation Committee valued each of
these stock awards to equal $145,000 (or $3450€tkei 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 repgttie 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. These grants vest on May2ZD15 (subject to accelerated vesting in ceftaiited circumstances). See “—
Cash and Stock Paymer”

(2) As of December 31, 2014, William A. Owens h@)d15 unvested shares of restricted stock and @amir other outside directors held
3,957 unvested shares of restricted stock, whidstdated the only unvested equity-based awards ebur outside directors as of such
date (excluding equity awards granted to Micha®aberts prior to his commencement of service arboard following the Qwest
merger). For further information on our directosgck ownership, see “Ownership of Our Securitiegxecutive Officers and
Directors” and for information on certain deferred fee arrangets pertaining to Mr. Roberts, *— Other Benefit¢”

(3) Represents reimbursements for the cost of annyalgai examinations and related travel. Exceptthsraise noted in the prior senter
the table above does not reflect (i) reimbursemfamtsavel expenses or (ii) any benefits assodiatgh participating in recreational
activities scheduled during board retreats (asridwst further under the heading “Compensation Bismn and Analysis — Our
Compensation Program Objectives and Componentayc— Other Benefit— Perquisite”).

(4) As previously disclosed, on March 1, 2015, HrRedNichols, a member of our Board since 2003 antember of our Compensation
Committee and Nominating and Corporate Governarwariittee, passed away unexpectedly at the age.:
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Cash and Stock Payments

Each outside director is paid an annual fee of (B85 plus $2,000 for attending each regular boaretimg, special board meeting
(including each day of the Board’s annual planrgagsion), committee meeting and separate diredtma¢ion program.

Currently, William A. Owens, in his capacity as ten-executive Chairman of the Board, receives lempgntal board fees at the rate of
$200,000 per year payable in shares of time-vastgtdcted stock (valued using the 15-trading dasrage closing price specified in note 1 of
the table appearing above under “— Overview”). Téwmtricted stock issued to the Chairman during 2@&6ts on May 29, 2015 (subject to
accelerated vesting in certain limited circumstajc€&he Board anticipates making a similar grantheoChairman in May 2015. The
Chairman’s duties are set forth in our corporateegwance guidelines. See “Corporate Governance.”

Currently, Harvey P. Perry, in his capacity as eaeeutive Vice Chairman of the Board, receives mmpntal board fees at the rate of
$100,000 cash per year. The Board anticipates maksimilar payment to Mr. Perry in May 2015. Thiee/Chairmars current duties includ
among others, (i) assisting the Chairman by fatilig communications among the directors and mdnigdhe activities of the Board's
committees, (ii) serving at the Chairman’s requesthe board of any company in which we have amstment, (iii) monitoring our strategies
and (iv) performing certain executive successiorctions.

We also pay annual supplemental board fees tohthiescof each of our committees as follows: (i) ¢hair of the Audit Committee
receives $25,000, (ii) the chair of the CompensaBommittee receives $18,750, (iii) the chair &f Mominating Committee receives $15,000
and (iv) the chair of the Risk Evaluation Committeeeives $12,500.

During 2014, the Compensation Committee authoreasth outside director to receive shares of timéede®stricted stock valued at
$145,000 (valued using the 15-trading day averéggng price specified in note 1 of the table apjmepabove under “— Overview”) that vest
on May 29, 2015 (subject to accelerated vestirgentain limited circumstances). The Compensatiom@dtee currently expects to authorize
comparable equity grants in May 2015 to each oetdickctor serving on the day after our 2015 anmesting.

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.

In connection with our 2011 merger with Qwest, wsewmed the Qwest Deferred Compensation Plan forEoployee Directors. Under
this plan, Qwest outside directors could electdfedall or a portion of their cash directors’ feebich were then converted to a number of
“phantom units” based the value of a share of Qwteslk, with credit for dividends paid to stockhersl “reinvested” in additional phantom
units. Certain plan balances were distributed ttiggpants at the close of the merger, but plamibets attributable to amounts deferred on or
after January 1, 2005 by Qwest directors who joim@&dBoard following the merger were converted elolasn the merger exchange ratio, to
phantom units based on the value of one of our Com8hares. Other than the crediting and “reinvestired dividends for outstanding
phantom units, CenturyLink does not make any cbuations to, and no additional elective deferraés@armitted under, this plan. Subject to
terms of the plan, each participant’s account belldistributed as a lump sum in cash as soon aiqable following the end of his or her
service as a director. As of December 31, 2014hkkt J. Roberts was the only remaining particijrathis plan, with a balance of 4,785.05
phantom units with an aggregate value of $189,39@f such date.

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.
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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 individemhsractually obligating us to provide
these indemnification rights. We also provide owectors with customary directors and officers iligpinsurance.

Directors may use our aircraft in connection witmpanyrelated business. However, under our aircraft ugatjey, neither directors n
their families may use our aircraft for persongdgrexcept on terms generally available to abaf employees in connection with a medical
emergency). We have arranged a charter servicetiatutside 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.”
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PERFORMANCE GRAPH

The graph below compares the cumulative total $tedler return on the Common Shares with the curivelaotal return of the S&P 500
Index and the S&P 500 Integrated Telecommunicg®ervices Index for the period from December 3192@0December 31, 2014, in each
case assuming (i) the investment of $100 on JanLig2910 at closing prices on December 31, 2008 (@reinvestment of dividends.

250,00
== Canlurylink Ing
—&—Siandard & Poor 500
== SA&F 00 Inlegrated Teleoom Sendces (1)
F204.86
200,00
$160.33
17154
514960 RTELH8 Bi54.72
$150.00
110,57
511508 $117.47 $117.56
$100.00 g
310000
350.00 T T
2009 2010 2011 2012 2013 2014
December 31
2009 2010 2011 2012 2013 2014
CenturyLink $100.0C $137.5. $119.57 $135.2¢ $117.5¢ $154.7:
S&P 500 Inde» 100.0( 115.0¢ 117.4° 136.2¢ 180.3: 204.9¢
S&P 500 Integrated Telecom Services In( 100.0( 118.9¢ 126.5: 149.6( 166.5¢ 171.5¢

(1) As of December 31, 2014, the S&P 500 Integrd®ldcommunication Services Index consisted of ATI&d., CenturyLink, Frontier

Communications Corporation, Level 3 Communicatidns,, Verizon Communications Inc. and Windstreaang@ration.
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COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

During the last fiscal year, our Compensation Cotigaiincluded Laurie A. Siegel, Virginia BouletelrR. Nichols, William A. Owens,
Harvey P. Perry and Gregory J. McCray, who repladedPerry as a member of the Compensation Comenéttective August 19, 2014. On
that date, the Compensation Committee discontimsedof its formerly-constituted Incentive Awardsh8ommittee.

Other than Mr. Perry, who served as one of oucef§ until his retirement in 2003, no member of@lmenpensation Committee has
served as an officer or employee of the Comparangrof our subsidiaries prior to or while servingthe Compensation Committee.
Mr. Perry’s son, H. Parnell Perry, Jr., is one of employees, as further described immediatelyweioder “Transactions With Related Parties
— Recent Transactions.”

TRANSACTIONS WITH RELATED PARTIES

Recent Transactions

During 2013, we paid H. Parnell Perry, Jr., whosesras Manager — Technology Management, total grmspensation of
approximately $128,123, consisting of approximagly 1,202 in salary and $16,921 in annual incertiimeuses (excluding the value of broad
based benefits provided under our welfare and dibpefit plans). Mr. Perry is the son of HarveyBrry, one of our directors, and has bee
employee of ours since 1987.

We are one of the largest employers in Monroe, siana and in several of our other markets, anduels, employ personnel related by
birth or marriage throughout our organization. Salvef our executive officers or directors have figrmembers employed by us, although,
none of them (other than H. Parnell Perry, Jr.hedr2014 compensation in excess of the $120,0@8hbid that would require detailed
disclosures under the federal proxy rules.

Review Procedures

Early each year, our management distributes té\thkt Committee a written report listing our payneto vendors, including a list of
transactions with our directors, officers or empges. This annual report permits the independeatiirs to assess and discuss our related
transactions. Although we have no formal writtee-@pproval procedure governing related party tramsast our CEO typically seeks appro
of the board before engaging in any new relatetygeansaction involving significant sums 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 2014, Michael J. Rtbéled a late Form 4 report in connection witke #icquisition of additional phantom units,
as further described above under “Director Comp@mnsa— Other Benefits.”

ADDITIONAL INFORMATION ABOUT THE MEETING

Quorum

Our bylaws provide that the presence at the megtingerson or by proxy, of a majority of the oataling Voting Shares constitutes a
guorum to organize the meeting.
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Vote Required to Elect Directors

Our bylaws provide that each of the 12 director ime@s will be elected if the number of votes cadtivor of the director exceeds the
number of votes withheld with respect to the divec¥ou may vote “for"all director nominees or withhold your vote for amme or more of tk
director nominees. If any of the 12 directors failseceive a majority of the votes cast at thetmgeour bylaws will require such director to
tender his or her resignation to the Board focdssideration.

Vote Required to Adopt Other Proposals at the Meetig

With respect to all other matters to be submitted vote at the meeting, the matter will be appdaf¢éhe votes cast in favor of such
matter exceed the votes cast against such matter.

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 for purpotssch vote. Because all matters must be apprbyede holders of a majority of the
votes cast, abstentions will not affect the outcafn@ny such vote. Shareholders abstaining frormgawill be counted as present for purposes
of constituting a quorum 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 proposal and in favor
of all other matters. If you are a beneficial owoéshares and do not give voting instructionsdanjroker, bank or nominee, they will be
entitled to vote your shares only to the extentijeel 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 hastere@ceived voting instructions from beneficial @ Under these rules, brokers who do
not receive such instructions will be entitled tievin their discretion at the meeting with respedhe ratification of the appointment of the
independent auditor, but will not be entitled tdevim their discretion with respect to any of thleer matters submitted to a vote. If brokers
do not receive voting instructions do not, or canemercise discretionary voting power (a “brokenfvote”) with respect to any matter to be
considered at the meeting, shares that are nad watebe treated as present for purposes of ctuisig a quorum to organize the meeting but
not cast with respect to considering such mattecaBse all matters to be considered at the mertirsg be approved by the holders of a
majority of the votes cast, broker non-votes wit affect the outcome of 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 tyraelivering a proxy bearing a later date or bying in person at the meeting. Beneficial
shareholders may revoke or change their votinguogons by contacting the broker, bank or nomities holds their shares.

Voting by Participants in Our Benefit Plans

If you beneficially own any of our Common Sharesvirjue of participating in any retirement plan@é&nturyLink, then you will receive
a separate voting instruction card that will enatae to direct the voting of these shares. Thisngpinstruction card entitles you, on a
confidential basis, to instruct the trustees howdte the shares allocated to your plan accourd.pléns require you to act as a “named
fiduciary,” which requires
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you to exercise your voting rights prudently andhe interests of all plan participants. Plan pgstints who wish to vote should complete
return the voting instruction card in accordancthws instructions. If you elect not to vote theees allocated to your accounts, your shares
will be voted in the same proportion as voted shaegarding each of the items submitted to a violeeameeting. Plan participants that wish tc
revoke their voting instructions must contact thestee and follow its procedures.

If you beneficially own any of our Common Sharesviiyue of previously participating in an employs&eck purchase plan formerly
maintained by us or a company that we have acquivechave made arrangements for our proxy matendie made available to you by the
record owner of those shares. Consequently, ydibeiafforded the opportunity to vote those sharédbe same manner as any other shares
held in street name. See “General Information AltbetAnnual Meeting.”

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 wniit be additionally compensated therefor. We wilbaequest persons holding Voting Shi
in their names for others, such as brokers, banéther nominees, to forward materials to thaimgypals and request authority for the
execution of proxies, and we will reimburse themtfeir expenses incurred in connection therewitb.have retained Innisfree M&A
Incorporated, New York, New York, to assist in fwdicitation of proxies, for which we will pay Irsfree fees anticipated to be $20,000 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 “OtMatters —Deadlines for Submitting Shareholder Nominationd Broposals for the 20
Annual Meeting — Other Proposals and Nominatiowster than the shareholder proposal describedsmtixy statement, and is otherwise
unaware of any matter to be considered by sharel®oht the meeting other than those matters spddéifithe accompanying notice of the
meeting. Our proxy and voting instruction cardsybeer, will confer discretionary voting authoritytivrespect to any other matter that may
properly come before the meeting. It is the inmmf the persons named therein to vote in accoalaith their best judgment on any such
matter.

Conduct of the Meeting

The Chairman has broad responsibility and legdiaity to conduct the meeting in an orderly andeiyymanner. This authority includes
establishing rules for shareholders who wish taeskithe meeting. Copies of these rules will béae at the meeting. The Chairman may
also exercise broad discretion in recognizing dinalders who wish to speak and in determining trere>of discussion on each item of
business. In light of the need to conduct all neagsbusiness and to conclude the meeting with@asonable period of time, we cannot assur
that every shareholder who wishes to speak oream df business will be able to do so.

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 looétipians 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.
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OTHER MATTERS

Deadlines for Submitting Shareholder Nominations ad Proposals for the 2016 Annual Meeting

Proxy Statement Proposaldn order to be eligible for inclusion in our 20ffbxy materials, any shareholder proposal to elect
shareholder-nominated candidates as directorstak&any other action at such meeting must bevweddy December 10, 2015, and must
comply with applicable federal proxy rules and bylaws. See “Corporate Governance — Director NotionaProcess.” These shareholder
proposals must be in writing and received by thedtiee described above at our principal executifieas at 100 CenturyLink Drive, Monroe,
Louisiana 71203, Attention: Stacey W. Goff, Seanetd we do not receive a shareholder proposaheydeadline described above, we may
exclude the proposal from our proxy materials for 2016 annual meeting.

Other Proposals and Nominationsin addition, our bylaws require shareholdersutmifsh timely advance written notice of their irttém
nominate a director or bring any other matter beoshareholders’ meeting, whether or not they ¥adshclude their candidate or proposal in
our proxy materials. In general, notice must beiresd in writing by our Secretary, addressed innttaaner specified in the immediately-
preceding paragraph, between November 22, 201%amdiary 20, 2016 and must contain various infoionatpecified in our bylaws. (If the
date of the 2016 annual meeting is more than 38 Hafore or more than 60 days after May 20, 20&6¢c@ must be delivered not earlier than
the close of business on the I8@ay prior to the date of such annual meeting arndater than the close of business on the latéh@®0th day
prior to the date of such annual meeting or, ifftte public announcement of the date of such ahmeeting is less than 100 days prior to the
date of such annual meeting, thendhy following the day on which such public announeat of the date of such meeting is first made by
the Company.) Notices that are not delivered iretance with our bylaws may be disregarded by asaBditional information on these
procedures, see “Corporate Governance — Directonihation Process.”

Our above-described advance notice bylaw provisimasn addition to, and separate from, the requérgs that a shareholder must mee
in order to have a candidate or proposal includeslir proxy materials.

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 full copy of our bylaws by reviegiour reports filed with the SEC, by accessingwelbsite at www.centurylink.com,
or by contacting our Secretary in the manner sjgetielow.

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 2014 annual report furnished in the follogvtwo parts: (1) our 2014 Financial Report, whiohstitutesAppendix Bo this
proxy statement, and (2) our 2014 review and 's letter appearing at the beginning of this bool

Our 2014 annual report is not a part of our prasficing materials.
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Annual Financial Report

Appendix Bncludes our Annual Financial Report, which is epted from portions of our Annual Report on FormKL@r the year
ended December 31, 2014 that we filed with the 8EEebruary 24, 2015. In addition, we have proviged with a copy of or access to our
2014 review and CEO'’s letter, which precedes thisy statement at the beginning of this bookletitiNg of these documents is a part of our
proxy soliciting materials.

You may obtain a copy of our Form 10-K report withait charge by writing to Stacey W. Goff, SecretaryCenturyLink, Inc., 100
CenturyLink Drive, Monroe, Louisiana 71203, or by vsiting 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 3, 2015
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1.

4.

APPENDIX A
to Proxy Statemen

CENTURYLINK
2015 EXECUTIVE OFFICER SHORT-TERM INCENTIVE PLAN

Purpose The purpose of the CenturyLink 2015 Executivei@@ff Short-Term Incentive Plan (the * PIgns to advance the interests of
CenturyLink, Inc. (the “ Comparf) by providing a short-term incentive bonus togdagd to executive officers of the Company based on
the achievement of p-established quantitative performance gc

Shareholder ApprovalThe payment of any bonus hereunder is subjebiet@approval of the Plan, including the terms aft®a 5(a)
hereof, by the shareholders of the Company at®& ZAnnual Shareholders Meetir

Administration The Plan shall be administered by the Compens&@mmittee of the Board of Directors of the Compan if all of the
members of the Compensation Committee do not guadif‘outside directors” under Section 162(m) &f tiiternal Revenue Code, as
amended, and the regulations and guidance pronealgéreunder (* Section 162() by a subcommittee of the Compensation
Committee, all of the members of which qualify astSide directors.” The authority of the committeesubcommittee that administers
the Plan (th¢ Committe€”) shall include, in particular, authority t

(a) designate participants for a particular year otiporthereof;
(b) establish performance goals and objectives forticpéar year or portion therec

(c) establish regulations for the administrationref Plan and make all determinations deemed regefss the administration of the
Plan; anc

(d) certify as to whether performance goals have besn

The Committee, in its sole discretion, may dele@dter part of its administrative authority andwers under the Plan to one or more
officers of the Company; provided, however, that @ommittee may not delegate its responsibilitfi)tgrant incentive bonuses to
executive officers, (ii) grant incentive bonusesttare intended to constitute qualified performanased compensation under Section 16
(m), or (iii) certify the satisfaction of performem goals as provided in Section 6. All determirradiand decisions made by the
Committee, the Board, and any delegate of the Catmenpursuant to the provisions of this Plan dbalfinal, conclusive, and binding on
all persons, and shall be given the maximum deter@ermitted by law.

Eligibility . Subject to Section 5(b) hereof, the Committed! stesignate prior to March 31 of each year thecetige officers of the
Company who shall participate in the Plan that yaro designation is made for any particular boperiod, all individuals designated
executive officers of the Company shall be deenstigipants in the Plan that period. Any executificers who do not participate in
Plan will be eligible to participate in one of tBempan’s other annual incentive compensation plans, afféct from time to time

Incentive Bonu:.

(&) Bonuses paid under the Plan may not exceed $5liomier participant per year. Before March 31 afte year for which a bonus
to be payable hereunder (a “ Plan Y8athe Committee shall establish the performance doalthat year and the objective crite
pursuant to which the bonus for that year is tpéygable. The Committee has the discretion to dserdaut not increase, the amc
of the bonus from the amount that is payable uttteterms of the pre-established criteria for thgliaable year. The performance
goals each year shall apply to performance of thi@any or one or more of its divisions, subsid@oelines of business and shall
be based upon one or more of the following perferceagoals: (i) return on equity, cash flow, assetsivestment; (ii) share price
(including, but
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not limited to, growth measures and shareholdermgt (iii) target levels of revenues, operatingame, cash flow (including, but
not limited to, operating cash flow and free cdslwj, cash provided by operating activities, eagsinor earnings per share;

(iv) customer growth; (v) customer satisfaction{\) an economic value added measure. For any Ydam, performance goals
may be measured on an absolute basis or relat@gtoup of peer companies selected by the Conenittdative to internal goals
or industry benchmarks, or relative to levels atdiin prior years. At the time it sets performagoels, the Committee may define
cash flow, revenues and the other terms listed @bs\it sees fit. The Committee may change th@peénce goals each year to
any of those listed above and may also changeatijets applicable to the performance goals from tegear.

(b) The Committee may subdivide any Plan Year into or more performance periods, provided thatonnection therewith (i) any
bonus awards made for performance during a shatteedormance period must also comply with Secti6&(m); (ii) the
participants and performance goals must be setrwiltie first 25% of the measured performance perod (iii) with the exception
of the annual bonus limitation per participant esvjled in Section 5(a), references herein to aahperiod shall mean the
applicable shortened period to the extent the sbmnéguires

6. Payment of Incentive Bonu#\s soon as practicable after the Company hasgbybinnounced its earnings for the year for wtitoh
incentive bonus will be paid, the Committee shallleate the Company’s performance to determinatheunt of the incentive bonus
that has been earned for that Plan Year. In peifayisuch evaluation, the Committee shall makedjlistments necessary to exclude the
effect of any non-recurring transaction describethe Committee’s Guidelines for Administering Aahincentive Bonus Programs, as
in effect for the applicable Plan Year. The Comedtshall also make adjustments necessary to exitiadeffect of any change in
accounting standards required by any regulatorp@ger self-regulatory organization, including fii@ancial Accounting Standards
Board. The Committee shall certify, either in wr@gior by the adoption of written resolutions, ptiothe payment of any incentive bonus
under the Plan, that the performance goals appédalthe bonus payment were met. The incentivaibomay be paid in whole or part in
the form of cash, common stock, restricted stockestricted stock units of the Company in the idison of the Committee. Common
stock, restricted stock, or restricted stock uisiisied in payment hereunder may be paid under fatitye €ompany’s stock-based
incentive plans that provide for such grants. Toentive bonus will be paid by March 15 followidgetend of the year for which it was
earned, unless deferred under a separate berafibpthe Compan)

7. Termination of Employmer.

(&) Except as otherwise provided in paragraphs (b)or(€)l) of this Section 7, in order to be eligibdereceive a bonus under the Pla
participant must be an employee of the Companieaehd of the Plan Year, unless this requiremengiged by the Committee
under such special circumstances as may be detdrbynthe Committes

(b) Subject to the other terms and conditions &f Blan, a participant who is not employed by tleenpany at the end of the Plan Year
will nevertheless be eligible to receive a pafbiahus if such participant is a “ Qualifying Panpiant” for such Plan Year. A “
Qualifying Participan” is a participant whose employment is terminatedtdu
0] death;

(i) disability; or
(i)  retirement on or after age 55 after complgtfive full years of employment with the Companyears of employment with

the Company will be determined by accumulating suatticipant’s full months of employment with thei@pany, in the
aggregate and without regard to whether such empmay was continuous, and dividing such amount by

(c) Subject to the other terms and conditions of thes Pany Qualifying Participant whose employmerthvthe Company is terminat
at any time after the 90th day of a Plan Year hale the right tc
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(d)
(e)

receive gro ratacash bonus for such Plan Year based on the same &ard conditions (including the same payment sdhezhd
the same discretionary authority of the Committesetluce bonuses under Section 5(a)) previoushoaaed under the Plan and
the Committee, as applicable for Plan participdmtsuch Plan Year, the amount of which shall ediualproduct of the cash bonus
that would have been payable to the QualifyingiBigent for the full Plan Year multiplied by a fitaan, the numerator of which
equals the number of calendar days of the Plan theaelapsed through the Qualifying Participald® date of employment with
the Company and the denominator of which is 36%; Bonus payable to a Qualifying Participant untiés Section 7(c) shall be
payable to such participant at the time bonusegaicketo active participants with respect to sulanFrear.

Nothing in this Section 7 shall reduce or limit tight of a participant to receive cash paymentdeurany Change of Contr
Agreement between that participant and the Comfaigwing a Change of Control (as defined in sugheements)

Any bonus payment to a participant, or the @bk thereof, deviating from the terms and caod# of paragraphs (a), (b), or
(c) must be approved by the Committee and will ddyconsidered for approval if such deviation wauit in the opinion of
counsel to the Company, limit the Comp’s federal income tax reduction for such bonus paymeder Section 162(m

8. Forfeiture of Benefit.

(@)

If, at any time during the participant’'s empimnt by the Company or within 18 months after teation of employment, the
participant engages in any activity in competitwith any activity of the Company, or inimical, caaty or harmful to the interests
of the Company, including but not limited to: (@nduct relating to the participant’s employmentwdrich either criminal or civil
penalties against the participant may be soughtdbduct or activity that results in terminatiditlee participant's employment for
cause, (c) violation of the Company’s policiesJuging, without limitation, the Company’s insideading, ethics and compliance
policies and programs, (d) participating in the lputeporting of any financial or operating resthiat was impacted by the
participant’s knowing or intentional fraudulentitbegal conduct; (e) accepting employment with, @idgg a 5% or more equity or
participation interest in, serving as a consultadtjisor, director or agent of, directly or indiffgcsoliciting or recruiting any
employee of the Company who was employed at ang tioting the participarg’tenure with the Company, or otherwise assistii
any other capacity or manner any company or engerinat is directly or indirectly in competitioritivor acting against the
interests of the Company or any of its lines ofibess (a “competitor”), except for (A) any isolatsgoradic accommodation or
assistance provided to a competitor, at its reqbgshe participant during the participant’s teswith the Company, but only if
provided in the good faith and reasonable beliaf fuch action would benefit the Company by prongpgood business relations
with the competitor and would not harm the Comparigterests in any substantial manner or (B) ahgroservice or assistance t
is provided at the request or with the written piegion of the Company, (f) disclosing or misusimy aonfidential information or
material concerning the Company, (g) engagingliommting, assisting or otherwise participating inastile takeover attempt of t
Company or any other transaction or proxy contestt ¢ould reasonably be expected to result in arfgh of control” (as defined in
the Company’s stock incentive plan then in effect) approved by the Board of Directors of the Conypar (h) making any
statement or disclosing any information to any aomrs, suppliers, lessors, lessees, licensorsskes, regulators, employees or
others with whom the Company engages in businegsslilefamatory or derogatory with respect tolthginess, operations,
technology, management, or other employees of tmegany, or taking any other action that could reabty be expected to injure
the Company in its business relationships with @irthe foregoing parties or result in any otheridetntal effect on the Company,
then his or her participation in the Plan shalbautically terminate effective on the date on whttoh participant engages in such
activity and (i) all cash acquired by the particippursuant to the Plan shall be returned to thagamy, (ii) any shares of common
stock acquired by the participant pursuant to tla@ Por other securities into which such sharesHh@en converted or exchanged)
shall be returned to the Compe
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10.

11.

12.

13.

14.

or, if no longer held by the participant, the papant shall pay to the Company, without interalitcash, securities or other assets
received by the participant upon the sale or temsf such stock or securities, and (i) any shaerestricted stock or unvested
restricted stock units acquired by the particigansuant to the Plan shall be forfeit

(b) If the participant owes any amount to the Conypander Section 8(a) above, the participant ackedges that the Company may,
to the fullest extent permitted by applicable la@duct such amount from any amounts the Company tveeparticipant from time
to time for any reason (including without limitatiamounts owed to the participant as salary, wagespursements or other
compensation, fringe benefits, retirement benefitgacation pay). Whether or not the Company electeake any such set-off in
whole or in part, if the Company does not recowenteans of set-off the full amount the participawes it, the participant shall be
obligated to pay immediately the unpaid balancdéoCompany

(c) The participant may be released from the padint’s obligations under Sections 8(a) and (b)vabanly if the Committee
determines in its sole discretion that such adgdn the best interests of the Compa

(d) In addition to the provisions of Section 8(afldb), any incentive bonuses granted under tlaia Bie subject to the Compasiyight
of recoupment (0" clawbacl”) policy as provided in its Corporate Governance @lines.

(e) For purposes of this Section 8, all refererioghe “Company” shall mean CenturyLink, Inc.,stssidiaries and their respective
successors, unless the context otherwise req

Employee Rights Under the PI. Nothing in this Plan shall be construed

(a) grant any officer of the Company any claim or righbe granted an award under this P
(b) limit in any way the right of the Company to termie a participa’s employment with the Company at any time

(c) be evidence of any agreement or understandipress or implied, that the Company will emplgyasticipant in any particular
position or at any particular rate of remunerat

Assignments and Transfe. A participant may not assign, encumber, or tranikis or her rights and interests under the F

Amendment and Terminatiomhe Committee may amend, suspend or terminatBldreat any time in its sole and absolute diszneti
Any amendment or termination of the Plan shall hotyever, affect the right of a participant to igeeany earned but unpaid incentive
bonus.

Withholding of TaxesThe Company shall deduct from the amount of asgtive bonus paid hereunder any federal or sates
required to be withhelc

Term of Plan The Plan applies to each of the five calendarsydaring the period beginning January 1, 2015eing December 31,
2019, unless terminated earlier by the Commi

Performanc®ased Compensation under Section 162(m) of thenat&evenue Codelt is the intent of the Company that the Plan and
any incentive bonuses paid to participants whamarmay become persons whose compensation is subj8eiction 162(m) satisfy any
applicable requirements to be treated as qualffextbrmance-based compensation under Section 16Z{m)provisions of this Plan may
at any time be bifurcated by the Board or the Cottermiso that certain provisions of the Plan or ganyicular incentive bonus intended to
satisfy the applicable requirements of Section &f§2re only applicable to persons whose compemséisubject to Section 162(m) of
the Code. Nothing in this Plan precludes the Comfiaam making additional payments or special awdods participant outside of the
Plan that may or may not qualify as “performancedol compensation under Section 162(m), providatighch payment or award does
not affect the qualification of any incentive bomasd or payable under the Plan intended t*performanc-base” compensatior
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15.

16.

Section 409A of the Internal Revenue Collés intended that incentive bonus payments atite Plan qualify as short-term deferrals

exempt from the requirements of Section 409A ofithiernal Revenue Code, as amended, and the remdatnd guidance promulgated
thereunder (“_Section 409A. In the event that any incentive bonus paymergsdnot qualify for treatment as an exempt shont-te
deferral, it is intended that such amount will laédpn a manner that satisfies the requiremenection 409A. The Plan shall be
interpreted and construed according

No Vested Interest or Rigl. Notwithstanding anything to the contrary her@ihno time before the actual payout of an incertimeus to

any participant under the Plan shall any partidipacrue any vested interest or right whatsoevdeuthe Plan, and the Company shall
have no obligation to treat participants identicalhder the Plar

* * * * * * *
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INDEX TO ANNUAL FINANCIAL REPORT
December 31, 2014

The materials included in this Appendix B are egtat from Items 5, 6, 7 and 8 of our Annual ReporForm 10-K for the year ended
December 31, 2014. We filed the Forn-K with the Securities and Exchange Commissionelrirary 24, 2015, and have not updated any of
the following excepted materials for any changedewelopments since such date. Please see the Ebi#rfor additional information about
our business and operations.

Information On Our Trading Price And Dividen B-3
Selected Financial Da B-4
Managemer's Discussion And Analysis Of Financial ConditiondAResults Of Operatior B-6
Consolidated Financial Statements And Supplemematg B-35
Report of Independent Registered Public Accourféing B-35
Report of Independent Registered Public Accourféinm B-36
Consolidated Statements of Operati B-37
Consolidated Statements of Comprehensive (Loss)ie B-38
Consolidated Balance She B-39
Consolidated Statements of Cash Fl B-40
Consolidated Statements of Stockhol’ Equity B-41
Notes to Consolidated Financial Statemel B-42

* All references t¢‘Note¢” in this Appendix B 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.

Cash Dividenc

Sales Price
per

High Low Common Share
2014
First quartel $32.9¢ 27.9¢ 0.54(
Second quarte 38.21 32.4¢ 0.54(
Third quartel 45.61 35.7( 0.54(
Fourth quarte 41.9¢ 37.5¢€ 0.54(
2013
First quartel $42.01 32.0¢ 0.54(
Second quarte 38.4( 33.8: 0.54(
Third quartel 36.4¢ 31.21 0.54(
Fourth quarte 34.1¢ 29.9:¢ 0.54(

Dividends on common stock during 2014 and 2013 ypaid each quarter. On February 23, 2015, our BoBRirectors declared a
common stock dividend of $0.54 per share.

As described in greater detail in Item 1A of oumiial Report on Form 10-K for the year ended Decer8he2014, 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 17, 2015, there were approximately 0d® stockholders of record, although there wereifsagintly more beneficial holders
of our common stock. At February 17, 2015, theinlpstock price of our common stock was $39.23.
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SELECTED FINANCIAL DATA

The following tables of selected consolidated firiahdata should be read in conjunction with, arelqualified by reference to, our
consolidated financial statements and notes thérdtem 8 of our Annual Report on Form 10-K foetpear ended December 31, 2014 and
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations” in Item 7 of &nnual Report on Form 10-K for
the year ended December 31, 2014.

The tables of selected financial data shown bel@ndarived from our audited consolidated finanstatements. These historical results
are not necessarily indicative of results that gan expect for any future period.

The results of operations include Sawvis for pesiafter July 15, 2011 and Qwest Communicationgtateonal Inc. (“Qwest”) for
periods after April 1, 2011.

Selected financial information from our consolidhtatements of operations data is as follows:

Years Ended December 31(1)
2014 20130) 2012 2011 2010
(Dollars in millions, except per share amount:
and shares in thousands)

Operating revenue $ 18,03 18,09t 18,37¢ 15,351 7,04
Operating expense 15,62 16,64: 15,66: 13,32¢ 4,98
Operating incom $ 2,41 1,45:¢ 2,718 2,02¢ 2,06(
Income before income tax exper 1,11C 224 1,25( 94¢ 1,531
Net income (loss 772 (239) 777 573 94¢
Basic earnings (loss) per common sk 1.3¢ (0.40 1.2t 1.07 3.13
Diluted earnings (loss) per common sh 1.3¢ (0.40 1.2¢ 1.07 3.13
Dividends declared per common sh 2.1¢ 2.1¢ 2.9C 2.9C 2.9C
Weighted average basic common shares outstal 568,43! 600,89: 620,20! 532,78( 300,61¢
Weighted average diluted common shares outstat 569,73¢ 600,89: 622,28! 534,12: 301,29°

(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, 2014 for a discussion of unusual itemsctffg the results for the years
ended December 31, 2014, 2013 and 2

(2) During 2014, we recognized a $60 million tax &t associated with a worthless stock deducttorttie tax basis in a wholly-owned
foreign subsidiary and a $63 million pension setttat charge. For additional information, see Nate-Quarterly Financial Data
(Unaudited) to our consolidated financial statera@mt¢luded in Item 8 of our Annual Report on ForaKLfor the year ended
December 31, 201

(3) During 2013, we recorded a non-cash, non-taludible goodwill impairment charge of $1.092 litlifor goodwill attributed to our then
hosting segment (now business) and a litigatioteseent charge of $235 milliol

Selected financial information from our consolidhbmlance sheets data is as follows:

As of December 31

2014 2013 2012 2011 2010
(Dollars in millions)
Net property, plant and equipme $18,43: 18,64¢ 18,90¢ 19,36: 8,75¢
Goodwill 20,75t 20,67 21,627 21,627 10,26:
Total asset 50,147 51,787 53,94( 55,96: 22,03¢
Total lon¢-term deb1@ 20,67. 20,96¢ 20,60¢ 21,83¢ 7,32¢
Total stockholder equity@ 15,02: 17,197 19,28¢ 20,82} 9,64
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(1) We recorded a non-cash, non-tax-deductible gdbinpairment charge of $1.092 billion during 29for goodwill attributed to our then
hosting segmen

(2) Total long-term debt is the sum of current miéis of long-term debt and long-term debt on comsolidated balance sheets. For total
contractual obligations, see “Management’s Disarsaind Analysis of Financial Condition and Resoft©perations—Future
Contractual Obligatior” in Item 7 of our Annual Report on Form-K for the year ended December 31, 2C

Selected financial information from our consolidhgtatements of cash flows data is as follows:

Years Ended December 31

2014 2013 2012 2011 2010
(Dollars in millions)
Net cash provided by operating activit $ 5,18¢ 5,55¢ 6,06° 4,201 2,04t
Net cash used in investing activiti (3,077) (3,149 (2,690 (3,647 (859)
Net cash used in financing activiti (2,15 (2,459 (3,29 (577 (1,179
Payments for property, plant and equipment andalapgd software (3,047 (3,049 (2,919 (2,41) (8649

The following table presents certain of our seléatperational metrics:

As of December 31
2014 2013 2012 2011 2010
(in thousands except for data centers, whic
are actuals)

Operational metrics

Total broadband subscribe® 6,08: 5,991 5,851 5,655 2,34¢
Total access line® 12,39« 13,00: 13,75. 14,587 6,48¢
Total data centei@ 58 55 54 51 —

(1) Broadband subscribers are customers that psedhigh-speed Internet connection service throhein éxisting telephone lines, stand-
alone telephone lines, or fiber-optic cables, awkss lines are lines reaching from the custonpeeshises to a connection with the
public network. Our methodology for counting ouoadband subscribers and access lines includegtordg lines that we use to provide
services to external customers and excludes lised solely by us and our affiliates. It also exekidnbundled loops and includes stand-
alone broadband subscribers. We count lines wheinstall the service

(2) We define a data center as any facility wheeemvarket, sell and deliver either colocation sewjenultitenant managed services, or b
Our data centers are located throughout North AsaeEurope and Asii
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Certain statements in this Appendix B constitutesdod-looking statements. See “Special Note RegaydHorward-Looking Statements
and Related Matters” in Item 1 of our Annual RepamtForm 10-K for the year ended December 31, 20t factors relating to these
statements and “Risk Factors” in Item 1A of our AahReport on Form 16 for the year ended December 31, 2014 for a disionsof certair
risk factors applicable to our business, finanaahdition, results of operations, liquidity or ppets.

OVERVIEW

We are an integrated communications company engag@arily in providing an array of communicatioservices to our residential,
business, governmental and wholesale customersc@umunications services include local and longadise, broadband, private line
(including special access), Multi-Protocol Labelighing (“MPLS”), data integration, managed host{including cloud hosting), colocation,
Ethernet, network access, video, wireless and a@theiflary services. We strive to maintain our ousér relationships by, among other things,
bundling our service offerings to provide our cuséss with a complete offering of integrated comngations services.

At December 31, 2014, we operated approximatelg aflllion access lines in 37 states, served apprately 6.1 million broadband
subscribers, and operated 58 data centers throtilooth America, Europe and Asia. Our methodolagydounting access lines, broadband
subscribers and data centers, which is describ#uefuin the operational metrics table below uri@Rsults of Operations”, may not be
comparable to those of other companies.

Our consolidated financial statements include ttemants of CenturyLink, Inc. (“CenturyLink”) andsitajority-owned subsidiaries.

Effective November 1, 2014, we implemented a neyanizational structure designed to strengthen bilityato attain our operational,
strategic and financial goals. Prior to this reoigation, we operated and reported as four segmemtsumer, business, wholesale and hos
As a result of this reorganization, we now opeeatd report the following two segments in our coitisted financial statements:

. Business Consists generally of providing strategic, legang data integration products and services to jtiger, wholesale and
governmental customers, including other commuroeggiroviders. Our strategic products and servitieseax to these customers
include our private line (including special accesspadband, Ethernet, MPLS, Voice over Internetétol (“VolP”), network
management services, colocation, managed hostohgland hosting services. Our legacy services eff¢o these customers
primarily include switched access, long-distancel local services, including the sale of unbundietivork elements (“UNES")
which allow our wholesale customers to use our ngtver a combination of our network and their ovetworks to provide voice
and data services to their customers;

. Consumer.Consists generally of providing strategic and éggaroducts and services to residential custon@us strategic
products and services offered to these customelsda our broadband, wireless and video servioetiding our Prism TV
services. Our legacy services offered to theseomests include local and lo-distance service:
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1)

(2)

1)

(2)

RESULTS OF OPERATIONS
The following table summarizes the results of camswolidated operations for the years ended DeceBihet014, 2013 and 2012:

Years Ended December 31
2014 2013 2012
(Dollars in millions except

per share amounts)

Operating revenue $18,03: 18,09: 18,37¢
Operating expenst 15,62: 16,64: 15,66
Operating incom: 2,41( 1,452 2,71
Other expense, n 1,30(C 1,22¢ 1,46
Income tax expens 33¢ 465 473
Net income (loss $ 77z (239 777

Basic earnings (loss) per common sk $ 1.3¢ (0.40) 1.2t

Diluted earnings (loss) per common sh $ 1.3¢ (0.40) 1.2t

During 2014, we recognized a $60 million taxé#t associated with a worthless stock deductarrte tax basis in a wholly-owned
foreign subsidiary and a $63 million pension setgat charge. For additional information, see Nate-Quarterly Financial Data
(Unaudited) to our consolidated financial statermémtluded in Item 8 of our Annual Report on FortaKlL for the year ended
December 31, 201.

During 2013, we recorded a non-cash, non-takudible goodwill impairment charge of $1.092 hiflifor goodwill attributed to our then
hosting (now business) segment and a litigatiotheseent charge of $235 milliol

The following table summarizes our broadband suibsis, access lines, data centers and number dbgegs:

As of December 31
2014 2013 2012
(in thousands except for datz
centers, which are actuals

Operational metrics

Total broadband subscribe®) 6,082 5,991 5,851
Total access line® 12,39: 13,00z 13,75:
Total data centei@ 58 55 54
Total employee 45 47 47

Broadband subscribers are customers that psedhigh-speed Internet connection service throbgin éxisting telephone lines, stand-
alone telephone lines, or fiber-optic cables, awkss lines are lines reaching from the custonpeeshises to a connection with the
public network. Our methodology for counting ouo&dband subscribers and access lines includegtaordg lines that we use to provide
services to external customers and excludes lised solely by us and our affiliates. It also exelkidnbundled loops and includes stand:
alone broadband subscribers. We count lines wheinstall the service

We define a data center as any facility wheeemvarket, sell and deliver either colocation s&wjenultitenant managed services, or b
Our data centers are located throughout North AsaeEurope and Asii

During the last decade, we have experienced revéecimes primarily due to declines in access lisestched access rates and minutes

of use. To mitigate these declines, we remain fedus efforts to, among other things:

. promote lon-term relationships with our customers through bungdbf integrated service
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provide a wide array of diverse services, includindglitional services that may become availabléénfaiture due to, among other
things, advances in technology or improvementaumimfrastructure

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

increase prices on our products and services ifrdreh practicable

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), MPLS (which is a datavagking
technology that can deliver the quality of serviegquired to support redime voice and video), hosting (including cloud tirag and
managed hosting), colocation, Ethernet, video (idiclg our facilitiesbased video services, which we now offer in fourte®rkets
and our commissions on satellite service), VolP dadzon Wireless service

Legacy service, which include primarily local, long-distance, sefied access, Integrated Services Digital Netwd&ON")
(which uses regular telephone lines to supportejoitdeo and data applications), and traditionaenarea network (“WAN")
services (which allow a local communications nettorlink to networks in remote location:

Data integration, which includes the sale of telecommunicationsmgent located on customers’ premises and relatefggsional
services, such as network management, installatidnmaintenance of data equipment and buildingagnetary fiber-optic
broadband networks for our business customers

Other revenuesyhich consists primarily of Universal Service FUtidSF”) support and USF surcharges. We receive bedbral
and state USF support, which are government sudssasigned to reimburse us for the portion ottst of providing certain
telecommunications services, such as in kigst rural areas, that we are not able to recowen bur customers. USF surcharges
the amounts we collect based on specific itemsst@h our customers invoices to fund the FCC’'wversal service programs.
Unlike the first three revenue categories, otheemeies are not included in our segment rever

The following tables summarize our operating rewsnecorded under our four revenue categories:

Years Ended

December 31, Increase / %
2014 2013 (Decrease Change
(Dollars in millions)
Strategic service $ 9,20( 8,82: 377 4%
Legacy service 7,13¢ 7,61¢ (47¢) (6)%
Data integratior 69C 65€ 34 5%
Other 1,00z 1,00( 3 — %
Total operating revenut $18,03: 18,09t (64) — %

B-8



Table of Contents

Years Ended

December 31 Increase / %
2013 2012 (Decrease Change
(Dollars in millions)
Strategic service $ 8,82 8,421 39€ 5%
Legacy service 7,61¢ 8,221 (605) (M%
Data integratior 65€ 672 (16) (2)%
Other 1,00(C 1,05¢ (56) (5)%
Total operating revenut $18,09¢ 18,37¢ (287) (2)%

Our total operating revenues decreased by $64omjlbr less than 1%, for the year ended Decemhe2@®M as compared to the year
ended December 31, 2013 and operating revenuesadedt by $281 million, or 2%, for the year endedebwber 31, 2013 as compared to the
year ended December 31, 2012. The decline in resefur both periods was primarily due to lower [Bgservices revenues, which decree
by $478 million, or 6%, and $605 million, or 7%r the respective periods. The decline in revenafsats the continuing loss of access lines
and loss of access revenue primarily due to th@atiement of traditional wireline telephone sersibg other competitive products and
services, including internet and wireless commurooaservices. At December 31, 2014, we had apprateély 12.4 million access lines, or
approximately 4.7% less than the number of acdess ve operated at December 31, 2013. At DeceBhe2013, we had approximately
13.0 million access lines, or approximately 5.4%slthan the number of access lines we operatedaariber 31, 2012. We estimate that the
rate of our access lines losses will be betwee¥4add 5.0% over the full year of 2015. The growtlour strategic services revenues for both
periods was primarily due to increases in broadpBtiiernet, MPLS, facilities-based video and hasfarvices, which were substantially
offset by a decline in private line (including sgg@@ccess) services. Data integration revenueghndre typically more volatile than our other
sources of revenues, increased by $34 million %y f6r the year ended December 31, 2014 as compatbe year ended December 31, 2013
primarily due to several large sales of customense equipment to governmental and business cassoend related professional services in
2014. Data integration decreased by $16 milliorR%r for the year ended December 31, 2013 as cadparhe year ended December 31,
2012 primarily due to declines in governmental saled professional services, which were partidliged by an increase in maintenance
services. Other operating revenues increased éoyehr ended December 31, 2014 as compared tethheyded December 31, 2013 primarily
due to higher USF surcharge revenues related teased universal service fund contribution fact@ther revenues decreased by $56 million.
or 5%, for the year ended December 31, 2013 as amdpo the year ended December 31, 2012 primduigdyto USF surcharge rate reducti

We are aggressively marketing our strategic sesviceluding our hosting services) to offset thatoaing declines in our legacy
services revenues.

Due to potential differences in the accountingttresnt, our future federal USF support revenuesccbalmaterially impacted whether
elect to receive or reject any specific opport@sitio construct additional broadband service pfanhserved portions of our service areas u
Phase 2 of the Federal Communications Commiss{tiRGC") Connect America Fund (“CAF") program. Failditional information about the
potential revenue impact of the CAF Phase 2 progsam the discussion below in “Liquidity and CapRasources—Connect America Fund.”

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 amortizationare expenses incurred in providing products andes
to our customers. These expenses include: emf-related expense
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directly attributable to operating and maintainmg network (such as salaries, wages, benefitpesfdssional fees); facilities
expenses (which include third-party telecommun@etiexpenses we incur for using other carriersvoiks to provide services to

our customers); rents and utilities expenses; e sales expenses (such as data integration afdenmexpenses); payments to

universal service funds (which are federal ancesiatds that are established to promote the avktijabf telecommunications
services to all consumers at reasonable and afftedates, among other things, and to which weoftem required to contribute);
litigation expenses associated with our operatiand;other expenses directly related to our opmratianc

. Selling, general and administrative expenaescorporate overhead and other operating expenisese expenses include:
employee-related expenses (such as salaries, watgraal commissions, benefits and professioneg)elirectly attributable to
selling products or services and employee-relaxpemses for administrative functions; marketing addertising; property and
other operating taxes and fees; external commisslitigation expenses associated with generalergtbad debt expense; and

other selling, general and administrative exper
These expense classifications may not be compatalti@se of other companies.

The following tables summarize our operating exgens

Years Ended

December 31 Increase / %
2014 2013 (Decrease Change
(Dollars in millions)
Cost of services and products (exclusive of depteei and amortizatior $ 7,84¢ 7,501 33¢ 5%
Selling, general and administrati 3,341 3,50z (15%) @)%
Depreciation and amortizatic 4,42¢ 4,541 (119 (2)%
Impairment of goodwil — 1,092 (1,099 nm
Total operating expens $15,62: 16,64: (1,027 (6)%
Years Ended
December 31, Increase / %
2013 2012 (Decrease Change
(Dollars in millions)
Cost of services and products (exclusive of depteei and amortizatior $ 7,501 7,63¢ (132 (2)%
Selling, general and administrati 3,50z 3,24¢ 25¢ 8 %
Depreciation and amortizatic 4,541 4,78( (239 (5)%
Impairment of goodwil 1,092 — 1,092 nm
Total operating expens $16,64: 15,66 97¢ 6 %

nm—Attributing changes in impairment of goodwillttee 2013 goodwill impairment charge are conside@dneaningful.

The decrease in total operating expenses of $hilitin for fiscal 2014 over fiscal 2013 was sulgtally impacted by a goodwill
impairment charge of $1.092 billion and a charg&285 million in connection with a litigation setthent recorded in 2013. Excluding the
effects of this goodwill impairment charge andylitiion charge, total operating expenses for the gieded December 31, 2014 increased by
$306 million, or 2%, as compared to the year erldedember 31, 2013. The increase was primarilybattable to increases in employestatec
costs, customer premise equipment installationnaaititenance costs, facility costs, network expemgkereal estate and power costs. These

increases were partially offset by lower amortimatexpense. In
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the fourth quarter of 2014, we recorded $63 millidrexpense associated with lump sum paymentsrioeiovested employees in settlement of
future pension benefits. For additional informat@mnthe pension plan settlement accounting, see RetEmployee Benefits to our
consolidated financial statements in Iltem 8 of Annual Report on Form 10-K for the year ended Ddpem31, 2014.

The increase in total operating expenses of $9Tmfor fiscal 2013 over fiscal 2012 was subsialh impacted by a goodwill
impairment charge of $1.092 billion and a charg&285 million in connection with a litigation setthent recorded in 2013. Excluding the
effects of the goodwill impairment charge and &tign charge, total operating expenses for the geded December 31, 2013 decreased by
$348 million, or 2%, as compared to the year eridecember 31, 2012. The decrease was primarilyatable to lower depreciation and
amortization expense and lower employee-relatetscbad debt expense and customer premise equipnstéaitation and maintenance costs,
which were partially offset by increases in fagilitosts, network expense and real estate and prnsés.

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

Cost of services and products (exclusive of deptiri and amortization) increased by $339 milli@n5%, for the year ended
December 31, 2014 as compared to the year endeshiber 31, 2013 primarily due to increases in engdeelated costs (which was
significantly impacted by the above noted lump qaemsion payments), customer premise equipmentlatia expenses related to the
increase in data integration revenues, facility aetivork costs, real estate and power costs asthPrV programming expenses. Cost of
services and products (exclusive of depreciati@hamortization) decreased by $132 million, or 266,the year ended December 31, 2013 as
compared to the year ended December 31, 2012 piyndae to decreases in professional fees, cust@menise equipment installation and
maintenance costs and employee-related costs. Teeseases were partially offset by increasesdifitiacosts, network expenses and real
estate and power costs.

Selling, General and Administrative

Selling, general and administrative expenses dsetehy $155 million, or 4%, for the year ended Delwer 31, 2014 as compared to the
year ended December 31, 2013 primarily due to lloeé-mentioned $235 million decrease in legal resefraa the prior year's litigation
settlement. The decrease was partially offset byeses in employee-related costs (including segereosts), insurance expense and
impairment charges related to office buildings swid currently being held for sale. Selling, geharal administrative expenses increased by
$258 million, or 8%, for the year ended December2Bil3 as compared to the year ended Decembe032,@imarily due to a charge of $Z
million in connection with the above-mentionedgétion settlement. The increase was also attribigtéttreases in employee-related costs,
professional fees and external commissions, whietewartially offset by a decrease in bad debt es@eror all periods presented, our
expenses include the transaction, severance aggtation expenses related to our acquisitions 2008, including the Qwest
Communications International Inc. (“Qwest”), Sav\ix. (“Savvis”) and Embarg Corporation (“Embar@bquisitions.
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Non-recurring Operating Expenses Related to Acquisions

We have incurred certain non-recurring operatingeases related to our acquisitions since 2009y diiry our acquisitions of Embarq in
July 2009, Qwest in April 2011 and Savvis in JUDL2. These expenses are reflected in cost of ssraind products and selling, general and
administrative expenses in our consolidated statésref operations, as summarized below.

Years Ended
December 31,
(Dollars in millions)

Cost of services and produc

Integration and other expenses associated withigiiqos $15 15 22
Total $15 15 22
Selling, general and administrati\
Integration and other expenses associated withigitiqns $36 28 25
Severance expenses, accelerated recognition cfishaed awards and retention compensation assouwvite
acquisitions = 10 36
Total $36 38 61

Based on current plans and information, we estimatelation to our Qwest acquisition, total integon, severance and retention
expenses to be between $600 million to $625 milfi@hich includes approximately $562 million of culative expenses incurred through
December 31, 2014) and our capital expenditurescaged with integration activities will approxinea$150 million (which includes
approximately $128 million of cumulative capitalpexditures incurred through December 31, 2014)aWieipate that the amount of our
integration costs in future years will vary subsily based on integration activities conductediniy those periods and could in certain cases
be higher than those incurred by us during the gaded December 31, 2014.

Depreciation and Amortization
The following tables provide detail of our depreicia and amortization expense:

Years Ended

December 31 Increase / %
2014 2013 (Decrease Change
(Dollars in millions)
Depreciatior $2,95¢ 2,95: 6 — %
Amortization 1,47(C 1,58¢ (119 (7%
Total depreciation and amortizati $4,42¢ 4,541 (119) (2)%
Years Ended
December 31 Increase / %
2013 2012 (Decrease Change
(Dollars in millions)
Depreciatior $2,95: 3,07(C (11¢) (4)%
Amortization 1,58¢ 1,71( (127) (7%
Total depreciation and amortizati $4,541 4,78( (239) (5)%

Annual depreciation expense is impacted by sevVacabrs, including changes in our depreciable basts, changes in our estimates of
the remaining economic life of certain assets &edaddition of new plant. Depreciation expensegased by $6 million, or less than 1%, for
the year ended December 31, 2014 as compared ye#nended December 31, 2013. The 2014 deprati@xjpense was higher than the
respective prior period depreciation expense duete plant additions in 2014 and changes in thienastd lives of certain property, plant and
equipment, which was partially offset by our plaging and becoming fully depreciated or

B-12



Table of Contents

retired. During January 2014, we implemented chamgestimates that reduced the remaining econtiveie of certain switch and circuit
network equipment, which resulted in increased 2idual depreciation expense. Additionally, we ndgedeveloped a plan to migrate
customers from one of our networks to another betwbe fourth quarter of 2014 and the fourth quart@015. As a result, we implemented
changes in estimates that reduced the remainingpetio lives of certain network assets. These changgulted in an increase in depreciation
expense of approximately $90 million for the yeaded December 31, 2014 and is expected to resatt increase of approximately $48
million for 2015 relative to these certain assBispreciation expense decreased $118 million, orfdfthe year ended December 31, 2013 as
compared to the year ended December 31, 2012. Ot& @& preciation expense was lower than the raspgmtor period depreciation expense
due to our plant aging and becoming fully depredatr retired, which was patrtially offset by nevantl additions in 2013. For more
information about the changes in our estimates®fémaining economic lives of these assets, sé& NeBasis of Presentation to our
consolidated financial statements in Iltem 8 of Annual Report on Form 10-K for the year ended Ddpem31, 2014.

Amortization expense decreased by $119 milliory;%ry for the year ended December 31, 2014 as compatbe year ended
December 31, 2013. The decrease was due to thef aseelerated amortization methods for a portibthe customer relationship assets
acquired in connection with the acquisitions of Emtpin 2009 and Qwest in 2011. These annual deckne expected to continue.
Additionally, amortization expense declined dusdaftware becoming fully amortized faster than neWvgare is acquired, which was partially
offset by increased amortization resulting fromrades in the estimate of the remaining economiclifethe Savvis trade name and certain
cloud software. Amortization expense decreasedly $nillion, or 7%, for the year ended December28iIL3 as compared to the year ended
December 31, 2012. The decrease was due to the-abertioned use of accelerated amortization metfoyds portion of the customer
relationship assets acquired in connection withBhiarg and Qwest acquisitions. Additionally aneation expense declined due to software
becoming fully amortized faster than new softwaradquired, which was partially offset by the abowentioned increase resulting from
changes in the estimate of the remaining econares bf the Savvis trade name and certain cloutiveoé. For more information about the
changes in our estimates of the remaining econbweas of these assets, see Note 1—Basis of Pré&enta our consolidated financial
statements in Item 8 of our Annual Report on Fof¥Klfor the year ended December 31, 2014.

Further analysis of our operating expenses by segim@rovided below in “Segment Results.”

Goodwill Impairment

During our 2013 annual goodwill impairment assesgmee concluded the carrying value of goodwilligsed to our then hosting
reporting unit exceeded its estimated implied ¥alue by $1.092 billion. The decline in our therstiog reporting unit's estimated fair value
was the result of slower than previously projectadenue and margin growth and greater than antespeompetitive pressures.

For additional information on the risk associatéthuntangible assets, see “Critical Accountingi€ies and Estimates-Goodwill,
Customer Relationships and Other Intangibles ASsetew and “Risk Factors” in Item 1A of our Annudkeport on Form 10-K for the year
ended December 31, 2014.

Further analysis of our operating expenses by segim@rovided below in “Segment Results.”
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Other Consolidated Results
The following tables summarize our total other exg® net and income tax expense:

Years Ended

December 31 Increase / %
2014 2013 (Decrease Change
(Dollars in millions)
Interest expens $(1,317) (1,299 13 1%
Net gain on early retirement of de — 10 (10 100%
Other income, ne 11 59 (48) (81)%
Total other expense, n $(1,300) (1,229 71 6 %
Income tax expens $ 33¢ 465 (12%) 27)%
Years Ended
December 31, Increase / %
2013 2012 (Decrease Change
(Dollars in millions)
Interest expens $(1,29¢) (1,319 (21) (2)%
Net gain (loss) on early retirement of d 1C 79 18¢ 106%
Other income, ne 59 35 24 69 %
Total other expense, n $(1,229) (1,467) (239 (16)%
Income tax expens $ 46: 473 (20 (2)%

Interest Expense

Interest expense increased by $13 million, or I9tHe year ended December 31, 2014 as compatbd t@ar ended December 31,
2013 primarily due to a reduction in the amorti@atof debt premiums, which were partially offsettbg reversal of certain tax interest rese
and increased capitalized interest. Interest expdasreased by $21 million, or 2%, for the yearendecember 31, 2013 as compared to the
year ended December 31, 2012 primarily due to @t@mnount of average debt outstanding along witlefdnterest rates, which were partic
offset by a reduction in the amortization of detgmiums.

Net Gain or Loss on Early Retirement of Debt

In the fourth quarter of 2013, Qwest Communicatibriernational Inc. (“QCII") redeemed its outstamglidebt securities, which resulted
in a gain of $10 million.

In the second quarter of 2012, our subsidiariesd&mbnd Qwest Corporation (“QC”) completed premipinced cash tender offers for
the purchase of certain of their respective outtandebt securities, resulting in an aggregats ¢ds5190 million. Also in the second quarte
2012, our subsidiaries Embarg and QCII redeemedinesf their respective outstanding debt securitwich resulted in a net loss of
$9 million.

During 2012, QCII and QC redeemed certain of thatstanding debt securities, which resulted inggregate gain of $20 million.

Other Income, Net

Other income, net reflects certain items not diyeetlated to our core operations, including ouarshof income from our 49% interest |
cellular partnership, interest income, gains arsdds from norperating asset dispositions and foreign curreréysgand losses. Other incoi
net decreased by $48 million, or 81%, for the yerated December 31, 2014 as compared to the yead &etember 31, 2013 primarily due
a second quarter of 2014 impairment charge of $illibmrecorded in connection with the then pendsade of our 700 MHz A-Block wireless
spectrum licenses and a $32 million gain on the shlireless spectrum in the first quarter of 203 sale of our 700 MHz Block wireless
spectrum licenses closed on November 3, 2014, ancteeived $39 million in cash in the aggregatbe®income, net increased by $24
million, or 69%, for the
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year ended December 31, 2013 as compared to theydad December 31, 2012 primarily due to the e-mentioned $32 million gain on the
sale of wireless spectrum in January 2013, whick lager than the gain on sale of auction ratergg@irecognized in 2012.

Income Tax Expense

Income tax expense decreased by $125 million ®ytar ended December 31, 2014 as compared te#negded December 31, 2013.
Our income tax expense for the year ended DeceB81he&2013 decreased by $10 million from the amofortthe comparable prior year. For
the years ended December 31, 2014, 2013 and 204 2ffective income tax rate was 30.5%, 206.7% 23h8%, respectively. The effective
rate for the year ended December 31, 2014, refee$80 million tax benefit associated with a watisl stock deduction for the tax basis in a
wholly-owned foreign subsidiary as a result of depments in bankruptcy proceedings involving itlesasset, an indirect investment in
KPNQwest, N.V. The subsidiary was acquired as gfattie acquisition of Qwest and we assigned itaiovalue in the acquisition due to the
bankruptcy proceedings, which were then ongoing 8ffective tax rate for the year ended DecembgeP@14 also reflects a $13 million tax
decrease due to changes in state taxes causegdrtiapment changes, state tax rate changes arah#mges in the expected utilization of net
operating losses (“NOLs"). The rate also reflebts absence of tax benefits from the impairmentdigigosition of our 700 MHz A-Block
wireless spectrum licenses in 2014, because wedatiéely to generate income of a character reguito realize a tax benefit from the loss on
disposition during the period permitted by law fititization of that loss. The 2013 effective taxeraeflects the impacts of the $1.092 billion
non-deductible goodwill impairment and of an unfialale accounting adjustment of $17 million relatedon-deductible life insurance costs.
The 2013 tax expense also includes the impactdafaable settlement with the Internal RevenueriSer(“IRS”) of $33 million and a
favorable adjustment of $22 million related to theersal of liabilities for uncertain tax positiof$e 2012 effective tax rate reflects the
$16 million reversal of a valuation allowance rethto the auction rate securities we sold in 2@1®12 million benefit related to state NOLs
net of valuation allowance, and a $6 million exgeassociated with reversing a receivable relatgetimds that have been effectively settled
with the IRS. See Note 11—Income Taxes to our dafeted financial statements in Item 8 of our AninRaport on Form 10-K for the year
ended December 31, 2014 and “Critical AccountinticRs and Estimates—Income Taxes” below for adddi information.

Segment Results
The results for our business and consumer segraemnsummarized below for the years ended Decenihe&d034, 2013 and 2012:

Years Ended December 31

2014 2013 2012
(Dollars in millions)
Total segment revenu $17,02¢ 17,09¢ 17,32(
Total segment expens 8,50¢ 8,16\ 8,14
Total segment incomr $ 8,51¢ 8,92¢ 9,17:¢
Total margin percentag 50% 52% 53%
Business
Revenue: $11,03¢ 11,09: 11,15¢
Expense! 6,08¢ 5,80¢ 5,72¢
Income $ 4,94¢ 5,28t 5,427
Margin percentag 45% 48% 49%
Consumer
Revenue! $ 5,99/ 6,00 6,16¢
Expense! 2,42( 2,35¢ 2,41¢
Income $ 3,574 3,64t 3,74¢
Margin percentag 60% 61% 61%
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Recent Changes in Segment Reporting

We have recast our previously reported segmenttsesue to the reorganization of our business. Sé¢gment recast resulted in increases
in consumer segment expenses and decreases ir$sisggment expenses for the years ended Deceint#13 and 2012. The nature of the
most significant changes to segment expenses dod@ss:

. Certain business segment expenses were reass@oedsumer segment expense;
. Certain business segment expenses were reass@oerpbrate overhea

For the years ended December 31, 2013 and 2018etiment recast resulted in an increase in consexpenses of $28 million and $32
million, respectively, and a decrease in businepgmrses of $45 million and $59 million, respectjvel

During 2014, we adopted several changes with réspdlae assignment of certain expenses to ourgsegments. We have restated our
previously reported segment results for the yeaded December 31, 2013 and 2012 to conform toulrewt presentation. The nature of the
most significant changes to segment expenses dodl@ss:

. The method for allocating certain shared costoofamer sales and care, including bad debt exmantkeredit card fees, was
revised, which resulted in an increase in consisegment expenses with a corresponding decreasesiimelss segment expenses;
and

. The progress of our integration efforts and ceiza#ibn of certain administrative functions enablesdto discontinue the inclusion
of finance, information technology, legal and humesources expenses in our then hosting segmeitf) wdsulted in a decrease in
business segment expens

For the years ended December 31, 2013 and 201&dksignments of expenses resulted in an inche@emsumer expenses of $100
million and $95 million, respectively, and a de@@in business expenses of $165 million for botrse

The following table reconciles our total segmeneraies and total segment income presented ab@omsolidated operating revenues
and consolidated operating income reported in onsglidated statements of operations.

Years Ended December 31

2014 2013 2012
(Dollars in millions)
Total segment revenu $17,02¢ 17,098 17,32
Other operating revenu 1,00 1,00(¢ 1,05¢
Operating revenues reported in our consolidatadrsients of operatior $18,03: 18,09 18,37¢
Total segment incorr $ 8,51¢ 8,92¢ 9,17:
Other operating revenu 1,00 1,00(¢ 1,05¢
Depreciation and amortizatic (4,429 (4,541 (4,780
Impairment of goodwill (Note 2 — (1,099 —
Other unassigned operating exper (2,689 (2,847 (2,736
Operating income reported in our consolidated statd of operation $ 2,41( 1,45:¢ 2,712

Allocation of Revenues and Expenses

Our segment revenues include all revenues fronstategic services, legacy services and data mtiegras described in more detail
above. Segment revenues are based upon each ctistolassification to an individual segment. Weadgour segment revenues based upon
all services provided to that segment’s
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customers. For information on how we allocate espsrio our segments, as well as other additiof@inration about our segments, see
Note 1-—Segment Information to our consolidated finanstatements in Item 8 of our Annual Report on Fof¥Klfor the year ended
December 31, 2014.

Business

The operations of our business segment have bgmactad by several significant trends, includingsthdescribed below:

Strategic servicesOur mix of total business segment revenues coesino migrate from legacy services to strategicices as our
enterprise, wholesale and governmental customersasingly demand customized and integrated datexnlet and voice services.
Although we are experiencing price compressionumstrategic services due to competition, we exptategic revenues from
these services to continue to grow during 2015. &wahfor our private line services (including spkatxess) from our wholesale
customers continues to decline due to our custdraptenization of their networks, industry consalitbn and technological
migration to higher-speed services. While we exfieat these factors will continue to negatively aopour wholesale customers,
we believe the demand for our fiber-based specizd¢ss services provided to wireless carriers foklaul will partially offset the
decline in copper-based special access serviceglprbto wireless carriers as they migrate to Etbeservices, although the timing
and magnitude of this technological migration remsaincertain. We anticipate continued pricing press$or our colocation
services as wholesale vendors continue to expaidehterprise colocation operations. We beliewsydver, that our hybrid data
centers, which offer multiple products and servigesluding colocation, managed hosting, cloud aetork services), will help
differentiate our products and services from thaféered by competitors with a narrower range ofduets and services. We have
remained focused on expanding our managed hostinirss, specifically our cloud services offerinigg,endeavoring to add
differentiating features to our cloud products aeduiring additional companies that we believe raxengthened our cloud
products. In recent years, our competitors, as agefleveral large, diversified technology compariage made substantial
investments in cloud computing, which has inteasiftompetitive pressures. We believe that this msipa in competitive cloud
computing offerings has led to increased pricingspure and competition for enterprise customersyanexpect these trends to
continue. Segment revenue for hosting area netwartucts supporting colocation and managed hostingjce offerings have be
relatively flat due to providing lower volumes afch services, as well as pricing pressures on iiRNbandwidth service:

Legacy service: We face intense competition with respect to oghbr margin legacy services and continue to seemess
migrating away from these services and into lowargim strategic services. In addition, our legaawiges revenues have been,
we expect they will continue to be, adversely afddy access line losses and price compressianac2ess, local services and
long-distance revenues have been and we expeatanitinue to be adversely affected by customer attiign to more
technologically advanced services, declining denfantraditional voice services, industry consolida and price compression
caused by regulation and rate reductions. For elammany wholesale customers are substituting calbiteless and VolP services
for traditional voice telecommunications serviaesulting in continued access revenue loss. Oucked access revenues have
been and will continue to be impacted by changlese® to the Connect America and Intercarrier Campgon Reform order (“the
2011 order”) adopted by the FCC in 2011, which whelve has increased the pace of reductions iart@unt of switched access
revenues we receive from our wholesale customensvérsely, the FCC instituted an access recoveaygehthat we believe will
allow us to recover the majority of these lost vesalle revenues directly from other customers. Vpeexhe net effect of these
factors will continue to adversely impact our besie segment revenues from our wholesale custo

Data integration. We expect both data integration revenue and tlaéecosts will fluctuate from year to year as thiifering tend:
to be more sensitive than others to changes ie¢beomy and il
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spending trends of our federal, state and locaégowental customers, many of whom have recentlgmapced substantial budget
cuts with the possibility of additional future buedguts; ant

. Operating efficienciesWe continue to evaluate our segment operatingtsirel and focus. This involves balancing our workéoin
response to our workload requirements, productiwityrovements and changes in industry, competita@hnological and
regulatory conditions, while achieving operatioefficiencies and improving our processes througbraation. However, our
ongoing efforts to increase revenue will continmieeiquire that we incur higher costs in some aiieakjding the hiring of
additional sales employees. We also expect ounbssisegment to benefit indirectly from enhancédieficies in our company-
wide network operation:

The following tables summarize the results of ofjens from our business segment:

Business

Years Ended
December 31, Increase / %
2014 2013 (Decrease Change
(Dollars in millions)

Segment revenue

Strategic service $ 6,35( 6,17 177 3%
Legacy service 3,99¢ 4,26 (269) (6)%
Data integratior 68€ 651 35 5%
Total revenue: 11,03 11,09: (57) ()%
Segment expense
Total expense 6,08¢ 5,80¢ 281 5%
Segment incom $ 4,94¢ 5,28 (33§) (6)%
Segment margin percenta 45% 48%
Business
Years Ended
December 31 Increase / %
2013 2012 (Decrease Change

(Dollars in millions)
Segment revenue

Strategic service $ 6,17: 5,952 221 4%

Legacy service 4,26 4,53¢ (272) (6)%

Data integratior 651 665 (14) (2)%

Total revenue: 11,09: 11,15¢ (65) ()%
Segment expense

Total expense 5,80¢ 5,72¢ 79 1%
Segment incom $ 5,28 5,427 (144) 3)%
Segment margin percenta 48% 49%

Segment Revenues

Business segment revenues decreased by $57 mdlid8s, for the year ended December 31, 2014 apared to the year ended
December 31, 2013 primarily due to the declineegaky services revenues, which were partially bffgehe growth in our strategic services
and data integration revenues. The decline in legatvices revenues was attributable to lower velsiof local access and traditional WAN
services. The growth in our strategic servicesmaes was primarily due to strong MPLS unit growtld &digher Ethernet volume, which were
substantially offset by a decline in private limec{uding special access) services. The increase in
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data integration revenues was primarily due to éigfales of customer premise equipment to govertahand business customers during the
period. Business segment revenues decreased hyi$@h, or 1%, for the year ended December 31,284 compared to the year ended
December 31, 2012. The decline in legacy servieesnues was caused by the same factors noted Bly@®@14. The increase in strategic
services revenues came from increases in MPLScattm, and Ethernet services, which were partigdlget by declines in private line
(including special access) services. The declirdaia integration revenues was primarily due tcelogales of customer premise equipment to
governmental and business customers.

Segment Expenses

Business segment expenses increased by $281 mali&?o, for the year ended December 31, 2014 mpared to the year ended
December 31, 2013 primarily due to increases inleyege-related costs attributable to higher wagesefits and internal commissions,
customer premise equipment costs resulting frorhdrigovernmental and business sales noted abilityfaosts driven by MPLS unit
growth and real estate and power costs. Busingsses expenses increased by $79 million, or 1%tHewear ended December 31, 2013 as
compared to the year ended December 31, 2012 piyrdae to increases in employee-related costdljtiacosts, real estate and power costs
and external commissions, which were partially &tftsy a decrease in equipment and maintenance costs

Segment Income

Business segment income decreased by $338 midliodfo, for the year ended December 31, 2014 as amdpo the year ended
December 31, 2013 primarily due to customers milggdtom legacy services to lower margin stratesgicvices. Business segment income
decreased by $144 million, or 3%, for the year erdecember 31, 2013 as compared to the year endeenitber 31, 2012 primarily due to an
increase in expenses.

Consumer
The operations of our consumer segment have beaacked by several significant trends, includingsthdescribed below:

. Strategic servicedn order to remain competitive and attract addaiaesidential broadband subscribers, we belieigimportant
to continually increase our broadband network’spscand connection speeds. As a result, we contniunwest in our broadband
network, which allows for the delivery of higheresgl broadband services to a greater number ofroesto We compete in a
maturing broadband market in which most consumleesdy have broadband services and growth rataevinsubscribers have
slowed. Moreover, as described further in Itemad BA of our Annual Report on Form 10-K for the yeaded December 31,
2014, demand for our broadband services could ersely affected by competitors continuing to pdavservices at higher aver:
broadband speed than ours or expanding their addanireless data service offerings. We also coetiouexpand our other
strategic product offerings, including facilitieaded video services. The expansion of our faalitiased video service
infrastructure requires us to incur substantiateonand start-up expenses in advance of markatidgselling the service.
Although, over time, we expect that our revenuefdailities-based video services will offset theperses incurred, the timing of
this revenue growth is uncertain and the videorass is growing increasingly competitive. We balighvese efforts to expand our
offerings will improve our ability to compete amtrease our strategic revenu

. Legacy service: Our voice revenues have been, and we expect thiegontinue to be, adversely affected by accass losses.
Intense competition and product substitution cargito drive our access line losses. For examplayrmansumers are substituting
cable and wireless voice services and electronit teating and social networking non-voice sergder traditional voice
telecommunications services. We expect that thesers will continue to negatively impact our besis. As a result of the
expected loss of higher margin services associaittdaccess lines, we continue to offer our custsnservice bundling and other
product promotions to help mitigate this trenddascribed below
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. Service bundling and product promotiona/e offer our customers the ability to bundle npléiproducts and services. These
customers can bundle local services with otheriseswsuch as broadband, video, long-distance aredess. While we believe our
bundled service offerings can help retain custontkey also tend to lower our profit margins in dmsumer segment; a

. Operating efficienciesWe continue to evaluate our segment operatingtsirel and focus. This involves balancing our workéoin
response to our workload requirements, productiwifgrovements and changes in industry, competitaghnological and
regulatory conditions. We also expect our consusegment to benefit indirectly from enhanced efficies in our company-wide
network operations

The following tables summarize the results of ofjens from our consumer segment:

Consumer
Years Ended
December 31, Increase / %
2014 2013 (Decrease Change

(Dollars in millions)
Segment revenue

Strategic service $2,85( 2,65( 20C 8%
Legacy service 3,14( 3,34¢ (209) (6)%
Data integratior 4 5 (1) (20)%
Total revenue: 5,994 6,004 (10 — %
Segment expense
Total expense 2,42( 2,35¢ 61 3%
Segment incom $3,57¢ 3,64¢ (72) (2%
Segment margin percenta 6C% 61%
Consumer
Years Ended
December 31, Increase / %
2013 2012 (Decrease Change

(Dollars in millions)
Segment revenue

Strategic service $2,65( 2,47¢ 17t 7%

Legacy service 3,34¢ 3,68 (333) (9)%

Data integratior 5 7 (2 (29)%

Total revenue: 6,00/ 6,164 (160) (3)%
Segment expense

Total expense 2,35¢ 2,41¢ (59) (2)%
Segment incom $3,64¢ 3,74¢ (107) (3%
Segment margin percenta 61% 61%

Segment Revenues

Consumer segment revenues decreased by $10 mdlidess than 1%, for year ended December 31, a6bmpared to the year ended
December 31, 2013 and decreased by $160 millioB%@rfor the year ended December 31, 2013 as cadparthe year ended December 31,
2012. The increase in strategic services reverarasoth periods was due primarily to increasefiértumber of our facilities-based video
customers and increases in the number of broadfi#vgtribers, as well as from price increases oowsiservices. The decline in legacy
services revenues for both periods was primarily tdudeclines in local and long-distance servidemes associated with access line losses
resulting from the competitive and technologicadmtpes described above, offset in part by increasascess recovery charges.
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Segment Expenses

Consumer segment expenses increased by $61 mdli@®o, for the year ended December 31, 2014 apamed to the year ended
December 31, 2013 primarily due to increases irketarg and advertising expenses, Prism TV contesiiscresulting from subscriber growth
in our Prism TV markets and the number of modenygpshl for Prism customer premise equipment, whiehewartially offset by reductions
in employee-related costs and facility costs. Cammusegment expenses decreased by $59 millio#ppfd the year ended December 31,
2013 as compared to the year ended December 32,@0tarily due to decreases in bad debt expeasaiss and wages and facility costs,
partially offset by increases in Prism TV contens$ts resulting from subscriber growth and extecoatmissions.

Segment Income

Consumer segment income decreased by $71 millio2% for the year ended December 31, 2014 as caudpa the year ended
December 31, 2013 primarily due to customers milggdtom legacy services to lower margin stratesgicvices, which caused our segment
expenses to increase at a faster pace than seggmenties. Consumer segment income decreased byn$llioh, or 3%, for the year ended
December 31, 2013 as compared to the year endeshibec 31, 2012 primarily due to a decline in toéalenues.

Critical Accounting Policies and Estimates

Our consolidated financial statements are preparadcordance with accounting principles that aneegally accepted in the United
States. The preparation of these consolidated dinhstatements requires management to make essraatli assumptions that affect the
reported amounts of our assets, liabilities, reesrand expenses. We have identified certain pelaniel estimates as critical to our business
operations and the understanding of our past mepteesults of operations related to (i) goodwilistomer relationships and other intangible
assets; (ii) property, plant and equipment; (ignhpion and post-retirement benefits; (iv) loss iogeincies and litigation reserves; and
(v) income taxes. These policies and estimatesarsidered critical because they had a materiahatyr they have the potential to have a
material impact, on our consolidated financialestagnts and because they require us to make sigmifigdgments, assumptions or estimates.
We believe that the estimates, judgments and ad8umpnade when accounting for the items descrid®olw were reasonable, based on
information available at the time they are madewkher, there can be no assurance that actualsesillihot differ from those estimates.

Goodwill, Customer Relationships and Other Intangilbe Assets

We amortize customer relationships primarily oveeatimated life of 10 to 15 years, using eithergbm-of-the-years-digits or the
straight-line methods, depending on the type ofarusr. We amortize capitalized software using th&ight-line method over estimated lives
ranging up to 7 years, except for approximately72ilion of our capitalized software costs, whiglpresents costs to develop an integrated
billing and customer care system which is amortizeidg the straight-line method over a 20 yearguetWe annually review the estimated
lives and methods used to amortize our other initdm@ssets. The amount of future amortization agpenay differ materially from current
amounts, depending on the results of our annuawesy

Our goodwill was derived from numerous acquisitisigere the purchase price exceeded the fair vdltteeaet assets acquired.

We are required to reassign goodwill to reportingsueach time we reorganize our internal reporsingcture which causes a change in
the composition of our reporting units. We assigodill to the reporting units using a relativerfaalue approach. We utilize the trailing
twelve months earnings before interest, taxes,atégion and amortization as our allocation methaglpas it represents a reasonable proxy
for the fair value of the operations being reorgadi The use of other fair value assignment methodkl result in materially different results.
For additional information on the November 1, 20&drganization of our segments, see Note 12—Segimfamimation to our consolidated
financial statements in Item 8 of our Annual Remort~orm 10-K for the year ended December 31, 2014.
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We are required to assess goodwill for impairméigast annually, or more frequently if events @hange in circumstances indicate |
an impairment may have occurred. We are requiredite-down the value of goodwill in periods in whithe recorded amount of goodwill
exceeds the implied fair value of goodwill. Oura@gmng units are not discrete legal entities wiitkcdete financial statements. Our assets and
liabilities are employed in and relate to the opere of our reporting units. Therefore, the equaityrying value and future cash flows must be
estimated each time a goodwill impairment analissperformed on a reporting unit. As a result, assets, liabilities and cash flows are
assigned to reporting units using reasonable ansistnt allocation methodologies. Certain estisigtelgments and assumptions are require
to perform these assignments. We believe thesaa&sts, judgments and assumptions to be reasomaiblehanges in many of these can
significantly affect each reporting unit’s equitgrcying value and future cash flows utilized for geodwill impairment test. For 2014, our
annual assessment date for testing goodwill impaitrwvas October 31.

As of October 31, 2014, we assessed our reportiitg,which were our then four reportable segmantich date (business, consumer,
wholesale and hosting) and concluded the estinfatedalue of our business and wholesale repontinigs was substantially in excess of our
carrying value of equity and the estimated faiueabf our consumer and hosting reporting units esed our carrying value of equity by 8%
and 12%, respectively.

For additional information on our goodwill balandgssegment, see Note 2—Goodwill, Customer Relahigss and Other Intangible
Assets in Item 8 of our Annual Report on Form 1@Kthe year ended December 31, 2014.

We may be required to assess our goodwill for immpant before our next required assessment datetob@r 31, 2015 under certain
circumstances, including any failure to meet oueéasted future operating results or any signifiic@reases in our weighted average cost of
capital. In addition, we cannot assure that adveoselitions will not trigger future goodwill impaient assessments or impairment charges. £
number of factors, many of which we cannot conttolyld affect our financial condition, operatingu#is and business prospects and could
cause our actual results to differ from the estdsand assumptions we employed in our goodwill impent assessment. These factors
include, but are not limited to, (i) further weakamin the overall economy; (ii) a significant diee in our stock price and resulting market
capitalization; (iii) changes in the discount rate use in our testing; (iv) successful efforts by competitors to gain market share in our
markets; (v) adverse changes as a result of regylat legislative actions; (vi) a significant adse change in our legal affairs or in the overall
business climate; and (vii) recognition of a godtlimpairment loss in the financial statements sludsidiary that is a component of our
segments. We will continue to monitor certain egehat impact our operations to determine if aarint assessment of goodwill impairment
should be performed prior to the next required sssent date of October 31, 2015.

Property, Plant and Equipment

Property, plant and equipment acquired in conneatiith our acquisitions was recorded based onstisnated fair value as of its
acquisition date, plus the estimated value of aspeiated legally or contractually required assgtament obligation. Purchased and
constructed property, plant and equipment is resmbat cost, plus the estimated value of any aswsakciagally or contractually required asset
retirement obligation. Renewals and bettermentdaft and equipment are capitalized while repaissyell as renewals of minor items, are
charged to operating expense. Depreciation of ptppglant and equipment is provided on the stralgie method using class or overall group
rates. The group method provides for the recogmitiothe remaining net investment, less anticipaietdsalvage value, over the remaining
useful life of the assets. This method requirespimgodic revision of depreciation rates.

Normal retirements of property, plant and equipneaatcharged against accumulated depreciation,neitliain or loss recognized. We
depreciate such property on the straight-line nabtheer estimated service lives ranging from 3 toydars.
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We perform annual internal reviews to evaluateréasonableness of the depreciable lives for oyepty, 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 determinedbgbilities to estimate the remaining life of asiset base.

Due to rapid changes in technology and the conipeginvironment, determining the estimated econdifi@®f telecommunications
plant, equipment and software requires a signifieamount of judgment. We regularly review data @hization of equipment, asset retireme
and salvage values to determine adjustments tdeqpneciation rates. The effect of a hypothetica wear increase or decrease in the estimate
remaining useful lives of our property, plant amggipment would have decreased depreciation exggnapproximately $440 million annual
or increased depreciation expense by approxim&&3p million annually, respectively.

Pension and Post-retirement Benefits

We sponsor a noncontributory qualified defined fi¢pension plan (referred to as our pension pfanp substantial portion of our
employees. In addition to this tax qualified pengian, we also maintain several non-qualified p@nplans for certain eligible highly
compensated employees. We also maintain postiretitebenefit plans that provide health care amditiSurance benefits for certain eligible
retirees. On December 31, 2014, we merged ouriregigtialified pension plans, which included merding Qwest Pension Plan and the
Embarg Retirement Pension Plan into the CenturyRalirement Plan. The CenturyLink Retirement Plas wenamed the CenturyLink
Combined Pension Plan.

In 2014, approximately 16% of the pension plantsuday 1, 2014 net actuarial loss balance of $1llibiiwas subject to amortization as
a component of net periodic expense over the aearmaining service period of participating emphksyexpected to receive benefits, which
ranges from 8 to 9 years for the plans. The othét 8f the pension plan’s beginning net actuarigss$ lbalance was treated as indefinitely
deferred during 2014. The entire beginning netar@lloss of $37 million for the post-retirememriefit plans was treated as indefinitely
deferred during 2014.

In 2013, approximately 33% of the pension planguday 1, 2013 net actuarial loss balance of $2lmiwas subject to amortization as
a component of net periodic expense over the aearmaining service period of participating emphksyexpected to receive benefits, which
ranges from 8 to 12 years for the plans. The difiét of the pension plans’ beginning net actuadss Ibalance was treated as indefinitely
deferred during 2013. The entire beginning netaxtalloss of $446 million for the post-retiremdnefit plans was treated as indefinitely
deferred during 2013.

In computing the pension and post-retirement heagltlh and life insurance benefit obligations, oostisignificant assumptions we make
are the discount rate and mortality rates. In cainguhe periodic pension and pastirement benefit expense, the most significastiamption
we make are the discount rate and the expectedfratturn on plan assets.

The discount rate for each plan is the rate at fwiie believe we could effectively settle the pldpésefit obligations as of the end of the
year. We selected each ['s discount rate based on a cash flow matchingyaigalising hypothetical yield curves from U.S. avgie bonds
rated high quality and projections of the futuredi& payments that constitute the projected béwéfigation for the plans. This process
establishes the uniform discount rate that prodtttesame present value of the estimated futurefligrayments as is generated by
discounting each year’s benefit payments by a igietapplicable to that year. The spot rates usétuis process are derived from a yield curve
created from yields on the 60th to 90th percewiile.S. high quality bonds.

Mortality rates help predict the expected life tdrpparticipants and are based on historical deapidc studies by the Society of
Actuaries. In 2014, the Society published new niibyteate tables reflecting increases in the prtgddife expectancies of North Americans
since its publications of earlier tables. We addke new
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tables immediately. This resulted in an increastégorojected benefit obligation of approximat®ly3 billion for our pension and post-
retirement benefit plans and is expected to résw@tditional expense of approximately $159 millior2015.

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 to which we then add a factor of &Si®points to reflect the benefit we expect taltdsom our active management of the as
The expected rate of return on plan assets iswedeannually and revised, as necessary, to refleriges 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 valueeoptst-retirement benefit plan assets adjusteddiotribution timing and for projected benefit
payments to be made from the plan assets. Annuddetnezolatility for these assets is reflected ia tiet actuarial losses.

Changes in any of the above factors could signifigampact operating expenses in the consolidatatements of operations and other
comprehensive (loss) income in the consolidate@stants of comprehensive (loss) income as wehasalue of the liability and accumulat
other comprehensive loss of stockholders’ equitponconsolidated balance sheets. The expectedhretuplan assets is reflected as a
reduction to our pension and post-retirement beegfiense. If our assumed expected rates of r&au2014 were 100 basis points lower, our
qualified pension and post-retirement benefit esperfor 2014 would have increased by $59 millibour assumed discount rates for 2014
were 100 basis points lower, our qualified pensind post-retirement benefit expenses for 2014 wbala decreased by $12 million and our
projected benefit obligation for 2014 would havergased by approximately $2.3 billion.

Loss Contingencies and Litigation Reserves

We are involved in several material legal procegsliras described in more detail in Note 14—Commitsiand Contingencies to our
consolidated financial statements in Iltem 8 of Annual Report on Form 10-K for the year ended Ddmem31, 2014. We assess potential
losses in relation to these and other pendingreatened tax and legal matters. For matters nateetko income taxes, if a loss is considered
probable and the amount can be reasonably estimagekcognize an expense for the estimated lasthd extent these estimates are more o
less than the actual liability resulting from tlesolution of these matters, our earnings will eaased or decreased accordingly. If the
differences are material, our consolidated findrst@tements could be materially impacted.

For matters related to income taxes, if we deteenmrour judgment that the impact of an uncertaingosition is more likely than not to
be sustained upon audit by the relevant taxingaaifyh then we recognize in our financial statersembenefit for the largest amount that is
more likely than not to be sustained. No portiomfuncertain tax position will be recognized if determine in our judgment that the position
has less than a 50% likelihood of being sustaiibdugh the validity of any tax position is a matétax law, the body of statutory, regulatory
and interpretive guidance on the application ofléveis complex and often ambiguous. Because of thinether a tax position will ultimately
be sustained may be uncertain. The overall taXityabecorded for uncertain tax positions as ofcBmber 31, 2014, considers the anticipated
utilization of any applicable tax credits and NOLs.

Income Taxes

Our provision for income taxes includes amountgdarconsequences deferred to future periods. \Bdedeferred income tax assets
and liabilities reflecting future tax consequenatisbutable 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
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rates expected to apply in the year in which tlffedinces are expected to affect taxable income.€Ffect on deferred income tax assets and
liabilities of a change in tax rate is recognize@arnings in the period that includes the enactiiaie.

The measurement of deferred taxes often involvegxiercise of considerable judgment related toghbzation of tax basis. Our defer
tax assets and liabilities reflect our assessniatttax 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 expectly amd determining the years when the
temporary differences are expected to affect taxatdome 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.

In connection with recording deferred income tasess and liabilities, we establish valuation allosgs when necessary to reduce
deferred income tax assets to amounts that wevieediee more likely than not to be realized. We eatd our deferred tax assets quarterly to
determine whether adjustments to our valuationnglce 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 evaluationye&le on our recent history of pre-tax
earnings. We also rely on our forecasts of futammi@gs and the nature and timing of future dedustiand benefits represented by the defe
tax assets, all which involve the exercise of gigant judgment. At December 31, 2014, we establish valuation allowance of $409 million,
primarily related to state NOLs, as it is more ljkthan not that these NOLs will expire unusedohecasts of future earnings and the nature
and estimated timing of future deductions and benehange in the future, we may determine thatlaation allowance for certain deferred
assets is appropriate, which could materially inbjpaic financial condition or results of operatioBge Note 11—Income Taxes to our
consolidated financial statements in Iltem 8 of Annual Report on Form 10-K for the year ended Ddwem31, 2014 for additional
information.

LIQUIDITY AND CAPITAL RESOURCES

Overview

At December 31, 2014, we held cash and cash eguitgabf $128 million and we had approximately $dillon of borrowing capacity
available under our $2.0 billion revolving creditflity (referred to, as amended, as our “Creddilftg”, which is described further below). At
December 31, 2014, cash and cash equivalents aihiB8n were held in foreign bank accounts for thepose of funding our foreign
operations. Due to various factors, our accessriign cash is generally much more restricted tharaccess to domestic cash.

In connection with our budgeting process in eafl§®, our executive officers and our Board of Dioestreviewed our sources and
potential uses of cash over the next several yegaisiding among other things the previoudigelosed effect of the anticipated depletion af
federal net operating loss carryforwards during201

Based on our current capital allocation objectivksing 2015 we anticipate expending approxima$@0 billion of cash for capital
investment in property, plant and equipment antbufil.2 billion for dividends on our common stobksed on the current annual common
stock dividend rate of $2.16 and the current nunab@utstanding common shares. We have debt miaof approximately $442 million,
scheduled debt principal payments of approxime®2® million, and scheduled capital lease and atbégation payments of approximately
$86 million due during 2015. We also anticipateendgting cash for repurchasing common stock, buatheunt will largely depend on market
conditions.

We will continue to monitor our future sources arsgs of cash, and anticipate that we will makestdjants to our capital allocation
strategies when, as and if determined by our Bo&Rirectors. We use our
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revolving credit facility as a source of liquidityr operating activities and to give us additiofiekibility to finance, among other things, our
capital investments, repayments of debt, pensiotributions, dividends or stock repurchases.

Capital Expenditures

We incur capital expenditures on an ongoing bas@der to enhance and modernize our networks, etagffectively in our markets
and expand our service offerings. We evaluate gagxpenditure projects based on a variety of faciacluding expected strategic impacts
(such as forecasted impact on revenue growth, ptoily, expenses, service levels and customentiete) and our expected return on
investment. The amount of capital investment ikigriced by, among other things, demand for ourigesvand products, cash flow generated
by operating activities, cash required for othemppsges and regulatory considerations. Based oowuent objectives, we estimate our total
2015 capital expenditures to be approximately $8lion.

Our capital expenditures continue to be focusedwrstrategic services such as video, broadbaler, fo the tower, software
development and managed hosting services. For imfmm@nation on capital spending, see Items 1 andfidur Annual Report on Form 10-K
for the year ended December 31, 2014.

Debt and Other Financing Arrangements

Approximately $350 million of CenturyLink, Inc. Ses M 5.000% notes matured on February 17, 2015 $82 million of our QC
7.625% senior notes will mature on June 15, 2015.

On February 20, 2015, QC entered into a new cegplitcement with several lenders that allows QC teolsoup to $100 million under a
term loan. Under this new credit agreement, QCdweed $100 million under a ten-year term note tixafres on February 20, 2025.

Subject to market conditions, we expect to contitauissue debt securities from time to time infiltere to refinance a substantial por
of our maturing debt, including issuing Qwest Cagtimn debt securities to refinance its maturingtde the extent feasible. The availability,
interest rate and other terms of any new borrowimigsdepend on the ratings assigned to us and Q@esporation by credit rating agencies,
among other factors. For further information on debt maturities, see below “Future Contractualigaitions.”

As of the date of our Annual Report on Form 10-Ktfee year ended December 31, 2014, the creditgsfior the senior unsecured debt
of CenturyLink, Inc. and Qwest Corporation werdakbws:

Agency CenturyLink, Inc. Qwest Corporation
Standard & Poor’s BB BBB-
Moody's Investors Service, In Baz Baa:
Fitch Ratings BB+ BBB-

Our credit ratings are reviewed and adjusted friome to time by the rating agencies, and downgrafl€enturyLink’s senior unsecured
debt ratings could, under certain circumstancesementally increase the cost of our borrowing wurtide Credit Facility. Moreover, any
downgrades of CenturyLink’s or Qwest Corporatiosesior unsecured debt ratings could impact ourssctedebt capital or further raise our
borrowing costs. See “Risk Factors—Risks Affecting Liquidity and Capital Resources” in Item 1Ammfr Annual Report on Form 10-K for
the year ended December 31, 2014.

Net Operating Loss Carryforwards

We are currently using NOLSs to offset our fedeaaiatble income. At December 31, 2014, we had apprately $1.6 billion of federal n
operating losses. Based on current laws and ciranoss, including the statutory extension of altaybonus depreciation for 2014, we now
expect to deplete substantially all of these teneffies during 2015. Once our NOLs are fully utilizeve expect that the amounts of our cash
flows
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dedicated to the payment of federal taxes willéase substantially. The amounts of those paymélitdepend upon many factors, including
future earnings, tax law changes and future taounoistances. Based on current laws and circumstappdied to estimates of 2015 earnings,
we estimate our income tax liability related to 24 be between $300 million and $400 million. Amgmately $275 million of this amount
will be paid in early 2016 in accordance with feald¢ax installment provisions. For 2016, we estenatr income tax payments to be between
$1.1 billion and $1.3 billion, which includes thestallment payments of approximately $275 milliefated to our 2015 federal tax liability.
Should bonus depreciation be extended for 201%stinate that our income tax liability for 2015 wibbe between $50 million and $100
million and for 2016 would be between $850 millamd $1.0 billion. Approximately $300 million of tt#16 amount would be paid in early
2017 in accordance with federal tax installmenvjgions.

Dividends

We currently expect to continue our current pract€paying quarterly cash dividends in respe@uwfcommon stock subject to our
Board of Directorstiscretion to modify or terminate this practiceaay time and for any reason. In early 2013, ourrBad Directors approve
a 25.5% reduction in our quarterly common stockddind rate to $0.54 per share, which we believeeamed our flexibility to balance our
multiple objectives of managing our business, pgyiar fixed commitments and returning cash to dxarsholders. Assuming continued
payment at this rate of $0.54 per share, our thtédlends paid each quarter would be approxima8ly7 million based on our current number
of outstanding shares (which does not reflect shdrat we might repurchase or issue in future gsjicSee “Risk Factors—Risks Affecting
Our Business” in Item 1A of our Annual Report orriRdl0-K for the year ended December 31, 2014.

Stock Repurchase Program

In February 2014, our Board of Directors authoriae2#-month program to repurchase up to an aggreg&tl.0 billion of our
outstanding common stock. This 2014 stock repurcpasgram took effect on May 29, 2014, immediatgdpn the completion of our
predecessor 2013 stock repurchase program. Fgetreended December 31, 2014, we repurchased Bi@nshares for $200 million or an
average purchase price of $38.40 per share unde2@t4 stock repurchase program (excluding comshanes that, as of December 31, 2014
we had agreed to purchase under the program faggregate of $6 million in transactions that sdtéarly in the first quarter of 2015). The
repurchased common stock has been retired. Astofiey 20, 2015, we had repurchased 7.7 milliomeshtor $298 million, or an average
purchase price of $38.57 per share. We currenfige&to continue purchasing shares under this podgram in open market transactions,
subject to market conditions and other factorsofBecember 31, 2014, we had approximately $800amitemaining available for stock
repurchases under this 2014 stock repurchase pnogiar additional information on repurchases magind the quarter ended December 31,
2014, see Item 5 of our Annual Report on Form 1foikthe year ended December 31, 2014.

Credit Facilities

On December 3, 2014, we amended our existing $Ridnlrevolving credit facility to extend the matty date to December 3, 2019. The
amended Credit Facility (the “Credit Facility”) h&6 lenders, with commitments ranging from $3.5iomlto $198.5 million and allows us to
obtain revolving loans and to issue up to $400iomilbf letters of credit, which upon issuance regitiee amount available for other extensions
of credit. Interest is assessed on borrowings usiiiggr the LIBOR or the base rate (each as defiméfue Credit Facility) plus an applicable
margin between 1.00% and 2.25% per annum for LIB&Rs and 0.00% and 1.25% per annum for baseaats depending on our then
current senior unsecured long-term debt rating. @bligations under the Credit Facility are guaradtby nine of our subsidiaries. At
December 31, 2014, we had $725 million in borrowiagd no amounts of letters of credit outstandimdeu 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 definexuinCredit Facility) ratio of
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not more than 4.0:1.0 and 2.85:1.0, respectival\fdahe last day of each fiscal quarter for the fguarters then ended. The Credit Facility als
contains a negative pledge covenant, which geyardjuires us to secure equally and ratably anpacks under the Credit Facility if we
pledge assets or permit liens on our propertytferitenefit of other debtholders. The Credit Facdiso has a cross payment default provision
and the Credit Facility and certain of our debts#ies also have cross acceleration provisionseifiresent, these provisions could have a
wider impact on liquidity than might otherwise &isom a default or acceleration of a single dabtrument. To the extent that our EBITDA
(as defined in our Credit Facility) is reduced lagle settlements or judgments, including in respkahy of the matters discussed in Note 14—
Commitments and Contingencies to our consolidatehtial statements in Item 8 of our Annual Reporf-orm 10-K for the year ended
December 31, 2014, our debt to EBITDA ratios urmigtain debt agreements will be adversely affectéis could reduce our financing
flexibility due to potential restrictions on incirg additional debt under certain provisions of dabt agreements or, in certain circumstances
could result in a default under certain provisiohsuch agreements.

At December 31, 2014, we owed $380 million und&are loan maturing in 2019, which includes coveaaubstantially the same as
those set forth in the Credit Facility.

We have a $160 million uncommitted revolving lettécredit facility which enables us to providetées of credit under terms that may
more favorable than those under the Credit FaciityDecember 31, 2014, our outstanding lettersredlit totaled $124 million under this
facility.

In January 2015, we entered into a $100 millionommamitted revolving line of credit with one of thenders under the Credit Facility.

For information on our outstanding debt securitgeg immediately below “Future Contractual Obligasi’ and Note 3—Long-erm Deb
and Credit Facilities to our consolidated finanesi@tements in Item 8 of our Annual Report on F&f¥K for the year ended December 31,
2014.

Future Contractual Obligations
The following table summarizes our estimated futtostractual obligations as of December 31, 2014:

2020 and
2015 2016 2017 2018 2019 thereafter Total
(Dollars in millions)

Long-term debt, including current maturities angital lease

obligations (excluding unamortized premiums, distewand

other, net. $ 55C 1,49¢ 1,497 24¢ 1,472 15,51¢  20,78:
Interest on lon-term debt and capital leas® 1,34¢ 1,27¢ 1,211 1,12¢ 1,097 15,54 21,60z
Operating lease 311 28C 257 23¢ 20z 974 2,25i
Purchase commitmen® 141 98 56 28 22 62 407
Pos-retirement benefit obligatio® 57 57 57 93 91 1,00¢ 1,36:
Non-qualified pension obligatior®) 6 6 5 5 5 2C 47
Unrecognized tax benefi® — — — — — 47 47
Other 13 7 5 6 9 67 107
Total future contractual obligatiol® $2,42 3,221 3,08¢ 1,73 2,90( 33,24( 46,611

(1) Actual principal and interest paid in all yearay differ due to future refinancing of outstarglarebt or issuance of new debt. Interest on
our floating rate debt was calculated for all yasig the rates effective at December 31, 2

(2) We have various long-term, non-cancelable pasefcommitments for advertising and promotion sesyjiincluding advertising and
marketing at sports arenas and other venues amtseWge also have servi
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(3)
(4)

(5)

related commitments with various vendors for datessing, technical and software support serviegisire payments under certain
service contracts will vary depending on our actusalge. In the table above we estimated paymentksdee service contracts based on
estimates of the level of services we expect teivec

Reflects only the portion of total obligation thigtontractual in nature. See Note 5 be

Represents the amount of tax and interest wddymay for our unrecognized tax benefits. The 8difion is composed of unrecognized
tax benefits of $17 million and related estimatatgriest of $30 million, which would result in futucash payments if our tax positions
were not upheld. See Note 11—Income Taxes to awsalwated financial statements in Item 8 of ounAal Report on Form 10-K for
the year ended December 31, 2014 for additionatinétion. The timing of any payments for our unigriaed tax benefits cannot be
predicted with certainty; therefore, such amoumefkected in th¢*2020 and thereaft” column in the above tabl

The table is limited to contractual obligationsyoahd does not includ

contingent liabilities

our open purchase orders as of December 31, 20ibselpurchase 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 trustshGanding 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 theiparthat we believe is a contractual obligatiomeported in the table. See
additional information on our benefits plans in Bl@Gt—Employee Benefits to our consolidated finansfatements 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 stoscture, 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 2015, the conteactination fees would be approximately $272 mili@nder the same
assumption, we estimate that our termination feethiese contracts to purchase goods and servimelsl e approximately $157
million. In the normal course of business, we dblelieve payment of these fees is likely; i

potential indemnification obligations to countertes in certain agreements entered into in the aboourse of business. The nal
and terms of these arrangements v

Pension and Post-retirement Benefit Obligations

We are subject to material obligations under ousting defined benefit pension plans and postegt&nt benefit plans. The accounting
unfunded status (benefit obligations) as of Decartie 2014 of our defined benefit pension plans past-retirement benefit plans were $2.5
billion and $3.5 billion, respectively. See Note Employee Benefits to our consolidated financialesteents in Item 8 of our Annual Report
Form 10-K for the year ended December 31, 2014daiitional information about our pension and pesirement benefit arrangements.
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Benefits paid by our qualified pension plan aradghrough a trust that holds all plan assets. Weentash contributions to the trust
totaling $157 million in 2014 to our qualified péms plan. Based on current laws and circumstaneesio not expect any contributions to be
required for our qualified pension plan for 20185eTamount of required contributions to our quatifieension plan in 2016 and beyond will
depend on a variety of factors, most of which agadnd our control, including earnings on plan inremnts, prevailing interest rates,
demographic experience, changes in plan benefit€hanges in funding laws and regulations.

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 retireesofA¥cember 31, 2014, the fair value of these tagsets was approximately $353 million;
however, a portion of these assets is compriséavestments with restricted liquidity. We estimétat the more liquid assets in the trust will
be adequate to provide continuing reimbursememtsdeered postetirement health care costs for approximately years. Thereafter, covel
benefits will be paid either directly by us or frdhe trusts as the remaining assets become ligihid.projected two year period could be
shorter or longer depending on returns on plantsstbe timing of maturities of illiquid plan asseind future changes in benefits.

For 2015, our estimated annual long-term rate tofinels 7.5% for both the pension plan trust asaetspost-retirement plans trust assets
based on the assets currently held. However, aatiains could be substantially different.

Recently the accounting unfunded status for ousip@nand post-retirement benefit plans were sigaifily increased due to our adoption
of new mortality assumptions. For additional infation on this and other factors that could infliepar funding commitments under our
benefit plans, see “Critical Accounting Policiesldstimates—Pension and Post-Retirement Benefitdiis Appendix B and “Risk Factors—
Risks Affecting Our Liquidity and Capital Resoureekcreases in costs for pension and healthcarefibefar our active and retired employee
may reduce our profitability and increase our fagdtommitments” in Item 1A of our Annual Reporteorm 10-K for the year ended
December 31, 2014.

Connect America Fund

In October 2011, the FCC adopted the Connect Amenn Intercarrier Compensation Reform order irgertd reform the existing
regulatory regime to recognize ongoing shifts ter technologies. Among other changes, this initiéihg established the framework for a
multi-year transition of federal universal servicading to a new system where such funding is ekplitargeted to the deployment and
provisioning of broadband services in high cosaarén December 2014, the FCC issued an orderfgpecthe amount of funds to be offered
under Phase 2 of the CAF program to price capearatron a state by state basis, for the construofibigh-speed broadband services to
underserved areas. Under this order, we will hawend 2015 a 120-day period in which to elect wketlo exercise a “right of first refusal” to
provide broadband services to households in undg@gions of our service areas. To the extentwathoose not to accept these
opportunities and related CAF Phase 2 funds forstae under our right of first refusal, we expéett those opportunities and funds would be
awarded at auction in 2016. We currently expedtwe as well as other communications companies)dvoe able to participate in these
various state auctions in 2016.

The effects on us of accepting or rejecting CAFdehafunding are both highly uncertain over thgylerm. In states where we accept
CAF Phase 2 funding, the annual distributions agin in 2015. In states where we do not accept BAd&se 2 support, the legacy USF high-
cost loop support we have historically received wohtinue until the CAF Phase 2 auctions are cetepl If we elect in 2015 to receive all
CAF Phase 2 funding available to us under the FO@&sember 2014 order, we project, based on ceatgumptions, that we would receive
support payments from the FCC of approximately $&@0on per year for six years, which is approxtelsg $150 million greater than the
federal Universal Service Fund high-cost loop supgabsidies the CAF Phase 2 opportunities woybthe. However, we would likely be
required to increase our planned capital expershtiur the unserved areas by over $500 million par.yConversely, if we elect in 2015
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to forego all available CAF Phase 2 funding, wd wdntinue to receive approximately $344 millionféderal USF high-cost loop support
subsidies in 2015, but the program’s impact onayohd 2015 would depend on the extent to which weldvparticipate and prevail in the
various auctions expected to be held in 2016. Ifitienately receive no CAF Phase 2 funding (eitireough elections not to participate in the
program or failures to prevail at the 2016 auctjone anticipate forfeiting beginning in 2016 approately $344 million of USF high-cost
loop support funds, which would materially adveyseipact our cash flows.

Historically, we have recognized the full amounbaf annual federal USF high-cost loop supporeasmue in the year received. We are
still in the process of determining how to recogriiznds that may be received under CAF Phase hdmause of differences inherent in the
CAF Phase 2 process we will likely defer the redtigm of CAF Phase 2 funding until specific CAF Be& deployment projects are
completed. This potential difference in accountisgtment could materially reduce our revenue begmat the date we formally elect to
receive any CAF Phase 2 funds. Although we antieiftzat following the deployment of broadband infFCRhase 2 markets, we will benefit
from incremental broadband subscribers and funisimpgeviously unserved rural markets, the fundinly lve delayed until we can complete
constructing new network and obtain new custonrethase areas.

As of the date of filing of our Annual Report onrFol10-K for the year ended December 31, 2014, vienlod yet decided whether to
accept or reject any specific build-out opport@stand related CAF support payments available t;mdsr the Phase 2 program. We continue
to evaluate our options with respect to the opptites afforded to us under the FCC’s CAF Phaseognam, including assessing whether our
projected return on capital warrants pursuing tloggeortunities in our various markets. Althoughea@not determine at this point the ultimate
impact of the implementation of the FCC’s CAF Phagrogram on us, it could have a material impacbar revenues, expenses and cash
flows.

In 2013, under the second round of the first pludisbe CAF program, we received $40 million in fimgifor deployment of broadband
services in rural areas. The recently issued CA&PIR program overlaps certain eligible areasafétond round funding and at this stage
are unable to determine how much of the $40 mililofunding will be utilized or whether the fundimgll be returned to the FCC. The $40
million of CAF Phase 2 funding is included in otmemcurrent liabilities on our consolidated balaskeet as of December 31, 2014.

For additional information, see “Business—Regulgtim Item 1 of our Annual Report on Form 10-K the year ended December 31,
2014.

Historical Information
The following tables summarize our consolidatechdésw activities:

Years Ended

December 31, Increase /
2014 2013 (Decrease

(Dollars in millions)
Net cash provided by operating activit $5,18¢ 5,55¢ (377)
Net cash used in investing activiti (3,077) (3,149 (77)
Net cash used in financing activiti (2,15)) (2,459 (309

Years Ended

December 31, Increase /
2013 2012 (Decrease

(Dollars in millions)
Net cash provided by operating activit $ 5,55¢ 6,06¢ (50€)
Net cash used in investing activiti (3,149 (2,690 45¢
Net cash used in financing activiti (2,459 (3,29 (841)
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Net cash provided by operating activities decredse$i371 million for the year ended December 31,428s compared to the year ended
December 31, 2013 primarily due to a negative waean net income adjusted for non-cash items alattya payment of approximately $235
million in the first quarter of 2014 to settle crt litigation. These decreases were substantdibet by positive variances in the changes in
accounts payable and retirement benefits. Net pashded by operating activities decreased by #806on for the year ended December 31,
2013 as compared to the year ended December 32 ,s2ktantially due to a decrease in net (losgnirecadjusted for non-cash items, a
negative variance in the change in the retiremengbts and other noncurrent assets and liabilites additional information about our
operating results, see “Results of Operations” abov

Net cash used in investing activities decreasefifdymillion for the year end December 31, 2014ampared to the year ended
December 31, 2013 with no significant variancegdoNet cash used in investing increased by $48®mfor the year ended December 31,
2013 as compared to the year ended December 32,@0tarily due to amounts paid for acquisition®013, increased payments for
purchases of property, plant and equipment andoles®eds from the sale of property and intangibkets.

Net cash used in financing activities decreasefid®8 million for the year ended December 31, 261dampared to the year ended
December 31, 2013 primarily due to reductions indebt paydowns in 2014 versus net borrowings t82@ommon stock repurchases and
dividend payments. Net cash used in financing aes/decreased by $841 million for the year endedember 31, 2013 as compared to the
year ended December 31, 2012 primarily due to rifsignt change from net debt paydowns (includiagyeretirement costs) in 2012 to r
proceeds in 2013. Additionally, there was a de@@aslividends paid due to our reduction in our gf@re common stock dividend rate. These
items were partially offset by a significant incsedn stock repurchases (due to our buyback programunced in February 2013).

On October 1, 2014, QC paid at maturity the $600aniprincipal amount of its 7.50% Notes.

On September 29, 2014, QC issued $500 million agdeeprincipal amount of 6.875% Notes due 205&xithange for net proceeds,
after deducting underwriting discounts and othgremses, of $483 million. The Notes are senior umsekobligations and may be redeeme
whole or in part, on or after October 1, 2019, eddemption price equal to 100% of the principabant redeemed plus accrued and unpaid
interest to the redemption date.

On April 1, 2014, a subsidiary of Embarqg paid atumigy the $30 million principal amount of its 7 %gfirst mortgage bonds.

During the year ended December 31, 2014, we repssth18.9 million shares of the company’s outstapdommon stock in the open
market. These shares were repurchased for an aggnegrket price of $633 million, or an averagechase price of $33.42 per share. The
repurchased common stock has been retired. Foti@ualiinformation, see “Note 17—Repurchase of @eyitink Stock” in Item 8 of our
Annual Report on Form 10-K for the year ended Ddwemn31, 2014.

In 2012 and early 2013, we accepted approximat@byrsillion from Round 1 of Phase 1 of the FCC’s Cégtablished by Congress to
help telecommunications carriers defray the cogiro¥iding broadband access to remote customersni&fed to use the funds to deploy
broadband service for up to 45 thousand homessemnued rural areas principally in Colorado, Minrtasdlew Mexico, Virginia and
Washington. In 2013, the FCC announced anotherdrofi€ AF funding and we initially agreed to accapproximately $54 million from
Round 2 of Phase 1 of the FCC’s CAF to bring breadbservices to more than 92 thousand rural homedasinesses in unserved high-cost
areas. Due to challenges from other competingadelecunications carriers on the unserved rural atbasjnal amount offered to us by the
FCC, which we accepted in late 2013, was approxm&40 million.
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Certain Matters Related to Acquisitions

When we acquired Qwest and Savvis in 2011, Qwestsacquisition debt obligations consisted prinyaoil debt securities issued by
QCIll and two of its subsidiaries while Savvis’ loteym debt obligations (after the discharge otdavertible senior notes in connection with
the completion of the acquisition) consisted priityasf capital leases, the remaining outstandingipos of which are all now included in our
consolidated debt balances. The indentures gowgefimest’s remaining debt securities contain custgroavenants that restrict the ability of
Qwest or its subsidiaries from making certain payts@nd investments, granting liens and sellingjaorsferring assets. Based on current
circumstances, we do not anticipate that thesenaots will significantly restrict our ability to mage cash balances or transfer cash betweer
entities within our consolidated group of compardssieeded.

In accounting for the Qwest acquisition, we recdr@avests debt securities at their estimated fair valudscivtotaled $12.292 billion ¢
of April 1, 2011. Our acquisition date fair valugtimates were based primarily on quoted marketpr active markets and other observable
inputs where quoted market prices were not availafthe fair value of Qwest’s debt securities exeédtieir stated principal balances on the
acquisition date by $693 million, which we recor@eda premium.

The table below summarizes the portions of thisniuen recognized as a reduction to interest expenstinguished during the periods
indicated:

Years Ended From April 1, 2011 :
December 31 Total Since
through
2014 2013 December 31, 201 Acquisition
(Dollars in millions)
Amortized $42 62 24C 344
Extinguishec® = 41 23¢ 27¢
Total $42 102 47¢ 62C

(1) Extinguished in connection with the payment of Quekebt securities prior to maturit

The remaining premium of $73 million as of Decem®&r2014, will reduce interest expense in futlegquls, unless otherwise
extinguished.

Other Matters

CenturyLink has cash management arrangements eiithiic of its principal subsidiaries, in which staygial portions of the subsidiaries’
cash is regularly advanced to CenturyLink. Altho@gnturyLink periodically repays these advancesita the subsidiarie€ash requiremen
throughout the year, at any given point in time @eriink may owe a substantial sum to our subsidgunder these advances, which, in
accordance with generally accepted accounting iptes; are eliminated in consolidation and therefoot recognized on our consolidated
balance sheets.

We also are involved in various legal proceediingd tould have a material adverse effect on oanfiral position. See Note 14—
Commitment and Contingencies to our consolidatedrftial statements in Item 8 of our Annual ReparForm 10-K for the year ended
December 31, 2014 for the current status of sugal leroceedings.
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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.

Management periodically reviews our exposure terggt rate fluctuations and periodically implemesttategies to manage the expos
From time to time, we have used derivative instmi®¢o (i) lockin or swap our exposure to changing or variableratt rates for fixed inter
rates or (ii) to swap obligations to pay fixed ne&t rates for variable interest rates. As of Ddmam31, 2014, we had no such instruments
outstanding. We have established policies and pires for risk assessment and the approval, regoatid monitoring of derivative
instrument activities. We do not hold or issue e financial instruments for trading or spetiviapurposes.

At December 31, 2014, we had approximately $2dI®bi(excluding capital lease and other obligatiavith a carrying amount of $509
million) of long-term debt outstanding, approximat®5.0% of which bears interest at fixed rates @ritierefore not exposed to interest rate
risk. At December 31, 2014, we had $980 millioraflog rate debt exposed to changes in the Lond@mBank Offered Rate (LIBOR). A
hypothetical increase of 100 basis points in LIB@Ritive to this debt would decrease our annuatgxesarnings by $10 million.

By operating internationally, we are exposed tortble of fluctuations in the foreign currencieswhich our international subsidiaries
operate in currencies other than the U.S. Dollamarily the British Pound, the Canadian Dollag thapanese Yen, the Hong Kong Dollar and
the Singapore Dollar. Although the percentagesuofoonsolidated revenues and costs that are deatadiin these currencies are immaterial,
future volatility in exchange rates and an incréag@e number of transactions could adversely ichpar consolidated results of operations.
We use a sensitivity analysis to estimate our exym this foreign currency risk, measuring thande 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 arfmal assets resulting from a hypothetical 10%mghan these exchange rates was $21 millio
at December 31, 2014.

Certain shortcomings are inherent in the methoahalysis presented in the computation of expodorasarket 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 Bbee 31, 2014.

OFF-BALANCE SHEET ARRANGEMENTS

We have no special purpose or limited purposeiestihat provide off-balance sheet financing, lifityi or market or credit risk support
and we do not engage in leasing, hedging or oihelas activities that expose us to any significhabilities that are not (i) reflected on the
face of the consolidated financial statementsd{sglosed in Note 14—Commitments and Contingenciersir consolidated financial
statements in Item 8 of our Annual Report on FofKlfor the year ended December 31, 2014, or irFiterre Contractual Obligations table
included above or (iii) discussed under the heatiihgrket Risk” above.

B-34



Table of Contents

CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

The Board of Directors and Stockholders
CenturyLink, Inc.:

We have audited the accompanying consolidated balsineets of CenturyLink, Inc. and subsidiaries @Gompany) as of December 31,
2014 and 2013, and the related consolidated statsrmé&operations, comprehensive (loss) incomd) flas/s, and stockholders’ equity for
each of the years in the three-year period endegiber 31, 2014. These consolidated financialrsitts are the responsibility of the
Company’s management. Our responsibility is to egpran opinion on these consolidated financiatistants based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited 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 Blasis, evidence supporting the amounts and digds in the financial statements. An a
also includes assessing the accounting princied and significant estimates made by managenenelaas 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, 2014 and 2013, ana¢huéts of their operations and their cash flowsefach of the years in the three-year
period ended December 31, 2014, in conformity wit8. generally accepted accounting principles.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the
Company’s internal control over financial reportiag of December 31, 2014, based on criteria estadiininternal Control— Integrated
Framework (1992 issued by the Committee of Sponsoring Organizatafrthe Treadway Commission (COSO), and our regeed
February 24, 2015 expressed an unqualified opiarothe effectiveness of the Company’s internal mdmtver financial reporting.

/sl KPMG LLP

Shreveport, Louisiana
February 24, 2015
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM

The Board of Directors and Stockholders
CenturyLink, Inc.:

We have audited CenturyLink, Inc. and subsidiafike Company) internal control over financial repay as of December 31, 2014,
based on criteria establishedimernal Control— Integrated Framework (1992ssued by the Committee of Sponsoring Organizatafrthe
Treadway Commission (COSO). The Company’s manageisieasponsible for maintaining effective internahtrol over financial reporting
and for its assessment of the effectiveness offriatecontrol over financial reporting, includedtire accompanying Management’s Report on
Internal Control Over Financial Reporting (Item 98)ur responsibility is to express an opinion o& @ompany’s internal control over
financial reporting based on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversighti8d&nited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whetheatigéfénternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness eaististesting and evaluating the design and operafiiectiveness of internal control based on
the assessed risk. Our audit also included perfagreuch other procedures as we considered necesghg/circumstances. 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 repogiincludes those policies and procedures thai€fthin 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 reasanabsurance regarding prevention or timely detecfainauthorized 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,
2014, based on criteria establishedniternal Control— Integrated Framework (1992jssued 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 asadger 31, 2014 and 2013, and the related consadiddatements of operations,
comprehensive (loss) income, cash flows, and stddkins’ equity for each of the years in the threasyperiod ended December 31, 2014, anc
our report dated February 24, 2015 expressed amalifigd opinion on those consolidated financialtsments.

/sl KPMG LLP

Shreveport, Louisiana
February 24, 2015
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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
Impairment of goodwill (Note 2
Total operating expens:
OPERATING INCOME
OTHER (EXPENSE) INCOME
Interest expens
Net gain (loss) on early retirement of d
Other income, ne
Total other (expense) incon
INCOME BEFORE INCOME TAX EXPENSI
Income tax expens
NET INCOME (LOSS)

BASIC AND DILUTED EARNINGS (LOSS) PER COMMON SHAR
BASIC
DILUTED

WEIGHTED AVERAGE COMMON SHARES OUTSTANDINC(
BASIC
DILUTED

See accompanying notes to consolidated financssients.
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Years Ended December 31

2014

2013

2012

(Dollars in millions, except per share
amounts and shares in thousands)

$ 18,03: 18,098  18,37¢
7,84¢ 7,507 7,63¢
3,347 3,50z 3,24¢
4,42¢ 4,541 4,78

— 1,097 —
15,62  16,64. 15,66«
2,41( 1,45¢ 2,71¢
1,31) (1,299 (1,319

— 10 (179

11 59 35
(1,300 (1,229 (1,469
1,11( 224 1,25(
33¢ 462 472
$ 772 (23¢) 777
$ 1.3 (0.40) 1.2¢
$ 1.3 (0.40) 1.2¢
568,43' 600,89 620,20
569,73¢  600,89; 622,28
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CENTURYLINK, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) IMMME

NET INCOME (LOSS)
OTHER COMPREHENSIVE (LOSS) INCOME
Items related to employee benefit pla
Change in net actuarial (loss) gain, net of $74806) and $432 ta
Change in net prior service credit, net of $1, $6d $4 tay
Auction rate securities marked to market, net—, $—and $(1) ta>
Auction rate securities settlements reclassifiedgbincome, net of—, $—and $(1) ta
Foreign currency translation adjustment and othetrof $1, —and —tax
Other comprehensive (loss) incol
COMPREHENSIVE (LOSS) INCOMI

See accompanying notes to consolidated financssients.
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Years Ended December 31

2014 2013 2012
(Dollars in millions)

$ 772 (239) 777
(1,200 981 (694)
@ (84) (6)

— — 2

- - 3
(14) 2 6
(1,215 89¢ (68S)
$ (449 66C 88




Table of Contents

CENTURYLINK, INC.
CONSOLIDATED BALANCE SHEETS

As of December 31
2014 2013
(Dollars in millions
and shares in thousands)

ASSETS
CURRENT ASSET¢
Cash and cash equivalel $ 12¢ 16¢€
Accounts receivable, less allowance of $162 and: 1,98¢ 1,97
Deferred income taxes, n 88( 1,16
Other 58C 597
Total current asse 3,57¢ 3,901
NET PROPERTY, PLANT AND EQUIPMEN
Property, plant and equipme 36,71¢ 34,30°
Accumulated depreciatic (18,28Y (15,66)
Net property, plant and equipme 18,43 18,64¢
GOODWILL AND OTHER ASSETS
Goodwill 20,75! 20,67+
Customer relationships, n 4,89: 5,93t
Other intangible assets, r 1,64 1,80z
Other, ne 843 823
Total goodwill and other asse 28,13¢ 29,23
TOTAL ASSETS $ 50,14° 51,78:

LIABILITIES AND STOCKHOLDERS EQUITY
CURRENT LIABILITIES

Current maturities of lor-term debt $ 55C 78E
Accounts payabl 1,22¢ 1,111
Accrued expenses and other liabilit

Salaries and benefi 641 65C

Income and other taxt 30¢ 33¢

Interest 25¢€ 27%

Other 21C 514

Advance billings and customer depo: 72¢€ 737

Total current liabilities 3,91¢ 4.,40¢

LONG-TERM DEBT 20,12: 20,18
DEFERRED CREDITS AND OTHER LIABILITIES

Deferred income taxes, n 4,03( 4,75:

Benefit plan obligations, ni 5,80¢ 4,04¢

Other 1,243 1,20

Total deferred credits and other liabiliti 11,08¢ 10,00¢

COMMITMENTS AND CONTINGENCIES (Note 14
STOCKHOLDER? EQUITY
Preferred stock—non-redeemable, $25.00 par vaiubpezed 2,000 shares, issued and outstandingl 7 an

shares — —
Common stock, $1.00 par value, authorized 1,600z0@01,600,000 shares, issued and outstanding 56!

and 583,637 shart 56¢ 584

Additional paic-in capital 16,32¢ 17,34

Accumulated other comprehensive I (2,017%) (802)

Retained earning 147 66

Total stockholder equity 15,02: 17,19:

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 50,14° 51,78:

See accompanying notes to consolidated financssients.
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CENTURYLINK, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
Years Ended December 31

2014 2013 2012
(Dollars in millions)

OPERATING ACTIVITIES

Net income (loss $ 772 (239 771
Adjustments to reconcile net income (loss) to reshcprovided by operating activitie
Depreciation and amortizatic 4,42¢ 4,541 4,78(
Impairment of goodwill (Note 2 — 1,092 —
Impairment of asse 32 — —
Deferred income taxe 291 391 394
Provision for uncollectible accour 15¢ 152 187
Gain on sale of intangible ass — (32 —
Net lon¢-term debt premium amortizatic (33 (57 (88
Net (gain) loss on early retirement of d — (10) 17¢
Share based compensat 79 71 11C
Changes in current assets and liabilit
Accounts receivabl (163) (212) (159
Accounts payabl 7C (7€) (72)
Accrued income and other tax (84) 28 (14
Other current assets and liabilities, (270 263 1€
Retirement benefit (189 (342 (169
Changes in other noncurrent assets and liabiltiet 9¢ 18 161
Other, ne’ (8) (30 (42
Net cash provided by operating activit 5,18¢ 5,55¢ 6,06°¢
INVESTING ACTIVITIES
Payments for property, plant and equipment andaléged software (3,047 (3,04%) (2,919
Cash paid for acquisitior (93 (160 —
Proceeds from sale of property and intangible a: 63 8C 191
Other, ne’ — (20) 38
Net cash used in investing activiti (3,0779) (3,14%) (2,690
FINANCING ACTIVITIES
Net proceeds from issuance of I-term debt 482 2,481 3,36%
Payments of lor-term debi (800 (2,010 (5,119
Net (payments) borrowings on credit facil 4 (95) 543
Early retirement of debt cos — (32) (34¢€)
Dividends paic (1,22%) (1,307 (1,81))
Net proceeds from issuance of common s 5C 73 11C
Repurchase of common sta (650 (1,58¢) (37)
Other, ne (2) 15 2
Net cash used in financing activiti (2,15)) (2,459 (3,29%)
Effect of exchange rate changes on cash and casba&ts — — 3
Net (decrease) increase in cash and cash equis (40) (43 83
Cash and cash equivalents at beginning of p¢ 16¢ 211 12¢
Cash and cash equivalents at end of pe $ 12t $ 16¢ $ 211
Supplemental cash flow informatic
Income taxes paid, n $ 270 $ (49 (82
Interest paid (net of capitalized interest of $84] and $43 $(1,33¢) $(1,339) (1,40%)

See accompanying notes to consolidated financssients.
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CENTURYLINK, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

COMMON STOCK (represents dollars and sha
Balance at beginning of peric
Issuance of common stock through dividend reinvestiincentive and benefit pla
Repurchase of common stc
Shares withheld to satisfy tax withholdir
Balance at end of peric

ADDITIONAL PAID -IN CAPITAL
Balance at beginning of peric
Issuance of common stock through dividend reinvestiincentive and benefit pla
Repurchase of common stc
Shares withheld to satisfy tax withholdir
Sharebased compensation and other,
Dividends declare
Balance at end of peric

ACCUMULATED OTHER COMPREHENSIVE LOS:!
Balance at beginning of peric
Other comprehensive (loss) incol
Balance at end of peric

RETAINED EARNINGS
Balance at beginning of peric
Net income (loss
Dividends declare
Balance at end of peric

TOTAL STOCKHOLDERS EQUITY

See accompanying notes to consolidated financi&sients.
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Years Ended December 31

2014

2013

2012

(Dollars in millions)

$ 584 62€ 61¢
4 4 8

(19) (46) —
— — @)

56¢ 584 62€
17,34 19,07¢ 18,90
46 69 102
(591) (1,55 —
(16) (18) (34)

82 85 11C
(540 (321 —
16,32: 17,34. 19,07
(802 (1,703 (1,017
(1,215  89¢ (689
(2,01) (8029 (1,709
66  1,28°  2,31¢

77z (23%) 777
(691)  (980) (1,81)
147 66 1,28
$15,020 17,19 19,28¢
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CENTURYLINK, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Unless the context requires otherwise, refereneakis Appendix B to “CenturyLink,” “we,” “us” and‘our” refer to CenturyLink, Inc.
and its consolidated subsidiaries.

(1) Basis of Presentation and Summary of Significant Acounting 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 longadise, broadband, private line
(including special access), Multi-Protocol Labelighing (“MPLS”), data integration, managed host{including cloud hosting), colocation,
Ethernet, network access, public access, wirelédsp and other ancillary services.

The accompanying consolidated financial statemiectade our accounts and the accounts of our sisvgd. Intercompany amounts &
transactions with our consolidated subsidiarieseHzaen eliminated.

To simplify the overall presentation of our condatied financial statements, we report immateriadamts attributable to noncontrolling
interests in certain of our subsidiaries as follof)sncome attributable to noncontrolling intetes other income (expense), (ii) equity
attributable to noncontrolling interests in additib paid-in capital and (jii) cash flows attribukato noncontrolling interests in other, net
financing activities.

We reclassified certain prior period amounts tofaon to the current period presentation, including categorization of our revenues
our segment reporting. See Note 12—Segment Infoom&br additional information. These changes hadmpact on total revenues, total
operating expenses or net income (loss) for anypger

In January 2013, we sold $43 million of our wiralepectrum assets held for sale. The sale resolgedain of $32 million, which is
recorded as other income on our consolidated statenof operations.

Changes in Estimates

As a result of our annual reviews to evaluate #@asonableness of the depreciable lives for ourgotppplant and equipment, effective
January 2014, we changed the estimates of the mégrgaéconomic lives of certain switch and circigtwiork equipment. These changes
resulted in a net increase in depreciation expehapproximately $78 million for the year ended Bexber 31, 2014. This net increase in
depreciation expense, net of tax, reduced congetlidaet income by approximately $48 million, or@®per basic and diluted common share,
for the year ended December 31, 2014.

Additionally, during the third quarter of 2014, weveloped a plan to migrate customers from onaiohetworks to another between the
fourth quarter of 2014 through the fourth quarte2@l5. As a result, we implemented changes imegés that reduced the remaining
economic lives of certain network assets. Thesaegdmincreased depreciation expense of approxiyn®i@ million for the year ended
December 31, 2014 and is expected to increase dapoa expense by approximately $48 million fod80The increase in depreciation
expense, net of tax, reduced consolidated net indmyrapproximately $7 million, or $0.01 per basid diluted common share, for the year
ended December 31, 2014.

During the fourth quarter 2013, we changed theredts of the remaining economic lives of certaiargible assets, specifically, the
Sawvis trade name, which is no longer being utlljznd certain Savvis cloud software, which haslveplaced by cloud software acquired
through our more recent acquisitions. These charggested in an increase in amortization expensppfoximately $23 million for the year
ended December 31, 2014. This increase in amadizakpense, net of tax, reduced consolidatednceine by
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approximately $14 million, or $0.02 per basic afldtdd common share, for the year ended Decemhe2@®H. As of December 31, 2014, the
Savvis trade name and the Savvis cloud software fudlly amortized.

Summary of Significant Accounting Policie
Use of Estimates

Our consolidated financial statements are preparadcordance with U.S. generally accepted accogigiinciples. These accounting
principles require us to make certain estimatedgjuents and assumptions. We believe that the gssimjadgments and assumptions we mak
when accounting for items and matters such asydtutmited to, investments, long-term contractsstomer retention patterns, allowance for
doubtful accounts, depreciation, amortization, tgakiations, internal labor capitalization rates;overability of assets (including deferred tax
assets), impairment assessments, pension, pastanetit and other post-employment benefits, taxataia liabilities and other provisions and
contingencies are reasonable, based on informatiaitable at the time they were made. These estgnatdgments and assumptions can a
the reported amounts of assets, liabilities andpmmants of stockholders’ equity as of the datebe®fconsolidated balance sheets, as well as
the reported amounts of revenues, expenses andocemis of cash flows during the periods presemtenii consolidated statements of
operations, our consolidated statements of comps#e (loss) income and our consolidated statenedridash flows. We also make estimates
in our assessments of potential losses in relatidhreatened or pending tax and legal mattersN®&¢e 11—Income Taxes and Note 14—
Commitments and Contingencies for additional infation.

For matters not related to income taxes, if ai®g®nsidered probable and the amount can be rebloestimated, 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 estthiass if recovery is also deemed probable.

For matters related to income taxes, if we deteertfiat the impact of an uncertain tax position igerlikely than not to be sustained
upon audit by the relevant taxing authority, thennecognize a benefit for the largest amount ghatare likely than not to be sustained. No
portion of an uncertain tax position will be rectmgd if the position has less than a 50% likelihobtdeing sustained. Interest is recognized ol
the amount of unrecognized benefit from uncertaingositions.

For all of these and other matters, actual resoltdd differ from our estimates.

Revenue Recognition

We recognize revenue for services when the relgedces are provided. Recognition of certain paysesceived in advance of servi
being provided is deferred until the service isvided. These advance payments include activatidrrastallation charges, which we recogr
as revenue over the expected customer relatiopahipd, which ranges from eighteen months to oeryears depending on the service. We
also defer costs for customer activations and liasians. The deferral of customer activation anstallation costs is limited to the amount of
revenue deferred on advance payments. Costs iseré@dvance payments are recorded as expertse petiod such costs are incurred.
Expected customer relationship periods are estinaging historical experience. Termination feestber fees on existing contracts that are
negotiated in conjunction with new contracts areded and recognized over the new contract term.

We offer bundle discounts to our customers whoivecgertain groupings of services. These bundleadists are recognized concurrel
with the associated revenue and are allocatecetgahious services in the bundled offering basetherestimated 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 withugteroer arrangement is allocated to eact
element based on the relative estimated selling
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price of the separate elements. We have estimagesetling prices of each element by referencestwlorspecific objective evidence of selli

prices when the elements are sold separately. &fenue associated with each element is then rexedyais earned. For example, if we receivi
an advance payment when we sell equipment andneong service together, we immediately recognizeegsnue the amount allocated to the
equipment as long as all the conditions for revargegnition have been satisfied. The portion efablvance payment allocated to the service
based upon its relative selling price is recognizdbly over the longer of the contractual pevothe expected customer relationship period.

We periodically transfer optical capacity asset®onnetwork to other telecommunications serviaeiess. These transactions are
structured as indefeasible rights of use, commuaefigrred to as IRUs, which are the exclusive righise a specified amount of capacity or
fiber for a specified term, typically 20 years. \&xount 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 havrecognized revenue on any
contemporaneous exchanges of our optical capassgtafor other optical capacity assets.

In connection with offering products and servicesviled by third-party vendors, we review the rielaship between us, the vendor and
the end customer to assess whether revenue sheudghbrted on a gross or net basis. In assessiathetrevenue should be reported on a
gross or net basis, we consider whether we acpaseipal in the transaction, take title to thegucts, have risk and rewards of ownership or
act as an agent or broker. Based on our agreem@ht®IRECTV and Verizon Wireless, we offer thesewsces through sales agency
relationships which are reported on a net basis.

For our hosting operations, we have service lepaimnitments pursuant to contracts with certain afaignts. To the extent that such
service levels are not achieved or are otherwisputied due to performance or service issues or s#reice interruptions or conditions, we
estimate the amount of credits to be issued aratdexreduction to revenues, with a correspondicgeiase in the credit reserve.

USF, Gross Receipts Taxes and Other Surcharges

In determining whether to include in our revenued expenses the taxes and surcharges collectedcfistomers and remitted to
government authorities, including USF charges,ssaise, value added and some excise taxes, wes gagemg other things, whether we are
the primary obligor or principal taxpayer for tlaxés assessed in each jurisdiction where we dadssiln jurisdictions where we determine
that we are the principal taxpayer, we record tivelgarges on a gross basis and include them inrewenues and costs of services and prod
In jurisdictions where we determine that we areetyea collection agent for the government authositg record the taxes on a net basis an
not include them in our revenues and costs of sesvand products.

Advertising Costs

Costs related to advertising are expensed as edtamd included in selling, general and adminiseagxpenses in our consolidated
statements of operations. Our advertising experse$214 million, $210 million and $189 million fire years ended December 31, 2014,
2013 and 2012, respectively.

Legal Costs

In the normal course of our business, we incursctushire and retain external legal counsel tosaluis on regulatory, litigation and other
matters. We expense these costs as the relatedeseave received.

Income Taxes

We file a consolidated federal income tax returthwiur eligible subsidiaries. The provision forange taxes consists of an amount for
taxes currently payable, an amount for tax consecpsedeferred to future periods, adjustments tdiabitities for uncertain tax positions and
amortization of investment tax credits. We
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record deferred income tax assets and liabiligéiecting future tax consequences attributablexonet operating losses (“NOLS"), tax credit
carryforwards and differences between the finarstatement carrying value of assets and liabildied the tax bases of those assets and
liabilities. Deferred taxes are computed using tethtax rates expected to apply in the year in wtiie differences are expected to affect
taxable income. The effect on deferred income et and liabilities of a change in tax rate é@gaized in earnings in the period that
includes 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. See Note 1leradaxes for additional information.

Cash and Cash Equivalents

Cash and cash equivalents include highly liquicgiments that are readily convertible into cashagdot subject to significant risk
from fluctuations in interest rates. As a restilg value at which cash and cash equivalents aogtegbin our consolidated financial statements
approximates their fair value. In evaluating inweshts for classification as cash equivalents, weire that individual securities have original
maturities of ninety days or less and that indigidavestment funds have dollar-weighted averageiritis of ninety days or less. To preserve
capital and maintain liquidity, we invest with fimeial institutions we deem to be of sound financ@dition and in high quality and relatively
risk-free investment products. Our cash investrpefity limits the concentration of investments wagecific financial institutions or among
certain products and includes criteria relatedréalic worthiness of any particular financial instibn.

Book overdrafts occur when checks have been issuedave not been presented to our controlled déglmoent 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 cors@iibalance sheet. This activity is
included in the operating activities section in oansolidated statements of cash flows.

Accounts Receivable and Allowance for Doubtful Acamnts

Accounts receivable are recognized based upomtioeiat due from customers for the services proviteat cost for purchased and ot
receivables less an allowance for doubtful accodrits allowance for doubtful accounts receivabfiects our best estimate of probable losse:
inherent in our receivable portfolio determinedtloa basis of historical experience, specific alloees for known troubled accounts and other
currently available evidence. We generally consaleraccounts past due if they are outstanding 80efays. Our collection process varies by
the customer segment, amount of the receivablepandvaluation of the customer’s credit risk. @ast due accounts are written off against
our allowance for doubtful accounts when colleci®moonsidered to be not probable. Any recoverfexcoounts previously written off are
generally recognized as a reduction in bad deb¢mesgin the period received. The carrying valuacobunts receivable net of the allowance
for doubtful accounts approximates fair value.

Property, Plant and Equipment

Property, plant and equipment acquired in connrctiith our acquisitions was recorded based onstisnated fair value as of its
acquisition date plus the estimated value of aspeiated legally or contractually required retiretebligations. Purchased and constructed
property, plant and equipment is recorded at qbss the estimated value of any associated legalgontractually required retirement
obligations. Property, plant and equipment is deipted primarily using the straight-line group neethUnder the straight-line group method,
assets dedicated to providing telecommunicationscgs (which comprise the majority of our propegiiant and equipment) that have similar
physical characteristics, use and expected useéd are pooled for
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purposes of depreciation and tracking. The eqtealioup procedure is used to establish each pawésage remaining useful life. Generally,
under the straight-line group method, when an assetld or retired in the course of normal bussradtivities, the cost is deducted from
property, plant and equipment and charged to aclatedidepreciation without recognition of a gaidass. A gain or loss is recognized in our
consolidated statements of operations only if paBal is abnormal or unusual. Leasehold improvesnamg amortized over the shorter of the
useful lives of the assets or the expected lease Expenditures for maintenance and repairs goeresed as incurred. Interest is capitalized
during the construction phase of network and oititerrnal-use capital projects. Employee-relatedscfis construction of network and other
internal use assets are also capitalized duringdhstruction phase. Property, plant and equipmgoplies used internally are carried at
average cost, except for significant individuahitefor which cost is based on specific identifioati

We perform annual internal reviews to evaluateréfasonableness of the depreciable lives for oyrgrty, plant and equipment. Our
reviews utilize models that take into account adatisage, physical wear and tear, replacement gishiesumptions about technology evolution
and, in certain instances, actuarially determinetbabilities to estimate the remaining useful tifeour asset base. Our remaining useful life
assessments anticipate the loss in service valassefs that may precede the physical retiremessetd shared among many customers may
lose service value as those customers leave thretHowever, the asset is not retired until abtomers no longer utilize the asset.

We have asset retirement obligations associatddthet legally or contractually required removabdimited group of property, plant a
equipment assets from leased properties and thegdisof 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 capitatizes property, plant and equipment and then aneortizer the estimated remaining useful life
of the associated asset. Where the removal oldigéinot legally binding, the net cost to remoseeds is expensed in the period in which the
costs are actually incurred.

We review long-lived tangible assets for impairmehtnever facts and circumstances indicate thatalmying amounts of the assets
may not be recoverable. For assessment purposeslied assets are grouped with other assetsiabititles at the lowest level for which
identifiable cash flows are largely independenthef cash flows of other assets and liabilitieseaba material change in operations. An
impairment loss is recognized only if the carryamgount of the asset group is not recoverable aodesls its fair value. Recoverability of the
asset group to be held and used is assessed byadomfhe carrying amount of the asset group tetienated undiscounted future net cash
flows expected to be generated by the asset gtbtlife asset group’s carrying value is not recolbkraan impairment charge is recognized for
the amount by which the carrying amount of the tagsmuip exceeds its fair value. We determine falugs by using a combination of
comparable market values and discounted cash flasvappropriate.

Gooduwill, Customer Relationships and Other Intangilbe Assets

Intangible assets arising from business combinatisach as goodwill, customer relationships, chp&d software, trademarks and trade
names, are initially recorded at estimated faingalWe amortize customer relationships primarilgroan estimated life of 10 to 15 years, using
either the sum-of-the-years-digits or the straigi#-methods, depending on the type of customeraWertize capitalized software using the
straight-line method over estimated lives rangipgai7 years, except for approximately $237 milladrour capitalized software costs, which
represents costs to develop an integrated billmbcustomer care system which is amortized usiegttaight-line method over a 20 year
period. We amortize our other intangible assetdgrénantly using the sum-of-the-years-digits metbedr an estimated life of 4 years. Other
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.
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Internally used software, whether purchased orldgee by us, is capitalized and amortized usingstheght-line method over its
estimated useful life. We have capitalized certaists associated with software such as costs ologess 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. Scite maintenance, data conversion and
training costs are expensed in the period in wiiely are incurred. We review the remaining econdiwés of our capitalized software
annually. Capitalized software is included in otiiéangible assets, net, in our consolidated baaheets.

Our long-lived intangible assets, other than godidwith indefinite lives are assessed for impainhannually, or, under certain
circumstances, more frequently, such as when ewemtiscumstances indicate there may be an impaitnidese assets are carried at the
estimated fair value at the time of acquisition asdets not acquired in acquisitions are recortibs@rical cost. However, if their estimated
fair value is less than the carrying amount, othdefinitedived intangible assets are reduced to their estich&air value through an impairme
charge to our consolidated statements of operations

We annually review the estimated lives and methsgsl to amortize our other intangible assets. Theahamounts of amortization
expense may differ materially from our estimategpeahding on the results of our annual review.

We are required to assess goodwill for impairmeigast annually, or more frequently if events @hange in circumstances indicate |
an impairment may have occurred. We are requiredite-down the value of goodwill in periods in whithe recorded amount of goodwill
exceeds the implied fair value of goodwill. Oura@gpng units are not discrete legal entities wiikcdete financial statements. Our assets and
liabilities are employed in and relate to the operes of multiple reporting units. Therefore, thuéy carrying value and future cash flows
must be estimated each time a goodwill impairmeséssment is performed on a reporting unit. Asaltieour assets, liabilities and cash flc
are assigned to reporting units using reasonallleansistent allocation methodologies. Certaimestes, judgments and assumptions are
required to perform these assignments. We belisegetestimates, judgments and assumptions to enaale, but changes in many of these
can significantly affect each reporting unit's @gudarrying value and future cash flows utilized émir goodwill impairment assessment.

During the fourth quarter of 2013, we elected targe the date of our annual assessment of goddvpdlirment from September 30 to
October 31. This is a change in method of applgin@ccounting principle which management beliesespreferable alternative as the new
date of the assessment is more closely alignedawittstrategic planning process. The change im$sessment date did not delay, accelere
avoid a potential impairment charge in 2013. Wdqrared our annual goodwill impairment assessmeBeatember 30, 2013, prior to the
change in our annual assessment date. We thempeda qualitative assessment of our goodwill adabber 31, 2013 and concluded that
our goodwill for consumer, wholesale and businep®rting units was not impaired and our goodwitliosting reporting unit was not further
impaired as of that date.

We are required to reassign goodwill to reportingsueach time we reorganize our internal reporsitmgcture which causes a change in
the composition of our reporting units. Goodwilréassigned to the reporting units using a reldtuevalue approach. We utilize the earnings
before interest, taxes, depreciation and amortimas our allocation methodology as it represenémsonable proxy for the fair value of the
operations being reorganized.

See Note 2—Goodwill, Customer Relationships anceOlthtangible Assets for additional information.

Pension and Post-Retirement Benefits

We recognize the funded status of our defined lieaed post-retirement plans as an asset or ditiabn our consolidated balance sheet.
Each year's actuarial gains or losses are a conmpaf®ur other comprehensive
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(loss) income, which is then included in our acclataed other comprehensive loss. Pension andrptistment benefit expenses are recogn
over the period in which the employee renders serand becomes eligible to receive benefits. Weensagnificant assumptions (including the
discount rate, expected rate of return on plantgss®rtality and health care trend rates) in cainguhe pension and post-retirement benefits
expense and obligations. See Note 7—Employee Bsriefiadditional information.

Foreign Currency

Our results of operations include foreign subsidarwhich are translated from the applicable fiometl currency to the United States
Dollar using the average exchange rates duringegherting period, while assets and liabilities @emslated at the reporting date. We include
gains or losses from foreign currency remeasureimasther income, net in our consolidated statesiehbperations. Certain non-U.S.
subsidiaries designate the local currency as theational currency, and we record the translatibtheir assets and liabilities into U.S. dollars
at the balance sheet date as translation adjusiraedtinclude them as a component of accumulatest obomprehensive loss in our
consolidated balance sheets.

Common Stock

At December 31, 2014, we had 4 million unissuedeshaf CenturyLink common stock reserved for adgtjaiss. In addition, we had
27 million shares authorized for future issuanceeurour equity incentive plans.

Preferred stock

Holders of outstanding CenturyLink preferred stack entitled to receive cumulative dividends, reegireferential distributions equal to
$25 per share plus unpaid dividends upon Centukytiiquidation and vote as a single class withtleéders of common stock.

Dividends

We pay dividends out of retained earnings to therexwe have retained earnings on the date thdetid is declared. If the dividend is in
excess of our retained earnings on the declardtts, then the excess is drawn from our additipagl-in capital.

Recent Accounting Pronouncements

On May 28, 2014, the Financial Accounting Stand&dard (“FASB”) issued Accounting Standards Updzd&4-09, “Revenue from
Contracts with Customers” (“ASU 2014-09” or “nevastiard”). The new standard is effective for anmauml interim periods beginning
January 1, 2017, and early adoption is prohibife®l) 2014-09 may be adopted by applying the prowsiof the new standard on a
retrospective basis to the periods included irfitrencial statements or on a modified retrospedbiasis which would result in the recognition
of a cumulative effect of adopting ASU 2014-09he first quarter of 2017. We have not yet decidaitivimplementation method we will
adopt.

The new standard replaces virtually all existingegally accepted accounting principles (“GAAP”) @wvenue recognition and replaces
them with a principles-based approach for detemmgimevenue recognition using a new five step mode. core principle of ASU 2014-09 is
that an entity should recognize revenue to depitiansfer of promised goods or services to custsimm an amount that reflects the
consideration to which the entity expects to bétledtin exchange for those goods or services. 28W4-09 also includes new accounting
principles related to the deferral and amortizatibnontract acquisition and fulfillment costs. \6larently do not defer any contract acquisi
costs and defer contract fulfillment costs onlytaphe extent of any revenue deferred.
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We are studying the new standard and are in thg giages of assessing the impact the new stawdHrgave on us and our consolidat
financial statements. We cannot, however, provigeestimate of the impact of adopting the new stamhét this time.

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 danesf 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) Goodwill, Customer Relationships and Other Intagible Assets
Goodwill, customer relationships and other intafeydssets consisted of the following:

As of December 31

2014 2013
(Dollars in millions)
Goodwill $20,75¢ 20,67
Customer relationships, less accumulated amortizatf $4,682 and $3,6¢ 4,89:¢ 5,93t
Indefinite-life intangible asset 26¢ 321
Other intangible assets subject to amortiza
Capitalized software, less accumulated amortizaifo$il,533 and $1,1¢ 1,33¢ 1,41¢
Trade names and patents, less accumulated amionizdi$196 and $20 41 66
Total other intangible assets, 1 $ 1,641 1,80z

Total amortization expense for intangible assetshe years ended December 31, 2014, 2013 and\28481.470 billion, $1.589 billion
and $1.710 billion, respectively. As of Decembey 3114, the gross carrying amount of goodwill, oostr relationships, indefinite-life and
other intangible assets was $33.706 billion.

We estimate that total amortization expense fangible assets for the years ending December 35 @0ough 2019 will be as follows:

(Dollars in millions)

2015 $ 1,24¢
2016 1,14¢
2017 1,03¢
2018 922
2019 80¢

Our goodwill was derived from numerous acquisitiaigere the purchase price exceeded the fair vdltleemet assets acquired.
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During the first quarter of 2013, we reorganized @perating segments to support our then operatingture. As a result, we reassigned
goodwill to our reporting units using a relativér fealue allocation approach. As of January 3, 2018 assigned our aggregate goodwill
balance to our then four reportable segments &sifsl

As of

January 3, 2013
(Dollars in millions)

Business $ 6,367
Consume 10,34¢
Wholesale 3,274
Hosting 1,64:
Total goodwill $ 21,627

We assess our goodwill and other indefinite-livetingible assets for impairment annually, or, urtéetain circumstances, more
frequently, such as when events or circumstanahisadte there may be impairment. We are requiredri@ down the value of goodwill only
when our assessment determines the recorded amfogoddwill exceeds the fair value. For 2014, oumwal goodwill impairment assessment
date was October 31, at which date we assessedvibatiour reporting units, which were our theufageportable segments (consumer,
business, wholesale and hosting). See Note 1—B&8§isesentation and Summary of Significant Accaum®Policies, for information about the
change in our goodwill impairment assessment d@te.annual impairment assessment date for indeflivied intangible assets other than
goodwill is December 31.

Our reporting units are not discrete legal entitiéth discrete financial statements. Our assetdiabdities are employed in and relate to
the operations of multiple reporting units. Forleaeporting unit, we compare its estimated faiueadf equity to its carrying value of equity
that we assign to the reporting unit. If the esteddair value of the reporting unit is greatentlae carrying value, we conclude that no
impairment exists. If the estimated fair valuelad teporting unit is less than the carrying valusecond calculation is required in which the
implied fair value of goodwill is compared to tharing value of goodwill that we assigned to teparting unit. If the implied fair value of
goodwill is less than its carrying value, goodwillist be written down to its implied fair value.

As of October 31, 2014, we estimated the fair valueur then consumer, business and wholesaletirgamits by considering both a
market approach and a discounted cash flow methdaar then hosting reporting unit by considerimdya discounted cash flow method,
which resulted in a Level 3 fair value measurem&he market approach method includes the use opaaable multiples of publicly traded
companies whose services are comparable to ouesdishounted cash flow method is based on the preséue of projected cash flows and a
terminal value, which represents the expected niizathcash flows of the reporting units beyonddheh flows from the discrete projection
period. We discounted the estimated cash flowstdoithen consumer, wholesale and business repautiitg using a rate that represents our
estimated weighted average cost of capital, whietdetermined to be approximately 6.0% as of thesassent date (which was comprised of
an after-tax cost of debt of 2.9% and a cost oftgai 8.2%). We discounted the estimated cash dlafvour then hosting reporting unit using &
rate that represents our estimated weighted aveegef capital, which we determined to be apprately 11.0% as of the assessment date
(which was comprised of an after-tax cost of ddt#.6% and a cost of equity of 12.4%). We also neded the estimated fair values of the
reporting units to our market capitalization a©etober 31, 2014 and concluded that the indicatgadi€d control premium of approximately
4.3% was reasonable based on recent transactidins market place.

As of October 31, 2014, based on our assessmeioriped with respect to these reporting units asrilesd above, we concluded that
goodwill for our then four reporting units was mwoipaired as of that date. During 2013, our thertihgseporting unit experienced slower than
previously projected revenues and margin growthgredter than anticipated competitive pressuresaaralresult, we recorded a non-cash,
non-tax-deductible goodwill impairment charge ofGRP billion for goodwill assigned to our then hngtreporting unit.
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The following table shows the rollforward of goodlveissigned to our reportable segments from theakgn3, 2013 reorganization
through December 31, 2014.

Business Consumel Wholesale Hosting Total
(Dollars in millions)

As of January 3, 201 $ 6,36: 10,34¢ 3,27¢ 1,64z 21,62’
Acquisitions — — — 13¢ 13¢
Impairment — — — (1,092 (1,097

As of December 31, 201 $ 6,36: 10,34¢ 3,27¢ 68¢ 20,67+
Purchase accounting adjustme — — — (12) (12)
November 1, 2014 reorganizati 4,022 (70 (3,279 (67¢) —
Acquisitions 92 — — — 92

As of December 31, 201 $10,47" 10,27¢ — — 20,75¢

During the year ended December 31, 2014, we adaaitef the outstanding stock of two companiestétal consideration of $95
million, net of $2 million acquired cash and inaluglimmaterial future cash payments of which $92iom was attributed to goodwill and the
remainder to various assets and liabilities. THeat#on for both acquisitions is preliminary andgct to change during the measurement
period which ends in December of 2015. The acdoistwere consummated to expand the product offeriri our business segment and
therefore the goodwill has been assigned to ttgahsat. The goodwill is attributed primarily to exgped future increases in business segment
revenue from the sale of new products. The goodsvitbt deductible for tax purposes.

During the year ended December 31, 2013, we aatjaltef the outstanding stock of two companiestfial cash consideration of $160
million, of which $139 million was attributed to gdwill and the remainder to various other assetsliabilities. During 2014, we finalized the
valuation for one entity resulting in an increas®ther intangibles assets of $19 million with aresponding reduction in goodwill of $11
million and deferred taxes of $8 million. The aaitidns were consummated to expand the productioffe of our business segment and
therefore the goodwill has been assigned to tlgaheat. The goodwill is primarily attributable top@cted future increases in business segme
revenue from the sale of new products to existigjamers as well as the acquisition of new custerdee to the products acquired. The
goodwill is not deductible for tax purposes.

The acquisitions did not materially impact the aditkated results of operations from the dates efabquisitions in either 2014 or 2013
and would not materially impact pro forma resuk®perations.

For additional information on the reorganizatioroaf segments see Note 12—Segment Information.

We completed our qualitative assessment of ouffimitkzlived intangible assets other than goodwadllof December 31, 2014 and
concluded it is more likely than not that our indeé-lived intangible assets are not impaired; thuspmmairment charge was recorded in 2(
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(3) Long-Term Debt and Credit Facilities

Long-term debt, including unamortized discounts pramiums, consisted of borrowings by CenturyLimc,. and certain of its
subsidiaries, including Qwest Corporation (“QC”"Wwe€st Capital Funding, Inc. and Embarg Corporatioth subsidiaries (“Embarq”), were as
follows:

As of December 31
Interest Rates Maturities 2014 2013
(Dollars in millions)

CenturyLink, Inc.

Senior note: 5.000%- 7.650% 2015- 2042 $ 7,82f 7,82¢
Credit facility @ 1.910%- 4.000% 2019 72~ 72t
Term loan 2.420% 2019 38C 40z
Subsidiaries
Qwest Corporatiol
Senior note: 6.125%- 8.375% 2015- 2054 7,311 7,411
Qwest Capital Funding, In
Senior note: 6.500%- 7.750% 2018- 2031 981 981
Embarg Corporation and subsidiar
Senior note: 7.082%- 7.995% 2016- 2036 2,66¢ 2,66¢
First mortgage bonc 7.125%- 8.770% 2017- 2025 232 262
Other 9.000% 2019 15C 15C
Capital lease and other obligatic Various Various 50¢ 61¢
Unamortized discounts, n (111) (78)
Total lon¢-term debr 20,67 20,96¢
Less current maturitie (550) (785)
Long-term debt, excluding current maturiti $ 20,12: 20,18:

(1) The outstanding amount of our Credit Facilipriowings at both December 31, 2014 and 2013 was #llion, with weighted average
interest rates of 2.270% and 2.176%, respectivdigse amounts change on a regular b

New Issuance:
2014

On September 29, 2014, QC issued $500 million aggeeprincipal amount of 6.875% Notes due 2054xthange for net proceeds,
after deducting underwriting discounts and othgremses, of $483 million. The Notes are senior umsgkobligations and may be redeeme
whole or in part, on or after October 1, 2019, eddemption price equal to 100% of the principabant redeemed plus accrued and unpaid
interest to the redemption date.

2013

On November 27, 2013, CenturyLink, Inc. issued $Tillon aggregate principal amount of 6.75% Nafeg 2023, in exchange for net
proceeds, after deducting underwriting discounts@her expenses, of approximately $742 millione Notes are unsecured obligations and
may be redeemed, in whole or in part, at any tireerademption price equal to the greater of par ‘@nake-whole'rate specified in the Note
plus accrued and unpaid interest to the redempigb@. In addition, at any time on or prior to Debeml, 2016, we may redeem up to 35% of
the principal amount of the Notes at a redemptidcepequal to 106.75% of the principal amount tbérplus accrued and unpaid interest to
redemption date, with the net cash proceeds adiceeqjuity offerings. Under certain circumstanees will be required to make an offer to
repurchase the Notes at a price of 101% of thejrexgate principal amount plus accrued and unpaéddst to the repurchase date.
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On May 23, 2013, QC issued $775 million aggregaitecjpal amount of 6.125% Notes due 2053, includig million principal amount
that was sold pursuant to an over-allotment opgi@nted to the underwriters for the offering, icleange for net proceeds, after deducting
underwriting discounts and other expenses, of apmately $752 million. The Notes are unsecuredgailons and may be redeemed, in whole
or in part, on or after June 1, 2018 at a redemptiice equal to 100% of the principal amount recee plus accrued and unpaid interest to th
redemption date.

On March 21, 2013, CenturyLink, Inc. issued $lidmllaggregate principal amount of 5.625% Notes2020 in exchange for net
proceeds, after deducting underwriting discounts@her expenses, of approximately $988 millione Notes are unsecured obligations and
may be redeemed, in whole or in part, at any tireerademption price equal to the greater of par ‘@nake-whole'rate specified in the Note
plus accrued and unpaid interest to the redempigde. In addition, at any time on or prior to Adrjl2016, we may redeem up to 35% of the
principal amount of the Notes at a redemption peigeal to 105.625% of the principal amount therphfs accrued and unpaid interest to the
redemption date, with the net cash proceeds adiceeqjuity offerings. Under certain circumstanees will be required to make an offer to
repurchase the Notes at a price of 101% of thejrexgate principal amount plus accrued and unpaéddst to the repurchase date.

Repayment:
2014
On October 1, 2014, QC paid at maturity the $600aniprincipal amount of its 7.50% Notes.

On April 1, 2014, a subsidiary of Embarq paid atumgy the $30 million principal amount of its 7 %gfirst mortgage bonds.

2013

On December 27, 2013, Qwest Communications Intemealtinc. (“QCII") redeemed $186 million of its 7.125% Notes due 20t &19¢
million including premium, fees and accrued intgresvich resulted in a $3 million gain.

On November 27, 2013, QCII completed a cash teoffer with respect to $800 million of its 7.125% tde due 2018. QClII received a
accepted tenders of approximately $614 million aggte principal amount of these notes, or 77%$&d6 million including premium, fees
and accrued interest, which resulted in a $7 mmilgain.

On August 15, 2013, a subsidiary of Embarq paitiaturity the $50 million principal amount of its76% Notes.
On July 15, 2013, a subsidiary of Embarq paid aunitg the $59 million principal amount of its 6.8% Notes.
On June 17, 2013, QC paid at maturity the $75Ganilbrincipal amount of its floating rate Notes.

On April 1, 2013, CenturyLink, Inc. paid at matyrthe $176 million principal amount of its 5.50% tds.

Credit Facilities

On December 3, 2014, we amended our existing $8rbilevolving credit facility to extend the matiyridate to December 3, 2019. The
amended Credit Facility (the “Credit Facility”) h&6 lenders, with commitments ranging from $3.5iomlto $198.5 million and allows us to
obtain revolving loans and to issue up to $400iomlbf letters of credit, which upon issuance regtiee amount available for other extensions
of credit.
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Interest is assessed on borrowings using eithdtlB@R or the base rate (each as defined in thdiCFacility) plus an applicable margin
between 1.00% and 2.25% per annum for LIBOR lo&ais0a00% and 1.25% per annum for base rate logrendéng on our then current
senior unsecured long-term debt rating. Our olibgatunder the Credit Facility are guaranteed Iy mif our subsidiaries.

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, 2014 26d3, our outstanding letters of credit
totaled $124 million and $132 million, respectivalyder this facility.

In January 2015, we entered into a $100 millionommamitted revolving line of credit with one of thenders under the Credit Facility.

Aggregate Maturities of Lon-Term Debt
Aggregate maturities of our long-term debt (exahgdiinamortized premiums, discounts and other, net):

(Dollars in millions) &)

2015 $ 55(C
2016 1,49¢
2017 1,49i
2018 24¢
2019 1,474
2020 and thereaftt 15,51¢
Total lon¢-term deb $ 20,78

(1) Actual principal paid in all years may differ duethe possible future refinancing of outstandingtde the issuance of new de

Interest Expenst

Interest expense includes interest on long-ternt. ddte following table presents the amount of gliagsrest expense, net of capitalized
interest:

Years Ended December 31
2014 2013 2012
(Dollars in millions)

Interest expenst

Gross interest expen $1,35¢ 1,33¢ 1,362
Capitalized interes (47) (42) (43
Total interest expens $1,317 1,29¢ 1,31¢

Covenants
Certain of our loan agreements contain variousioéisins, as described more fully below. Under eatrcircumstances, we believe the
covenants currently in place result in no significgestriction to the transfer of funds from ounsolidated 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 substawgtall of our
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assets to any other party. The indenture doesamtain any provisions that are impacted by ouritratings or that restrict the issuance of |
securities in the event of a material adverse chaogis. However, if the credit ratings relating#stain of our long-term debt securities issuec
under this indenture are downgraded in the marpegied thereunder in connection with a “changeaitrol” of CenturyLink, then we will

be required to offer to repurchase such debt deesiri

The senior notes of QC were issued under indentlats] April 15, 1990 and October 15, 1999. Thaderitures do not contain any
financial covenants, but do contain restrictiongtanincurrence of liens and the consummation ghaetransactions substantially similar to
the above-described covenants in CenturyLink’s M&t, 1994 indenture. The senior notes of Qwestt@ldpunding, Inc. were issued under
an indenture dated June 29, 1998 containing teatnstantially similar to those set forth in QC’s émdures.

Embarg’s senior notes were issued pursuant todentnre dated as of May 17, 2006. While Embareiegally prohibited from creating
liens on its property unless its senior notes aceiied equally and ratably, Embarqg can create berits property without equally and ratably
securing its senior notes so long as the sum dafiddbtedness so secured does not exceed 15% afrE:lbonsolidated net tangible assets.
The indenture contains customary events of defaatie of which are impacted by Embarq’s credingtNone of the above-listed indentures
contain any financial covenants or restrictionghlanability to issue new securities in accordanith the terms of the indenture.

Several of our Embarq subsidiaries have outstarfifisignortgage bonds. Each issue of these firgtgage bonds is secured by
substantially all of the property, plant and equéomof the issuing subsidiary. Approximately 10%®af net property, plant and equipment is
pledged to secure the long-term debt of subsidiarie

Under the Credit Facility, we, and our indirect sidiiary, Qwest Corporation, must maintain a detEBdTDA (earnings before interest,
taxes, depreciation and amortization, as definexlimCredit 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 thedesl. The Credit Facility also contains a neggtieglge 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@gsment default provision, and the Credit Facilitglaertain of our debt securities also have
cross acceleration provisions. When present, themsgsions could have a wider impact on liquiditah might otherwise arise from a defaul
acceleration of a single debt instrument. To ther¢hat our EBITDA (as defined in our Credit Rig) is reduced by cash settlements or
judgments, including in respect of any of the nrattiiscussed in Note —Commitments and Contingencies, our debt to EBITa#os under
certain debt agreements will be adversely affeciéis could reduce our financing flexibility due gotential restrictions on incurring additio
debt under certain provisions of our debt agreementin certain circumstances, could result irfadlt under certain provisions of such
agreements.

At December 31, 2014, we believe we were in compkawith all of the provisions and covenants cargdiin our Credit Facility and
other material debt agreements.

Subsequent Ever
On February 17, 2015, CenturyLink paid at matutigy $350 million principal and amount due undefS¢sies M 5.00% Notes.

On February 20, 2015, QC entered into a new cegplidcement with several lenders that allows QC teofsoup to $100 million under a
term loan. Under this new credit agreement, QCdweed $100 million under a ten-year term note tixaires on February 20, 2025.
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(4) Accounts Receivable
The following table presents details of our acceurteivable balances:

As of
December 31

2014 2013

(Dollars in millions)
Trade and purchased receivat $1,821 1,862
Earned and unbilled receivabl 307 252
Other 22 18
Total accounts receivab 2,15(C 2,132
Less: allowance for doubtful accoul (162) (15%)
Accounts receivable, less allowar $1,98¢ 1,977

We are exposed to concentrations of credit risknfresidential and business customers within owallservice area, business customers
outside of our local service area and from othiectenmunications service providers. We generallydiorequire collateral to secure our
receivable balances. We have agreements with tadlemommunications service providers whereby weetw bill and collect on their behalf
for services rendered by those providers to outocmsrs within our local service area. We purchaseants receivable from other
telecommunications service providers primarily are@ourse basis and include these amounts in @ouats receivable balance. We have not
experienced any significant loss associated wigisélpurchased receivables.

The following table presents details of our allow&ior doubtful accounts:

Beginning
Ending
Balance Additions Deductions Balance
(Dollars in millions)
2014 $ 15F 15¢ (152) 162
2013 $ 15€ 152 (15%) 15t
2012 $ 14F 187 (274 15¢
(5) Property, Plant and Equipment
Net property, plant and equipment is composed ®faHowing:
Depreciable As of December 31
Lives 2014 2013
(Dollars in millions)
Land n/a $ 57E 58t
Fiber, conduit and other outside pl 15-45 15,15 14,18
Central office and other network electron® 3-10 13,24¢ 12,17¢
Support assei® 3-30 6,57¢ 6,42(
Construction in progres® n/a 1,16¢ 937
Gross property, plant and equipm 36,71¢ 34,30
Accumulated depreciatic (18,285 (15,667
Net property, plant and equipme $ 18,43: 18,64¢

(1)
(2)

providing service to customel
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(3) Support assets consist of buildings, data centeraputers and other administrative and supporipaggeint.
(4) Construction in progress includes inventory heldcianstruction and property of the aforementionsggories that has not been place
service as it is still under constructic

We recorded depreciation expense of $2.958 bil@1952 billion and $3.070 billion for the yeargdled December 31, 2014, 2013 and
2012, respectively.

In 2014, we recorded an impairment charge of $1lfamiin connection with a sale-leaseback transecinvolving an office building
which closed in the fourth quarter of 2014. Thipaimment charge is included in selling, general ahchinistrative expense in our consolide
statements of operations for the year ended Dece®ihe014.

In the second quarter of 2014, we entered intarsge definitive agreement to sell an office knidfor $12 million, which closed
during the fourth quarter of 2014.

Asset Retirement Obligatior

At December 31, 2014, 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.

The following table provides asset retirement adtlign activity:

Years Ended
December 31,

2014 2013 2012
(Dollars in millions)

Balance at beginning of ye $10€ 10€ 10¢
Accretion expens 7 7 7
Liabilities incurred 6 — 1
Liabilities settled and othe 2 4 Q)
Change in estimal 19 @B (10
Balance at end of ye. $107  10€  10€

During 2014, 2013 and 2012 we revised our estinfatethe cost of removal of network equipment, asbe remediation, and other
obligations by $10 million, $3 million and $10 nidlh, respectively. These revisions resulted inducon of the asset retirement obligation
offsetting reduction to gross property, plant agdipment and revisions to assets specifically ifiedtare recorded as a reduction to accretior
expense.

(6) Severance and Leased Real Esta

Periodically, we have reductions in our workforoel @ave accrued liabilities for the related seveeatosts. These workforce reductions
resulted primarily from the progression or compmletof our post-acquisition integration plans, ims®ed competitive pressures, cost reduction
initiatives and reduced workload demands due tdab® of customers purchasing certain legacy sesvic

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. As noted in Note 12—Segment Informatiem do not allocate these severance expenses szgments.
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We have recognized liabilities to reflect our esties of the fair values of the existing lease @lians for real estate for which we have
ceased using, net of estimated sublease rentalfadualue estimates were determined using distamlicash flow methods. We recognize
expense to reflect accretion of the discountedliis and periodically, we adjust the expense mbar actual subleasing experience differs
from our initial estimates. We report the curreattipn of liabilities for ceased-use real estatsts in accrued expenses and other liabilities-
other and report the noncurrent portion in defemedlits and other liabilities in our consolidatedance sheets. We report the related expens
in selling, general and administrative expenseasiinconsolidated statements of operations. At Déegr81, 2014, the current and noncurrent
portions of our leased real estate accrual werendillibn and $82 million, respectively. The remaigilease terms range from 0.3 years to
11.0 years, with a weighted average of 8.5 years.

Changes in our accrued liabilities for severanqeages and leased real estate were as follows:

Severanc Real Estate
(Dollars in millions)

Balance at December 31, 20 $ 17 131
Accrued to expens 31 —
Payments, ne (32 (16)
Reversals and adjustme! — (2
Balance at December 31, 20 17 118
Accrued to expens 87 1
Payments, ne (78) (16)
Reversals and adjustme! — (2
Balance at December 31, 20 $ 26 96

(7) Employee Benefits
Pension, Pos-Retirement and Other Post-Employment Benefits

We sponsor various defined benefit pension planalfied and non-qualified), which in the aggreged@er a substantial portion of our
employees including legacy CenturyLink, legacy Queexl legacy Embarg employees. On December 31,, 204 serged our existing
qualified pension plans, which included merging @west Pension Plan and Embarq Retirement Pen&ariRo the CenturyLink Retirement
Plan. The CenturyLink Retirement Plan was renarhedXenturyLink Combined Pension Plan (“CombinedBldPension benefits for
participants of the new Combined Plan who are epried by a collective bargaining agreement aredhas negotiated schedules. All other
participants’ pension benefits are based on eatikidual participants years of service and compensation. We use a Dexe3tt measureme
date for all our plans. We also maintain non-qigdifoension plans for certain current and formghlyi compensated employees. We maintair
post-retirement benefit plans that provide headite @nd life insurance benefits for certain eligitdtirees. We also provide other post-
employment benefits for eligible former employees.

Pension Benefits

Current funding laws require a company with a @haartfall to fund the annual cost of benefits edrimeaddition to a seven-year
amortization of the shortfall. Our funding poliayrfour Combined Plan is to make contributions whia objective 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 $2.4 billion as of December 31, 2014.

In 2014, we made cash contributions of approxinyg&b7 million to our qualified pension plans araidbapproximately $6 million of
benefits directly to participants of our non-quiakif pension plans. Based on current laws and cstamoes, we are not required to make any
contributions to our qualified pension plans in 20ut we estimate that we will pay approximatedyriiillion of benefits to participants of our
non-qualified pension plans.
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Our pension plans contain provisions that allowfumn time to time, to offer lump sum payment opdo certain employees in
settlement of their future retirement benefits. Meord these payments as a settlement only ihdraggregate, they exceed the sum of the
annual service and interest costs for the plantpegodic pension benefit cost, which represemssettiement threshold. On December 8,
2014, lump sum pension settlement payments to bextiendl, but not-yet-retired participants in our Quepslified pension plan amounted to
$460 million, which exceeded the settlement thrisbb$418 million. As a result, we were requiredécognize a non-cash settlement charge
of $63 million in 2014 to accelerate the recogmitaf a portion of the previously unrecognized adaldosses in the qualified pension plan,
which has been allocated and reflected in costnfises and products (exclusive of depreciationandrtization) and selling, general and
administrative in our consolidated statement ofrafiens for the year ended December 31, 2014. fdwnscash charge reduced our recordec
income and retained earnings, with an offset taadated other comprehensive loss in shareholéeursty. The amount of any future non-
cash settlement charges will be dependent on te¢ ¢ lump sum benefit payments made in 2015 aebbd.

Post-Retirement Benefits

Our post-retirement health care plans provide petatement benefits to qualified retirees. The pestement health care plans we
assumed as part of our acquisitions of Qwest andaEgqprovide post-retirement benefits to qualifietirees and allow (i) eligible employees
retiring before certain dates to receive benefitsoaor reduced cost and (i) eligible employedsing after certain dates to receive benefits on
a shared cost basis. The post-retirement healéhptans are primarily funded by us and we expecbtdinue funding these post-retirement
obligations as benefits are paid.

No contributions were made to the post-retiremersts in 2014, and we do not expect to make a ibaion in 2015. However, in 2014
we paid approximately $88 million of benefits (oéfparticipant contributions and direct subsidigmst were not payable by the trusts, and we
estimate that in 2015, we will pay approximatel$illion of benefits (net of participant contriinns and direct subsidies) that are not
payable by the trusts.

We expect our health care cost trend rate to deereetween 0.25% to 0.15% per year from 6.00% 1520 an ultimate rate of 4.50% in
2024. Our post-retirement health care expensedidain eligible Legacy Qwest retirees and cerdigible Legacy CenturyLink retirees, is
capped at a set dollar amount. Therefore, thoshheare benefit obligations are not subject taéasing health care trends after the effective
date of the caps.

A change of 100 basis points in the assumed ifiBalth care cost trend rate would have had theviolg effects in 2014

100 Basis
Points Change

Increase (Decrease)

(Dollars in millions)

Effect on the aggregate of the service and inta@sitcomponents of net periodic post-retiremel
benefit expense (consolidated statement of op&s! $ 4 (©))
Effect on benefit obligation (consolidated balasheet) 92 (82
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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.

Estimated future benefit paymen
2015

2016

2017

2018

2019

2020- 2024

Net Periodic Benefit Expens

Medicare
Part D
Pos-Retirement Subsidy
Pension Plan Benefit Plans Receipts
(Dollars in millions)
$ 1,061 30¢ 7)
1,011 30C )
99¢€ 292 (7)
98( 28¢E )
965 27¢ )
4,56¢ 1,27¢ (31)

The actuarial assumptions used to compute theeng&tdic benefit expense for our qualified pensiwon-qualified pension and post-
retirement benefit plans are based upon informatiailable as of the beginning of the year, asqmesl in the following table.

Pension Plans

Posi-Retirement Benefit Plans

2014 2013 2012 2014 2013 2012

Actuarial assumptions at

beginning of year
Discount rate 4.20%- 5.10%  3.50%- 4.20%  4.25%- 5.10% 4.50% 3.60%  4.60%- 4.80%
Rate of compensation incree 3.25% 3.25% 3.25% N/A N/A N/A
Expected long-term rate of

return on plan asse 7.50% 7.50% 7.50% 6.00%- 7.50% 6.00%- 7.30% 6.00%- 7.50%
Initial health care cost trend

rate N/A N/A N/A 6.00%- 6.50%  6.50%- 7.00% 8.00%
Ultimate health care cost trend

rate N/A N/A N/A 4.50% 4.50% 5.00%
Year ultimate trend rate is

reachec N/A N/A N/A 2024 2022 2018

N/A—Not applicable

Net periodic (income) expense for our qualified and-qualified pension plans include the followtmmponents:

Service cos

Interest cos

Expected return on plan ass
Settlement:

Recognition of prior service ca
Recognition of actuarial los

Net periodic pension benefit incor

Pension Plans
Years Ended December 31

2014 2013 2012
(Dollars in millions)

$ 77 91 87
602 544 62¢
(891) (896) (847)
63 — —

5 5 4

22 84 35
$(122) (172) (96)
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Net periodic expense (income) for our post-retirenienefit plans include the following components:

Post-Retirement Plans
Years Ended December 31,

2014 2013 2012
(Dollars in millions)
Service cos $ 22 24 22
Interest cos 15¢ 14C 173
Expected return on plan ass (33 (39) (45)
Recognition of prior service ca 20 — —
Recognition of actuarial los — 4 —
Net periodic po«retirement benefit expen: $ 16€ 12¢ 15C

We report net periodic benefit (income) expensenforqualified pension, non-qualified pension andtpetirement benefit plans in both
cost of services and products and selling, germerdladministrative expenses on our consolidatedrstnts of operations for the years ended
December 31, 2014, 2013 and 2012.

Benefit Obligations

The actuarial assumptions used to compute the tusi@us for the plans are based upon informatiaiiable as of December 31, 2014
and 2013 and are as follows:

Pension Plans Posi-Retirement Benefit Plans
December 31 December 31
2014 2013 2014 2013
Actuarial assumptions at end of ye

Discount rate 3.50%- 4.10% 4.20%- 5.10% 3.80% 4.50%
Rate of compensation incree 3.25% 3.25% N/A N/A
Initial health care cost trend re N/A N/A 6.00% / 6.50¢ 6.50% / 7.00¢
Ultimate health care cost trend r: N/A N/A 4.50% 4.50%
Year ultimate trend rate is react N/A N/A 2024 2022 /2024

N/A—Not applicable

For our defined benefit plans, we adopted a newatityrrate table in 2014 to better reflect the ected lifetimes of our plan participan
The table used is based on Society of Actuaridetadnd increases the projected benefit obligdiioapproximately $1.3 billion. The increase
in the projected obligation was recognized as gfitthe net actuarial loss and is included in tHeeotomprehensive loss, a portion of which is
subject to be amortized over the remaining estichkfie of plan participants (approximately 8 years)
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The following tables summarize the change in theelieobligations for the pension and post-retiratrtgenefit plans:

Pension Plans
Years Ended December 31,
2014 2013 2012
(Dollars in millions)

Change in benefit obligatic

Benefit obligation at beginning of ye $13,40: 14,88: 13,59¢
Service cos 77 91 87
Interest cos 60z 544 62%
Plan amendmen 4 — 14
Actuarial loss (gain 2,26¢ (1,179 1,56¢
Settlement: (460 — —
Benefits paid by compar (6) (5) (5)
Benefits paid from plan asse¢ (84%) (937) (1,007

Benefit obligation at end of ye $15,04: 13,40 14,88

Pos-Retirement Benefit Plans
Years Ended December 31

2014 2013 2012
(Dollars in millions)
Change in benefit obligatic
Benefit obligation at beginning of ye $3,68¢ 4,07t 3,93(
Service cos 22 24 22
Interest cos 15¢ 14C 173
Participant contribution 69 96 86
Plan amendmen 23 141 —
Direct subsidy receipt 9 13 19
Actuarial loss (gain 24¢ (399 26C
Benefits paid by compar (16€) (26€) (26%)
Benefits paid from plan asse¢ (219 (13€) (147)
Benefit obligation at end of ye $3,83( 3,68¢ 4,07¢

Our aggregate benefit obligation as of Decembe814, 2013 and 2012 was $18.872 billion, $17.GB@t and $18.956 billion,
respectively.

Plan Assets

We maintain plan assets for our qualified pensikamgpand 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 investmeanagement organizations. The expected ratewfren plan assets is reviewed annually
and revised, as necessary, to reflect changeg ifinthncial markets and our investment strategy.
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The following tables summarize the change in tlirevialue of plan assets for the pension and pdgereent benefit plans:

Pension Plans
Years Ended December 31,
2014 2013 2012
(Dollars in millions)

Change in plan asse

Fair value of plan assets at beginning of y $12,34¢ 12,32: 11,81«
Return on plan asse 1,37: 81C 1,47¢
Employer contribution 157 14¢€ 32
Settlement: (460 — —
Benefits paid from plan asse¢ (84%) (937) (1,007
Fair value of plan assets at end of y $12,57: 12,34¢ 12,32:

Post-Retirement Benefit Plans
Years Ended December 31,
2014 2013 2012
(Dollars in millions)

Change in plan asse

Fair value of plan assets at beginning of y $ 53¢ 62€ 693
Return on plan asse 37 45 80
Benefits paid from plan asse¢ (219 (13€) (147
Fair value of plan assets at end of y $ 35¢ 53¢ 62€

Pension Plans:Our investment objective for the pension plan @siseto achieve an attractive risk-adjusted retwer time that will
provide for the payment of benefits and minimize tisk of large losses. Our pension plan investrarategy 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 41.5% to inteagstsensitive investments and 58.5% to investsnggsigned to provide higher expected
returns than the interest rate sensitive investménterest rate sensitive investments include 26fan assets targeted primarily to long-
duration investment grade bonds, 10.5% targetéibtoyield and emerging market bonds and 5% tadgeteliversified strategies, which
primarily have exposures to global bonds, as wel@me exposures to global stocks and commoditesets expected to provide higher
returns than the interest rate sensitive asselsdadroadly diversified equity investments withgiets of approximately 14.5% to U.S. stocks
and 14.5% to developed and emerging market nondto8ks. Approximately 11% is targeted to broadiesified multi-asset class strategies
that have the flexibility to adjust exposures tifedent asset classes. Approximately 10.5% is atiedt to private markets investments including
funds primarily invested in private equity, privatebt and hedge funds. Real estate investmentargeted at 8% of plan assets. At the
beginning of 2015, our expected annual long-tert® o&return on pension assets is assumed to B& 7.5

Post-Retirement Benefit Plan©ur investment objective for the post-retiremestdfit plan assets is to achieve an attractiveadjlstec
return and minimize the risk of large losses oherdxpected life of the assets. Investment rishkaeaged by broadly diversifying assets acros
numerous strategies with differing expected retuofatilities and correlations. Our investmenastgy is designed to be consistent with the
investment objective, with particular focus on pdivg liquidity for the reimbursement of our unioepresented employees’ post-retirement
health care costs. The post-retirement benefit ptmets have target allocations of 30% to equatiels70% to non-equity investments. Specific
target allocations within these broad categoriesaflowed to vary to provide liquidity in order timeet reimbursement requirements. Equity
investments are broadly diversified with exposarpublicly traded U.S., non-U.S. and emerging miaskacks and private market investments
While no new private market investments have beadeaiin recent years, the percent allocation to
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existing private market investments is expecteiddcease as liquid, publicly traded stocks are drdawn for the reimbursement of health ¢
costs. The 70% non-equity allocation includes itwesit grade bonds, real estate, hedge funds aedsified strategies. At the beginning of
2015, our expected annual long-term rate of reburpost-retirement benefit plan assets is assumbd 7.5%.

Permitted investmentsPlan assets are managed consistent with thectests set forth by the Employee Retirement Inc&@weurity 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, 2014 and 2B&3ension and post-retirement benefit
plans did not directly own any shares of our commstmek or any of our debt.

Derivative instrumentsDerivative instruments are used to reduce riskelsas provide return. The pension and post-netiet benefit
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 are used to managencyrexposures. Credit default swaps are used t@geacredit risk exposures in a cost
effective and targeted manner relative to transgatiith physical corporate fixed income securiti@ptions are currently used to manage
interest rate exposure taking into account theigdplolatility and current pricing of the specifiaderlying market instrument. Some deriva
instruments subject the plans to counterparty fitle external investment managers, along with Rlanagement, monitor counterparty
exposure and mitigate this risk by diversifying thgposure among multiple high credit quality coupaeties, requiring collateral and limiting
exposure by periodically settling 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 doegepresent an actual cash investment.

Gross Notional Exposure
Pos-Retirement

Pension Plans Benefit Plans
Years Ended December 31
2014 2013 2014 2013

(Dollars in millions)
Derivative instruments

Exchang-traded U.S. equity future $ 134 95 7 16
Exchang-traded no-U.S. equity future: — — — —
Exchang-traded Treasury future 2,451 3,011 — —
Interest rate sway 57¢ 55€ — —
Credit default swap 382 258 — —
Foreign exchange forwart 1,19t 93¢ 13 29
Options 52¢ 261 — —

Fair Value Measurementsk-air value is defined as the price that woulddiived to sell an asset or paid to transfer ditian an
orderly transaction between independent and knayelgble parties who are willing and able to tranf@can asset or liability at the
measurement date. We use valuation techniquesidpdimize the use of observable inputs and minirthizeuse of unobservable inputs when
determining fair value and then we rank the esttha@lues based on the reliability of the inputsdu®llowing the fair value hierarchy set
forth by the FASB. For additional information oretfair value hierarchy, see Note 10—Fair Value Disare.

At December 31, 2014, we used the following vahratechniques to measure fair value for assetgelere no changes to these
methodologies during 2014:

» Level 1—Assets were valued using the closing price repadrtéke active market in which the individual setyuwas traded
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* Level 2—Assets were valued using quoted pricesdrkets that are not active, broker dealer quotafinat asset value of shares
held by the plans and other methods by which gfiiicant input were observable at the measuremate.

* Level 3—Assets were valued using unobservable smipuivhich little or no market data exists as réga by the respective
institutions at the measurement d:

The tables below present the fair value of plaetzdsy category and the input levels used to déterthose fair values at December 31,
2014. It is important to note that the asset atiooa do not include market exposures that areeghivith derivatives. Investments include
dividend and interest receivables, pending tradésagcrued expenses.

Fair Value of Pension Plan Assets ¢
December 31, 2014

Level 1 Level 2 Level 3 Total
(Dollars in millions)
Investment grade bon(@ $1,01: 1,48( — $ 2,49:
High yield bonds®) — 1,48( 33 1,51:
Emerging market bonc® 20¢ 434 — 642
Convertible bond® — 14 — 14
Diversified strategie®) — 71€ — 71¢
U.S. stock«d 1,38¢ 87 — 1,47¢
Non-U.S. stock«®) 1,16¢ 384 — 1,55:
Emerging market stock® 10z — 10z
Private equity® — — 673 673
Private deb® — — 39t 39E
Market neutral hedge fun — 92¢ 10C 1,02¢
Directional hedge fund® — 53C 28 55¢
Real estat® — 483 21€ 69¢
Derivativesm — 17 — 17
Cash equivalents and st-term investment(® — 69C — 69C
Total investment $3,77¢ 7,347 1,44¢ 12,57:
Total pension plan asse $12,57:

Fair Value of Pos-Retirement Plan Assets a
December 31, 201

Level 1 Level 2 Level 3 Total
(Dollars in millions)
Investment grade bon(@ $ 5 72 — $ 77
High yield bond«®) — 15 — 15
Emerging market bonc® — 1 — 1
Diversified strategie(©) — 8¢ — 89
U.S. stock<d 35 — — 35
Non-U.S. stock«) 33 — — 33
Emerging market stock® 6 — — 6
Private equity® — — 28 28
Private deb0® — — 3 3
Market neutral hedge fun — 25 — 25
Directional hedge fund® — 1 — 1
Real estat® — 24 4 28
Cash equivalents and st-term investment(® — 12 — 12
Total investment $ 7¢ 23¢ 35 352
Total pos-retirement plan asse $ 358

B-65



Table of Contents

The tables below present the fair value of plaetzdsy category and the input levels used to déterthose fair values at December 31,
2013. It is important to note that the asset atiooa do not include market exposures that areeghivith derivatives. Investments include
dividend and interest receivable, pending tradelseaxcrued expenses.

Fair Value of Pension Plan Assets ¢
December 31, 201

Level 1 Level 2 Level 3 Total
(Dollars in millions)
Investment grade bon(@ $ 81: 1,50« — $ 2,317
High yield bonds®) — 1,26t 26 1,291
Emerging market bonc® 19¢€ 367 — 563
Convertible bond@ — 38¢ — 38¢
Diversified strategie®) — 723 — 723
U.S. stock«d 1,40¢ 92 — 1,50(
Non-U.S. stock«) 1,15¢ 29¢ — 1,45¢
Emerging market stock® — 11C — 11C
Private equity® — — 721 721
Private deb® — — 43€ 43€
Market neutral hedge fun® — 867 99 96€
Directional hedge fund® — 582 32 614
Real estat® — 30¢€ 265 571
Derivativesm — (39 — (39
Cash equivalents and st-term investment® — 721 — 721
Total investment $3,57¢ 7,191 1,57¢ 12,34¢
Total pension plan asse $12,34¢

Fair Value of Pos-Retirement Plan Assets a
December 31, 201

Level 1 Level 2 Level 3 Total
(Dollars in millions)
Investment grade bon(@ $ 21 56 — $ 77
High yield bonds® — 56 — 56
Emerging market bonc® — 37 — 37
Diversified strategie(©) — 86 — 86
U.S. stock<d 56 — — 56
Non-U.S. stock«@ 58 — — 58
Emerging market stock® — 12 — 12
Private equity® — — 40 40
Private deb0® — — 5 5
Market neutral hedge fun — 35 — 35
Directional hedge fund® — 14 — 14
Real estat® — 22 12 34
Cash equivalents and st-term investment(® — 24 — 24
Total investment $ 13t 34z 57 534
Contribution receivabl 1
Total pos-retirement plan asse $ 53E

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 Eahipartnerships that invest in various
types of assets. Interests in commingled funds
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are valued using the net asset value (“NAV”) peat aheach fund. The NAV reported by the fund maeraig based on the market value of the
underlying investments owned by each fund, mirsi$iabilities, divided by the number of shares tariding. Commingled funds held by the
plans that can be redeemed at NAV within a yedhefinancial statement date are generally clasbsiis Level 2. Investments in limited
partnerships represent long-term commitments witkeal maturity date, typically ten years. Valuatimputs for these limited partnership
interests are generally based on assumptions &ed ioformation not observable in the market ardddassified as Level 3 investments. The
assumptions and valuation methodologies of themurieendors, account managers, fund managers attepships are monitored and
evaluated for reasonableness. Below is an overofeive asset categories, the underlying strateagidsvaluation inputs used to value the as
in the preceding tables:

(a) Investment grade bondspresent investments in fixed income securitiegelsas commingled bond funds comprised of U.S.
Treasury securities, agencies, corporate bondggage-backed securities, asset-backed securittesanmercial mortgage-backed securities.
Treasury securities are valued at the bid pricemtep in the active market in which the securityrégled and are classified as Level 1. The
valuation inputs of other investment grade bondsgrily utilize observable market information arme dased on a spread to U.S. Treasury
securities and consider yields available on coniparsecurities of issuers with similar credit rgénThe primary observable inputs include
references to the new issue market for similar is&es, the secondary trading markets and dealetegu Option adjusted spread models are
utilized to evaluate securities such as asset lseurities that have early redemption featurbes@& securities are classified as Level 2. The
commingled funds are valued at NAV based on the&kataralue of the underlying fixed income securitisgng the same valuation inputs
described above. The commingled funds can be regiatNAV within a year of the financial statemdate and are classified as Level 2.

(b) High yield bondsepresent investments in below investment gradalfincome securities as well as commingled highdyenc
funds. The valuation inputs for the securities iy 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 NAV based omthgket value of the underlying high yield instrurteeusing the same valuation inputs
described above. Commingled funds that can be meel@at NAV within a year of the financial statemdate are classified as Level 2.
Commingled funds that cannot be redeemed at NAMaircannot be redeemed at NAV within a year offithencial 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 registered mutual funds amthziogled emerging market bond funds. The valuatiputs for the securities utilize
observable market information and are primarilyeloaen dealer quotes or a spread relative to the mmvernment bonds. These securities are
classified as Level 2. The commingled funds aree@lat NAV based on the market value of the undeglgmerging market bonds using the
same valuation inputs described above. The comemihiginds can be redeemed at NAV within a year efithancial statement date and are
classified as Level 2. The registered mutual funade at the daily NAV, as determined by the mavigdtie of the underlying investments, and
are classified as Level 1.

(d) Convertible bondgrimarily represent investments in corporate debusties that have features that allow the debieto
converted into equity securities under certainwirstances. The valuation inputs for the individraivertible bonds primarily utilize
observable market information including a spread 8. Treasuries and the value and volatility ef timderlying equity security. Convertible
bonds are classified as Level 2.

(e) Diversified strategiesepresent an investment in a commingled fund thatagrily has exposures to global government, cats
and inflation linked bonds, global stocks and cordities. The commingled fund is valued at NAV basedhe market value of the underlying
investments. The valuation inputs utilize obsergahbrket information including published prices éachange traded securities, bid prices fol
government bonds, and spreads and yields avallabt®mmparable fixed income securities with simieedit ratings. This fund can be
redeemed at NAV within a year of the financial stagént date and is classified as Level 2.
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() 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 paported on the major stock market on whictstwirities are traded and are classified as
Level 1. The commingled funds are valued at NAVeobsn the market value of the underlying investmesing the same valuation inputs
described above. These commingled funds can bemszttat NAV within a year of the financial statetndsite and are classified as Level 2.

(g) Non-U.S. stockeepresent investments in stocks of companies bas#glveloped countries outside the U.S. as well as
commingled funds. The valuation inputs for non-W®cks are based on the last published price tegpon the major stock market on which
the securities are traded and are classified aslllevihe commingled funds are valued at NAV basethe market value of the underlying
investments using the same valuation inputs desttr@itbove. These commingled funds can be redeendd\atvithin a year of the financial
statement date and are classified as Level 2.

(h) Emerging market stockspresent investments in a registered mutual fuxdcammingled funds comprised of stocks of
companies located in developing markets. Registenetdial funds trade at the daily NAV, as determibgdhe market value of the underlying
investments, and are classified as Level 1. Thentioigied funds are valued at NAV based on the mariikete of the underlying investments
using the same valuation inputs described prewduaslindividual stocks. These commingled funds barredeemed at NAV within a year of
the financial statement date and are classifiddeas! 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 partnerships wdeation methodologies that give consideration taree of factors, including but not limited
to the price at which investments were acquireel nifiture of the investments, market conditionsliigavalues on comparable public securi
current and projected operating performance, arahfiing transactions subsequent to the acquigifitime investments. These valuation
methodologies involve a significant degree of juégin Private equity investments are classifiedageL3.

(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 are valgedrding to the valuation policy of each partnguskubject to prevailing accounting and of
regulatory guidelines. The valuation of underlyfogd investments are based on factors includingsthiger’'s current and projected credit
worthiness, the security’s terms, reference tostrmirities of comparable companies, and other méakwors. These valuation methodologies
involve a significant degree of judgment. Privagbtinvestments are classified as Level 3.

(k) Market neutral hedge fund®ld investments in a diversified mix of instrumetttat 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 hedge funulgedtments in hedge funds include both direct imrests and investments in diversified
funds of funds. Hedge Funds are valued at NAV baseithe market value of the underlying investmevtigch include publicly traded equity
and fixed income securities and privately negotiatebt securities. The hedge funds are valuedily plarty administrators using the same
valuation inputs previously described. Hedge fuihds$ can be redeemed at NAV within a year of tharicial statement date are classified as
Level 2. Hedge fund investments that cannot bearaeéel at NAV or that cannot be redeemed at NAV withiyear of the financial statement
date are classified as Level 3.

() Real estateepresents investments in commingled funds anddohpartnerships that invest in a diversified mitfof real estat
properties. These investments are valued at NAVdraling to the valuation policy of each fund or parship, subject to prevailing accounting
and other regulatory guidelines. The valuation tefi the underlying properties are generally basethird-party appraisals that use
comparable
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sales or a projection of future cash flows to datee fair value. Real estate investments that earebeemed at NAV within a year of the
financial statement date are classified as LevBleal estate investments that cannot be redeeni@i\abr that cannot be redeemed at NAV
within a year of the financial statement date dassified as Level 3.

(m) Derivativesinclude exchange traded futures contracts, asasgbrivately negotiated over-tliceunter swaps and options that
valued based on the change in interest rates pedfie market index and are classified as Levélt® market values represent gains or losse:
that occur due to fluctuations in interest rateseifjn currency exchange rates, security pricesthar factors.

(n) Cash equivalents and short-term investmeapsesent investments that are used in conjunetitnderivatives positions or are
used to provide liquidity for the payment of beteér other purposes. The valuation inputs of seearare based on a spread to U.S. Treasur
Bills, the Federal Funds Rate, or London Interb@ffflered Rate and consider yields available on coatga securities of issuers with similar
credit ratings and are classified as Level 2. Téramingled funds are valued at NAV based on the ptaréllue of the underlying investments
using the same valuation inputs described aboves& bommingled funds can be redeemed at NAV wihjiaar of the financial statement c
and are classified as Level 2.

Concentrations of Riskinvestments, in general, are exposed to vari@ks rsuch as significant world events, intere®, ratedit, foreign
currency and overall market volatility risk. Thessks are managed by broadly diversifying assetssamumerous 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 counterpasiyconsist principally of investment
contracts with high quality financial institutionBhese investment contracts are typically colldizzd obligations and/or are actively managed
limiting the amount of counterparty exposure to ang financial institution. Although the investmeare well diversified, the value of plan
assets could change materially depending uponvéealb market volatility, which could affect therfded status of the plans.

The table below presents a rollforward of the pemgilan assets valued using Level 3 inputs:

Pension Plan Assets Valued Using Level 3 Inpu

Market
High Neutral Directional
Yield Private Private Hedge Hedge Real
Bonds Equity Debt Fund Funds Estate Total
(Dollars in millions)
Balance at December 31, 20 $ 59 711 465 — 194 337  $1,76¢
Net transfer: — — — — (16%) — (165)
Acquisitions 5 82 71 10C — 9 267
Dispositions (43 (79 (1449 — (1) (97) (469)
Actual return on plan asse
Gains relating to assets sold during the » 12 68 18 — — 11 10¢
(Losses) gains relating to assets still held at-end (7 39 26 (D 4 5 66
Balance at December 31, 20 26 721 43€ 9¢ 32 26E 1,57¢
Net transfer: 6 4 — — — 4 6
Acquisitions 14 12t 10¢ — — 5 258
Dispositions (16) (2460 (111 — — (62) (439
Actual return on plan asse
Gains relating to assets sold during the » 8 11t 25 — — 3 151
(Losses) gains relating to assets still held at-end (5) (46) (64) 1 (4) 8 (110
Balance at December 31, 20 $ 33 673 39t 10C 28 21€  $1,44¢

B-69



Table of Contents

The table below presents a rollforward of the petitement plan assets valued using Level 3 inputs:

Balance at December 31, 20

Acquisitions

Dispositions

Actual return on plan asse
Gains (losses) relating to assets sold during ¢ae
Gains relating to assets still held at vend

Balance at December 31, 20

Acquisitions

Dispositions

Actual return on plan asse
Gains relating to assets sold during the
Losses relating to assets still held at -end

Balance at December 31, 20

Pos-Retirement Plan Assets Valuec
Using Level 3 Inputs

Private Private Real
Equity Debt Estate Total
(Dollars in millions)
$ 45 6 28 $ 79
1 — — 1
(11 @ 18 (30)
4 — @ 3
1 — 3 4
4C 5 12 57
1 — — 1
19 @ ) (29
7 1 — 8
o ) — (6)
$ 28 3 4 $ 35

Certain gains and losses are allocated betweetsassd 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, 2014, the investonegram produced actual gains on qualified penaind post-retirement plan assets
of $1.410 billion as compared to the expected nstaf $924 million for a difference of $486 millioRor the year ended December 31, 2013,
the investment program produced actual gains osipem@nd post-retirement plan assets of $855 mibi® compared to the expected returns c
$935 million for a difference of $80 million. Thaart-term annual returns on plan assets will alnabsays 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:

Benefit obligatior
Fair value of plan asse

Unfunded statu
Current portion of unfunded stat
Non-current portion of unfunded stat

Posi-Retirement

Pension Plans

Benefit Plans

Years Ended
December 31

Years Ended
December 31

2014 2013 2014 2013
(Dollars in millions)
$(15,04)  (13,40) (3,830 (3,689
12,57 12,34¢ 358 53¢
(2,47)) (1,055  (347) (3,159
$ (6 (5) (134) (154)
$ (2,465 (1,050 (3,349 (2,999

The current portion of our post-retirement bengffiigations is recorded on our consolidated balahests in accrued expenses and otht

current liabilities-salaries and benefits.
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Accumulated Other Comprehensive L«-Recognition and Deferrals

The following tables present cumulative items mmognized as a component of net periodic benefjisrese as of December 31, 2013,
items recognized as a component of net periodiefiitsrexpense in 2014, additional items deferreihg2014 and cumulative items not
recognized as a component of net periodic benefipense as of December 31, 2014. The items nogméxed as a component of net periodic
benefits expense have been recorded on our coasadithalance sheets in accumulated other compiigbdass:

As of and for the Years Ended December 3.

Recognitior

of Net Net

Periodic Change

Benefits in

2013 Expense Deferrals AOCL 2014
(Dollars in millions)

Accumulated other comprehensive Ic
Pension plans
Net actuarial (loss) gali $(1,05¢) 85 (1,787) (1,702 (2,760)
Prior service (cost) bene (33 5 4) 1 (32
Deferred income tax benefit (expen 422 (34) 684 65C 1,07z
Total pension plan (669 56 (1,107 (1,05)) (1,720
Pos-retirement benefit plan:
Net actuarial (loss) gai (37 — (240 (240 (277)
Prior service (cost) bene (163) 20 (293 3 (16€)
Deferred income tax benefit (expen 78 (8 101 93 171
Total pos-retirement benefit plar (122) 12 (162) (150 (272)
Total accumulated other comprehensive $ (79)) 68 (1,26%) (1,207 (1,992

The following table presents estimated items todoegnized in 2015 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 2015

Net actuarial los $(14¢) —
Prior service cos (5) (19
Deferred income tax bene 58 7
Estimated net periodic benefit expense to be rexbid 2015 as a component of other comprehensogeria
(loss) $ (95 (12

Medicare Prescription Drug, Improvement and Modemaition Act of 200:

We sponsor post-retirement health care plans wikersl benefit options that provide prescriptiongdbenefits that we deem actuarially
equivalent to or exceeding Medicare Part D. We gate the impact of the federal subsidy receivedkeuthe Medicare Prescription Drug,
Improvement and Modernization Act of 2003 in thizahkation of our post-retirement benefit obligatiand net periodic post-retirement benefit
expense.
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Other Benefit Plans
Health Care and Life Insurance

We provide health care and life insurance bentfitsssentially all of our active employees. Welargely self-funded for the cost of the
health care plan. Our health care benefit expefasesirrent employees was $381 million, $362 millend $360 million for the years ended
December 31, 2014, 2013 and 2012, respectivelyorJrépresented employee benefits are based oniaiegiotollective bargaining
agreements. Employees contributed $136 million7#tilion and $113 million for the years ended Daber 31, 2014, 2013 and 2012,
respectively. Our group basic life insurance plaresfully insured and the premiums are paid by us.

401(k) Plan

We sponsor qualified defined contribution benefitng covering substantially all of our employeesdér these plans, employees may
contribute a percentage of their annual compensatioto certain maximums, as defined by the plawshy the Internal Revenue Service
(“IRS"). Currently, we match a percentage of empl®ygontributions in cash. At December 31, 2014@@eckmber 31, 2013, the assets of the
plans included approximately 8 million and 9 millishares of our common stock, respectively, asultref the combination of previous
employer match and participant directed contrimgioNe recognized expenses related to these pl&&ianillion, $89 million and $76
million and for the years ended December 31, 20043 and 2012, respectively.

Deferred Compensation Plans

We sponsored non-qualified unfunded deferred cosgttéan plans for various groups that included @eéour current and former
highly compensated employees. The value of asadtfabilities related to these plans was not sigait.

(8) Share-based Compensatiot

We maintain equity programs that allow our Boardogctors (through its Compensation Committeewar @hief Executive Officer as
its delegate) to grant incentives to certain emgésyand our outside directors in any one or a aweibn of several forms, including incentive
and non-qualified stock options, stock appreciatights, restricted stock awards, restricted stouks and market and performance shares.
Stock options generally expire ten years from the @f grant. Until June 30, 2014, we offered apleyee stock purchase plan, which alloy
eligible employees to purchase our common stoekldi% discount based on the lower of the beginaimgnding stock price during recurring
six month offering periods.

Stock Options
The following table summarizes activity involvintpsk option awards for the year ended Decembe2@14:

Weighted-
Average
Number of Exercise

Options Price

(in thousands

Outstanding and Exercisable at December 31, : 5,32¢ $ 35.9¢
Exercisec (1,065 28.57
Forfeited/Expirec (159 32.6¢
Outstanding and Exercisable at December 31, : 4,10¢ 37.9¢
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The aggregate intrinsic value of our options ouigitag and exercisable at December 31, 2014 wasi#i8n. The weighted average
remaining contractual term for such options wasy2ars.

During 2014, we received net cash proceeds of $8@min connection with our option exercises. Tiag benefit realized from these
exercises was $4 million. The total intrinsic vabfeoptions exercised for the years ended Dece®be?014, 2013 and 2012 was $9 million,
$11 million and $49 million, respectively.

Restricted Stock Award

For equity based awards that contain only servicelitions for vesting, we calculate the award Yailue based on the closing stock price
on the accounting grant date. For equity basedcatst stock awards that contain market conditidims,award fair value is calculated through
Monte-Carlo simulations.

During the first quarter of 2014, we granted apprately 440 thousand shares of restricted stodettain executive-level employees as
part of our long-term incentive program, of whigipeoximately 250 thousand contained only servicgd@@mns and will vest on a straight-line
basis on February 20, 2015, 2016 and 2017. Theingmgaawards contain market and service conditems are scheduled to vest on
February 20, 2017. These shares, with market aniteeconditions, represent only the target fordleard, as each recipient has the
opportunity to ultimately receive a number of slsaretween 0% and 200% of the target restrictek sta@rd depending on our total
shareholder return versus that of selected peepanies for 2014, 2015 and 2016.

During the second quarter of 2014, we granted agymtely 1.5 million shares to certain key emplayas part of our annual equity
compensation program. These awards contained enkice conditions and will vest on a straidine basis on March 26, 2015, 2016 and 2!
During the third quarter of 2014 we granted shswaertain key employees as part of our long-tequitg retention program. These awards
will vest over a three to seven year period withragimately 105 thousand, 325 thousand and 220sdrdivesting on August 4, 2017, 2019
and 2021, respectively.

The remaining awards granted throughout the yeeetain other key employees and our outside dirsatere made as part of our
equity compensation and retention programs. Theseds require only service conditions for vesting #ypically vest equally over a three
year period

During the second quarter of 2013, we granted agymiately 335 thousand shares of restricted stodettain executive-level employees
as part of our long-term incentive program, of vihépproximately 223 thousand contained only serv@g®litions and are scheduled to vest o
a straight-line basis on May 23, 2014, 2015 and2The remaining awards contain market and seongoglitions and will vest on May 23,
2016. These shares, with market and service conditrepresent only the target for the award als esipient has the opportunity to ultimai
receive a number of shares between 0% and 200Be dhtget restricted stock award depending ontatal shareholder return versus that of
selected peer companies for 2013, 2014 and 2015.

In addition, during the first and second quarte2@f3, we granted approximately 1.2 million shdcesertain key employees as part of
our annual equity compensation program. These an@ndtained only service conditions. The remai@wgrds granted throughout the year tc
certain other key employees and our outside dirsstere made as part of our equity compensatiorretedtion programs. These awards
require only service conditions for vesting anddgfly vest equally over a three year period.

During the first quarter of 2012, we granted apprately 402 thousand shares of restricted stodettain executive-level employees as
part of our long-term incentive program, of whigipeoximately 201 thousand contained only serviged@@mns and will vest on a straight-line
basis on February 20, 2013, 2014 and 2015. Theingmaawards contain market and service conditemms will vest on February 20, 2015.
These shares, with market and service conditi@mesent only the target for the award as eacpiesmtihas the opportunity to ultimately
receive between 0% and 200% of the target restrigtieck award depending on our total shareholdarnmdor 2012, 2013 and 2014 in relation
to that of the S&P 500 Index. As of December 31,20(one of the 2012 awards with market and sewacelitions are expected to vest.
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In addition, during the first quarter of 2012, waugted restricted stock to certain key employeqsatsof our annual equity compensat
program. These awards contained only service donditApproximately 519 thousand shares of awaitls/@st on a straight-line basis on
January 9, 2013, 2014 and 2015. Approximately 8d8sand shares of awards will vest on a straiglktiliasis on March 15, 2013, 2014 and
2015. The remaining awards granted throughout ¢a& §0 certain other key employees and our outidetors were made as part of our
equity compensation and retention programs. Theseds require only service conditions for vesting #ypically vest an equal portion
annually over a three year period.

The following table summarizes activity involvingstricted stock and restricted stock unit awardstfe year ended December 31, 2014

Weighted-
Average
Number of Grant Date
Shares Fair Value

(in thousands)
Non-vested at December 31, 20 3,62¢ $ 37.3:¢
Grantec 2,851 35.87
Vested (1,567 36.4¢
Forfeited (519 38.1(
Non-vested at December 31, 20 4,40( 36.5¢

During 2013, we granted 1.9 million shares of fettd stock and restricted stock unit awards atmkted-average price of $35.63.
During 2012, we granted 2.1 million shares of iettd stock at a weighted-average price of $39rh@. total fair value of restricted stock that
vested during 2014, 2013 and 2012 was $53 mili&2, million and $102 million, respectively.

Compensation Expense and Tax Benefit

We recognize compensation expense related to otketna@nd performance share-based awards with gnaeltthg that only have a
service condition on a straight-line basis overrguisite service period for the entire awardal obmpensation expense for all share-based
payment arrangements for the years ended Deceritb2084, 2013 and 2012 was $75 million, $63 millgovd $78 million, respectively. Our
tax benefit recognized in the consolidated statésne@hoperations for our share-based payment aeraegts for the years ended December 31
2014, 2013 and 2012 was $29 million, $25 millionl &31 million, respectively. At December 31, 20there was $112 million of total
unrecognized compensation expense related to ave4tased payment arrangements, which we expeetagnize over a weighted-average
period of 2.2 years.
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(9) Earnings (Loss) Per Common Shari
Basic and diluted earnings (loss) per common sfoarthe years ended December 31, 2014, 2013 an?| ®8de calculated as follows:

Years Ended December 31
2014 2013 2012
(Dollars in millions, except per share
amounts, shares in thousands)

Income (Loss) (Numerator

Net income (loss $ 77z (239 771
Earnings applicable to n-vested restricted sto« — — (D
Net income (loss) applicable to common stock fanpating basic earnings (loss) per common ¢ 772 (239) 77€
Net income (loss) as adjusted for purposes of caimgpudiluted earnings (loss) per common skt $ 172 (239 77€

Shares (Denominator
Weighted average number of shai

Outstanding during peric 572,74¢ 604,40: 622,13¢

Non-vested restricted stoc (4,319 (3,517) (2,79¢)

Non-vested restricted stock un — — 862
Weighted average shares outstanding for computis@learnings (loss) per common st 568,43! 600,89: 620,20!
Incremental common shares attributable to dilusieeurities
Shares issuable under convertible secur 10 — 12
Shares issuable under incentive compensation 1,29¢ — 2,06¢
Number of shares as adjusted for purposes of congpdiluted earnings (loss) per common skt 569,73 600,89: 622,28!
Basic earnings (loss) per common st $ 1.3€ (0.40) 1.2t
Diluted earnings (loss) per common sh $ 1.3€ (0.40) 1.2t

Our calculation of diluted earnings (loss) per canrshare excludes shares of common stock thasswalle upon exercise of stock
options when the exercise price is greater thamtleeage market price of our common stock duriregpthriods reflected in the table above.
Such potentially issuable shares averaged 2.50mjl2.7 million and 2.2 million for 2014, 2013 aR@12, respectively. For the year ended
December 31, 2013, due to the net loss positiorexetuded from the calculation of diluted loss gleare 1.3 million shares which were
potentially issuable under incentive compensatiangpor convertible securities, as their effectnduded, would have been anti-dilutive.

(10) Fair Value Disclosure

Our financial instruments consist of cash and eaghivalents, accounts receivable, accounts payaindongterm debt, excluding capi
lease obligations. Due to their short-term nattire,carrying amounts of our cash and cash equitsalancounts receivable and accounts
payable approximate their fair values.

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 valetarmining fair value and then we
rank the estimated values based on the relialafithe inputs used following the fair value hietareset forth by the FASB.
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We determined the fair values of our loregm debt, including the current portion, basedjooted market prices where available or, if
available, based on discounted future cash flowsgusurrent market interest rates.

The three input levels in the hierarchy of fairummeasurements are defined by the FASB geneaflyllaws:

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 amounts estimated fair values of our long-term debt]wkiog capital lease and other
obligations, as well as the input levels used temeine the fair values indicated below:

As of December 31, 2014 As of December 31, 2013
Input
Carrying Fair Carrying Fair
Level Amount Value Amount Value
(Dollars in millions)
Liabilities-Long-term debt excluding capital leased other
obligations 2 $ 20,16: 21,25t 20,34’ 20,41
(11) Income Taxes
Years Ended December 31
2014 2013 2012
(Dollars in millions)

Income tax expense was as folloy
Federa

Current $ 18 1 57

Deferred 308 _402 361
State

Current 26 62 15

Deferred _ (19 _(8 _ 33
Foreign

Current 3 9 7

Deferred = ) e
Total income tax expent $33¢ 468 473

Years Ended December 31
2014 2013 2012
(Dollars in millions)

Income tax expense was allocated as follc
Income tax expense in the consolidated statemémigerations
Attributable to income $ 33¢ 46% 47z
Stockholder equity:
Compensation expense for tax purposes in exceasnofints recognized for financial
reporting purpose 5) (14 (18)
Tax effect of the change in accumulated other ceimgnsive los (744) 554 (439
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The following is a reconciliation from the statutdederal income tax rate to our effective incowme riate:

Years Ended December 31

2014 2013 2012
(Percentage of pr-tax income)

Statutory federal income tax re 35.C% 35.C% 35.(%
State income taxes, net of federal income tax lie 2.7% 2.8% 2.5%
Impairment of goodwil — % 188.t % —%
Reversal of liability for unrecognized tax positi 0.4% (24.5% —%
Foreign income taxe 0.4% 2.7% 0.2%
Nondeductible accounting adjustment for life ins1oe — % 3.1% —%
Release state valuation allowar — % (2.9% —%
Loss on worthless investment in foreign subsid (5.9% — % —%
Other, ne (2.6% 1.4% —%
Effective income tax rat 30.5% 206.7 % 37.8%

The 2014 effective tax rate is 30.5% compared & 2% for 2013. The 2014 rate reflects a $60 milbemefit for a worthless stock
deduction for tax basis in a wholgwned foreign subsidiary as a result of developsanbankruptcy proceedings involving its sole tagel ¢
$13 million tax decrease due to changes in the staxes caused by apportionment changes, statattaghanges and the changes in the
expected utilization of NOLs. The 2013 rate refidtte tax effect of a $1.092 billion non-deductipodwill impairment charge, a favorable
settlement with the Internal Revenue Service of $8Bon, a $22 million reduction due to the revarsf an uncertain tax position and the tax
effect of a $17 million unfavorable accounting atinent for non-deductible life insurance costsoAls2013, the tax rate was decreased by &
$5 million reduction to the valuation allowance daehe estimated ability to utilize more state NQhan previously expected. The 2012 rate
reflects the $16 million reversal of a valuatioloalance related to the auction rate securitiesalg is 2012.

The tax effects of temporary differences that géseto significant portions of the deferred tagets and deferred tax liabilities were as
follows:

As of December 31
2014 2013
(Dollars in millions)

Deferred tax asse

Pos-retirement and pension benefit cc $2,27¢ 1,61¢
Net operating loss carryforwar 1,091 1,532
Other employee benefi 214 182
Other 60z 782
Gross deferred tax assi 4,18: 4,114
Less valuation allowanc (409 (43%)
Net deferred tax asse 3,774 3,67¢

Deferred tax liabilities
Property, plant and equipment, primarily due tordejation difference (3,869 (3,909
Goodwill and other intangible ass: (2,909) (3,22¢)
Other (147) (137)
Gross deferred tax liabilitie (6,929 (7,267)
Net deferred tax liabilit $(3,150 (3,589
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Of the $3.150 billion and $3.588 billion net deéatitax liability at December 31, 2014 and 2013peesively, $4.030 billion and $4.753
billion is reflected as a long-term liability an830 million and $1.165 billion is reflected as & aerrent deferred tax asset at December 31,
2014 and 2013, respectively.

At December 31, 2014, we had federal NOLs of $illtob and state NOLs of $12 billion. If unusedetMOLs will expire between 2015
and 2032; however, no significant amounts expitd 8620. At December 31, 2014, we had $51 mill{83 million net of federal income ta
of state investment tax credit carryforwards thiitexpire between 2015 and 2024 if not utilized.addition, at December 31, 2014 we had
$110 million of federal alternative minimum tax,AMT, credits. Our acquisitions of Qwest and Sawasised “ownership changes” within the
meaning of Section 382 of the Internal Revenue Gt8lection 382"). As a result, our ability to usese NOLs and AMT credits are subject to
annual limits imposed by Section 382. Despite this,expect to use substantially all of these t&bates to reduce our future federal tax
liabilities, although the timing of that use wikkdend upon our future earnings and future tax gistances.

We establish valuation allowances when necessawdiace the deferred tax assets to amounts we teixpesalize. As of December 31,
2014, a valuation allowance of $409 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, 20idt 2013 is primarily related to state NOL
carryforwards. This valuation allowance decrease#i2 million during 2014.

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 2014 and 2013 is|msv&

2014 2013
(Dollars in millions)

Unrecognized tax benefits at beginning of y $ 14 78
Increase in tax positions taken in the prior y 9 —
Decrease due to the reversal of tax positions takarprior yea 2 —
Decrease from the lapse of statute of limitati D (36)
Settlement: (3 (28)
Unrecognized tax benefits at end of y $ 17 14

During 2012, we entered into negotiations with HR8 to resolve a claim that was filed by Qwest1899. Based on the status of the
negotiations at year end 2012, we partially rexg¢eeseunrecognized tax benefit that was assumedrasfthe Qwest acquisition. When the
negotiations were settled in 2013, we fully revdrdee amount of the unrecognized tax position @&sdnded a receivable for the anticipated
refund, which was received in the second quart@0a#.

The total amount of unrecognized tax benefits tifiagcognized, would impact the effective incorag tate was $32 million and $29
million at December 31, 2014 and 2013, respectively

Our policy is to reflect interest expense assodiatigth unrecognized tax benefits in income tax egee We had accrued interest
(presented before related tax benefits) of appratefg $30 million at both December 31, 2014 and3201

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.

In 2012, Qwest filed an amended 2008 federal inctaxeeturn primarily to report the carryforwardgact of prior year settlements. A
refund was received for the amended 2008 fedecahire tax return in 2013. In 2013, Qwest filed areaded 2009 federal income tax return
primarily to report the carryforward impact of
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prior year settlements. The refund for the 2009raded return filed in 2013 was received in 20142004, Qwest filed an amended federal
income tax return for 2010. The refund claim fifed 2010 was accepted by the IRS and the refuedpgcted to be received in 2015. The
amended return released certain general businedgscthat were required to be carried back to 26@8% result, a subsequent 2009 federal
amended return was filed by Qwest in 2014 to réflee carrybacks from 2010. The 2009 refund claledfin 2014 was accepted by the IRS
and the refund is expected to be received in 2015.

Beginning with the 2010 tax year, our federal cdidsed returns are subject to annual examinatiothb IRS. Qwest's federal
consolidated returns for the 2010 and pre-merg#f 28x years are open to examination by the IR8efe consolidated returns for Savvis for
tax years 2010 and pre-merger 2011 are under egsiorirby the IRS.

In years prior to 2011, Qwest filed amended fede@me tax returns for 2002-2007 to make protectiaims with respect to items
reserved in their audit settlements and to coitents not addressed in prior audits. The examinaifdthose amended federal income tax
returns by the IRS was completed in 2012.

Our open income tax years by major jurisdictionasdollows at December 31, 2014:

Jurisdiction Open Tax Years

Federa 201(—-curren

State
Florida 201C—curren
Minnesota 2013—curren
Other state 201C—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 thatai 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 jurisdictien(iii) the negotiated settlement of certain displuissues, 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 $8 million within the nexind@nths. The actual amount of such decrease, ifwiflydepend on several future
developments and events, many of which are outsideontrol.

(12) Segment Information

Effective November 1, 2014, we implemented a neyanizational structure designed to strengthen bilityato attain our operational,
strategic and financial goals. Prior to this reoigation, we operated and reported as four segmemtsumer, business, wholesale and hos
As a result of this reorganization, we now opeeatd report the following two segments in our coitkted financial statements:

. BusinessConsists generally of providing strategic, legangl data integration products and services to enserpvholesale and
governmental customers, including other commuroeggiroviders. Our strategic products and servitieseax to these customers
include our private line (including special accesspadband, Ethernet, MPLS, Voice over Internetétol (“VolP”), network
management services, colocation, managed hostohgland hosting services. Our legacy services etf¢o these customers
primarily include switched access, long-distancel local services, including the sale of unbundietivork elements (“UNES”)
which allow our wholesale customers to use our ngtver a combination of our network and their ovetworks to provide voice
and data services to their customers;
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. Consumer.Consists generally of providing strategic and ¢ggaroducts and services to residential custon@us strategic
products and services offered to these customelsde our broadband, wireless and video servicetyding our Prism TV
services. Our legacy services offered to theseomests include local and lo-distance service:

We have restated previously reported segment sefulthe years ended December 31, 2013 and 204 fodhe above-described
organizational restructure on November 1, 2014.fohewing table summarizes our segment result2fi4, 2013 and 2012 based on the
segment categorization we were operating undeeatdber 31, 2014.

Years Ended December 31

2014 2013 2012
(Dollars in millions)

Total segment revenu $17,02¢ 17,09t 17,32(
Total segment expens 8,50¢ 8,16\ 8,14
Total segment incorr $ 8,51¢ 8,92¢ 9,17:
Total margin percentag 50% 52% 53%
Business

Revenue: $11,03¢ 11,09: 11,15¢

Expense! 6,08¢ 5,80¢ 5,72¢

Income $ 4,94 5,28 5,42

Margin percentag 45% 48% 49%
Consumer

Revenue: $ 5,994 6,00¢ 6,164

Expense! 2,42( 2,35¢ 2,41¢

Income $ 3,574 3,64¢ 3,74¢

Margin percentag 60% 61% 61%

Recent Changes in Segment Reporti

We have recast our previously reported segmenttsedue to the reorganization of our business. Séggment recast resulted in increases
in consumer segment expenses and decreases irfgisegment expenses for the years ended Deceint2f13 and 2012. The nature of the
most significant changes to segment expenses dodl@ss:

. Certain business segment expenses were reass@oedsumer segment expense;
. Certain business segment expenses were reass@oerpbrate overhea

For the years ended December 31, 2013 and 2018etimeent recast resulted in an increase in consexpenses of $28 million and $32
million, respectively, and a decrease in busingpgrses of $45 million and $59 million, respectyvel

During 2014, we adopted several changes with réspéle assignment of certain expenses to ourshgments. We have restated our
previously reported segment results for the yeadee December 31, 2013 and 2012 to conform toulrewt presentation. The nature of the
most significant changes to segment expenses dod@ss:

. The method for allocating certain shared costakumer sales and care, including bad debt examseredit card fees, was
revised, which resulted in an increase in conswsagment expenses with a corresponding decreasssiinelss segment expenses;
and
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. The progress of our integration efforts and ceiztaéibn of certain administrative functions enablisdto discontinue the inclusion
of finance, information technology, legal and humasources expenses in our then hosting segmeiah wadsulted in a decrease in
business segment expens

For the years ended December 31, 2013 and 2018dkeignments of expenses resulted in an incnre@smsumer expenses of $100
million and $95 million, respectively, and a de@@in business expenses of $165 million for botrse

Product and Service Categories
We categorize our products, services and revermes@the following four categories:

. Strategic serviceswhich include primarily broadband, private linec{uding special access), MPLS (which is a datavagking
technology that can deliver the quality of serwiegquired to support redime voice and video), hosting (including cloud timg and
managed hosting), colocation, Ethernet, video (idiclg resold satellite and our facilities-basedewidervices), VolP and Verizon
Wireless services

. Legacy service, which include primarily local, long-distance, sstied access, Integrated Services Digital Netwd8ON")
(which uses regular telephone lines to supportejoicdeo and data applications), and traditionalenarea network (“WAN”)
services (which allow a local communications nettorlink 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
broadband networks for our governmental and businestomers; ar

. Other revenuesyhich consist primarily of Universal Service Furid$F”) revenue and surcharges. Unlike the firseéhrevenue
categories, other revenues are not included irsegment revenue

Our operating revenues for our products and seswioesisted of the following categories for thergemded December 31, 2014, 2013
and 2012:

Years Ended December 31

2014 2013 2012
(Dollars in millions)
Strategic service $ 9,20( 8,82 8,421
Legacy service 7,13¢ 7,61¢ 8,221
Data integratior 69C 65€ 672
Other 1,00z 1,00( 1,05¢
Total operating revenut $18,03: 18,09t 18,37¢

Other operating revenues include revenues fromeusal service funds, which allow 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. We also generate other operating revémuedeasing and subleasing of space in our offigiédings, warehouses and other
properties. Because we centrally manage the deswitat generate these other operating revenedpwot allocate these revenues to any of
our two segments presented above.

We recognize revenues in our consolidated statesmdrperations for certain USF surcharges angaetion taxes that we bill to our
customers. Our consolidated statements of opesaéitso reflects the related expense for the amaumtemit to the government agencies. Th
total amount of such surcharges that we includeéwenues aggregated approximately $526 millio89%4illion and $531 million for the
years ende
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December 31, 2014, 2013 and 2012, respectivelysd kiSF surcharges, where we record revenue, dogl@ttin the “other” operating
revenues and transaction tax surcharges are irtcindéegacy services” revenues. We also act asllaation agent for certain other USF and
transaction taxes that we are required by goverhaggncies to include in our bills to customerswbich we do not record any revenue or
expense because we only act as a pass-through agent

Allocations of Revenues and Expenses

Our segment revenues include all revenues fronstategic, legacy and data integration operatierdescribed in more detail above.
Segment revenues are based upon each customesgicion to an individual segment. We report seigment revenues based upon all
services provided to that segment’s customers.s@gment expenses for our two segments includefgpexpenses incurred as a direct result
of providing services and products to segment coete, along with selling, general and administeaixpenses that are directly associated
with specific segment customers or activities; alhocated expenses which include network experigetifies expenses and other expenses
such as fleet and real estate expenses. We dasighalepreciation and amortization expense or immgats to our segments, as the related
assets and capital expenditures are centrally neahaigd are not monitored by or reported to thef dperating decision maker (“CODM”) by
segment. Similarly, severance expenses, restragtesipenses and certain centrally managed adnaiting&ifunctions (such as finance,
information technology, legal and human resouraes)ot assigned to our segments. Interest expeam excluded from segment results
because we manage our financing on a total compasig and have not allocated assets or debt tifispEmments. Other income (expense) i
not monitored as a part of our segment operatiodssatherefore excluded from our segment results.

The following table reconciles segment income toimeome for the years ended December 31, 20143 a0d 2012:

Years Ended December 31

2014 2013 2012
(Dollars in millions)

Total segment incomr $ 8,51¢ 8,92¢ 9,17:
Other operating revenu 1,00: 1,00¢ 1,05¢
Depreciation and amortizatic (4,42%) (4,547) (4,780
Impairment of goodwil — (1,099 —
Other unassigned operating exper (2,689 (2,847) (2,73¢€)
Other expenses, n (1,300 (1,229 (1,469
Income tax expens (33¢) (46%) (479
Net income (loss $ 77z (239 777

We do not have any single customer that provideeni@mn 10% of our total consolidated operatingnexes. Substantially all of our
consolidated revenues come from customers locattéteiUnited States.
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(13) Quarterly Financial Data (Unaudited)

First Second Third Fourth
Quarter Quarter Quarter Quarter Total
(Dollars in millions, except per share amounts

2014

Operating revenue $4,53¢ 4,541 4,51¢ 4,43¢ 18,03:
Operating incom 653 655 61¢ 48% 2,41(
Net income 203 19z 18¢ 18¢ 772
Basic earnings per common sh 0.3t 0.34 0.3: 0.3: 1.3¢
Diluted earnings per common shi 0.3t 0.34 0.3t 0.3: 1.3¢
2013

Operating revenue $4,51: 4,52¢ 4,51¢ 4,54 18,09t
Operating income (los! 782 71t (685) 641 1,45
Net income (loss 29¢ 26¢ (1,049 23¢ (239
Basic earnings (loss) per common sk 0.4¢ 0.4t (21.7¢) 0.41 (0.40
Diluted earnings (loss) per common sh 0.4¢ 0.44 (1.7¢) 0.41 (0.40

During the fourth quarter of 2014, we recognize®b@ million tax benefit associated with a worthletsck deduction for the tax basis
wholly-owned foreign subsidiary as a result of depments in bankruptcy proceedings involving itlesasset that occurred in the first quarter
of 2014. During the fourth quarter of 2014, we alscognized a pension settlement charge of $63millThe net loss of $1.045 billion in the
third quarter of 2013 is primarily due to a goodwilpairment charge of $1.1 billion and a charg&®83 million in connection with a then
tentative settlement in a litigation matter.

(14) Commitments and Contingencies

We are vigorously defending against all of the srattescribed below. As a matter of course, weamgared both to litigate the matters
to judgment, as well as to evaluate and consideeasonable settlement opportunities. In this Nateen we refer to a class action as
“putative” it is because a class has been allelgetdnot certified in that matter. We have estalgiishccrued liabilities for the matters describec
below where losses are deemed probable and redg@stimable.

Pending Matters

In William Douglas Fulghum, et al. v. Embarqg Corpoastj et al., filed on December 28, 2007 in the United Statiss$ri@t Court for the
District of Kansas, a group of retirees filed asslaction lawsuit challenging the decision to madetain modifications in retiree benefits
programs relating to life insurance, medical insgeaand prescription drug benefits, generally ¢ffeclanuary 1, 2006 and January 1, 2008
(which, at the time of the modifications, was expddo reduce estimated future expenses for thieautenefits by more than $300 million).
Defendants include Embarg, certain of its benddihg, its Employee Benefits Committee and the iiddial plan administrator of certain of its
benefits plans. Additional defendants include Spextel and certain of its benefit plans. The Gaertified a class on certain of plaintiffs’
claims, but rejected class certification as to oti@ms. On October 14, 2011, thalghumlawyers filed a new, related lawsudtbbott et al. v.
Sprint Nextel et alln Abbott,approximately 1,500 plaintiffs allege breach oifithry duty in connection with the changes in estibenefits
that also are at issue in thalghumcase. Thé\bbottplaintiffs are all members of the class that watsifoed in Fulghumon claims for alleged|
vested benefits (Counts | and 1lI), and &igbottclaims are similar to thEulghumbreach of fiduciary duty claim (Count I1), on whitte
Fulghumcourt denied class certification. The Court hagedgroceedings iAbbottindefinitely, except for limited discovery and naoii
practice as to approximately 80 of the plainti@s February 14, 2013, thulghumcourt dismissed the majority of the plaintiffs’ icfes in that
case. On July 16, 2013, tRelghumcourt granted plaintiffs’ request to seek interlmey review by the United States Court of Appealsthe
Tenth Circuit. Embarq and the other defendantslafending the appeal, continue to vigorously cdrdag remaining claims
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in Fulghumand seek to have the claims in tigbottcase dismissed on similar grounds. We have notueada liability for these matters
because we believe it is premature (i) to determihether an accrual is warranted and (i) if sadeétermine a reasonable estimate of probable
liability.

In December 2009, subsidiaries of CenturyLink fited lawsuits against subsidiaries of Sprint Netgelecover terminating access
charges for VolP traffic owed under various intentection agreements and tariffs which originallprmximated $34 million in the aggregate.
In connection with the first lawsuit, a federal com Virginia issued a ruling in our favor, whicasulted in Sprint paying us approximately $2¢
million. The other lawsuit is pending in federaliebin Louisiana. In that case, in early 2011 tleei® dismissed certain of CenturyLink’s
claims, referred other claims to the Federal Comipations Commission (“FCC”), and stayed the litigat In April 2012, Sprint Nextel filed a
petition with the FCC, seeking a declaratory rulingt CenturyLinks access charges do not apply to VolIP originaths, @éad earlier this yea
CenturyLink filed a complaint with the Missouri RighService Commission to collect the portion of lemaining unpaid charges arising in
that state. We have not deferred any revenue réomgrelated to these matters.

On July 16, 2013, Comcast MO Group, Inc. (“Comcafiied a lawsuit in Colorado state court againstgdt Communications
International Inc. (“Qwest”). Comcast alleges Qwastached the parties’ 1998 tax sharing agreei€8#(") when it refused to partially
indemnify Comcast for a tax liability settlementr@cast reached with the Commonwealth of Massaclsusett dispute to which we were not a
party. Comcast seeks approximately $80 millionamdges, excluding interest. Qwest and Comcastaatiepto the TSA in their capacities as
successors to the TSA's original parties, U S WHSG., a telecommunications company, and MediaOrwig Inc., a cable television
company, respectively. In October 2014, the statetgranted summary judgment in Qwsdgavor. In November 2014, Comcast filed a Nc
of Appeal. We have not accrued a liability for thiatter because we do not believe that liabilitgrizbable.

On September 13, 2006, Cargill Financial Markels (FCargill”) and Citibank, N.A. (“Citibank”) filel a lawsuit in the District Court of
Amsterdam, the Netherlands, against Qwest, Konke&kKPN N.V., KPN Telecom B.V., and other formeficérs, employees or supervisory
board members of KPNQwest N.V. (“*KPNQwest"), somi&vbom were formerly affiliated with Qwest. The lamit alleges that defendants
misrepresented KPNQwest's financial and businersditon in connection with the origination of a ditfacility and wrongfully allowed
KPNQwest to borrow funds under that facility. Ptéfs allege damages of approximately €219 mill{on approximately $266 million based
on the exchange rate on December 31, 2014). The wdlthis claim will be reduced to the degreenilfs receive recovery from a distributi
of assets from the bankruptcy estate of KPNQwest. axtent of such expected recovery is not yet kn@wn April 25, 2012, the court issued
its judgment denying the claims asserted by Caagitl Citibank in their lawsuit. Cargill and Citidahave appealed that decision. We do not
believe that liability is probable in this matter.

The terms and conditions of applicable bylaws,ifteates or articles of incorporation, agreementagplicable law may obligate Qwest
to indemnify its former directors, officers or erapées with respect to the Cargill matter descréteolve, and Qwest has been advancing lega
fees and costs to certain former directors, offi@@remployees in connection with that matter.

Several putative class actions relating to theaifaton of fiber optic cable in certain rights-afiy were filed against Qwest on behalf of
landowners on various dates and in courts locat&d istates in which Qwest has such cable (Alaba&mzona, California, Colorado,
Delaware, Florida, Georgia, lllinois, Indiana, lgwaansas, Kentucky, Maryland, Massachusetts, Mahiglinnesota, Mississippi, Missouri,
Nebraska, Nevada, New Jersey, New Mexico, New YNdtth Carolina, Ohio, Oklahoma, Oregon, PennsyibsaBouth Carolina, Tenness
Texas, Utah, Virginia, and Wisconsin.) For the npat, the complaints challenge our right to ifsiat 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 plaintiff€£onsent. In general, the complaints seek damag#eonies of trespass and unjust enrichment, ak
as punitive damages. After previous attempts terd@nto a single nationwide settlement in a sirgglart proved
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unsuccessful, the parties proceeded to seek coprveal of settlements on a state-by-state basislate, the parties have received final
approval of such settlements in 31 states. Thiesstht administration process, including claim sigsion and evaluation, is continuing in
relation to a number of these settlements. Thegsdnave not yet received final approval in twdestgTexas and New Mexico). There is one
state where an action was at one time, but isumoeotly, pending (Arizona). We have accrued anwamhthat we believe is probable for
resolving these matters; however, the amount isnagérial to our consolidated financial statements.

CenturyLink and certain of its affiliates are defants in one consolidated securities and four $loéder derivative actions. The actions
are pending in federal court in the Western Distrfd_ouisiana. Plaintiffs in these actions haveimasly alleged, among other things, that
CenturyLink and certain of its current and form#icers and directors violated federal securit@sd and/or breached fiduciary duties owed ftc
the Company and its shareholders. Plaintiffs’ caimpé focus on alleged material misstatements assions concerning CenturyLink’s
financial condition and changes in CenturyLink’pital allocation strategy in early 2013. These pratare in preliminary phases and the
Company intends to defend against the filed actiggsrously. We have not accrued a liability foesle matters as it is premature (i) to
determine whether an accrual is warranted andf 60, to determine a reasonable estimate of prleldatbility.

The local exchange carrier subsidiaries of Centimylare among hundreds of defendants nationwidkiens of lawsuits filed over the
past year by Sprint Communications Company andlaéfs of Verizon Communications Inc. The plairgiffi these suits have challenged the
right of local exchange carriers to bill interexaba carriers for switched access charges for cectdis between mobile and wireline devices
that are routed through an interexchange carnethe lawsuits, the plaintiffs are seeking refuntlaccess charges previously paid and relief
from future access charges. In addition, thesesante other interexchange carriers have ceasedgsayitched access charges on these calls
Recently the lawsuits involving our local exchargeriers and many other carriers have been cordetidor pretrial purposes in the United
States District Court for the District of NorthéFexas. Some of the defendants, including our afélil carriers, have petitioned the Federal
Communications Commission to address these issuas imdustry-wide basis.

As both an interexchange carrier and a local exgpbaarrier, we both pay and assess significant ata@f the access charges in
question. The outcome of these disputes and sisitwell as any related regulatory proceedingsdbiald ensue, are currently not predictabl
we are required to stop assessing these chargeay refunds of any such charges, our finaneisulits could be negatively affected.

Other Proceedings and Disputes

From time to time, we are involved in other prodegd incidental to our business, including patefringement allegations,
administrative hearings of state public utility aoissions relating primarily to our rates or sergicactions relating to employee claims, var
tax issues, environmental law issues, grievancargsabefore labor regulatory agencies, and mianelbus third party tort actions. The
outcome of these other proceedings is not predetilmwever, based on current circumstances, watlbelieve that the ultimate resolution
of these other proceedings, after considering abkEldefenses and any insurance coverage or infleatioin rights, will have a material
adverse effect on our financial position, resufteerations or cash flows.

We are currently defending several patent infringenlawsuits asserted against us by poagticing entities. These cases have progrt
to various stages and one or more may do to triié coming 24 months if they are not otherwis®lkeed. Where applicable, we are seeking
full or partial indemnification from our vendorsdeuppliers. As with all litigation, we are vigogiy defending these actions and, as a matter
of course, are prepared both to litigate the matejudgment, as well as to evaluate and consillleeasonable settlement opportunities.
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Capital Leases

We lease certain facilities and equipment undeiouarcapital lease arrangements. Depreciations#tasinder capital leases is included
in depreciation and amortization expense in ousobdated statements of operations. Payments dtatigases are included in repayments of
long-term debt, including current maturities in @ensolidated statements of cash flows.

The tables below summarize our capital lease agtivi

Years Ended December 31

2014 2013 2012
(Dollars in millions)

Assets acquired through capital lea $ 37 12 20¢
Depreciation expens 12¢ 13¢ 15C
Cash payments towards capital lee 11¢ 11¢ 112

As of December 31
2014 2013

(Dollars in millions)
Assets included in property, plant and equipn $ 85C 871
Accumulated depreciatic 39¢ 33¢

The future annual minimum payments under capitsdearrangements as of December 31, 2014 werd@gsfo

Future

Minimum
Payments
(Dollars in
millions)
Capital lease obligation
2015 $ 104
2016 76
2017 74
2018 72
2019 61
2020 and thereaftt 284
Total minimum payment 671
Less: amount representing interest and execut@ts (1829
Present value of minimum payme 48¢
Less: current portio (73
Long-term portion $ 41¢

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-cancelabla fgus any term under renewal options that areoresdsly assured. For the years ended
December 31, 2014, 2013 and 2012, our gross rerpanse was $446 million, $455 million and $445iom| respectively. We also received
sublease rental income for the years ended Decedih@014, 2013 and 2012 of $14 million, $16 milliand $18 million, respectively.
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At December 31, 2014, our future rental commitméot®perating leases were as follows:

Future

Minimum
Payments
(Dollars in
millions)
2015 $ 311
2016 28C
2017 257
2018 233
2019 202
2020 and thereaft: 974
Total future minimum paymen(® $ 2,257

(1) Minimum payments have not been reduced by minimulbfesise rentals of $91 million due in the futurdemnor-cancelable sublease

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 $407 million at Decen®ie 2014. Of this amount, we expect to purchdge $nillion in 2015, $154 million in
2016 through 2017, $50 million in 2018 through 2@h@ $62 million in 2020 and thereafter. These am®do not represent our entire
anticipated purchases in the future, but represelytthose items for which we were contractuallyneoitted as of December 31, 2014.

(15) Other Financial Information
Other Current Assets
The following table presents details of other coti@Essets in our consolidated balance sheets:

As of December 31

2014 2013
(Dollars in millions)

Prepaid expenst $ 26C 26€
Materials, supplies and inventc 132 167
Assets held for sal 14 26
Deferred activation and installation chari 102 94
Other 71 44
Total other current asse $ 58C 597

Assets held for sale includes several assets thaxwect to sell within the next twelve months.iBgr2014, we sold our remaining 700
MHz A-Block wireless spectrum licenses, which we purct@s€008 but never placed into service. As a tesfuthanges in market conditic
and prevailing spectrum prices, we recorded an iimqzant charge of $14 million, which is includedather income, net in our consolidated
statements of operations for the for the year efsmbmber 31, 2014. The sale closed on Novemt#013l, and we received $39 million in
cash in the aggregate.
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Selected Current Liabilitie:
Current liabilities reflected in our consolidategldnce sheets include accounts payable and othentliabilities as follows:

As of December 3!

2014 2013
(Dollars in millions)

Accounts payabl $1,22¢ 1,111
Other current liabilities

Accrued ren $ 34 52

Legal reserve 27 273

Other 14¢ 18¢

Total other current liabilitie $ 21C 514

Included in accounts payable at December 31, 26842813 were $80 million and $88 million, respeelyy representing book overdra
and $185 million and $140 million, respectivelysasiated with capital expenditures. Included iralegserves at December 31, 2013, was
$235 million related to the then tentative settlatregreement with the trustees in the KPNQwest Ibbhmkruptcy proceeding. In February
2014, we paid approximately €171 million (or approately $235 million) to settle this proceeding.

(16) Labor Union Contracts

Approximately 36% of our employees are membersaoiows bargaining units represented by the Comnatinics Workers of America
(“CWA") or the International Brotherhood of Electal Workers (“IBEW”). As of December 31, 2014, amgmately two thousand or 4% of
our employees are subject to additional colledtiasgaining agreements that expired in 2014. Webelthat relations with our employees
continue to be generally good. We are currentlyotiating the terms of new agreements covering teeggloyees. Additionally, approximate
two thousand, or 4%, of our employees are subjecbliective bargaining agreements that expiredh32

(17) Repurchase of CenturyLink Common Stock

In February 2013, our Board of Directors authorimedo repurchase up to $2 billion of our outstagdiommon stock. On May 29, 20:
we completed the 2013 stock repurchase progrararebasing over the course of the program a tot&Bds million shares in the open market
at an average purchase price of $33.63 per shatbo€e aggregate amounts, we repurchased 13idmshares in the open market during the
first half of 2014 for an aggregate market pricé483 million, or an average purchase price of 3 per share. All shares of common stock
repurchased under our 2013 stock repurchase prdgaambeen retired.

In February 2014, our Board of Directors authoriae2-month program to repurchase up to an aggregatl billion of our outstanding
common stock. This 2014 stock repurchase prograeffect on May 29, 2014, immediately upon the ptation of our predecessor 2013
stock repurchase program. During the year endeémier 31, 2014, we repurchased 5.2 million sharesmoutstanding common stock in
the open market. These shares were repurchasad fgggregate market price of $200 million, or agrage purchase price of $38.40 per st
The repurchased common stock has been retirede Teparchased shares exclude shares that, as efmbec 31, 2014, we had agreed to
purchase under this program for an aggregate afi®n, or an average purchase price of $40.22spare, in transactions that settled early ir
the first quarter of 2015. The $6 million in shaessluded from the repurchase is included in otluerent liabilities on our consolidated
balance sheet as of December 31, 2014. As of Dese&ih 2014, we had approximately $800 milliontwck remaining available for
repurchase under the Stock Repurchase Progrant. Pebauary 20, 2015, we had repurchased 7.7 miitares for $298 million, or an
average purchase price of $38.57 per share.
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(18) Accumulated Other Comprehensive Los:

The table below summarizes changes in accumuldben comprehensive loss recorded on our consotidatance sheet by component

for the year ended December 31, 2014:

Balance at December 31, 20

Other comprehensive income (loss) before
reclassification:

Amounts reclassified from accumulated
other comprehensive incor

Net currer-period other comprehensive
income (loss

Balance at December 31, 20

Pension Plan
$ (669
(1,107

56

(1,059)
$ (1,720

Foreign Currency

Translation
Post-Retirement Adjustment
Benefit Plans and Other Total
(Dollars in millions)
(122) (12) $ (802)
(162) (15) (1,28¢)
12 1 69
(150) (14) (1,215
(272) (25 $(2,017)

The table below presents further information almurtreclassifications out of accumulated other cahensive loss by component for

year ended December 31, 20

Year Ended December 31, 201

Amortization of pension & post-retirement
plans
Net actuarial los
Prior service cos
Total before tas
Income tax expense (bene!
Insignificant items
Net of tax

Decrease (Increas¢
in Net Income
(Dollars in millions)

$ 85
25

11C

(42)
1
$ 69

Affected Line ltem in Consolidated Statement o
Operations or Footnote Where Additional
Information is Presented If The Amount is not
Recognized in Net Income in Total

See Note —Employee Benefit
See Note —Employee Benefit

Income tax expens

The table below summarizes changes in accumuldkbext oomprehensive loss recorded on our consotidzdtance sheet by component

for the year ended December 31, 2013:

Balance at December 31, 20

Other comprehensive income (loss) before
reclassification:

Amounts reclassified from accumulated
other comprehensive incor

Net currer-period other comprehensive
income (loss

Balance at December 31, 20

Pension Plan
$ (1,399
67&

55

73C
$ (669)
B-89

Foreign Currency

Translation
Pos-Retirement Adjustment
Benefit Plans and Other Total
(Dollars in millions)
(289) (13 $(1,707)
164 1 84(
3 1 59
167 2 89¢
122 (11 $ (80z
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The table below presents further information almurtreclassifications out of accumulated other cahensive loss by component for
year ended December 31, 20

Affected Line Item in Consolidated Statement o
Operations or Footnote Where Additional
Decrease (Increas¢ Information is Presented If The Amount is not
Year Ended December 31, 201 in Net Loss Recognized in Net Income in Tota
(Dollars in millions)

Amortization of pension & post-retiremen

plans
Net actuarial los $ (898) See Note —Employee Benefit
Prior service cos (5 See Note —Employee Benefit
Total before tas (93
Income tax expense (bene! 35 Income tax expens
Insignificant items (€]
Net of tax $ (59

(19) Dividends
Our Board of Directors declared the following diemdis payable in 2014 and 2013:

Dividend
Date Declared Record Date Per Share Total Amount Payment Date
(in millions)
November 11, 201 11/24/201. $ 0.54( $ 307 12/5/201:
August 19, 201- 8/29/201- $ 0.54( $ 30¢ 9/12/201-
May 28, 201 6/9/201 $ 0.54( $ 307 6/20/201-
February 24, 201 3/10/201- $ 0.54( $ 30¢ 3/21/201-
November 12, 201 11/25/201. $ 0.54( $ 321 12/6/201.
August 27, 201: 9/6/201: $ 0.54( $ 321 9/19/201.
May 22, 201: 6/3/201: $ 0.54( $ 32C 6/14/201.
February 27, 201 3/11/201. $ 0.54( $ 33¢ 3/22/201.

* k k ok ok ok kx k%
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g IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE
ENCLOSED ENVELOPE. q

AV
7\
CenturyLink™

Proxy — CENTURYLINK, INC.

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

The undersigned hereby constitutes and appoints Glen F. Post, Il or Stacey W. Goff, or either of them, proxies for the undersigned,
with full power of substitution, to represent the undersigned and to vote all of the shares of common stock and voting preferred
stock (collectively, the “Voting Shares”) of CenturyLink, Inc. (the “Company”) that the undersigned is entitled to vote at the annual
meeting of shareholders of the Company to be held on May 20, 2015, and at any and all adjournments thereof (the “Meeting”).

In addition to serving as a Proxy, this card will also serve as instructions to Computershare Trust Company, N. A. (the “Agent”) to
vote in the manner designated on the reverse side hereof the shares of the Company’s common stock held as of April 1, 2015 in
the name of the Agent and credited to any plan account of the undersigned in accordance with the Company’s dividend
reinvestment plan. Upon timely receipt of this Proxy, properly executed, all of your Voting Shares, including any held in the name of
the Agent, will be voted as specified.

The Board of Directors recommends that you vote FOR Items 1 through 4 and AGAINST Item 5 listed on the reverse side hereof,
each of which are more fully described in the Company’s proxy statement for the Meeting. If you properly execute and return this
Proxy but fail to provide specific directions with respect to any of the matters. listed on the reverse side, all of your votes will be
voted in accordance with these recommendations with respect to such matters.

(Please See Reverse Side)
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I IMPORTANT ANNUAL MEETING INFORMATION I

Electronic Voting Instructions
Available 24 hours a day, 7 days a week!

Instead of mailing your proxy, you may choose one of the voting methods outlined
below to vote your proxy.

VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE BAR.

Proxies submitted by the Internet or telephone must be received by 1:00
a.m., Central Time, on May 20, 2015.

Vote by Internet

e Go to www.envisionreports.com/CTL

* Or scan the QR code with your smartphone

* Follow the steps outlined on the secure website

Vote by telephone

* Call toll free 1-800-652-VOTE (8683) within the USA, US territories &
Canada on a touch tone telephone

* Follow the instructions provided by the recorded message

Using a black ink pen, mark your votes with an X as shown in this example.
Please do not write outside the designated areas.

Annual Meeting Proxy Card (1234 5678 9012 345)

gIF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE
ENCLOSED ENVELOPE. q

Proposals — The Board of Directors recommends that you vote FOR Items 1 through 4 and AGAINST Item 5.

1. Elect twelve directors. For Withhold For  Withhold For  Withhold For  Withhold +
01 - Virginia Boulet D D 02 - Peter C. Brown D D 03 - Richard A. Gephardt D D 04 - W. Bruce Hanks D D
05 - Gregory J. McCray D D 06 - C. G. Melville, Jr. D D 07 - William A. Owens D D 08 - Harvey P. Perry D D
09 - Glen F. Post, 1lI D D 10 - Michael J. Roberts D D 11 - Laurie A. Siegel D D 12 - Joseph R. Zimmel D D
For  Against Abstain For Against Abstain

2. Ratify the appointment of KPMG LLP as our 3. Approve our 2015 Executive Officer Short-Term

independent auditor for 2015. D D D Incentive Plan. D D D
4. Advisory vote regarding our executive compensation. D D D 5. Shareholder proposal regarding equity retention. D D D

6. In their discretion to vote upon such other business as
may properly come before the Meeting.

E Authorized Signatures — This section must be completed for your vote to be counted. — Date and Sign Below

Please sign exactly as name appears on the certificate or certificates representing shares to be voted by this proxy. When signing as executor, administrator, attorney, trustee
or guardian, please give full title as such. If a Corporation, please sign in full corporate name by president or other authorized officer. If a partnership, please sign in
partnership name by authorized persons.

Date (mm/dd/yyyy) — Please print date below. Signature 1 — Please keep signature within the box. Signature 2 — Please keep signature within the box.

[
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g IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE
ENCLOSED ENVELOPE. q

AV
7\
CenturyLink™

Voting Instruction Card — CENTURYLINK, INC.

CENTURYLINK DOLLARS & SENSE 401 (k) PLAN
CENTURYLINK UNION 401(k) PLAN

The undersigned, acting as a participant and a “named fiduciary” in either of the above-referenced retirement plans (collectively, the
“Plans”), hereby directs The Northern Trust Company (the “Trustee”), as directed trustee of the Plans’ trust (the “Trust”), to vote at
the annual meeting of shareholders of CenturyLink, Inc. (the “Company”) to be held on May 20, 2015, and any and all
adjournments thereof (the “Meeting”), in the manner designated herein, the number of shares of the Company’s common stock
credited to the account of the undersigned maintained under either of the Plans on the matters set forth on the reverse side hereof
and more fully described in the Company’s proxy statement for the Meeting. If no instructions are furnished by the undersigned, the
Trustee will vote unvoted shares and unallocated shares, if any, held in the Trust (collectively, “Undirected Shares”) in the same
proportion as voted shares regarding each of the matters set forth on the reverse side hereof, except as other wise provided in
accordance with applicable law. Under the Trust, plan participants are deemed to act as “named fiduciaries” to the extent of their
authority to direct the voting of shares held in their accounts and their proportionate share of Undirected Shares.

The undersigned hereby directs the Trustee to authorize the Company’s proxies to vote in their discretion upon such other business
as may properly come before the Meeting.

TO BE COUNTED, THE TRUSTEE MUST RECEIVE THIS CARD, PROPERLY COMPLETED, BY 1:.00 A.M. CENTRAL TIME ON
MAY 18, 2015.

(Please See Reverse Side)
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[ MPORTANT ANNUAL MEETING INFORMATION |

Electronic Voting Instructions
Available 24 hours a day, 7 days a week!

Instead of mailing your proxy, you may choose one of the voting methods outlined
below to vote your proxy.

VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE BAR.

Voting instructions submitted by the Internet or te lephone must be received
by 1:00 a.m., Central Time, on May 18, 2015.

[EI !‘_"1.‘!-1 El Vote by Internet
ol e Go to www.envisionreports.com/CTL
* Or scan the QR code with your smartphone
* Follow the steps outlined on the secured website

Vote by telephone

* Call toll free 1-800-652-VOTE (8683) within the USA, US territories &
Canada on a touch tone telephone

* Follow the instructions provided by the recorded message

Using a black ink pen, mark your votes with an X as shown in this example.
Please do not write outside the designated areas.

Annual Meeting Voting Instruction Card (1234 5678 9012 345)

gIF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE
ENCLOSED ENVELOPE. q

Proposals — The Board of Directors recommends that you vote FOR Items 1 through 4 and AGAINST Item 5.

1. Elect twelve directors. For Withhold For Withhold For  Withhold For Withhold +

01 - Virginia Boult D D 02 - Peter C. Brown D D 03 - Richard A. Gephardt D D 04 - W. Bruce Hanks D D
05 - Gregory J. McCray D D 06 - C. G. Melville, Jr. D D 07 - William A. Owens D D 08 - Harvey P. Perry D D
09 - Glen F. Post, Il D D 10 - Michael J. Roberts D D 11 - Laurie A. Siegel D D 12 - Joseph R. Zimmel D D

For  Against Abstain For Against Abstain

2. Ratify the appointment of KPMG LLP as our 3. Approve our 2015 Executive Officer Short-Term
independent auditor for 2015. D D D Incentive Plan. D D D

4. Advisory vote regarding our executive compensation. D D D 5. Shareholder proposal regarding equity retention. D D D

6. In their discretion to vote upon such other business
as may properly come before the Meeting.

Bl Authorized Signatures — This section must be completed for your vote to be counted. — Date and Sign Below
Please mark, sign, date and return these instructions promptly. When signing as executor, administrator, attorney, trustee or guardian, please give full title as such.

Date (mm/dd/yyyy) — Please print date below. Signature 1 — Please keep signature within the box. Signature 2 — Please keep signature within the box.

[




