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Unless the context requires otherwise, refereneakis report to "CenturyLink," "we," "us" and "durefer to CenturyLink, Inc. and its
consolidated subsidiaries, including SAVVIS, Ind &s consolidated subsidiaries (referred to aav\8s") for periods on or after July 15, 2(
and Qwest Communications International Inc. anatdrsolidated subsidiaries (referred to as "Qwegtt)periods on or after April 1, 2011.

PART |
ITEM 1. BUSINESS
Overview

We are an integrated communications comgagyaged primarily in providing an array of comnuoations services to our residential,
business, governmental and wholesale customersc@umunications services include local and longadise, network access, private line
(including special access), public access, broadibdata, managed hosting (including cloud hostioglpcation, wireless and video services
certain local and regional markets, we also prolodal access and fiber transport services to ctithelocal exchange carriers ("CLECs")
and security monitoring. We strive to maintain oustomer relationships by, among other things, bigaur service offerings to provide our
customers with a complete offering of integratethomnications services.

Based on our 13.7 million of total accassed at December 31, 2012, we were the third latgéscommunications company in the United
States. We operate almost 75% of our total aco®ss in portions of Colorado, Washington, Arizolannesota, Florida, North Carolina,
Oregon, lowa, Utah, New Mexico, Missouri and Nevadfa also provide local service in portions of lda®hio, Wisconsin, Virginia, Texas,
Pennsylvania, Montana, Alabama, Nebraska, IndiArk@ansas, Tennessee, Wyoming, New Jersey, Nortlof2aakouth Dakota, Kansas,
Michigan, Louisiana, South Carolina, Illinois, Ggia, Mississippi, Oklahoma and California. In thatpn of these 37 states where we have
access lines, which we refer to as our local serairea, we are the incumbent local telephone compse also operate 54 data centers
throughout North America, Europe and Asia. We defindata center as any facility where we mark#étasd deliver either colocation services
or multi-tenant managed services, or both.

We were incorporated under the laws of3tete of Louisiana in 1968. Our principal executifiices are located at 100 CenturyLink
Drive, Monroe, Louisiana 71203 and our telephonmimer is (318) 388-9000.

For a discussion of certain risks applieabl our business, financial condition and resafltsperations, see "Risk Factors" in Item 1A of
this report. The summary financial information lisstsection should be read in conjunction with, engualified by reference to, our
consolidated financial statements and notes thémdtem 8 and "Management's Discussion and AnglgsFinancial Condition and Results of
Operations" in Item 7 of this report.

Acquisitions
Acquisition of Savvis

On July 15, 2011, we acquired all of théstanding common stock of Sawvis, a provider ofidlbosting, managed hosting, colocation
network services in domestic and international rarkWe believe this acquisition enhanced ourtghidi provide information technology
services to our existing business customers ardgitiened our ability to attract new business enste. Each share of Savvis common stock
outstanding immediately prior to the acquisitiomeerted into the right to receive $30 per sharesish and 0.2479 shares of CenturyLink
common stock. The aggregate consideration of $2b88@n was based on:

. cash payments of $1.732 billion;
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. the 14.313 million shares of CenturyLink commorcktssued to consummate the acquisition;
. the closing stock price of CenturyLink common statkuly 14, 2011 of $38.54; and
. the estimated net value of the pre-combinationipomf certain share-based compensation awardsnessby CenturyLink of

$98 million, of which $33 million was paid in cash.
Upon completing the acquisition, we als@®b47 million to retire certain pre-existing S&/debt and accrued interest.
Acquisition of Qwes

On April 1, 2011, we acquired all of thagsianding common stock of Qwest, a provider of dataadband, video and voice services
nationwide and globally. We entered into this asijisin, among other things, to realize certaintstyiz benefits, including enhanced financial
and operational scale, market diversification awttaged combined networks. As of the acquisitae dQwest served approximately
9.0 million access lines and approximately 3.0ionllbroadband subscribers across 14 states. Each shQwest common stock outstanding
immediately prior to the acquisition converted ittie right to receive 0.1664 shares of Centuryldofimon stock, with cash paid in lieu of
fractional shares. The aggregate consideratiod®f2F3 billion was based on:

the 294 million shares of CenturyLink commoncgtessued to consummate the acquisition;
. the closing stock price of CenturyLink common statiarch 31, 2011 of $41.55;

. the estimated net value of the pre-combinationipof share-based compensation awards assumedridyr@Link of
$52 million (excluding the value of restricted stancluded in the number of issued shares speciimle); and

. cash paid in lieu of the issuance of fractionakshaf $5 million.
We assumed approximately $12.7 billionoofg-term debt in connection with our acquisitioffest.
Effect of Recent Acquisition
Our acquisitions in 2011 resulted in selvin@ortant changes to our operations, including:

. providing services to an expanded number of elgfsopulated markets, which tend to afford consisnagcess to a greater
range of competitive communications products tless dense markets;

. reducing the percentage of our total revenu&vééifrom governmental support programs, whichdgfy focus on disbursing
payments to companies operating in less denselylptgul areas;

. expanding and reconfiguring our operating regianstorporate the Qwest service areas in orderdeige day-to-day decision
making at the regional level as opposed to the roeng¢ralized structures formerly used by Qwest; and

. offering certain services, such as cloud hostihgt CenturyLink did not historically provide.
Other Acquisitions

On July 1, 2009, we acquired all of thestartding common stock of Embarqg Corporation ("EmBar provider of data, Internet, video
and voice services for stock valued at approxirge®6l1 billion on the acquisition date. As of thegjaisition date, Embarq served
approximately 5.4 million access lines and appratety 1.5 million broadband subscribers acrosstdigs. We assumed approximately
$4.9 billion of long-term debt in connection withraacquisition of Embarg.
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We regularly evaluate the possibility ofjairing additional assets in exchange for cashyritges or other properties, and at any given
may be engaged in discussions or negotiationsdagaadditional acquisitions. We generally do nmt@unce our acquisitions or dispositions
until we have entered into a preliminary or defidtagreement.

References to Acquired Business

In the discussion that follows, we refethie incremental business activities that we noeraig as a result of the Savvis acquisition and
the Qwest acquisition as "Legacy Savvis" and "Lgdawest", respectively. References to "Legacy QOghink", when used in comparison of
our consolidated results for the years ended DeeeBih 2012 and 2011, mean the business we opgmatedo the Qwest and Savvis
acquisitions.

Financial and Operational Highlights

The following table summarizes the resafteur consolidated operations. Our operating tesotlude the operations of Savvis for
periods after July 15, 2011 and Qwest for peridtey &pril 1, 2011.

Years Ended December 31,

2012 2011 2010
(Dollars in millions)
Operating revenue $ 18,37¢ 15,35: 7,042
Operating expenst 15,66 13,32¢ 4,98
Operating incom $ 2,71 2,02¢ 2,06(
Net income $ 777 57¢ 94¢
December 31
2012 2011
(Dollars in millions)

Balance sheet dat
Total asset $ 54,02( 56,04«
Total long-term deb#) 20,60¢ 21,83¢
Total stockholders' equit 19,28¢ 20,821
1) Total long-term debt is the sum of current matesitdf long-term debt and long-term debt on our alidiated balance sheets. For total obligations, see

"Management's Discussion and Analysis of Finar€@idition and Results of Operati—Future Contractual Obligations" in Item 7 of théport.
The following table summarizes certain of operational metrics:

As of December 31
2012 2011 2010
(in thousands)

Operational metrics

Total broadband subscribéts 5,84¢ 5,65: 2,34¢
Total access linég) 13,74¢ 14,58¢ 6,48¢
1) Broadband subscribers are customers that purcligisespeed Internet connection service through #sting telephone lines and fiber-optic cables.
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) Access lines are telephone lines reaching fronttisédomers' premises to a connection with the psifiecched telephone network, or PSTN.

During the second quarter of 2012, we updlaur methodology for counting broadband subsigitieinclude residential, business and
wholesale subscribers instead of only residentidlsmall business subscribers. We have restatepreviously reported amounts to reflect
change.

Substantially all of our long-lived assats located in the United States and substantdillyf our revenues are from customers located ir
the United States. We estimate that less than 28tirofonsolidated revenue is derived from providiglgcommunications and data hosting
services outside the United States.

Operations
Segment:

Since acquiring Qwest and Savvis in 2014 have reorganized our operations and associgtedtirey segments on three occasions,
including in 2012 and early 2013.

During the second quarter of 2012, in otdanore effectively deploy the strategic assetpiied from Qwest and Savvis and to better
serve our business and government customers, ematly restructured our business into the follaywiperating segments:

. Regional marketsConsists primarily of providing strategic and leg@roducts and services to residential consunséate and
local governments, small to medium-sized busineasdsnterprise customers that in each case attbmainly within one of
our six regions. Our strategic products and sesvifered to these customers include our private, Ibroadband, MPLS,
hosting, video services and wireless services.l€gacy services offered to these customers comsisarily of local and long-
distance service;

. Wholesale marketsConsists primarily of providing strategic and legaroducts and services to other domestic andnat®na
communications providers. Our strategic productsservices offered to these customers are mainraterline (including
special access) and MPLS. Our legacy serviceseaffer these customers include UNEs which allowwdwslesale customers
the use of our network or a combination of our reeknand their own networks to provide voice andadadrvices to their
customers, long-distance and switched access ssrvic

. Enterprise markets—networlConsists primarily of providing strategic and legaetwork communications products and
services to national and international enterprisg government customers. Our strategic productsandces offered to these
customers include our private line, broadband, MBh8 hosting services. Our legacy services offeyébdese customers cons
primarily of local and long-distance services; and

. Enterprise markets—data hostinGonsists primarily of providing colocation, mandd®sting and cloud hosting services to
national and international enterprise and goverrrogstomers.

6




Table of Contents

The following table shows the compositidroar revenues by segment for 2012 and 2011 unglesegment categorization as of
December 31, 2012.

Years Ended December 31

2012 2011 Change

Percentage of revent

Regional market 54% 57% (3%)
Wholesale market 20% 22% (2%)
Enterprise marke—network 14% 13% 1%
Enterprise marke—data hostin¢ 6% 3% 3%
Other operating revenu 6% 5% 1%
Total 100% 100%

For additional information on our segmeatad including our 2010 segment results and inftionan certain centrally-managed assets
and expenses not reflected in our segment resagsNote 13—Segment Information to the consolidfitedhcial statements in Item 8 of this
report and "Management's Discussion and Analysisrdncial Condition and Results of Operationsitém 7 of this report.

On January 3, 2013, we announced a reargiaom of our operating segments. Beginning withfihst quarter of 2013, we will report the
following four segments in our consolidated finahatatements: consumer, business, wholesale aaddsting. For additional information on
this change, please see "Management's DiscussibArsadysis of Financial Condition and Results ofe@giions” in Item 7 of this report.

Products and Service

Our products and services include a vaétypoice, broadband, data, information technol@djy"), video and other communications
services. In 2011, we expanded our IT serviceadlude cloud hosting, managed hosting, colocatimhreetwork services.

We offer our customers the ability to bunttigether several products and services. For deamp offer integrated and unlimited local
and long-distance services. Our customers canbalsdle two or more services such as broadbandp\(ideluding DIRECTYV through our
strategic partnership), voice and Verizon Wirelgssough our strategic partnership) services. Wigbe our customers value the convenience
and price discounts associated with receiving plgltservices through a single company.

Most of our products and services are glediusing our telecommunications network, whichsgsia of voice and data switches, copper

cables, fiber-optic cables and other equipment. @twork serves approximately 13.7 million accésss and forms a portion of the public
switched telephone network, or PSTN.

Described below are our key products amdes.

Strategic Services

Our customers use our strategic servicesdtess the Internet, connect to private netwanksti@nsmit data. We also provide value-addet
services and integrated solutions that make comeatinohs more secure, reliable and efficient for austomers. We focus our marketing and
sales efforts on these services:

. Private line. Private line (including special access) is a dio&cuit or channel specifically dedicated for fhepose of directly
connecting two or more sites. Private line offers a
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high-speed, secure solution for frequent transmissf large amounts of data between sites. Wepalsade private line
transmission services to wireless service provitteasuse our fiber-optic cables connected to tioswers, commonly referred to
as fiber to the tower or wireless backhaul seryitesupport their next generation wireless netwprk

. Broadband. Our broadband services allow customers to cortodbte Internet through their existing telephomedi and fiber-
optic cables at high speeds. Substantially alluwwflwoadband subscribers are located within owallservice area;

. MPLS. Multi-Protocol Label Switching is standards-apprd\data networking technology, compatible with gxgs
asynchronous transfer mode, or ATM, and frame re&tyorks we provide to support real-time voice gitido. This
technology allows network operators flexibilitydivert and route traffic around link failures, ca&stjon and bottlenecks;

. Managed HostingManaged hosting includes provision of centraliteéhfrastructure and a variety of managed services
including cloud and traditional computing, applioatmanagement, back-up, storage, and advancedegiucluding planning,
design, implementation and support services;

. Colocation. Colocation services enable our customers to irstail own IT equipment in our state-of-the autifities through
our centralized IT infrastructure;

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

. Video. Our video services include our facilities-basedkw, marketed as CenturyLink™ Prism™, which isenpum
entertainment service that allows our customersaith hundreds of television or cable channelsrandrd up to four shows on
one home digital video recorder. We also offerlfitdaligital television under an arrangement WittRECTV that allows us to
market, sell and bill for its services under itart name;

. VolIP. Voice over Internet Protocol, or VoIP, is a reéaté, two-way voice communication service (simikaour traditional
voice services) that originates over a broadbamhection and often terminates on the PSTN; and

. Wireless servicesOur wireless services are offered under an agameyngement with Verizon Wireless that allows usarket
sell and bill for its services under its brand naprémarily to customers who buy these servicegaasof a bundle with one or
more of our other products and services. This gearent allows us to sell the full complement ofi¥@n Wireless services.
Our current five-year arrangement with Verizon Wéss runs through 2015 and is terminable by ejtlaety thereafter.

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

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

For our wholesale customers, local calling servinekide primarily resale and UNEs, which allow edrolesale customers to
use our network or a combination of our network dredr own networks to provide voice and data s®wito their customers.
Local calling services also
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include network transport, billing services andesscto our network by other telecommunications idexg and wireless carrie
Local calling services provided to our wholesalstomers allow other telecommunications companiesbility to originate or
terminate telecommunications services on our né¢wor

. Long-distance.We offer our residential and business customensestic and international long-distance servicestaltdree
services. Our international long-distance servioekide voice calls that either terminate or orgg@with our customers in the
United States;

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

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

. Switched access servicedle provide various forms of switched access sesvio wireline and wireless service providers i@
use of our facilities to originate and terminateithinterstate and intrastate voice transmissions.

Data Integration

Data integration involves our sale of telaenunications equipment to customers for use on pinemises and related professional
services. These services include network managemnstellation and maintenance of telecommunicatiod data equipment and the building
of proprietary fiber-optic networks for our goverantal and other business customers.

Other Revenues

We also generate other operating revermoes fJniversal Service Fund ("USF") revenues andlsnges and the leasing and subleasir
space in our office buildings, warehouses and giheperties. The majority of our real estate pripsrare located in our local service area.

Additional Information

During 2008, we paid an aggregate of apprately $149 million for 69 licenses in the FCQieton of 700 megahertz wireless spectr
During the second quarter of 2012, we committeal pdan to sell our Advanced Wireless Services AcBland 700 MHz wireless spectrum in
the A, B, and C Blocks, which in the aggregate &&asis of $154 million. We sold $58 million of amireless spectrum assets during the
fourth quarter of 2012, and we sold another $43anilof our wireless spectrum assets in JanuarB2Bilthe aggregate, these transactions
resulted in a gain of $32 million. We expect toateagreements with various other purchasers foreimaining spectrum, and the
consummation of which will be subject to regulatapproval.

From time to time, we also make investméntsther communications companies.

For further information on regulatory, tactogical and competitive changes that could impactrevenues, see "Regulation” and
"Competition" under this Item 1 below and "Risk teas" under Iltem 1A below. For more informationtbe financial contributions of our
various services, see "Management's Discussioiaatysis of Financial Condition and Results of Ggiems" in Item 7 of this report.

Patents, Trade Names, Trademarks and Copyrights

Either directly or through our subsidiarie® have rights in various patents, trade namadeimarks, copyrights and other intellectual
property necessary to conduct our business, suahras
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CenturyLink™ and Prism™ brand names. Our servifeEnase the intellectual property of others, idahg licensed software. We also
occasionally license our intellectual property thess.

Sales and Marketing

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

We conduct most of our operations undembttamd name "CenturyLink." Our satellite televisgsrvice is offered on a co-branded basis
under the "DIRECTV" name. Our switched digital téston service offering is branded under the naPrsin™." The wireless service that we
offer under our agency agreement with Verizon Véelis marketed under the "Verizon Wireless" braarde. Currently, certain data hosting,
IT and other services furnished through our Sawpisrations are marketed under the "SAVVIS" or "ssdivect” brand names.

Our approach to our regional markets' exgid| customers emphasizes customer-oriented, safgketing and service with a local
presence. We market our products and services plyntiarough direct sales representatives, inbocaticenters, local retail stores,
telemarketing and third parties. We support outrithistion with direct mail, bill inserts, newspapstvertising, website promotions, public
relations activities and sponsorship of communigrgs and sports venues.

Our approach to our regional markets' lesgrand government customers includes a commitimeeliver communications products and
services that meet existing and future businesgsough bundles of services and integrated awfferings. Our focus is to be a
comprehensive communications solution for our swidite, mid-sized and select enterprise businaeslsgpvernment customers.

Our approach to our wholesale markets'oznsts includes a commitment to deliver communicatisolutions that meet existing and
future needs of national network telecommunicatismeviders through bandwidth growth and qualitysefvices.

Our approach to our enterprise market—ngtwastomers includes a commitment to deliver neétvwoducts and services that meet
existing and future customer needs by offeringgiavine, broadband, MPLS and hosting servicesngidas local and long-distance services.

Our enterprise market—data hosting opematidilize a solution-based selling approach. Bykivg directly with potential and existing
clients, we are able to understand our client&hifastructure and long-term goals. We also mattketugh indirect channels, including
collaborations with existing clients and technolgggviders, telecommunications companies and systggrators.

Network Architecture

Most of our products and services are glediusing our telecommunications network, whichsgsia of voice and data switches, copper
cables, fiber-optic cables and other equipment.l@zal exchange carrier networks also include edwuiifices and remote sites, all with
advanced digital switches and operating with lieehsoftware. Our fiber-optic cable is the primaansport technology between our central
offices and interconnection points with other indemt carriers. As of December 31, 2012, we maiathver 1.03 million miles of copper
plant and approximately 157 thousand miles of fiyatic plant in our local exchange networks. We aisintain separate networks in
connection with providing fiber transport and CLE€vices.

Most of our long distance service is preddhrough reselling arrangements with other lastadce carriers, with the balance being
provided directly through CenturyLink's own switshend
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network equipment. All of our satellite televisiand wireless voice service is provided by otheriees under agency agreements.

We continue to enhance and expand our mktiypdeploying broadband-enabled technologiesdwige additional capacity to our
customers. Rapid and significant changes in tecgyohre expected to continue in the telecommuninatindustry. Our future success will
depend, in part, on our ability to anticipate add to changes in customer demands and techndloggrticular, we anticipate that continued
increases in broadband usage by our customersagilire us to make significant capital expenditdoeisicrease network capacity or to
implement network management practices to alleviatevork capacity shortages, either of which caddersely impact our results of
operation and financial condition. For additiong#brmation, see "Risk Factors", generally, in Ité&of this report, and, in particular, "Risk
Factors—Risks Affecting Our Business—Increases@atthand usage may cause network capacity limisti@sulting in service disruptions,
reduced capacity or slower transmission speedsuiocustomers.”

For more information, see Item 2 of thiga.
Regulation

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

Historically, incumbent local exchange s ("ILECs") operated as regulated monopoliesitathe exclusive right and responsibility
provide local telephone services in their francthiservice territories. As we discuss in greateaitibelow, passage of the Telecommunication:
Act of 1996, coupled with state legislative andulegpry initiatives and technological change, fuméatally altered the telephone industry by
generally reducing the regulation of ILECs and tingaa substantial increase in the number of coitgret We are considered an ILEC. The
following description discusses some of the majdustry regulations that affect our traditionaéf#one operations, but numerous other
regulations not discussed below could also impacBome legislation and regulations are currehtysubject of judicial, legislative and
administrative proceedings which could substantigiiange the manner in which the telecommunicatiothsstry operates and the amount of
revenues we receive for our services. Neither theame of these proceedings, nor their potentighich on us, can be predicted at this time.
For additional information, see Item 1A of this aahreport below.

State Regulatior

In recent years, most states have subalignteduced their regulation of ILECs. Nonethe)esate regulatory commissions generally
continue to regulate local service rates, intrastacess charges, state universal service fundis @&othe cases service quality, as they coni
to grant and revoke certifications authorizing camigs to provide communications services. Statenuigsions traditionally regulated pricing
through "rate of return” regulation that focusedamthorized levels of earnings by ILECs. Seveiakst continue to regulate us in this manner.
In most of our states, we are generally regulatetbuvarious forms of alternative regulation tlygically limit our ability to increase rates for
basic local voice service, but relieve us fromrémguirement to meet certain earnings tests. In a
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few states, we have recently gained pricing freeftumthe majority of retail services except for thest basic of services, such as stand-alone
basic residential voice service. In most of théestan which we operate, we have gained pricingjifiéty for certain enhanced calling servici
such as caller identification and for bundled sesgithat also include local voice service. Staternssions periodically conduct proceeding
review the rates that we charge other telecommtiaitaproviders for using our network or for resgllour service pursuant to the
Telecommunications Act of 1996.

We are currently responding to carrier ctaimps, legislation or generic investigations reljag our intrastate switched access rates in
several of our states. In particular, certain loligfance providers have disputed existing inteifeacompensation rates payable to us and othe
ILECs with respect to VolP traffic or refused toymccess charges, based on the contention thifédasivitched access charges should not
apply to VolP traffic. On October 27, 2011, the F&dbpted an order comprehensively reforming fedatatcarrier compensation and
universal service policies and rules, as discufigtider below under the heading "Federal Reguldtidmong other things, this order
preempted state regulatory commissions' jurisdictieer all terminating access charges, includitigasitate access charges that have
historically been subject to exclusive state judgsdn. Furthermore, the FCC decreed that, on ageotive basis, intercarrier compensation
rates for VolIP traffic will be established at irdiate access rates in the event intrastate switttegbs rates exceed interstate rates.

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

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

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

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

Federal Regulation

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

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

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

In recent years, our operations and thés¢her telecommunications carriers have been éuritmpacted by legislation and regulation
imposing additional obligations on us, particulasligh regards to providing broadband service, leoisty homeland security, increasing dise
recovery requirements, minimizing environmental aogs and enhancing privacy. These laws includ€tramunications Assistance for Law
Enforcement Act, and laws governing local telephoumber portability and customer proprietary netwiaformation requirements. These
laws and regulations may cause us to incur additionsts and could impact our ability to compefedaively.

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

Universal Service Fund and Other Related Matters

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

The American Recovery and ReinvestmentoA@009 (the "Recovery Act") includes certain bribadd initiatives that are intended to
accelerate broadband deployment across the UniteedsSThe Recovery Act approved $7.2 billion indimg for broadband stimulus projects
across the United States to be administered bygtwernmental agencies. The programs provide geamttdoans to applicants for construction
of certain broadband infrastructure, provision eftain broadband services, and support of certaiadband adoption initiatives. This program
has attracted a wide range of applicants includtates, municipalities, staup companies and consortiums. The participatiostioér parties i
these programs has increased competition in sdlacéas, which may increase our marketing costslaadkase our revenues in those areas.
This trend may intensify if program participatiocieases.

On October 27, 2011, the FCC adopted then€ct America and Intercarrier Compensation Reforder (“CAF order"), intended to
reform the existing regulatory regime to recogrimgoing shifts to new technologies, including VadiRd gradually re-direct universal service
funding to foster
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nationwide broadband coverage. This initial rulprgvides for a multi-year transition over the ndg&tade as terminating intercarrier
compensation charges are reduced, universal sdanding is explicitly targeted to broadband deph@nt, and line charges paid by end user
customers are gradually increased. We anticipatietifese changes will substantially increase tloe pareductions in the amount of switched
access revenues in our wholesale segment, whigirngeopportunities for increases in federal US# @atail revenue streams.

On December 29, 2011, the CAF order wetat éffect. At the same time, numerous parties figaktition for reconsideration with the
FCC seeking numerous revisions to the order. Inaan2012, we joined more than two dozen partiehadlenging certain aspects of the ol
by filing a separate appeal that is expected thdaed by the United States Tenth Circuit Court pp@als in late 2013. Future judicial
challenges to the CAF order are possible, whichdcalter or delay the FCC's proposed changes. ditiad, based on the outcome of the FCC
proceedings, various state commissions may consfderges to their universal service funds or itditasaccess rates. Moreover, rulemaking
designed to implement the order is not completd,smveral FCC proceedings relating to the ordeaimemending. For these and other reason:
we cannot predict the ultimate impact of these @edings at this time.

On January 31, 2012, the FCC adopted agr onddernizing the program that provides assistemgealifying low-income individuals for
local voice service. These changes also affea-sgatcific programs that provide assistance toifgirad individuals. The impact of these
changes on us and our low-income customers carnga&ntified at this time, but we may face incrdasmgministrative costs, additional audit
requirements and potential customer disconnectsresresult of this FCC order and its implementatio

We received approximately $543 million, 85tillion and $431 million of revenue from fedeeadd state universal service programs for
the years ended December 31, 2012, 2011 and 2€dfkatively. Such amounts represented approximai@dp, 3.3% and 6.1% of our 2012,
2011 and 2010 total operating revenues, respegtivel

Other Regulations

Certain of our telecommunications and detsting services conducted in foreign countriesoam@ay become subject to various foreign
laws, including those regulating the protection egténtion of data.

Competition
General

We compete in a rapidly evolving and higbbmpetitive market and we expect intense compatitb continue. We compete with cable
and satellite companies, wireless providers, natitslecommunications providers (such as AT&T, laed Verizon Communications Inc.) and
a variety of other competitors. Technological adem regulatory and legislative changes have isegeapportunities for alternative
communications service providers, which in turnédhacreased competitive pressures on our busifiegse alternate providers often face
fewer regulations and have lower cost structuras the do. In addition, the telecommunications imgusas experienced substantial
consolidation over the past decade and some af@upetitors in one or more lines of our businessganerally larger, have stronger brand
names, have more financial and business resouncklsaave broader service offerings than we currettly

Over the past decade, fundamental techigahgegulatory and legislative changes have figantly impacted the communications
industry, and we expect these changes will contiRuaienarily as a result of regulatory and technaabchanges, competition has been
introduced and
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encouraged in each sector of the communicationssingin recent years. As a result, we increasifgtg competition from other
communication service providers, as further describelow.

Wireless telephone services increasinghstitute a significant source of competition witlr &_EC services. As a result, some customer
have chosen to completely forego use of traditioviedline phone service and instead rely solelyvmineless service for voice services. We
anticipate this trend will continue, particularfywireless service providers continue to expand tta@verage areas, reduce their rates, improve
the quality of their services and offer enhanced gservices. Substantially all of our access lingtamers are currently capable of receiving
wireless services from at least one competitiveisemrovider. Technological and regulatory develepts in wireless services, personal
communications services, digital microwave, sdtellioaxial cable, fiber-optics, local multipoinstiibution services, WiFi, and other wired
and wireless technologies are expected to furteemip the development of alternatives to traditidaadline services. Moreover, the growing
prevalence of electronic mail, text messaging,aogttworking and similar digital communicationstioues to reduce the demand for
traditional landline voice services.

The Telecommunications Act of 1996, whithigates ILECs to permit competitors to intercortribeir facilities to the ILEC's network
and to take various other steps that are designptbmote competition, imposes several duties ol B if it receives a specific request from
another entity which seeks to connect with or pte\dervices using the ILEC's network. In additeach ILEC is obligated to (i) negotiate
interconnection agreements in good faith, (ii) pdevnondiscriminatory "unbundled" access to alle@$p of the ILEC's network, (iii) offer
resale of its telecommunications services at wiatdesates and (iv) permit competitors, on terms@atitions (including rates) that are just,
reasonable and nondiscriminatory, to colocate thiepsical plant on the ILEC's property, or provideeual colocation if physical colocation is
not practicable. Current FCC rules require ILECktse a network element only in those situationeres competing carriers genuinely would
be impaired without access to such network elemants$ where the unbundling would not interfere tfith development of facilities-based
competition.

As a result of these regulatory, consumeértachnological developments, ILECs also face aitipn from competitive local exchange
carriers, or CLECs, particularly in densely popethareas. CLECs provide competing services throesglling the ILECs' local services,
through use of the ILECs' unbundled network elesmenthrough their own facilities.

Technological developments have led tadinelopment of new services that compete with ticamhl ILEC services. Technological
improvements have enabled cable television compdaiprovide traditional circuit-switched telephaeevice over their cable networks, and
several national cable companies have aggresgivesued this opportunity. Similarly, companies pdawg VolP services provide voice
communication services over the Internet which cetapvith our traditional telephone service andaun VolP services.

Similar to us, many cable, technology dreotcommunications companies that previously offerdimited range of services are now
offering diversified bundles of services, eithawotigh their own networks, reselling arrangementgiot ventures. As such, a growing number
of companies are competing to serve the commubitaitieeds of the same customer base. Such astiwitlecontinue to place downward
pressure on the demand for our access lines angtitiieg of our services.

As both consumers and business customemsasingly demand high-speed connections for emenent, communications and
productivity, we expect the demands on our netwatkcontinue to increase over the next severakye@o succeed, we and other network-
based providers must ensure that our networks eliwed services that meet these increasing bantweatjuirements. We plan to continue to
invest in our network to be able to meet this fatdemand. In addition, network reliability and s#guare increasingly important competitive
factors in the enterprise business.
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In addition to facing direct competitiomiin those providers described above, ILECs incrghsface competition from alternate
communication systems constructed by long distaaceers, large customers or alternative accesdorenThese systems are capable of
originating or terminating calls without use of th&Cs' networks or switching services. Other ptigdrsources of competition include non-
carrier systems that are capable of bypassing ILIBCal networks, either partially or completelgrdugh various means, including the
provision of special access or independent switghrvices and the concentration of telecommurminatiraffic on a few of the ILECs' access
lines. We anticipate that all these trends willtoaure and lead to decreased use of our networks.

Additional information about competitiveggsures is located (i) under the heading "RiskdfaetRisks Affecting Our Business" in
Item 1A of this report and (i) in the discussionmediately below, which contains more specific infation on how these trends in
competition have impacted our segments.

Regional Markets
Strategic Services

With respect to our strategic services, petition is based on price, bandwidth, servicepmtions and bundled offerings. Wireless
carriers' fourth generation, or 4G, services dmwéihg them to more directly compete with our st services. In reselling DIRECTV video
services, we compete primarily with cable and otfagellite companies as well as other sales agewtsesellers. We also compete with
interexchange carriers and other broadband sepvamaders. Our Prism™ residential video serviceefasubstantial competition from a variety
of competitors, including wekstablished cable companies and companies thaedebntent over the Internet and on mobile devatdstle or
no cost to their customers. Many of our competiforghese strategic services are not subjectds#me regulatory requirements as we are
therefore they are able to avoid significant retpriacosts and obligations

Our strategy is based on pricing, packagingervices and features, quality of service aegting customer care needs and on mainta
our focus on increasing the subscribers of ourdivaad services. In order to remain competitive baleve continually increasing connection
speeds is important. As a result, we continueweshin our network, which allows for the delivarfyhigher speed broadband services. While
traditional ATM-based broadband services are dexjirthey have been more than offset by growthliarfbased broadband services. We als
continue to expand our product offerings includiaglities-based video services and enhance ouketiag efforts as we compete in a
maturing market in which a significant portion @ihsumers already have broadband services.

Legacy Services

Although our status as an ILEC continuegrtavide us advantages in providing local servinesur local service area, as noted above we
increasingly face significant competition as arré@asing number of consumers are willing to suldstitable, wireless and electronic
communications for traditional voice telecommurnimas services. This has led to an increase in tineber and type of competitors within our
industry and a decrease in our market share. Asudtrof this product substitution, we face greamnpetition in providing local and long
distance services from wireless providers, reseled sales agents (including ourselves), socidlartests and broadband service providers,
including cable companies. We also continue to atmpith traditional telecommunications providexsgh as national carriers, smaller
regional providers, CLECs and independent telepltongpanies.

Our strategy to reduce access line lobased primarily on our pricing, packaging of seegiand features, quality of service and meeting
customer care needs. While bundle price discounts h
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resulted in lower average revenues for our indiaidiervices, we believe service bundles continymsitively impact our customer retention.
In addition to our bundle discounts, we also offf@ited time promotions on our broadband servigepimspective customers who want our
broadband service in their bundle, which furtheisaiur ability to attract and retain customers iaetkase usage of our services.

Data Integration

In providing data integration to our custys) we compete primarily with large integratogjipment providers and national
telecommunication providers. Competition is basegackage offerings and as such we focus on pruyittiese customers individualized and
customizable packages. Our strategy is to provigtedata integration through packages that inclutiercstrategic and legacy services. As s
in providing data integration we often face manyh& same competitive pressures as we face ingingvstrategic and legacy services, as
discussed above.

Wholesale Markets
Strategic Services

In providing private line (including spekcaccess) services to our wholesale markets cusgyiwe compete with large cable companie
well as other regional and national carriers, offtiiar providers and CLECs. Demand for our priViate services continues to increase, despit
our customers' optimization of their networks, istly consolidation and technological migration. Whiie expect that these factors will
continue to impact our wholesale markets segmeatelieve the growth in fibdrased special access provided to wireless cafdelsmckhau
will, over time, ultimately offset the decline iogper-based special access provided to wirelesigrsaas they migrate to Ethernet services,
although the timing and magnitude of this technmalgmigration is uncertain.

Legacy Services

The provision of our legacy services toeotbommunications providers is highly competitigad has been and will continue to be
adversely affected by product substitution, tecbgiglal migration, industry consolidation and raductions. We face significant competition
for access services from CLECSs, cable companissl|lees and wireless service providers as welbasesof our own wholesale markets
customers, which are deploying their own netwodkprbvide customers with local services. By doiagteese competitors reduce traffic on
our network. In addition, our long-distance revenaentinue to decline as a result of customer ri@rao more technologically advanced
services, price compression, and declining demanttdditional voice services.

Enterprise Market—Network
Strategic Services

Our competitors for integrated data, Inégrvoice services and other IT services range frodisized businesses to large enterprises. Dt
to the size and capacity of some of these compathieg may be able to offer more inexpensive soh#ito our customers. To compete, we
focus on providing complex, secure and performatdrogen services to our business customers througlglobal infrastructure. Our network
services continue to see pricing pressures onaligtivate network and bandwidth services offseirtzyeases in network services that suppor
our colocation and managed hosting service offsri@ur keys to growth include targeting the righdnts, offering targeted business solutions
to solve specific client needs and delivering colfimmeand comprehensive technical capabilities.
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Legacy Services

We face intense competition with respeaiuplegacy services and continue to see customigirsiting away from these services and into
strategic services. In addition, our legacy sewvievenues have been, and we expect they willmaoatio be, adversely affected by access line
losses and price competition.

Data Integration

We expect data integration to continuduottiate from quarter to quarter as this offerieigds to be more sensitive than others to chang
in the economy and in spending trends of our fddgraernment customers. In addition, changes tacoorpensation programs, which focus
higher margin strategic services, could negativalyact data integration revenues.

Enterprise Market—Data Hosting
Strategic Services

Our competitors for hosting, colocation axlder IT services include telecommunications comgrs hardware manufacturers and system
integrators that support the in-house IT operatfons: business or offer outsourcing solutions. Buthe size and capacity of some of these
companies, they may be able to offer more inexpersilutions to our customers. To compete, we focugroviding complex, secure and
performance-driven services to our business cus®theough our global infrastructure on the sameseoutlined under the heading
"Business—Enterprise Markets—Network—Strategic ®es’ in Item | of this report.

For our colocation services, we continusde pricing pressures with respect to these sas low-cost wholesale colocation providers
continue to enter our market, and we expect thisdto continue. Our services can be purchasedidhgilly or as part of a total outsourcing
arrangement.

Environmental Compliance

Several decades ago one of our subsidiadgsired entities that may have owned or opersgedn former "manufactured gas" plant sites
that may require environmental remediation. Frametio time we may incur other environmental conmuléaand remediation expenses, mg
resulting from the ownership of other prior indigtsites or the operation of vehicle fleets or powupplies for our communications
equipment. Although we cannot assess with certdivgympact of any future compliance and remediatibligations or provide you with any
assurances regarding the ultimate impact theremfjanot believe that future environmental commiéaand remediation expenditures will
have a material adverse effect on our financiatlt@m or results of operations.

Seasonality

Overall, our business is not significanthpacted by seasonality. From time to time weathkated problems have resulted in increased
costs to repair our network and respond to sewadls in some of our markets. The amount and tinoiipese costs are subject to the weathel
patterns of any given year, but have generally légimest during the third quarter and have beeatadlto damage from severe storms,
including hurricanes, tropical storms and tornadoasur markets along the lower Atlantic and Gudlfvexico coastlines.

Employees

At December 31, 2012, we had approximaa@l)00 employees, of which approximately 18,000naeenbers of either the International
Brotherhood of Electrical Workers ("IBEW") or the@munications Workers of America ("CWA"). Approxitely 12,000 of these employees
are subject
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to collective bargaining agreements that expiretber 6, 2012. We are currently negotiating themteof new agreements. In the meantime,
the predecessor agreements have been extendettheamtions have agreed to provide at least twesy4iour advance notice before
terminating those predecessor agreements. Seésthession of risks relating to our labor relatiam$Risk Factors—Risks Affecting Our
Business" in Item 1A of this report.

Over the past several years, we have redogeworkforce primarily due to (i) integratiorfafts from our recent acquisitions;
(ii) increased competitive pressures; and (iii) lttes of access lines.

Website Access and Important Investor Information

Our website imww.centurylink.comThe information contained on, or that may be ssed through, our website is not part of this ahnui:
report. You may obtain free electronic copies af aunual reports on Form 10-K, quarterly reports-orm 10-Q, current reports on Form 8-K
and all amendments to those reports in the "Invédtations” section of our websitér.centurylink.com) under the heading "SEC Filings."
These reports are available on our website as @®oeasonably practicable after we electronicébytfiem with the Securities and Exchange
Commission, or SEC.

We have adopted written codes of conduwatdbrve as the code of ethics applicable to gecttirs, officers and employees, including ou
principal executive officer and senior financialioérs, in accordance with applicable laws andsyimmulgated by the SEC and the New \
Stock Exchange. In the event that we make any @safaher than by a technical, administrative or-sobstantive amendment) to, or provide
any waivers from, the provisions of our code ofawct applicable to our directors or executive @&ifs; we intend to disclose these events on
our website or in a report on Form 8-K filed witletSEC. These codes of conduct, as well as copms guidelines on significant governance
issues and the charters of our audit committee pemisation committee, nominating and corporate g@rere committee and risk evaluation
committee, are also available in the "Corporateésoance" section of our websitevatw.centurylink.com/Pages/AboutUs/Governamoceh
print to any shareholder who requests them by sgraliwritten request to our Corporate SecretaGeaturyLink, Inc., 100 CenturyLink
Drive, Monroe, Louisiana, 71203.

Investors may also read and copy any nasdfiled with the SEC at the SEC's Public RefeeeRoom at 100 F Street, N.E., Washington,
D.C. 20549. For information on the operation of Bblic Reference Room, you are encouraged tdtealBEC at 1-800-SEC-0330. For all of
our electronic filings, the SEC maintains a webatteww.sec.gothat contains reports, proxy and information statets and other informatic
regarding issuers that file electronically with BEC.

In connection with filing this annual repasur chief executive officer and chief financiicer made the certifications regarding our
financial disclosures required under the SarbandeyQAct of 2002, and its related regulations. thliéion, during 2012, our chief executive
officer certified to the New York Stock Exchangatihe was unaware of any violations by us of thesNerk Stock Exchange's corporate
governance listing standards.

Special Note Regarding Forward-Looking Statementsral Related Matters

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

. statements concerning the benefits that we expdlatesult from our business activities and certa@ansactions we have
completed, such as increased revenue and decregsiéal or operating expenditures;
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. statements about our anticipated future operatigfimancial performance, financial position arglidity, tax position,
contingent liabilities, growth opportunities anebgth rates, acquisition and divestiture opportesitibusiness prospects,
regulatory and competitive outlook, investment ardenditure plans, investment results, financiterahtives and sources and
pricing plans; and

. other similar statements of our expectations, flfature plans and strategies, anticipated dgvetnts and other matters that
are not historical facts, many of which are highted by words such as "may," "would,” "could,” "slh" "plan,” "believes,"
"expects,” "anticipates,” "estimates," "projectiitends,” "likely," "seeks," "hopes," or variati®or similar expressions.

These forward-looking statements are bagped our judgment and assumptions as of the datestatements are made concerning futur:
developments and events, many of which are beyandantrol. These forward-looking statements, dredassumptions upon which they are
based, are inherently speculative and are suljechumber of risks and uncertainties. Actual evant results may differ materially from
those anticipated, estimated, projected or imgheds in those statements if one or more of thisks or uncertainties materialize, or if our
underlying assumptions prove incorrect. Factorsdbald affect actual results include but are irotted to:

. the timing, success and overall effects of caitipa from a wide variety of competitive providers
. the risks inherent in rapid technological change
. the effects of ongoing changes in the regulatiothefcommunications industry, including the outcamneegulatory or judicial

proceedings relating to intercarrier compensati@eess charges, universal service, broadband deptdyand net neutrality;
. our ability to successfully negotiate collectivadrining agreements on reasonable terms without stoippages;

. our ability to effectively adjust to changes in temmunications industry and changes in the contipasf our markets and
product mix caused by our recent acquisitions;

. our ability to successfully integrate recentbgaired operations into our incumbent operatiomsluiding the possibility that the
anticipated benefits from our recent acquisitioasrot be fully realized in a timely manner or &t@l that integrating the
acquired operations will be more difficult, disriyet or costly than anticipated,;

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

increased demands for high-speed broadband service;

. our ability to successfully introduce new prodacservice offerings on a timely and cost-effeetbasis;
. our continued access to credit markets on fdlereerms;

. our ability to collect our receivables from finaalty troubled communications companies;

. any adverse developments in legal or regulatorge®dings involving us;
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. our ability to continue to pay common share dividiein accordance with past practices, which magffexted by changes in
our cash requirements, capital spending plans, ft@sk or financial position;

. unanticipated increases or other changes in ourduwtash requirements, whether caused by unangdifrcreases in capital
expenditures, increases in pension funding requrgsnor otherwise;

. the effects of adverse weather;

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

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

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

These risk factors should be considerembimection with any written or oral forward-lookistatements that we or persons acting on ou
behalf may issue. Anticipated events may not oaecr our actual results or performance may diffetenmaly from those anticipated, estima
or projected if one or more of these risks or utaisties materialize, or if underlying assumptipnsve incorrect. Additional risks that we
currently deem immaterial or that are not presekigwn to us could also cause our actual resultsfter materially from our expected results.
Given these uncertainties, we caution investorssmanduly rely on our forward-looking statemem#e undertake no obligation to update or
revise any forward-looking statements for any reasdnether as a result of new information, futurergs or developments, changed
circumstances, or otherwise. Further, the inforama#ibout our intentions contained in this docunieatstatement of our intentions as of the
date of this document and is based upon, among titings, the existing regulatory environment, isisly conditions, market conditions and
prices, the economy in general and our assumpéisrg such date. We may change our intentions)atiae and without notice, based upon
any changes in such factors, in our assumptioatharwise.

Investors should also be aware that whiedw, at various times, communicate with secur#ialysts, it is against our policy to disclose
to them selectively any material non-public infotioa or other confidential information. Accordingiyvestors should not assume that we
agree with any statement or report issued by alystrierespective of the content of the statemeneport. To the extent that reports issued by
securities analysts contain any projections, fa@tscar opinions, such reports are not our respiitgib

Unless otherwise indicated, informationtedmed in this report and other documents filedibyinder the federal securities laws
concerning our views and expectations regardingdimemunications industry are based on estimate® adis using data from industry
sources, and on assumptions made by us based omaoagement's knowledge and experience in the tsarkeshich we operate and the
communications industry generally. You should bam@athat we have not independently verified daienfindustry or other thirgharty source
and cannot guarantee its accuracy or complete@essestimates and assumptions involve risks andrtaiaties and are subject to change
based on various factors, including those discubsémiv in Item 1A of this report.

ITEM 1A. RISK FACTORS

Any of the following risks could material4dnd adversely affect our business, financial domiresults of operations, liquidity or
prospects. The risks described below are not theraks facing us.
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Please be aware that additional risks and uncégainot currently known to us or that we curreiem to be immaterial could also materi
and adversely affect our business operations.

Risks Affecting Our Business

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

We compete in a rapidly evolving and higbdympetitive market, and we expect competitiondistinue to intensify. In addition to
competition from larger national telecommunicatipngviders, we are facing increasing competitiamfra variety of other sources, including
cable and satellite companies, wireless providemadband companies, resellers, sales agents aifitiefs-based providers using their own
networks as well as those leasing parts of our oxtwn addition, regulatory developments over plast several years have generally increase
competitive pressures on our business. Due to siitieese and other factors, we continue to losesxctines.

Some of our current and potential compedifg offer a more comprehensive range of commativoas products and services, (ii) have
market presence, engineering and technical capabjland financial and other resources greater ¢hias, (iii) own larger or more diverse
networks with greater transmission capacity or o#tvantages, (iv) conduct operations or raisetabai a lower cost than us, (v) are subjet
less regulation, (vi) offer greater online contentvii) have substantially stronger brand namems@quently, these competitors may be bette
equipped to provide more attractive offerings,arge lower prices for their products and servitesievelop and expand their
communications and network infrastructures moreldyj to adapt more swiftly to new or emerging teslogies and changes in customer
requirements, and to devote greater resource®tmérketing and sale of their products and services

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

We are continually taking steps to respmnthese competitive pressures, but these effaasmot be successful. Our operating results
financial condition would be adversely affectethése initiatives are unsuccessful or insufficeemd if we otherwise are unable to sufficiently
stem or offset our continuing access line losséscam revenue declines significantly without copmsding cost reductions. If this occurred,
our ability to service debt and pay other obligasiovould also be adversely affected.

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

The communications industry is experiendaitgificant technological changes, many of whioh r@ducing demand for our traditional
voice services or are enabling our current custentgereduce or bypass use of our networks. Sinijl#lie information technology services
industry is experiencing rapid changes in techrielad-urther technological change could requireowexpend capital or other resources in
excess of currently contemplated levels, or toddige development or provision of products or sErwithat others can provide more efficiel
If we are not able to develop new products andiseswto keep pace with technological advanced,tbose products and services are not
widely accepted by customers, our ability to corapmtuld be adversely affected and our market stk decline. Any inability to effective
respond to changes in technology and markets could
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also adversely affect our operating results anahfimal condition, as well as our ability to servitebt and pay other obligations.

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

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

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

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

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

. an increased focus on serving a broader rangesihess, governmental and wholesale customers;

. greater use of service bundles; and

. acquisitions to increase our scale and stremgblae product offerings, including new products aedvices provided by our

Savvis operations.

However, some of these strategic servieeeate lower profit margins than our traditiorexivices, and some can be expected to
experience slowing growth as increasing numbemiogxisting or potential customers subscribe éz¢hnewer products. Moreover, we car
assure you that the revenues generated from oupfierings will offset revenue losses associatedifreduced sales of our legacy products.
Similarly, we cannot assure you that our new serwierings will be as successful as anticipatedhat we will be able to continue to grow
through acquisitions. In addition, our reliancethbind parties to provide certain of these strategic/ices could constrain our flexibility, as
described further below.

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

Over 38% of our employees are members Béus bargaining units represented by the CommtioitstWorkers of America and the
International Brotherhood of Electrical Workers.pkpximately 12,000, or 26%, of our employees atgesti to collective bargaining
agreements that expired October 6, 2012. We arertly negotiating the terms of new agreementshénmeantime, the predecessor
agreements have been extended, and the applicaiblesthave agreed to provide us with at least tyvémir hour advance notice before
terminating those predecessor agreements.

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

The above-described changes in our indimgtwe placed a higher premium on marketing, tecuicdl, engineering and provisioning
skills. Our recent acquisitions also significardyanged the composition of our markets and proehixct Our future success depends, in part,
on our ability to retrain our staff to acquire tremgthen skills necessary to address these chaaggswhere necessary, to attract and retain
new personnel that possess these skills.

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

Unfavorable general economic conditionsluding the unstable economy and credit marketidcoagatively affect our business.
Worldwide economic growth has been sluggish siri@2and many experts believe that a confluendaaddrs in the United States, Europe,
Asia and developing countries may result in a prgéa period of economic downturn, slow growth aremmic uncertainty. While it is
difficult to predict the ultimate impact of thesergeral economic conditions, they could adversdigcathe affordability of and consumer
demand for some of our products and services aunld cause customers to shift to lower priced préglaad services or to delay or forgo
purchases of our products and services. Thesetammlimpact, in particular, our ability to selsdretionary products or services to business
customers that are under pressure to reduce aostgjovernmental customers that have sufferechtdmedget cuts. Any one or more of these
circumstances could cause our revenues to contieciaing. Also, our customers may encounter fim@rtardships or may not be able to
obtain adequate access to credit, which could heimpact their ability to make timely paymemgsus. In addition, as discussed further
below, unstable economic and credit markets magiyde us from refinancing maturing debt at terna tre as favorable as those from whict
we previously benefited, at terms that are accéptabus or at all. For these reasons, among qtlieh& current economic conditions persis
decline, this could adversely affect our operategults and financial condition, as well as outighio raise capital.

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

To be successful, we will need to contiptviding our customers with a high-capacity, feléaand secure network. We face the risk, as
does any company, of a security breach or sigmifidésruption of our IT infrastructure and relagdtems (including our billing systems). A
communications and IT company, we face an add&dh a security breach or other significant disien of our public networks or IT
infrastructure and related systems that we devéhsfall, operate and maintain for certain of ousibess and governmental customers could
lead to material interruptions or curtailments efvsce. Moreover, due to the nature of our custenaed services, we face a heightened risk
that a security breach or disruption could resulinauthorized access to our customers' proprietatciassified information on our public
networks or internal systems or the systems thatpegate and maintain for certain of our customers.

We make significant efforts to maintain #ezurity and integrity of these types of informaatand systems and maintain contingency [
in the event of security breaches or other systsnuptions. Nonetheless, we cannot assure yowtiradecurity efforts and measures will
prevent unauthorized access to our systems, logsspruction of data (including confidential cli@mtormation), account takeovers,
unavailability of service, computer viruses, maleyasr other forms of cyber attacks or similar egefhese threats may derive from human
error, fraud, malice or sabotage on the part ofleyges, third parties or other nations, or coukllefrom accidental technological failure.
Similar to other large telecommunications companigshave been subject to a variety of securitadiies and cyber attacks, although to date
none of these have resulted in a material advéfset®n our
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operating results or financial condition. We canasgure you, however, that future security breacheéssruptions would not be successful or
damaging, especially in light of the growing fregag and sophistication of cyber attacks and intmusi We may be unable to anticipate all
potential types of attacks or intrusions or to iempént adequate security barriers or other preveatateasures, and any resulting damages
could be material.

Additional risks to our network and infragtture include:

. power losses or physical damage, whether cangéice, adverse weather conditions, terrorismtheowise;
. capacity limitations;

. software and hardware defects or malfunctions;

. programming, processing and other human errat; a

. other disruptions that are beyond our control.

Network disruptions, security breaches atfietr significant failures of the above-describgstams could:

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

. result in the unauthorized access to, and desbrudtiss, theft, misappropriation or release oppeiary, confidential, sensitive
or otherwise valuable information of ours, our oasérs or our customers' end-users, including tsedeets, which others could
use for competitive, disruptive, destructive oresthise harmful purposes and outcomes;

. require significant management attention or finahe2sources to remedy the damages that resudtairainge our systems,
including expenses to repair systems, add new peet@r develop additional protective systems;

. subject us to claims for contract breach, damaggesits, fines, penalties, termination or otheredras, particularly with respect
to service standards set by state regulatory cosioms; or

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

Likewise, our ability to expand and update information technology infrastructure in respeno our growth and changing needs is
important to the continued implementation of ouvrgervice offering initiatives. Our inability to pand or upgrade our technology
infrastructure could have adverse consequenceshwlould include the delayed implementation of isewice offerings, increased acquisition
integration costs, service or billing interruptipasd the diversion of development resources.

Any or all of the foregoing developmentsiicbhave a negative impact on our results of opmraf financial condition and cash flows.

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

Video streaming services and peer-to-péesliaring applications use significantly more daitth than traditional Internet activity such
as web browsing and email. As utilization rates availability of these services continue to growr bigh-speed Internet customers may use
much more bandwidth than in the past. If this oscue could be required to make significant cagtgdenditures to increase network capacit
in order to avoid service disruptions, reduced capar slower
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transmission speeds for our customers. Alternatiweé could choose to implement network managemettices to reduce the network
capacity available to bandwidth-intensive actiatéuring certain times in market areas experiencorgyestion, which could negatively affect
our ability to retain and attract customers in eitfel markets. While we believe demand for theséces may drive high-speed Internet
customers to pay for faster broadband speeds, wentebe able to recover the costs of the necessgwyork investments. This could result in
an adverse impact to our operating margins, resfitperations and financial condition.

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

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

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

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

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

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

The telecommunications industry has expegd substantial consolidation over the last coapliecades, and some of our competitors
have combined with other telecommunications prawdeesulting in larger competitors that have grefihancial and business resources and
broader service offerings. Further consolidationldancrease competitive pressures, and could adiyeaffect our operating results and
financial condition, as well as our ability to sere/debt and pay other obligations.
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We have a significant amount of goodwill and othietangible assets on our balance sheet. If our godlti or other intangible assets become
impaired, we may be required to record a significarharge to earnings and reduce our stockholderguéy.

Under generally accepted accounting priesigntangible assets are tested for impairmergroannual basis or more frequently whens
events or circumstances indicate that its carryasge may not be recoverable. If our intangibleetssare determined to be impaired in the
future, we may be required to record a significaop-cash charge to earnings during the periodhiciwthe impairment is determined.

We cannot assure you that we will be able to con#rpaying dividends at the current rate.

Decisions on whether, when and in which ant®to make any future dividend distributions wéliinain at all times entirely at the
discretion of our Board of Directors, which resertiee right to change or terminate our dividendficas at any time and for any reason. Bi
on current circumstances, we plan to continue atmeat dividend practices. However, you should wara that these practices are reviewed
periodically and are subject to change for reasioatsmay include any of the following factors:

. we may not have enough cash to pay such dividemel$alchanges in our cash requirements, capitaldépg plans, stock
purchase plans, cash flows or financial position;

. the effects of regulatory reform, including any bes to intercarrier compensation, Universal Serffignd or special access
rules;

. our desire to maintain or improve the crediingd on our debt;

. the amount of dividends that we may distribotear shareholders is subject to restrictions uhdeisiana law and is limited by

restricted payment and leverage covenants in aditdiacilities and, potentially, the terms of dnyure indebtedness that we
may incur; and

. the amount of dividends that our subsidiaries niafridute to us is subject to restrictions impobgdstate law, restrictions that
have been or may be imposed by state regulatasrinection with obtaining necessary approvals forazquisitions, and
restrictions imposed by the terms of credit faeititapplicable to certain subsidiaries and, padéintithe terms of any future
indebtedness that these subsidiaries may incur.

Our Board of Directors is free to changswspend our dividend practices at any time. Ommon shareholders should be aware that
have no contractual or other legal right to dividen

Our current dividend practices could limit our alify to pursue growth opportunities, repurchase skaar retire debt.

The current practice of our Board of Dimgstto continue to pay common share dividends ao@@ance with past practices reflects an
intention to distribute to our shareholders a saft#l portion of our cash flow. As a result, weynmat retain a sufficient amount of cash to
apply to other transactions that could be benéfioiaur shareholders or debtholders, includinglstauybacks, debt prepayments or capital
expenditures that strengthen our business. Iniaddibur ability to pursue any material expansibour business through acquisitions or
increased capital spending will depend more thathirwise would on our ability to obtain third pafinancing. We cannot assure you that
such financing will be available to us at termd #& as favorable as those from which we prevjobshefited, at terms that are acceptable to
us or at all.
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We rely on a limited number of key suppliers, vemsidandlords and other third parties to operatemusiness, as well as a limited number
of financial institutions to fund our revolving crdit requirements.

We depend on a limited number of suppléerd vendors for equipment and services relatiraptanetwork infrastructure. Our local
exchange carrier networks consist of central offiad remote sites, all with advanced digital svetcHf any of these suppliers experience
interruptions or other problems delivering or seing these network components on a timely basispparations could suffer significantly. To
the extent that proprietary technology of a supp$ién integral component of our network, we mayehlimited flexibility to purchase key
network components from alternative suppliers. &iryi, our data center operations are materialiané on leasing significant amounts of
space from landlords and substantial amounts oepdrem utility companies, and being able to rertbase arrangements from time to time
favorable terms. In addition, we rely on a limitagmber of software vendors to support our busingasagement systems. In the event it
becomes necessary to seek alternative suppliergeanttbrs, we may be unable to obtain satisfactplacement supplies, services, space or
utilities on economically attractive terms, onradly basis, or at all, which could increase costsanise disruptions in our services.

We rely on eighteen financial institutidogprovide us with access to revolving credit unol@r credit facility. If one or more of these
lenders default on their funding commitments, axgess to revolving credit could be adversely afféct

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

Over the past few years, certain utilit@soperatives and municipalities in certain of stetes in which we operate have requested
significant rate increases for attaching our ptartheir facilities. To the extent that these émsitare successful in increasing the amount we p:
for these attachments, our future operating costsnerease.

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

We depend on key members of our senior managemesannt

Our success depends largely on the skitiserience and performance of a limited numbeenfa officers. Competition for senior
management in our industry is intense and we mag Héficulty retaining our current senior officess attracting new ones in the event of
terminations or resignations. For a discussioriroflar retention concerns relating to our recentgees, please see the risks described below
under the heading "Risk Factors—Risks RelatinguioRecent Acquisitions."

As a holding company, we rely on payments from ayerating companies to meet our obligatiol

As a holding company, substantially albaf income and operating cash flow is dependent tipe earnings of our subsidiaries and their
distribution of those earnings to us in the formdividends, loans or other payments. As a resudtrely upon our subsidiaries to generate the
funds necessary to meet our obligations, includimgpayment of amounts owed under our long-ternt. @l subsidiaries are separate and
distinct legal entities and have no obligation &y any amounts owed by us or, subject to limiteckpkions for tax-sharing or cash
management purposes, to make any funds availabie tm repay our obligations, whether by dividenoans or other payments. All of our
subsidiaries are subject to state law restricttbaslimit the amount of dividends they can payso In addition, certain of our subsidiaries may
be restricted under loan agreements or regulatalgrs from transferring funds to us, including agrtrestrictions on the amount of dividends
that may be
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paid to us. Moreover, our rights to receive assety subsidiary upon its liquidation or reorgatian will be effectively subordinated to the
claims of creditors of that subsidiary, includimgde creditors. See "Management's Discussion amdlysis of Financial Condition and Results
of Operations—Liquidity and Capital Resources"tem 7 of this report, for further discussion onsthenatters.

Risks Relating to our Recent Acquisitions
We expect to incur substantial expenses relatethiintegration of Qwest and Savvis.

We have incurred, and expect to continuadar, substantial expenses in connection withikegration of Qwest's and Savvis' business,
operations, networks, systems, technologies, aliahd procedures with our own. There are a langéer of systems that need to be
integrated, including billing, management informati purchasing, accounting and finance, salespofiaymd benefits, fixed asset, lease
administration and regulatory compliance. Whilehvewe assumed that a certain level of transactidnrgagration expenses will be incurred,
there are a number of factors beyond our contatdl¢buld affect the total amount or the timing of stegration expenses. Many of the
expenses that will be incurred, by their nature,difficult to estimate accurately at the presanet

We may be unable to integrate successfully into &eg CenturyLink our recently-acquired operations dmealize the anticipated benefits of
our recent acquisitions.

Our recent acquisitions involved the comalitn of companies which previously operated aspetident public companies. We have
devoted, and will continue to devote, significargmagement attention and resources to integratengubkiness practices and operations of
Legacy CenturyLink, Qwest and Savvis. We may entanutifficulties in the integration process, indiugl the following:

. the inability to successfully combine our businessea manner that permits the combined compamaglieeve the cost savings
and operating synergies anticipated to result fiteenacquisitions, either due to technological @rales, personnel shortages,
strikes or otherwise, any of which would resulthe anticipated benefits of the acquisitions nahdpeealized partly or wholly i
the time frame anticipated or at all;

. lost sales as a result of customers deciding ndbtousiness with the combined company;
. the complexities associated with managing the coetbbusinesses out of several different locatiosiategrating personnel
from multiple companies, while at the same timeratiting to provide consistent, high-quality produatd services under a

unified culture;

. the additional complexities of combining comgmwith different histories, regulatory restricpsales forces, marketing
strategies, product markets and customer bases;

. the failure to retain key employees, some of whowmla be critical to integrating or expanding thenpanies;
. potential unknown liabilities and unforeseen insezhexpenses or regulatory conditions associatédtig acquisitions; and
. performance shortfalls at one or all of the comesaiis a result of the diversion of managemenéatainh caused by integrating

the companies' operations.

For all these reasons, you should be athartst is possible that the integration procesdaoesult in the distraction of our management,
the disruption of our ongoing business or incorsistes in our products, services, standards, dspprmcedures and policies, any of which
could adversely affect our ability to maintain tedaships with customers, vendors and employeés achieve the
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anticipated benefits of our recent acquisitions;arld otherwise adversely affect our businessfawaacial results.

The Qwest and Embarq acquisitions changed the geéf our local exchange markets to include moreda urban areas, with which we
have limited operating experience.

Prior to our acquisition of Embarq Corparat("Embarq"), we provided local exchange telephearvices to predominantly rural areas
and small to mid-size cities. Embarq's local exgeamarkets included Las Vegas, Nevada and subfidbdando and several other large U.S.
cities, and we have operated these more dense tmardy since mid-2009. Qwest's markets includeoRix, Arizona, Denver, Colorado,
Minneapolis—St. Paul, Minnesota, Seattle, Washing&alt Lake City, Utah, and Portland, Oregon. Carag to our legacy markets, these
urban markets, on average, are substantially demskexperienced greater access line losses prixging acquired by us. While we believe
our strategies and operating models developedrggerural and smaller markets can successfully ipdiexpto larger markets, we cannot assure
you of this. Our business, financial performance prospects could be harmed if our current strategr operating models cannot
successfully applied to larger markets, or areiredquo be changed or abandoned to adjust to diffegs in these larger markets.

We cannot assure you whether, when or in what amtsuwe will be able to use Qwest's net operatingéss

At December 31, 2012, we had approximasély billion of federal net operating losses, orll$Qwhich relate primarily to pre-
acquisition losses of Qwest. These NOLs can be twsefiset our future federal and certain taxahlmime.

The acquisition of Qwest caused an "owriprshange" under federal tax laws relating to the of NOLs. As a result, these laws could
limit our ability to use their NOLs and certain ettdeferred tax attributes. Further limitationsldaapply if we are deemed to undergo an
ownership change in the future. Despite this, weeekto use substantially all of these NOLs antaaeother deferred tax attributes as an
offset to our federal future taxable income by 2QdlEhough the timing of that use will depend uplom consolidated group's future earnings
and future tax circumstances.

Our acquisitions have increased our exposure to tisks of fluctuations in energy costs, power outsgand availability of electrical
resources.

Through the acquisitions of Qwest and Sswie have added a significant number of data céatdities, which are susceptible to
regional costs and supply of power and electricalgr outages. We attempt to limit exposure to sgstewntime by using backup generators
and power supplies. However, we may not be ablienibour exposure entirely even with these pratew in place. In addition, our energy
costs can fluctuate significantly or increase fermeety of reasons, including changes in legistaand regulation. Several pending proposals
designed to reduce greenhouse emissions couldasitiadly increase our energy costs. As energy dostgase, we may not always be able to
pass on the increased costs of energy to our sliedtich could harm our business. Power and cookggirements at our data centers are als
increasing as a result of the increasing power deisiaf today's servers. Since we rely on thirdigsuto provide our data centers with power
sufficient to meet our clients' power needs, odad&nters could have a limited or inadequate atnafuglectrical resources. Our clients'
demand for power may also exceed the power capacitier data centers, which may limit our abiligyfully utilize these data centers. This
could adversely affect our relationships with oligritss and hinder our ability to run our data cesitevhich could harm our business.
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Our inability to renew data center leases, or renew favorable terms, could have a negative impactaur financial results.

A significant majority of the data centers acquired in the Qwest and Savvis acquisitioadesrsed and have lease terms that expire
between 2013 and 2031. The majority of these lgaisrsde us with the opportunity to renew the leaseur option for periods generally
ranging from five to ten years. Many of these realeaptions, however, provide that rent for the wealeperiod will be equal to the fair market
rental rate at the time of renewal. If the fair kerental rates are significantly higher than cunrent rental rates, we may be unable to offset
these costs by charging more for our services, lwbizild have a negative impact on our financialltesAlso, it is possible that a landlord
may insist on other financially unfavorable reneteains or, where no further option to renew exislsct not to renew altogether.

Our acquisitions of Qwest and Savvis have increased exposure to the risks of operating internatialty.

Prior to acquiring Qwest on April 1, 20FUpstantially all of our operations were histoficabnducted within the continental United
States. Although Qwest has historically conductades operations overseas, the acquisition of Sarviduly 15, 2011, increased the
importance of international operations to our fataperations, growth and prospects.

As a result of our recent acquisitions, foueign operations are subject to varying degoéeegulation in each of the foreign jurisdictions
in which we provide services. Local laws and retjoies, and their interpretation and enforcemeritedsignificantly among those
jurisdictions, and can change significantly overdi Future regulatory, judicial and legislative mfp@s or interpretations may have a matt
adverse effect on our ability to deliver servicathim various foreign jurisdictions. Many of thefageign laws and regulations relating to
communications services are more restrictive thah ldws and regulations, particularly those retatb content distributed over the Internet.
For example, the European Union has enacted aelatation system that, once implemented by indizidnember states, will involve
requirements to retain certain Internet protocolPy data that could have an impact on our opamatin Europe. Moreover, national regulatory
frameworks that are consistent with the policied mquirements of the World Trade Organization havg recently been, or are still being,
enacted in many countries. Accordingly, many cdastare still in the early stages of providing éod adapting to a liberalized
telecommunications market. As a result, in thesgkata we may encounter more protracted and diffigrdcedures to obtain licenses neces
to provide the full set of products we offer.

In addition to these international regutptiasks, some of the other risks inherent in cantithg business internationally include:

. tax, licensing, currency, political or other lmess restrictions or requirements;

. import and export restrictions;

. longer payment cycles and problems collectingpants receivable;

. additional U.S. and other regulation of non-detizeoperations, including regulation under thedigm Corrupt Practices Act, or

FCPA, as well as other anti-corruption laws;

. fluctuations in currency exchange rates;
. the ability to secure and maintain the necessaygipal and telecommunications infrastructure; and
. challenges in staffing and managing foreign openti

Any one or more of these factors could askly affect our international operations.
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Moreover, in order to effectively compeatecertain foreign jurisdictions, it is frequentlgeessary or required to establish joint ventures,
strategic alliances or marketing arrangements lwithl operators, partners or agents. Reliance cal fwperators, partners or agents could
expose us to the risk of being unable to contreldtope or quality of our overseas services orymtsd or being held liable under the FCPA or
other anti-corruption laws for actions taken by suategic or local partners or agents even thaligbe partners or agents may not themselve
be subject to the FCPA or other applicable antitgaion laws. Any determination that we have vieththe FCPA or other antbrruption law:
could have a material adverse effect on our busjmesults of operations, reputation or prospects.

Any additional future acquisitions by us would sugat us to additional business, operating and findalaisks, the impact of which cannc
presently be evaluated, and could adversely impagtcapital structure or financial position

From time to time in the future we may pua®ther acquisition opportunities. To the exteatagquire a business that is highly leveragec
or is otherwise subject to a high level of risk, may be affected by the currently unascertainables iof that business. Accordingly, there is nc
current basis for you to evaluate the possible tseririsks of any particular business or assetswie may acquire. In addition, the financing
any future acquisition completed by us could adsigrenpact our capital structure or financial pwsit as any such financing would likely
include the issuance of additional securities ertitbrrowing of additional funds. Except as requivgdaw or applicable securities exchange
listing standards, we do not expect to ask ouredi@ders to vote on any proposed acquisition. Megeove generally do not announce our
acquisitions until we have entered into a prelimynar definitive agreement.

Risks Relating to Legal and Regulatory Matters

Any adverse outcome of the KPNQwest litigation,adher material litigation of Qwest, Savvis or CemylLink could have a material advers
impact on our financial condition and operating redts, on the trading price of our securities and a@ur ability to access the capital
markets.

As described in Note 15—Commitments andtitigencies to the consolidated financial statemienitem 8 of this report, the KPNQwest
matters present material and significant risksstolii the aggregate, the plaintiffs in the KPNQweatters seek billions of dollars in damages.
We continue to defend against these matters vighya@nd are currently unable to provide any eseénagtto the timing of their resolution.

We can give no assurance as to the impactar financial results or financial condition tinaay ultimately result from these matters. The
ultimate outcomes of these matters are still uaggrand substantial settlements or judgmentsasehmatters could have a significant impact
on us. The magnitude of such settlements or jud¢gresulting from these matters could materiallgt adversely affect our financial conditi
and ability to meet our debt obligations, potehtiahpacting our credit ratings, our ability to &ss capital markets and our compliance with
debt covenants. In addition, the magnitude of arghsettlements or judgments may cause us to doaw dignificantly on our cash balances,
which might force us to obtain additional financimgexplore other methods to generate cash. Sutoae could include issuing additional
debt securities or selling assets.

There are other material proceedings penagainst us, as described in the above-referedotzl15. Depending on their outcome, any o
these matters could have a material adverse affeotir financial position or operating results. ¥é@ give you no assurances as to the impac
of these matters on our operating results or firmondition.
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We operate in a highly regulated industry and atestefore exposed to restrictions on our manner @iimg business and a variety of claims
relating to such regulation.

General. We are subject to significant regulation by theéral Communications Commission ("FCC"), which fatgs interstate
communications, and state utility commissions, Whiggulate intrastate communications. Generallymwust obtain and maintain certificate:
authority from the FCC and regulatory bodies in tetates where we offer regulated services, andresubject to numerous, and often quite
detailed, requirements and interpretations und#ertd, state and local laws, rules and regulatidosordingly, we cannot ensure that we are
always considered to be in compliance with all ¢hesjuirements at any single point in time. Thenags responsible for the enforcement of
these laws, rules and regulations may initiate iimggior actions based on customer complaints dhein own initiative.

Regulation of the telecommunications indusbntinues to change rapidly, and the regulagmyironment varies substantially from
jurisdiction to jurisdiction. Notwithstanding a @ movement towards alternative regulation, atamitial portion of our local voice servic
revenue remains subject to FCC and state utilitgragssion pricing regulation, which periodically e@ggs us to pricing or earnings disputes
and could expose us to unanticipated price declinesrexchange carriers have filed complaintsariaus forums requesting reductions in our
access rates. In addition, several long distanceighers are disputing amounts owed to us for cagWolP traffic, or traffic they claim to be
VolP traffic, and are refusing to pay such amoufitere can be no assurance that future regulgtatigial or legislative activities will not
have a material adverse effect on our operatianthad regulators or third parties will not raisaterial issues with regard to our compliance ol
noncompliance with applicable regulations.

Risks associated with recent changes in fadl regulation. On October 27, 2011, the FCC adopted the Conneetriga and
Intercarrier Compensation Reform order ("CAF orflértended to reform the existing regulatory regitmeecognize ongoing shifts to new
technologies, including VolP, and gradually re-direniversal service funding to foster nationwideduslband coverage. This initial ruling
provides for a multi-year transition over the ndgtade as intercarrier compensation charges aneedduniversal service funding is explicitly
targeted to broadband deployment, and subscribeicharges paid by end user customers are gradoeigased. We expect these changes
substantially increase the pace of reductionserathount of switched access revenues we receivariwholesale markets segment, while
creating opportunities for increases in federal \d8& retail revenue streams. Several judicial ehglks to the CAF order are pending and
additional future challenges are possible, any luttv could alter or delay the FCC's proposed changeaddition, based on the outcome of
FCC proceedings, various state commissions mayidemshanges to their universal service funds tagtate access rates. Moreover,
rulemaking designed to implement the order is notglete, and several FCC proceedings relatingamtter remain pending. For these and
other reasons, we cannot predict the ultimate inpiihese proceedings at this time.

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

Risks posed by costs of regulatory compliaa. Regulations continue to create significant conmécosts for us. Challenges to our
tariffs by regulators or third parties or delayltaining certifications and regulatory approvadsild cause us to incur substantial legal and
administrative expenses, and, if successful, shalienges could adversely affect the rates thatinweable to charge our customers. Our
business also may be impacted by legislation agala&on imposing new or greater obligations redateregulations or laws related to
broadband deployment, bolstering homeland secunityeasing disaster recovery requirements, miningienvironmental impacts,
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enhancing privacy, or addressing other issuesrti@dct our business, including the Communicatiossigtance for Law Enforcement Act
(which requires communications carriers to enshia¢ their equipment, facilities, and services dnle #o facilitate authorized electronic
surveillance), and laws governing local number gduitity and customer proprietary network informatie@quirements. We expect our
compliance costs to increase if future laws or k&tipns continue to increase our obligations tashsgher governmental agencies.

Risks posed by other regulationsAll of our operations are also subject to a vgrigtenvironmental, safety, health and other
governmental regulations. We monitor our compliawié federal, state and local regulations govegriire management, discharge and
disposal of hazardous and environmentally sensitisierials. Although we believe that we are in chamge with these regulations, our
management, discharge or disposal of hazardousrannmentally sensitive materials might exposéousaims or actions that could have a
material adverse effect on our business, finargatition and operating results.

Regulatory changes in the communications industiguid adversely affect our business by facilitatiggeater competition against u:

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

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

In order to continue to provide quality Inigpeed data service at attractive prices, we believaeed the continued flexibility to respon
changing consumer demands, to manage bandwidtle e$ficiently and to invest in our networks. The@®€"net neutrality” regulations could
adversely impact our ability to operate our higkegb data network profitably and to undertake thgrages and implement network
management practices that may be needed to coriimrevide high quality high-speed data servieses| could therefore negatively impact
our ability to compete effectively.

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

The law relating to the liability of priveahetwork operators for information carried onyator disseminated through their networks is
still unsettled. As such, we could be exposeddallelaims relating to content disseminated onmaiworks. Claims could challenge the
accuracy of materials on our network, or could Imganatters such as defamation, invasion of privaogopyright infringement. If we need to
take costly measures to reduce our exposure te tigds, or are required to defend ourselves agairth claims, our financial results could be
negatively affected.

We are subject to significant regulations that litrour flexibility.

As a diversified full service ILEC in masttour key markets, we have traditionally been sabjo significant regulation that does not
apply to many of our competitors. This regulatioipdoses substantial compliance costs on us andctegiur ability to change rates, to com)
and to respond rapidly to changing industry condgi As our business becomes increasingly comystitegulatory disparities between us
our competitors could impede our ability to compete

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

We may be required to obtain from municigathorities operating franchises to install orangbfacilities. Some of these franchises may
require us to pay franchise fees. These franchigiggirements
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generally apply to our fiber transport and CLECragiens, and to our facilities-based video serviddese requirements could delay us in
expanding our operations or increase the costsoviging these services.

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

Changing laws, regulations and standandsimg to corporate governance and public disclesimcluding the Sarbanes-Oxley Act and the
Dodd-Frank Wall Street Reform and Consumer PraiadAict, and related regulations implemented thedeyrare increasing legal and
financial compliance costs and making some actiwithore time consuming. Any failure to successfoitlfimely complete annual assessment
of our internal controls required by Section 404hef Sarbanes-Oxley Act could subject us to sanstiw investigation by regulatory
authorities. Any such action could adversely aftaatfinancial results or investors' confidenceisn

For a more thorough discussion of the ratguy issues that may affect our business, seeulgegn" in Item 1of this report.

Risks Affecting our Liquidity and Capital Resources

Our high debt levels pose risks to our viabilitydmay make us more vulnerable to adverse economit @ompetitive conditions, as well as
other adverse developments.

We continue to carry significant debt. ADecember 31, 2012, our consolidated debt wascampately $20.6 billion. Approximately
$2.1 billion of our debt securities come due ober next thirty-six months. While we currently bekethat we will have the financial resources
to meet or refinance our obligations when they cadione, we cannot fully anticipate our future finad@ondition or the condition of the credit
markets or the economy. We may incur unexpectedresgs or liabilities, and we may have limited as¢edinancing.

Our significant levels of debt can adversdfect us in several other respects, includipdjrtiiting our ability to access the capital mark
(i) exposing us to the risk of credit rating dowades, which would raise our borrowing costs andd:€urther limit our access to capital,
(i) hindering our flexibility to plan for or rea¢o changing market, industry or economic condgiq(iv) limiting the amount of cash flow
available for future operations, acquisitions, dends, stock repurchases or other uses, (v) maisimgore vulnerable to economic or industry
downturns, including interest rate increases, and(acing us at a competitive disadvantage comgdo less leveraged competitors.

The effects of each of these factors cbelihtensified if we borrow more cash. We expegiddodically require financing to meet our
debt obligations as they come due. Due to the blestconomy and credit market, we may not be ableftnance maturing debt at terms that
are as favorable as those from which we previobshefited, at terms that are acceptable to usalt.aVe may also need to obtain additional
financing or investigate other methods to generash (such as further cost reductions or the $alesets) under a variety of circumstances,
including if revenues and cash provided by openatidecline, if economic conditions weaken, if cotitpe pressures increase, if regulatory
requirements change, if we are required to contilbumaterial amount of cash to our pension piéms are required to begin to pay other
post-retirement benefits significantly earlier thanticipated, if our payments for federal taxeséase faster or in greater amounts than
currently anticipated, if we become subject to Bigant judgments or settlements in one or morthefmatters discussed in Note 15—
Commitments and Contingencies to the consolidatenh€ial statements in Item 8 of this report, if @eage in any acquisitions or if we
undertake substantial capital projects or othéiaiives that increase our cash requirements. Wegiee no assurance that this additional
financing will be available on terms that are a¢able to us or at all. If we are able to obtainididal financing, our credit ratings could be
adversely affected, which could further raise our
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borrowing costs and further limit our future accessapital and our ability to satisfy our debtightions.

Certain of our debt instruments have cpasgnent default or cross acceleration provisionsel\present, these provisions could have a
wider impact on liquidity than might otherwise @risom a default or acceleration of a single dabtrument. Any such event could adversely
affect our ability to conduct business or accessctipital markets and could adversely impact cedlitratings. See "Management's Discussiol
and Analysis of Financial Condition and Result©pkrations—Liquidity and Capital Resources" in Itémof this report for additional
information about our credit facility.

Our debt agreements and the debt agreements ofsulosidiaries allow us to incur significantly moreetht, which could exacerbate the other
risks described in this report.

The terms of our debt instruments and & thstruments of our subsidiaries permit addé@londebtedness. Additional debt may be
necessary for many reasons, including those disdussmediately above. Incremental borrowings omgethat impose additional financial
risks could exacerbate the other risks describékigreport.

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

Our business is capital intensive, and mtecgate that our capital requirements will con#rto be significant in the coming years. As
discussed further under "Risk Factors—Risks AffegtDur Business—Increases in broadband usage mag c&twork capacity limitations,
resulting in service disruptions, reduced capawitglower transmission speeds for our customansréased bandwidth consumption by
consumers and businesses have placed increasedateorathe transmission capacity of our networfksel determine that our networks must
be expanded to handle these increased demandsaybanwequired to make substantial capital experest even though there is no assuranc
that the return on our investment will be satisfagtIn addition, many of our growth initiativeseacapital intensive and changes in technology
could require further spending. In addition to istieg in expanded networks, new products or neWwrtelogies, we must from time to time
replace some of the equipment that supports oditivaal services as that equipment ages, evergtithe revenue base from those services i
not growing. While we believe that our planned lesfecapital expenditures will meet both our mai@ece and core growth requirements, this
may not be the case if demands on our network moatio accelerate or other circumstances undertyimgxpectations change. Increased
spending could, among other things, adversely affecoperating margins, cash flows, results ofrapiens and financial position.

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

Adverse changes in the value of assets or obligagiassociated with our qualified pension plans cdulegatively impact our liquidity

The funded status of our qualified pengitams is the difference between the value of pksets and the benefit obligation. The
accounting unfunded status of our qualified pengilans was $2.5 billion as of December 31, 2012iekse changes in interest rates or marke
conditions, among other assumptions and factorddaause a significant increase in our benefitgattlon or a significant decrease in the
value of plan assets. These adverse changes amuite us to contribute a material amount of casbur pension plans or could accelerate the
timing of required cash payments. For informationttoe amount of cash we propose to contribute tglans in the near term, please
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see "Management's Discussion and Analysis of Fiah@ondition and Results of Operations—LiquiditydaCapital Resources—Pension and
Post-retirement Benefit Obligations" in Item 7 bistreport. The actual amount of required contidng to our plans in 2014 and beyond will
depend on a variety of factors, including earniogplan investments, prevailing interest and distoates, demographic experience, changes
in plans benefits and changes in funding laws eagdlations. Any future material cash contributionsld have a negative impact on our
liquidity by reducing our cash flows.

We plan to access the public debt markets, and amnot assure you that these markets will remaindref disruptions.

We have a significant amount of indebtedrikat we intend to refinance over the next sewezats, principally through the issuance of
debt securities of CenturyLink, Qwest Corporatiofoth. Our ability to arrange additional financiwgl depend on, among other factors, our
financial position, performance, and credit ratirgs well as prevailing market conditions and ofaetors beyond our control. Prevailing
market conditions could be adversely affected leyahgoing disruptions in the European sovereigi aelkets, the failure of the United
States to reduce its deficit in amounts deemed teufficient, possible further downgrades in theddrratings of the U.S. debt, contractions or
limited growth in the economy or other similar acheeconomic developments in the U.S. or abroatability in the global financial markets
has from time to time resulted in periodic vol#ilin the capital markets. This volatility couldnlit our access to the credit markets, leading to
higher borrowing costs or, in some cases, the litabd obtain financing on terms that are accefgdb us, or at all. Any such failure to obtain
additional financing could jeopardize our abilityrepay, refinance or reduce debt obligations.

Other Risks

If conditions or assumptions differ from the judgmes, assumptions or estimates used in our critieacounting policies, the accuracy of o
consolidated financial statements and related dasures could be affected.

The preparation of financial statements r@hated disclosures in conformity with U.S. geligraccepted accounting principles requires
management to make judgments, assumptions andagssitinat affect the amounts reported in our caeeld financial statements and
accompanying notes. Our critical accounting poticighich are described in "Management's DiscussimhAnalysis of Financial Condition
and Results of Operations—Critical Accounting Febcand Estimates" in Item 7 of this report, désethose significant accounting policies
and methods used in the preparation of our coreselitifinancial statements that are consideredcafitbecause they require judgments,
assumptions and estimates that materially impactounsolidated financial statements and relateclaisres. As a result, if future events or
assumptions differ significantly from the judgmergssumptions and estimates in our critical acéogmolicies, these events or assumptions
could have a material impact on our consolidatedrfcial statements and related disclosures.

We face hurricane and other natural disaster riskghich can disrupt our operations and cause us mair substantial additional capital an
operating costs.

A substantial number of our facilities éveated in Florida, Alabama, Louisiana, Texas, N&@#arolina, South Carolina and other coastal
states, which subjects them to the risks assocwitbdsevere tropical storms, hurricanes and toseadincluding downed telephone lines,
flooded facilities, power outages, fuel shortagisnaged or destroyed property and equipment, anklimerruptions. Although we maintain
property and casualty insurance on our plant (eiatpour outside plant) and may under certain cvstances be able to seek recovery of <
additional costs through increased rates, onlyriguoof our additional costs directly related tack hurricanes and natural disasters
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have historically been recoverable. We cannot ptediether we will continue to be able to obtaisurance for hazard-related damages or, if
obtainable and carried, whether this insurancebeiladequate to cover our losses. In addition,xypea any insurance of this nature to be
subject to substantial deductibles and to providgpfemium adjustments based on claims. Any futiazard-related costs and work
interruptions could adversely affect our operatiand our financial condition.

Tax audits or changes in tax laws could adverseffeat us.

Like all large businesses, we are subétequent and regular audits by the Internal Reegdervice as well as state and local tax
authorities. These audits could subject us toitdilities if adverse positions are taken by thteseauthorities.

We believe that we have adequately providetiax contingencies. However, our tax audits argminations may result in tax liabilities
that differ materially from those that we have gtiaed in our consolidated financial statementsaBse the ultimate outcomes of all of these
matters are uncertain, we can give no assuranievasether an adverse result from one or moreahtivill have a material effect on our
financial results.

Dividends received by certain investors rhaysubject to a new 3.8% Medicare tax on uneantne beginning on January 1, 2013,
certain tax reform plans under consideration byutfe. Congress could increase the dividend tax fatg significant increase in the U.S. tax
rate on dividends could reduce demand for our stwblich could potentially depress its trading price

Our agreements and organizational documents and liggble law could limit another party's ability tacquire us.

A number of provisions in our agreements arganizational documents and various provisidrepgplicable law may delay, defer or
prevent a future takeover of CenturyLink unlessti@over is approved by our Board of Directors. &gatditional information, please see our
Registration Statement on Form 8-A/A filed with tBEC July 1, 2009. This could deprive our sharedrsldf any related takeover premium.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
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ITEM 2. PROPERTIES

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

December 31,

2012 2011

Land 2% 2%
Fiber, conduit and other outside pl&ht 40% 41%
Central office and other network electron®s 36% 33%
Support assetd) 19% 21%
Construction in progres® 3% 3%

Gross property, plant and equipm 100% 100%
1) Fiber, conduit and other outside plant consistitbe and metallic cable, conduit, poles and othgrporting structures.
) Central office and other network electronics cassié circuit and packet switches, routers, trassion electronics and electronics providing sertdce

customers.

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

under constructior

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

We also own and lease administrative officemajor metropolitan locations both in the Udiftates and internationally. Substantially all
of our network electronics equipment is locateduiidings or on land that we own or lease withim lmeal service area. Outside of our local
service area, our assets are generally locatedadproperty pursuant to an agreement with thegatgwner or another person with rights to
the property. It is possible that we may lose @yints under one or more of these agreements, direitotermination or their expiration.

With the acquisitions of Qwest in April 20&nd Savvis in July 2011, we expanded our progerigclude data center assets, and the
related facilities and communications equipment Tdzilities that house Savvis' warehouses, netwqrtkpment and data centers are leased.

During 2012, we reclassified certain amsugported in prior periods of inventory held fonstruction to conform to the current period
presentation. This reclassification increased cansbn in progress at December 31, 2011 by $558anilvith an offsetting decrease to fiber,
conduit and other outside plant and central offind other network electronics by $8 million and $4illion, respectively.

Some of our property, plant and equipmsmiedged to secure the long-term debt of subgdiaDur net property, plant and equipment
was $19.0 billion and $19.4 billion at December 2012 and 2011, respectively.

Several putative class actions have béed figainst us disputing our use of certain rigtitasay as described in "Legal Proceedings—
Litigation Matters Relating to Qwest" in Item 3tbis report. If we lose any of these rights-of-vaayare unable to renew them, we may find it
necessary to move or replace the affected portbosr network. However, we do not expect any makadverse impacts as a result of the
loss of any of these rights.
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ITEM 3. LEGAL PROCEEDINGS

In this section, when we refer to a cladt#oa as "putative"” it is because a class has béeged, but not certified in that matter. Untiban
unless a class has been certified by the coursinot been established that the named plaingifiesent the class of plaintiffs they purport to
represent.

We have established accrued liabilitiesttier matters described below where losses are deprobable and reasonably estimable.

We are vigorously defending against allhaf matters described below. As a matter of couvseare prepared both to litigate the matters
to judgment, as well as to evaluate and consideetlement opportunities.

Litigation Matters Relating to CenturyLink and Embarq

In December 2009, subsidiaries of Centumilfiled two lawsuits against subsidiaries of SpNiextel to recover terminating access
charges for VolP traffic owed under various intengection agreements and tariffs which presently@pmate $34 million. The lawsuits
allege that Sprint Nextel has breached contraattated tariffs, and violated the Federal Commutidces Act by failing to pay these charges.
One lawsuit, filed on behalf of all legacy Embappmating entities, was tried in federal court imgiiia in August 2010 and, in March 2011, a
ruling was issued in our favor and against Spriextdl. In the first quarter of 2012, Sprint NeXikdd an appeal of this decision. The other
lawsuit, filed on behalf of all Legacy CenturyLiokerating entities, is pending in federal coutt@uisiana. In that case, in early 2011 the
Court dismissed certain of CenturyLink's claim$eneed other claims to the FCC, and stayed thgsliton. In April 2012, Sprint Nextel filed a
petition with the FCC, seeking a declaratory rulingt CenturyLink's access charges do not appiol® originated calls. We have not
deferred revenue related to these matters as amsadoutcome is not probable based upon currentrostances.

InWilliam Douglas Fulghum, et al. v. Embarq Corpoaatj et al., filed on December 28, 2007 in the United Statesdriat Court for the
District of Kansas, a group of retirees filed agtivie class action lawsuit challenging the decis@make certain modifications in retiree
benefits programs relating to life insurance, madicsurance and prescription drug benefits, gdiyezéective January 1, 2006 and January 1
2008 (which, at the time of the modifications, veapected to reduce estimated future expensesdamubject benefits by more than
$300 million). Defendants include Embarg, certdiitobenefit plans, its Employee Benefits Comngitsend the individual plan administrato
certain of its benefits plans. Additional defendantlude Sprint Nextel and certain of its benglins. The Court certified a class on certain of
plaintiffs’ claims, but rejected class certificatias to other claims. Embarg and other defendamtsnuie to vigorously contest these claims an
charges. On October 14, 2011, thdghumlawyers filed a new, related lawsuitbbott et al. v. Sprint Nextel et aCenturyLink/Embarq is not
named a defendant in the lawsuitAlbbott, approximately 1,500 plaintiffs allege breachidfitiary duty in connection with the changes in
retiree benefits that also are at issue inRlghumcase. Thé\bbottplaintiffs are all members of the class that watifeed in Fulghumon
claims for allegedly vested benefits (Counts | Hjdand theAbbottclaims are similar to thEulghumbreach of fiduciary duty claim (Count
1), on which theFulghumcourt denied class certification. The Court hagexigproceedings iAbbottindefinitely. On February 14, 2013, the
Fulghumcourt dismissed the majority of the plaintiffs'iala in that case. Embarg and the other defendaititsomtinue to vigorously contest
any remaining claims iRulghumand seek to have the claims in thigbottcase dismissed on similar grounds. We have notiada liability
for these matters as it is premature (i) to deteemihether an accrual is warranted and (i) iftsaletermine a reasonable estimate of probabl
liability.

40




Table of Contents

Litigation Matters Relating to Qwest

The terms and conditions of applicable Wglacertificates or articles of incorporation, agrents or applicable law may obligate Qwes
indemnify its former directors, officers or empl@gewith respect to certain of the matters desciritsolw and Qwest has been advancing lega
fees and costs to certain former directors, officgremployees in connection with certain mattescdbed below.

On September 29, 2010, the trustees iDtheh bankruptcy proceeding for KPNQwest, N.V.\{dfich Qwest was a major shareholder)
filed a lawsuit in the District Court of Haarlenhgt Netherlands, alleging tort and mismanagemeinslander Dutch law. Qwest and
Koninklijke KPN N.V. ("KPN") are defendants in thimwsuit along with a number of former KPNQwestewisory board members and a
former officer of KPNQwest, some of whom were formaffiliated with Qwest. Plaintiffs allege, amowgher things, that defendants' actions
were a cause of the bankruptcy of KPNQwest, ang skek damages for the bankruptcy deficit of KPN&wehich is claimed to be
approximately €4.2 billion (or approximately $5.ibn based on the exchange rate on December@l2)2 plus statutory interest. Two
lawsuits asserting similar claims were previougdfagainst Qwest and others in federal courtsaw Jersey in 2004 and Colorado in 2009;
those courts dismissed the lawsuits without pregidin the grounds that the claims should not lgatiéd in the United States.

On September 13, 2006, Cargill Financiathéss, Plc and Citibank, N.A. filed a lawsuit iretDistrict Court of Amsterdam, the
Netherlands, against Qwest, KPN, KPN Telecom Baxid other former officers, employees or supervismgrd members of KPNQwest, sc
of whom were formerly affiliated with Qwest. TheMsuit alleges that defendants misrepresented KPNEwfinancial and business condition
in connection with the origination of a credit fitgiand wrongfully allowed KPNQwest to borrow fundnder that facility. Plaintiffs allege
damages of approximately €219 million (or approxeha$289 million based on the exchange rate orebBuer 31, 2012). On April 25, 2012,
the court issued its judgment denying the clainserdsd by Cargill and Citibank in their lawsuit.r@id and Citibank are appealing that
decision.

We have not accrued a liability for the abmatters. Regarding the 2010 proceeding, weeités premature to determine whether an
accrual is warranted and, if so, a reasonable atgiwf our probable liability. Regarding the 200&,sve do not believe that liability is
probable. We will continue to defend against boBNQwest litigation matters vigorously.

Several putative class actions relatinth&installation of fiber optic cable in certaights-of-way were filed against Qwest on behalf of
landowners on various dates and in courts locat&d istates in which Qwest has such cable (Alabamizgna, 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 nqat, the complaints challenge our right to insiat fiber optic cable in railroad rights-of-
way. The complaints allege that the railroads dwenrtght-of-way as an easement that did not incthdeight to permit us to install our cable
in the right-of-way without the Plaintiffs' conseMost of the currently pending actions purporb&brought on behalf of state-wide classes in
the named Plaintiffs' respective states, althoughaxtion pending before the lllinois Court of Apjsepurports to be brought on behalf of
landowners in lllinois, lowa, Kentucky, Michigan,iivhesota, Nebraska, Ohio and Wisconsin. In gengralcomplaints seek damages on
theories of trespass and unjust enrichment, asaselunitive damages. After previous attempts terénto a single nationwide settlement in a
single court proved unsuccessful, the parties maee to seek court approval of settlements onte-btastate basis. To date, the parties have
received final approval of such settlements int22es (Alabama, Colorado, Delaware, Florida, Gegnfjinois, Indiana, lowa, Kansas,
Maryland, Michigan, Minnesota, Mississippi, MissipiNebraska, New Jersey, New York, North Carolidalahoma, Tennessee, Virginia and
Wisconsin), have received preliminary approvalhaf settlements in eight
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states (California, Kentucky, Nevada, Ohio, Oredeennsylvania, South Carolina and Utah), and havget received either preliminary or
final approval in four states (Arizona, Massachissédew Mexico and Texas). We have accrued an ahtbahwe believe is probable for the
matters; however, the amount is not material tocomsolidated financial statements.

Other Matters

From time to time, we are involved in otpeoceedings incidental to our business, inclugiatgnt infringement allegations,
administrative hearings of state public utility aoissions relating primarily to rate making, actioakting to employee claims, various tax
issues, environmental law issues, grievance hesabirfpre labor regulatory agencies, and miscellaséard party tort actions. The outcome
these other proceedings is not predictable. Howdased on current circumstances we do not belfatghe ultimate resolution of these other
proceedings, after considering available defensdsresurance coverage, will have a material adveffeet on our financial position, results of
operations or cash flows.

The information included in Note 15—Commetmts and Contingencies to the consolidated findstagements included in Item 8 of this
report is incorporated herein by reference.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART Il

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

Our common stock is listed on the New Y8tlick Exchange ("NYSE") and the Berlin Stock Exaf®and is traded under the symbol
CTL and CYT, respectively. The following table skigh the high and low reported sales prices @NN SE along with the quarterly
dividends, for each of the quarters indicated.

Sales Price Dividend per

High Low Common Share
2012
First quartel $ 40.5¢ 36.2¢ 72¢
Second quarte 39.8¢ 36.91 72t
Third quartel 43.4: 38.9¢ 72t
Fourth quarte 40.4¢ 36.52 72t
2011
First quartel $ 46.7¢ 39.4¢ 72t
Second quarte 43.4¢ 38.6¢ 72t
Third quartel 41.3: 31.7¢ 72t
Fourth quarte 38.01 31.1¢ 72t

Common stock dividends during 2012 and 20&de paid each quarter. On February 26, 2013Board of Directors declared a common
stock dividend of $.54 per share.

As described in greater detail in Item ¥Ahis Annual Report on Form 10-K, the declaratzord payment of dividends is at the discretior
of our Board of Directors, and will depend upon fimancial results, cash requirements, future peotpand other factors deemed relevant by
our Board of Directors.

At February 15, 2013, there were approxatyat 68,000 stockholders of record although thezeavgignificantly more beneficial holders
of our common stock. At February 15, 2013, theinlpstock price of our common stock was $33.02.
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Issuer Purchases of Equity Securities

The following table contains informationoai shares of our common stock that we withhelthfeonployees to satisfy tax obligations
related to the vesting of stock-based awards duhadourth quarter of 2012:

Approximate
Total Number of Dollar Value of
Shares Purchased Shares That May
Total Number  Average Price as Part of Publicly  Yet Be Purchased

of Shares Paid Per Announced Plans  Under the Plans or
Purchased Share or Programs Programs
Period
October 201: 91,527 $ 39.3: N/A N/A
November 201: — — N/A N/A
December 201 302,91! 39.12 N/A N/A
Total 394,44,

N/A—not applicable
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ITEM 6. SELECTED FINANCIAL DATA

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

The table of selected financial data shbetow is derived from our audited consolidatedficial statements. These historical results are
not necessarily indicative of results that you eapect for any future period.

The results of operations include Savvigieriods after July 15, 2011, Qwest for periodsrafpril 1, 2011 and Embarq for periods after
July 1, 2009.

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

Years Ended December 313
2012 2011 2010 2009 2008

(Dollars in millions, except per share amount:
and shares in thousands)

Operating revenue $ 18,37¢ 15,35! 7,042 4,97¢ 2,60(
Operating expenst 15,66 13,32¢ 4,98 3,741 1,87¢
Operating incom $ 2,71 2,02t 2,06( 1,23: 721
Income before income

tax expensi 1,25( 94¢ 1,531 818 561
Net income 77 573 94¢ 647 36€
Basic earnings per

common shar 1.2¢ 1.07 3.1 3.2¢ 3.5¢
Diluted earnings per

common shar 1.2t 1.07 3.18 3.2¢ 3.52
Dividends declared pe

common shar 2.9C 2.9C 2.9C 2.8( 2.167¢

Weighted average bas

common shares

outstanding 620,20! 532,78 300,61 198,81 102,26¢
Weighted average

diluted common

shares outstandir 622,28! 534,12: 301,29 199,05 102,56(

1) See "Management's Discussion and Analysis of Finh@ondition and Results of Operations—Result®pérations” in Item 7 of this report for a discossof
unusual items affecting the results for the yeaded December 31, 2012, 2011 and 2!

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

December 31
2012 2011 2010 2009 2008
(Dollars in millions)

Net property, plant an

equipmen $ 19,03: 19,44 8,754 9,09: 2,89¢
Goodwill 21,73: 21,73 10,26: 10,25: 4,01¢
Total asset 54,02( 56,04 22,03¢ 22,56: 8,254
Total long-term deb®) 20,60¢ 21,83¢ 7,32¢ 7,75¢ 3,31t
Total stockholders'
equity 19,28¢ 20,827 9,64 9,467 3,16¢
1) Total long-term debt is the sum of current matesitdf long-term debt and long-term debt on our alidiated balance sheets. For total obligations, see

"Management's Discussion and Analysis of FinarCa@idition and Results of Operati—Future Contractual Obligations" in Item 7 of thigort.
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Selected financial information from the solidated statements of cash flows is as follows:
Years Ended December 31

2012 2011 2010 2009 2008
(Dollars in millions)

Net cash provided b

operating activitie:  $ 6,06t 4,201 2,04t 1,57¢ 85¢
Net cash used i

investing activities (2,690 (3,647 (859 (679 (389
Net cash used i

financing activities (3,29 (577) (1,17%) (97¢) (25%)

Payments for property
plant and equipmen
and capitalized
software (2,919 (2,41) (864) (755 (287)

The following table presents certain seldatonsolidated operating data as of the follovdatgs:
December 31

2012 2011 2010 2009 2008
(in thousands)

Broadband subscriber

® 5,84¢ 5,65z 2,34¢ 2,18¢ 62€
Access linet 13,74¢ 14,58« 6,48¢ 7,02t 2,02¢
1) In connection with our Qwest acquisition on April2D11, we acquired approximately 9.0 million télepe access lines and approximately 3.0 milliorabbanc

subscribers.

) In connection with our Embarqg acquisition on Jul2@09, we acquired approximately 5.4 million télepe access lines and approximately 1.5 million
broadband subscribers.

3) Broadband subscribers are customers that purchgisespeed Internet connection service through #dsting telephone lines and fiber-optic cablesrify the
second quarter of 2012, we updated our methoddtmgyounting broadband subscribers to include esttidl, business and wholesale subscribers insteaaly
residential and small business subscribers. We testated our previously reported amounts to reflés change
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

All references to "Notes" in this Item 7 refer he tNotes to Consolidated Financial Statements detduin Iltem 8 of this report. Certain
statements in this report constitute forward-logkstatements. See "Special Note Regarding Forwankihg Statements"” in Item 1 of this
report for factors relating to these statements &Risk Factors” in Item 1A of this report for a dission of certain risk factors applicable to
our business, financial condition and results oéigtions.

Overview

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

At December 31, 2012, we operated approtaind 3.7 million access lines in 37 states, seafgoroximately 5.8 million broadband
subscribers, and operated 54 data centers throtijfooth America, Europe and Asia. During 2012, welated our methodology for counting
broadband subscribers to include residential, lmssimnd wholesale subscribers instead of onlyeesa and small business subscribers. We
have restated our previously reported amountsftectahis change. For purposes of counting ouessdines, we include only those access
lines that we use to provide services to exteraalamers and exclude lines used solely by us andftiliates. Our counting methodology also
excludes unbundled loops and includes st@ode broadband subscribers. Our methodology fonting access lines may not be comparak
those of other companies.

Our consolidated financial statements idelthe accounts of CenturyLink, Inc. ("CenturyLipkhd its majority-owned subsidiaries.
These subsidiaries include SAVVIS, Inc. ("Savvas)of July 15, 2011 and Qwest Communications latanal Inc. ("Qwest") as of April 1,
2011. See Note 2—Acquisitions to the consolidaiealitial statements in Item 8 of this report. Du¢he significant size of these acquisitions.
direct comparisons of our results of operationglieryears ended December 31, 2012, 2011 and 2Qdriotr periods are less meaningful than
usual. We discuss below, under "Results of OperatieSegment Results", certain trends that we belegsignificant, even if they are not
necessarily material to the combined company.

In the discussion that follows, we refethie incremental business activities that we noerajg as a result of the Savvis acquisition and
the Qwest acquisition as "Legacy Savvis" and "Lgdawest", respectively. References to "Legacy Qghink", when used in reference to a
comparison of our consolidated results for the yemded December 31, 2012 and 2011, mean the bssirgeoperated prior to the Qwest and
Savvis acquisitions. Due to the magnitude of ouen¢ acquisitions in relation to Legacy CenturyLogerations, in the combined company
variance discussions below we have separatelyctetiehe impacts of both the Legacy Qwest and Le§awvis operations for enhanced
visibility, although we actively manage the comig@iremmpany through our four segments, as discussttef below.

We have incurred operating expenses retatedr acquisitions of Savvis in July 2011, QwiasApril 2011 and Embarg in July 2009.
These expenses are reflected in cost of serviakpramucts and
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selling, general and administrative expenses inconsolidated statements of operations as sumnadapiziew.
Years Ended December 31

2012 2011 2010
(Dollars in millions)

Cost of services and produc
Integration and other expenses associa
with acquisitions $ 22 43 37
Severance expenses, accelerated
recognition of share-based awards ar
retention compensation associated w

acquisitions — 24 12
Total $ 22 67 49
Selling, general and administratiy
Expenses incurred to effect acquisitic $ — 79 13
Integration and other expenses associa
with acquisitions 25 172 64

Severance expenses, accelerated

recognition of share-based awards ar

retention compensation associated w

acquisitions 36 14¢ 19
Total $ 61 40C 96

This table does not include costs incutrg@west or Savvis prior to being acquired by wss&l on current plans and information, we
estimate, in relation to our Qwest acquisitionakattegration, severance and retention expensies lietween $600 million to $700 million
(which includes approximately $464 million of curative expenses incurred through December 31, 20@pur capital expenditures
associated with integration activities will appnmete $200 million (which includes approximately $68lion of cumulative capital
expenditures incurred through December 31, 2012) aWicipate that the amount of our integrationtcosfuture years will vary substantially
based on integration activities conducted durirgg¢hperiods and could in certain cases be significaigher than those incurred by us during
the year ended December 31, 2012.

For several years prior to 2011, we regbdigr operations as a single segment. HoweveQ1i 2in connection with our acquisitions of
Qwest on April 1, 2011 and Savvis on July 15, 2044 reorganized our business into the followingrapeg segments:

. Regional marketsConsisted primarily of providing products and $egs to residential consumers, small to mediumesize
businesses and regional enterprise customers;

. Business marketsConsisted primarily of providing products and $egg to enterprise and government customers;
. Wholesale marketsConsisted primarily of providing products and $egg to other communications providers; and
. Savvis operationsConsisted primarily of providing hosting and netkweervices primarily to business customers praviolg

Legacy Sawvis.
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In the second quarter of 2012, in ordentire effectively deploy the strategic assets aeguirom Qwest and Savvis and to better serve
our business and government customers, we restegictwr business into the following operating seagsie

. Regional marketsConsists primarily of providing strategic and legaroducts and services to residential consunséate and
local governments, small to medium-sized busineasdsnterprise customers that in each case atetbmainly within one of
our six regions. Our strategic products and sesvifiered to these customers include our privaie lbroadband, MPLS,
hosting, video services, and wireless services.|€yacy services offered to these customers comsistirily of local and long-
distance service;

. Wholesale marketsConsists primarily of providing strategic and leg@roducts and services to other domestic andnat®na
communications providers. Our strategic productssarvices offered to these customers are mainhaterline (including
special access) and MPLS. Our legacy servicesenffer these customers include UNEs which allowvdwlesale customers
the use of our network or a combination of our reknand their own networks to provide voice andhdsgrvices to their
customers, long-distance and switched access ssyvic

. Enterprise markets—networlConsists primarily of providing strategic and legaetwork communications products and
services to national and international enterprimkgovernment customers. Our strategic productseandces offered to these
customers include our private line, broadband, MBh®& hosting services. Our legacy services offeratlese customers cons
primarily of local and long-distance services; and

. Enterprise markets—data hostin@.onsists primarily of providing colocation, manddmsting and cloud hosting services to
national and international enterprise and goverrroestomers.

Due to system limitations, we have detegdithat it is impracticable to report 2010 segnigformation using our segment structure
described above. As such, only 2011 financial Hatbeen revised under our segment structure dedabove.

We now report financial information sepahatfor each of these segments; however, our segim@nmation does not include capital
expenditures, total assets, or certain revenueggnehses that we manage on a centralized baseramaly reviewed by our chief operating
decision maker ("CODM") on a consolidated basis: §agment results are not necessarily indicativb@fesults of operations that our
segments would have achieved had they operatadrad-alone entities during the periods presentedagditional information about our
segments, see Note 13—Segment Information to theatiolated financial statements in Item 8 of tkisart and "Results of Operations—
Segment Results" below.

On January 3, 2013, we announced a reargiom of our operating segments. Consequentlyinbetg with the first quarter of 2013, we
will report the following four segments in our cofidated financial statements: consumer, busings|esale and data hosting. The primary
purpose of the reorganization is to strengtherf@tus on the enterprise business market while ooirtg our commitment to our hosting and
consumer customers. The reorganization combindedrsssales and operations functions that resid#tkienterprise markets—network
segment and the regional markets segment intoavebisiness segment. The remaining customers sdrigicthe regional markets segment
will become the new consumer segment. Our wholesal&ets and enterprises markets—data hosting segmwél not be impacted by the
organizational realignment.
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Results of Operations

The following table summarizes the resaftsur consolidated operations for the years er@iscember 31, 2012, 2011 and 2010. Our
operating results include operations of Savvigpkmiods after July 15, 2011 and Qwest for peridtes &pril 1, 2011.

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

Operating revenue $ 18,37¢ 15,35: 7,042
Operating expenst 15,66 13,32¢ 4,98
Operating incom 2,71 2,02t 2,06(
Other income (expens (1,469 (1,077) (529
Income tax expens 47¢ 37t 58:%
Net income $ 777 57: 94¢

Basic earnings per common sh $ 1.2¢ 1.07 3.13

Diluted earnings per common shi $ 1.2¢ 1.07 3.1:

Due to our acquisitions of Qwest on ApriPD11 and Savvis on July 15, 2011, our 2012 operaesults reflect a full year of Qwest's and
Savvis' results, as compared to our 2011 operagisiglts, which reflect only nine months of Qwesperating results and five and a half mo
of Sawvis' operating results.

The increase in net income in 2012 was griljndue to the 2012 period containing a full yeQwest's operating results compared to th
2011 period only containing nine months and a §icanit decrease from 2011 in the amount of acdarsiseverance and integration expenses
resulting from our recent acquisitions, as preskirtéhe table under the "Overview" section abdwee lower levels of net income in 2011 as
compared to 2010 were primarily due to increasepiaition, severance and integration expensedatable to the April 1, 2011 acquisition
Qwest. The post-acquisition operations of LegacywBaand Legacy Qwest, which included substangaksance and integration expenses an
significant acquisition accounting adjustmentsépréciation and amortization expense based onti@tuastimates, did not contribute
significantly to our consolidated net income in 20%ee Note 2—Acquisitions and Note 3—Goodwill, Boer Relationships and Other
Intangible Assets to the consolidated financiaesteents in Item 8 of this report. Within our Lega&@gnturyLink business, growth in strategic
services revenues (which we describe further betha/hot fully offset lower revenues from othensgees and products, further contributing to
decreases in consolidated net income.

Diluted earnings per common share in 20&8 tigher than 2011 as a result of increased oeftria for 2012. Diluted earnings per
common share in 2011 was substantially lower tharamounts for the corresponding period of 2010tdukecreases in net income, as well a
increases in the weighted average number of oulistgrtommon shares. The increase in the weightethge number of outstanding common
shares during 2012 and 2011 was primarily attritetéo the issuance of approximately 294 millioargls in connection with the Qwest
acquisition on April 1, 2011 and the issuance gfrapimately 14.3 million shares in connection wiitle Savvis acquisition on July 15, 2011.
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The following table summarizes our broadbsnbscribers, access lines and number of employees

As of December 31
2012 2011 2010
(in thousands)

Operational metrics

Broadband subscribe 5,84¢ 5,65z 2,34¢
Access line: 13,74¢ 14,58¢ 6,48¢
Employees 47.C 497 20.2

During the second quarter of 2012, we ugpdlaur methodology for counting broadband subsgiteinclude residential, business and
wholesale subscribers instead of only residentidlsmall business subscribers. We have restategreuiously reported amounts to reflect

change.

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

promote long-term relationships with our custombreugh bundling of integrated services;

provide new services, such as video, cloud hostiranaged hosting, colocation and other additiosadises that may become
available in the future due to, among other thirgs/ances in technology or improvements in ouastfucture;

provide our broadband and premium services to lagnigercentage of our customers;
pursue acquisitions of additional assets if avégla attractive prices;
increase usage of our networks; and

market our products and services to new custemer

Operating Revenues

We currently categorize our products, ssrsiand revenues among the following four categorie

Strategic serviceswhich include primarily broadband, private linec{uding special access which we market to whddeaad
business customers who require dedicated equipiméransmit large amounts of data between site8)L.$(which is a data
networking technology that can deliver the quatityservice required to support real-time voice gitg0), hosting (including
cloud hosting and managed hosting), colocationeiit, video (including resold satellite and owilfaes-based video
services), VolP and Verizon Wireless services;

Legacy serviceswhich include primarily local, long-distance, ssfied access, public access, ISDN (which usesaegul
telephone lines to support voice, video and dapdieations), and WAN services (which allows a locaimunications network
to link to networks in remote locations);

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

Other revenuesyhich consists primarily of USF revenue and surghar Unlike the first three revenue categoriessrothvenue
are not included in our segment revenues.
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The following table summarizes our opetievenues under our current revenue categorizatioch is presented in a manner that we
believe will be useful for understanding the relevaends affecting our business:

Years Ended

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

Strategic
services $ 8,361 6,26 307 1,207 58& 2,09¢
Legacy
services 8,28 7,672 (633) 1,24¢ — 61t
Data
integratio 672 537 19 11€ — 13t
Other 1,05¢ 88( 44 132 — 17€
Total
operating
revenues $  18,37¢ 15,35: (263%) 2,70% 58E 3,02t

During 2012, operating revenues attribwgdblcertain products and services were recladgiften legacy services to strategic services.
Due to system limitations, we have determined ithahpracticable to restate 2010's operating regsria conform to our current revenue
categorization. For comparability purposes, we hagkided our operating revenues for the years éerember 31, 2011 and 2010 undel
prior revenue categorization:

Years Ended

December 31, Increase (Decrease
2011 2010 CenturyLink Qwest Sawvis Total
(Dollars in millions)

Strategic
services $ 6,254 2,04¢ 15C 3,572 482 4,20¢
Legacy
services 7,68( 4,28¢ (489) 3,87¢ — 3,392
Data
integratio 537 15¢ (23 40z — 37¢
Other 88C 547 (29 357 — 338
Total
operating
revenues $  15,35! 7,04 (380 8,20¢ 482 8,30¢

Our operating revenues increased subsligritidboth 2012 and 2011 as compared to 2011 &id 2respectively, due to our acquisitions
of Qwest on April 1, 2011 and Savvis on July 151 P(Total operating revenues increased $3.02%hillh 2012 as compared to 2011 and
increased $8.309 billion in 2011 as compared td28% reflected in the chart above, our acquisgiohQwest and Savvis contributed
incremental operating revenues (net of intercommimyinations) of $2.7 billion and $585 million,sectively, to our 2012 revenues. Legacy
CenturyLink operating revenues decreased $263amjllbr 1.7%, in 2012 and $380 million, or 5.4%2011 as compared to the prior year
period. These decreases were primarily attributatbbieclines in legacy services revenues, whidectfd the continuing loss of access lines ir
our markets. At December 31, 2012, we had 13.74&maccess lines, of which 8.055 million wereliegacy Qwest's markets. Access line
our Legacy CenturyLink markets declined to 5.698iom at December 31, 2012 from 6.051 million atcBmber 31, 2011, a decrease of 5.
during 2012, and were 6.489 million at December2®1,0, a decrease of 6.75% during 2011. We betlexelecline in the number of access
lines was primarily due to the displacement ofitradal wireline telephone services by other coritjwet products and services. We estimate
that our access lines loss will be between 5.4%59%b in 2013. Our legacy services revenues wareradgatively impacted in 2012 by the
continued reduction in access revenues and cortimigration of customers to bundled service offgsiat lower effective rates. The decre
in our legacy services revenues were partiallyatffyy higher revenues from strategic services ne@gnEthernet,
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MPLS, Internet Protocol Television ("IPTV"), VolPd broadband services accounted for a majorith@fjrowth in strategic services
revenues.

We are aggressively marketing our strategiwices (including our data hosting services)@atd integration to offset the continuing
declines in our legacy services revenues. We believ recent acquisitions of Savvis and QweststiBngthen our ability to achieve this goal.

Further analysis of our operating revertuesegment is provided below in "Segment Results."
Operating Expenses
Our current definitions of operating expeare as follows:

. Cost of services and products (exclusive of deptieei and amortizationdre expenses incurred in providing products and
services to our customers. These expenses inadung@oyee-related expenses directly attributablepterating and maintaining
our network (such as salaries, wages, benefitpesfdssional fees); facilities expenses (whichudel third-party
telecommunications expenses we incur for usingratheiers' networks to provide services to outauners); rents and utilities
expenses; equipment sales expenses (such as @gtafiion and modem expenses); costs for univeesaice funds ("USF")
(which are federal and state funds that are estsddlito promote the availability of telecommunizasi services to all consumers
at reasonable and affordable rates, among othegghand to which we are often required to conteépand other expenses
directly related to our network and hosting operadi

. Selling, general and administrative expenaescorporate overhead and other operating expehisese expenses include:
employee-related expenses (such as salaries, watgraal commissions, benefits and professiorneg)eirectly attributable to
selling products or services and employekated expenses for administrative functions; reng and advertising; taxes (suct
property and other taxes) and fees; external cosiamis; bad debt expense; and other selling, geaathhdministrative
expenses.

These expense classifications may not bgpeoable to those of other companies.

During 2012 and 2011, our operating expeimsereased substantially in comparison to 2011281d primarily due to our acquisitions of
Qwest and Savvis.

The following tables summarize our opegtxpenses:

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

Cost of

services

and

products

(exclusive

of

depreciatic

and

amortizatic $ 7,63¢ 6,32¢ 73 1,082 30t 1,31¢
Selling,

general an

administra 3,24¢ 2,97¢ (367) 482 152 26¢
Depreciation

and

amortizatic 4,78( 4,02¢ (149 741 162 754

Total
operating
expense: $ 15,66 13,32¢ (589 2,30¢ 62(C 2,337
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Years Ended
December 31, Increase (Decrease
2011 2010 CenturyLink Qwest Sawvis Total
(Dollars in millions)

Cost of

services

and

products

(exclusive

of

depreciatic

and

amortizatic $ 6,32 2,54¢ (4 3,52 262 3,781
Selling,

general an

administra 2,97t 1,004 60 1,791 12C 1,971
Depreciation

and

amortizatic 4,02¢ 1,43¢ 72 2,39¢ 12€ 2,592
Total

operating

expense: $  13,32¢ 4,98 12¢ 7,70¢ 50¢ 8,344

The acquisitions of Qwest and Savvis largeintributed to the increase in total operatingemses of $2.337 billion in 2012. Excluding
the effects of Legacy Qwest and Legacy Savvis esggrtotal operating expenses in 2012 decreasédriin, or 4.4%, due primarily to
decreases in employeelated expenses, severance and integration expezlaéing to our recent acquisitions and depririatnd amortizatio
expense. The increase in total operating experfsk® 844 billion in 2011 was largely attributabtethe inclusion of $7.7 billion in post-
acquisition Legacy Qwest operating expenses (niett@fcompany eliminations) in our consolidatedragiag expenses. In addition, the
acquisition of Savvis on July 15, 2011 increasedoomsolidated operating expenses for 2011 by $5iln. As discussed in the "Overview"
section, our operating expenses for 2012, 20112840 included substantial severance and integratsts related to the Qwest, Savvis and
Embarq acquisitions as well as significant acgioisibccounting adjustments to depreciation and tinadion expense. See Note 2—
Acquisitions and Note 3—Goodwill, Customer Relasibips and Other Intangible Assets to the consa@aifinancial statements in Iltem 8 of
this report. Excluding the effects of Legacy Qwastl Legacy Savvis expenses, total operating expens911 increased $128 million, or
2.6%, due primarily to integration costs associatéd the Qwest acquisition and increased costga¥iding our facilitiesbased video servic
to more customers.

For the year ended December 31, 2012, lyeGaaturyLink cost of services and products (exekisf depreciation and amortization)
were slightly lower as compared to 2011. Duringytear, we experienced decreases in severanceesaad wages and related benefits, w
were partially offset by increases in customer pserequipment and maintenance costs, network egpand contractor costs. Cost of service
and products for Legacy CenturyLink operations vedatively unchanged in 2011. For 2011, $55 milladrhigher costs of services and
products associated with providing our facilitiessed video service were substantially offset bg&fillion decrease in salaries and benefits
and a $20 million decrease in facilities costs eisged with the migration of legacy Embarq longtaiee traffic to our internal networks.

Legacy CenturyLink selling, general and adstrative expenses decreased $367 million, d¥%62#r 2012 as compared to 2011, while
selling, general and administrative expenses ise&$60 million, or 6.0%, for 2011 as compareddd®@ The decrease in 2012 primarily was
due to a decrease in severance and integratiomsepeelating to our recent acquisitions, as vl decrease in salaries, wages, and emp
benefits due to a reduction in headcount. Foretiiqols presented, our expenses include signifttansaction, severance and integration
expenses related to the Qwest, Savvis and Embgrgsitions (see table in "Overview" above). Chanigate timing and amount of Qwest ¢
Sawvis integration expenses resulted in a net@serén Legacy CenturyLink's 2011 selling, genenal administrative expenses compared to
2010. This increase was partially offset by a deseeof $33 million in 2011 in operating taxes, whigere primarily due to favorable property
tax and transaction tax settlements. In additior2d11 we had a decrease of $20 million in comp@rsaxpenses, which were primarily du
workforce reductions and lower pension expense.
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Effective January 1, 2012, we changed atesrof capitalized labor as we transitioned cewéiQwest's legacy systems to our historical
company systems. This transition resulted in ameséd $40 million to $55 million increase in the@unt of labor capitalized as an asset
compared to the amount that would have been ciggithif Qwest had continued to use its legacy sgstand a corresponding estimated
$40 million to $55 million decrease in operatingerses for the year ended December 31, 2012. Thoetien in expenses described above
of tax, increased net income approximately $25iomilto $34 million, or $0.04 to $0.05 per basic aildted common share, for the year ende
December 31, 2012.

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

Further analysis of our operating expetisesegment is provided below in "Segment Results."
Other Consolidated Results
The following tables summarize our totddestincome (expense) and income tax expense:

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

Interest

expens $ (1,319 (2,072 62 16¢ 16 247
Net loss

on

early

retirem

of debt (79 (8) 17¢ (8 — 171
Other

income

(expen 35 3 32 @ 1 32

Total
other
income
(expen $ (1,463 (1,077 273 16C 17 38¢€

Income
tax
expens $ 47% 37t nm nm nm 98

Years Ended
December 31, Increase (Decrease
2011 2010 CenturyLink Qwest Sawvis Total
(Dollars in millions)

Interest

expens $ (1,072) (549 34 48¢ 8 52¢
Net loss

on

early

retirem

of debt (8) — — 8 — 8
Other

income

(expen 3 15 17 2 3 12
Total

other

income

(expen $ (1,077) (529 51 492 5 54¢

Income
tax
expens $ 37t 58¢ nm nm nm (20¢)




nm—Attributing changes in income tax expense toattguisitions of Savvis and Qwest is
considered not meaningft
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Interest Expense

Interest expense for the year ended DeceB81he2012 increased by $247 million compared tb12T his increase is primarily due to the
2012 period containing a full year of Qwest intégense compared to the 2011 period containihgrone months. Interest expense
increased $528 million in 2011 primarily due tolteg debt balances associated principally with dsbtimed in the Qwest acquisition and
incurred to finance the Savvis acquisition. SeeeNbt-Long-term Debt and Credit Facilities to thesmidated financial statements in Item 8
of this report and "Liquidity and Capital Resourckslow for additional information about those santions.

Interest expense for Legacy CenturyLinkéased $62 million, or 5.8%, in 2012 compared tb12énd increased $34 million, or 6.3%, in
2011 compared to 2010. The increase in both ysashstantially due to interest on our $2 billiggregate principal amount of senior notes
issued in June 2011 to finance the Savvis acquiisiihe 2012 increase is due to those notes beitstemding for a full year versus a partial
year in 2011. The 2011 increase was due to tha®ss being outstanding for a partial year versusahatl in 2010

Net Loss on Early Retirement of Debt
In the fourth quarter of 2012, QCII redeénsertain of its outstanding debt securities, whigbulted in a gain of $15 million.

In the second quarter of 2012, our subseicEmbarq and QC completed premium-priced castheteoffers for the purchase of certain of
their respective outstanding debt securities, teguin an aggregate loss of $190 million. Alsdte second quarter of 2012, our subsidiaries
Embarqg and QCII redeemed certain of their respeditstanding debt securities which resulted ietdass of $9 million.

During 2012, QCII and QC redeemed certéitheir outstanding debt securities, which resuited gain of $5 million.

In the fourth quarter and second quart&0dfl, QC redeemed certain of its outstanding setudrities which resulted in a total net loss of
$8 million.

Other Income (Expense)

Other income (expense) reflects certaim@t@ot directly related to our core operationsiuding our share of income from our 49%
interest in a cellular partnership, interest incpgens and losses from non-operating asset disposiand impairments and foreign currency
gains and losses. Other income for Legacy Centakylias greater for the year ended December 31, 20t®mpared to 2011 due to gains or
the sales of our auction rate securities and tbegrtion in 2011 of $16 million in transaction exyses incurred in connection with terminating
an unused bridge loan financing commitment rel&tetie Savvis acquisition. See Note 2equisitions to the consolidated financial statets
in Item 8 of this report. Other income for Legaogn@uryLink decreased $17 million in 2011, as coragao 2010 primarily due to the
$16 million in transaction expenses discussed above

Income Tax Expense

Our income tax expense for the years efmmber 31, 2012 and 2011lincreased $98 milliondaaceased $208 million, respectively,
from the amounts for the comparable prior year. @crease in 2012 was primarily due to a $302 onillior 32%, increase in income before
income tax expense as compared to 2011. Our decie@811 was primarily due to a decrease in incbafere income tax expense, which
was attributable to a decline in operating income iacreased interest expense directly relateda@tquisition of Qwest. For the years endec
December 31, 2012, 2011 and 2010, our effectivenmectax rate was 37.8%, 39.6% and 38.1%, respéctiiee 2012 effective tax rate
reflects the $16 million reversal of a valuatioloalance related to the auction rate securitiesalg is 2012,
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a $12 million benefit related to state NOLs nevaluation allowance, and a $6 million expense dased with reversing a receivable related tc
periods that have been effectively settled withl&®. The 2011 rate increase was due in part todifibn of non-deductible transaction costs
and an $8 million valuation allowance recorded efedted tax assets that require future incomesgfezial character to realize the benefits.
Such increase was partially offset by a $16 millieduction in our valuation allowance related festNOLs due primarily to the effects of a
tax law change in one of the states in which weatpe Certain merger-related costs incurred du2it) are also non-deductible for income
tax purposes and similarly increased our effedgticeme tax rate. See Note 12—Income Taxes to theddiolated financial statements in

Item 8 of this report and "Income Taxes" belowddditional information.

Segment Result

As described further above under the heptiianagement's Discussion and Analysis of Findri@@mdition and Results of Operations—
Overview," we revised our segment structure in 2@ restated previously reported segment reqlthé year ended December 31, 2011 to
conform to our 2012 segment presentation. Thevatlg table summarizes our segment results for 20022011 under our segment
categorization at December 31, 2012.

Years Ended December 31

2012 2011
(Dollars in millions)

Total segment revenu $ 17,32( 14,47:
Total segment expens 8,09« 6,51
Total segment incom $ 9,22¢ 7,95¢
Total margin percentac 53% 55%
Regional markets

Revenue! $ 9,87¢ 8,74:

Expense! 4,21¢ 3,67:

Income $ 5,65¢ 5,07(

Margin percentag 57% 58%
Wholesale market:

Revenue! $ 3,721 3,30¢

Expense! 1,113 1,021

Income $ 2,60¢ 2,28¢

Margin percentag 70% 69%
Enterprise marke—network:

Revenue! $ 2,60¢ 1,93:

Expense! 1,891 1,45(

Income $ 71¢€ 482

Margin percentag 28% 25%
Enterprise marke—data hosting

Revenue! $ 1,11¢ 49C

Expense! 86¢ 36¢

Income $ 24¢€ 121

Margin percentag 22% 25%
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Due to system limitations, we have detegdithat it is impracticable to restate 2010's refgbsegments to conform to our current seg
categorization at December 31, 2012. For compatapilirposes, we have included our segment infaondor the years ended December 31,
2011 and 2010 based on the segment categorizadamene operating under at the end of 2011.

Years Ended December 31,

2011 2010
(Dollars in millions)

Total segment revenu $ 14,47 6,49¢
Total segment expens 6,53¢ 2,40:¢
Total segment incom $ 7,93¢ 4,09:
Total margin percentac 55% 63%
Regional markets

Revenue! $ 7,83: 4,64(

Expense! 3,39¢ 1,78

Income $ 4,43¢ 2,851

Margin percentag 57% 62%
Business market:

Revenue! $ 2,861 26€

Expense! 1,73¢ 12C

Income $ 1,12¢ 14€

Margin percentag 39% 55%
Wholesale market:

Revenue! $ 3,29t 1,58¢

Expense! 1,021 50C

Income $ 2,27¢ 1,08¢

Margin percentag 69% 69%
Savvis operation:

Revenue:! $ 48= _

Expense! 38C —

Income $ 10s —

Margin percentag 21% —

The lower levels of margin percentage &gional markets and business markets in 2011 weraply attributable to the inclusion of
Qwest's results beginning April 1, 2011.
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The following table reconciles our totafjseent revenues and total segment income presebte@ & operating revenues and operating
income reported in our consolidated statementpefations.

Years Ended December 31

2012 2011 2010
(Dollars in millions)

Total segment revenu $ 17,32( 14,47 6,49¢
Other operating revenu 1,05¢ 88( 547
Operating revenues reported in our

consolidated statements of operati $ 18,37¢ 15,35 7,042
Total segment incom $ 9,22¢ 7,95¢ 4,092
Other operating revenu 1,05¢ 88( 547
Depreciation and amortizatic (4,780 (4,026 (1,439
Other unassigned operating exper (2,789 (2,787) (2,145
Operating income reported in our

consolidated statement of operatis $ 2,71: 2,02¢ 2,06(

Our segment revenues include all revenumes bur strategic and legacy services and datgratien as described in more detail above.
Segment revenues are based upon each customssiicidion to an individual segment. We report segment revenues based upon all
services provided to that segment's customers.epat our segment expenses for our four segmeritdlaws:

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

. Allocated expensegihich include network expenses, facilities expermebother expenses such as fleet and real egfaases

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

During the second quarter of 2012, as weganized our business into our four segmentsdisated above, we further revised our
methodology for how we allocate our expenses tasegments to better align segment expenses witedetevenues. Under our revised
methodology, we no longer allocate certain prodigstelopment costs to our segments, but we do nioeaaé certain expenses from our
enterprise markets—data hosting segment to our thihee segments. We restated our segment reeul@®11 to reflect these changes in our
methodology. We determined that it was impractiedblrecast our segment results for 2010 underamised methodology.

We do not assign depreciation and amontimaxpense to our segments, as the related asstsapital expenditures are centrally
managed. Similarly, severance expenses, restrugtakpenses and, subject to an exception for dergise markets—data hosting segment,
certain centrally managed administrative functiggh as finance, information technology, legal hachan resources) are not
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assigned to our segments. Interest expense ieathoded from segment results because we manadiancing on a total company basis anc
have not allocated assets or debt to specific setgmie addition, other income (expense) does elate to our segment operations and is
therefore excluded from our segment results.

As discussed under the heading "Managembigtussion and Analysis of Financial Conditiod &esults of Operations—Overview",
beginning in the first quarter of 2013, we planmdport our operations under the following four segis: consumer, business, wholesale and
data hosting.

Regional Markets
The operations of our regional markets sagrhave been impacted by several significant seimdluding those described below.

. Strategic servicesWe continue to focus on increasing subscribermuotbroadband services in our regional markets segrn
order to remain competitive, we believe continuatigreasing connection speeds is important. Asaltileve continue to invest
in our (broadband) network, which allows for théivky of higher speed broadband services. Whaditional broadband
services are declining, they have been more thiaetdby growth in fiber-based broadband services.al$o continue to expand
our product offerings including facilities-based@d services, Ethernet, MPLS and other manageitesrand we continue to
refine our marketing efforts as we compete in aunag market in which most consumers already hawadband services. We
expect these efforts will improve our ability tongpete and increase our strategic revenues;

. Facilities-based video expense&s we continue to expand our facilities-based @idervice infrastructure, we are incurring
start-up expenses in advance of the revenue tisageahvice is expected to generate. Although, e, we expect that our
revenue for facilities-based video services wifsef the expenses incurred, the timing of this meeegrowth is uncertain;

. Access linesOur 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 examplayroansumers are
substituting cable and wireless voice and electramil, texting and social networking servicestfaditional voice
telecommunications services. We expect that theesters will continue to negatively impact our besis. As a result of the
expected loss of revenues associated with aceess live continue to offer service bundling and opleduct promotions to he
mitigate this trend, as described below;

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

. Data integration. We expect both data integration revenue and tlagedecosts will fluctuate from quarter to quassrthis
offering tends to be more sensitive than othexhtmges in the economy and in spending trendsrastate and local
government customers, many of whom have recenfigrenced budget cuts; and

. Operating efficienciesWe continue to evaluate our operating structucefanous. This involves balancing our segment

workforce in response to our workload requirememtsductivity improvements and changes in industompetitive,
technological and regulatory conditions.
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The following table summarizes the resaftsperations from our regional markets segment:

Regional Markets Segmen

Years Ended

December 31, Increase / (Decrease

2012 2011 CenturyLink Qwest Sawvis Total
(Dollars in millions)

Segment revenue

Strategic
services $ 3,60 2,89( 16¢ 54€ 3 717

Legacy service 5,99¢ 5,59: (399 802 — 402

Data integratiol 273 26C (19 32 — 13

Total revenue 9,87¢ 8,74: (250 1,38( 3 1,13¢
Segment expenst

Direct 3,93¢ 3,46¢ (49) 514 — 47C

Allocated 27¢ 204 52 20 3 75

Total expense 4,21¢ 3,67: 8 534 3 54t
Segmentincom $ 5,65¢ 5,07( (258) 84¢€ — 58¢
Segment margin

percentagt 57% 58%

Segment Income

The acquisition of Qwest on April 1, 20&tdely contributed to an increase in our regionatkets segment income of $588 million for
the year ended December 31, 2012 as compared fo @0t consolidated segment margin percentage nedaelatively unchanged from 2(
to 2012. Segment income for our Legacy Centurylop&rations decreased $258 million as compared1a 2&flecting declines in revenues
while expenses remained relatively flat.

Segment Revenues

Excluding revenues attributable to the loyg@west and Legacy Savvis acquisitions, regiorelkets revenues decreased $250 millior
2.9%, for the year ended December 31, 2012 as aeuipa 2011 due to declines in legacy servicesmaee and the implementation of the
CAF order, partially offset by growth in strategiervices revenues. Legacy services revenues dedrpamarily due to declines in local and
long-distance services associated principally aitbess line losses resulting from the competitresgures and product substitution described
previously. Growth in strategic services revenuas wrincipally due to increases in the number o&dliband subscribers as well as volume
increases in our facilities-based video, Etheraeti MPLS services.

Segment Expenses

Regional markets total expenses, exclusiteegacy Qwest and Legacy Savvis expenses, ineded® million for the year ended
December 31, 2012 as compared to 2011, due tocesmise in allocated expenses. Allocated expensesaised primarily due to our updated
methodology more fully allocating to our segmergsaork and building rent and related power experiBgsct expenses decreased due to
decreases in employee related expenses, fleet @apand marketing costs, which were partially vtigeincreases in customer premise
equipment costs and network service costs.
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Wholesale Markets
The operations of our wholesale marketsmeey have been impacted by several significantisgimcluding those described below:

. Private line services (including special accesBemand for our private line services continuemeoease, despite our
customers' optimization of their networks, industonsolidation and technological migration. While expect that these factors
could negatively impact our wholesale markets segnvee ultimately believe the bandwidth consumptioowth in our fiber-
based special access services provided to wiretgsers for backhaul will, over time, offset thectine in copper-based special
access services provided to wireless carriersegsrthigrate to Ethernet services, although the tingind magnitude of this
technological migration is uncertain;

. Access and local services revenu€air access and local services revenues have bdemeaexpect will continue to be,
adversely affected by technological migration, istdyl consolidation, regulation and rate reductidits. example, wholesale
consumers are substituting cable, wireless and gel#ices for traditional voice telecommunicatisasvices, resulting in
continued access revenue loss. We expect thesedadill continue to adversely impact our wholesalgrkets segment;

. Switched access revenuaddle believe that changes related to the Connectrismand Intercarrier Compensation Reform orde
("CAF order") adopted by the Federal CommunicatiGosmission (“FCC") on October 27, 2011 will subsitly increase the
pace of reductions in the amount of switched acomgnues we receive in our wholesale markets segme

. Long-distance services revenud&¥holesale longdistance revenues continue to decline as a resaltsbomer migration to moi
technologically advanced services, price compressieclining demand for traditional voice servieesl industry consolidation;
and

. Operating efficienciesWe continue to evaluate our operating structucefanous. This involves balancing our segment

workforce in response to our workload requirementsductivity improvements and changes in industompetitive,
technological and regulatory conditions. We alspest our wholesale markets segment to benefiteatir from enhanced
efficiencies in our company-wide network operations
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The following table summarizes the resafteperations from our wholesale markets segment:

Wholesale Markets Segmen

Years Ended

December 31, Increase / (Decrease

2012 2011 CenturyLink Qwest Sawvis Total
(Dollars in millions)

Segment revenue

Strategic
services $ 2,29¢ 1,91t 33 33¢ 9 381

Legacy service 1,42¢ 1,38¢ (219 24¢ — 35

Data integratiol 1 1 — — — —

Total revenue 3,721 3,30¢ (180 587 9 41€
Segment expenst

Direct 16¢ 174 (18 13 — 5)

Allocated 94¢ 847 (60) 15E 6 101

Total expense 1,115 1,021 (78) 16€ 6 96
Segmentincom $ 2,60 2,28¢ (102) 41¢ 3 32C
Segment margin

percentagt 70% 69%

Segment Income

The acquisition of Qwest on April 1, 20&tdely contributed to an increase in our wholessekets segment income of $320 million for
the year ended December 31, 2012 as compared fo 38gment income for our Legacy CenturyLink operatdecreased $102 million for
year ended December 31, 2012 as compared to 260atgriy reflecting declines in revenues, as diseasfurther below

Segment Revenues

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

Segment Expenses

Wholesale markets expenses, exclusive gatg Qwest and Legacy Savvis expenses, decrea8edithion, or 7.6%, for the year ended
December 31, 2012 as compared to 2011. The dedrehsgacy CenturyLink wholesale markets expensas pvimarily due to a lower
allocation of fleet and network real estate expemkee to the above-described updated expensetaiocaethodology and to reductions in
employee related expenses.
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Enterprise Markets—Network

The operations of our enterprise marketstworkk segment have been impacted by several sigmifitrends, including those described
below.

. Strategic servicesOur mix of total segment revenues continues taabégfrom legacy services to strategic servicesuas
enterprise and government customers increasinghadd customized and integrated data, Internet aie services. We offer
to our enterprise customers diverse combinatioqpaducts and services such as private line, MRIdS\IP services. We
believe these services afford our customers mesghility in managing their communications needd anable us to improve
the effectiveness and efficiency of their operagiohlthough we are experiencing price compressioour strategic services d
to competition, we expect overall revenues frons¢éhservices to grow;

. Legacy servicesWe face intense competition with respect to ogady services and continue to see customers migratvay
from these services into strategic services. Intixahg our legacy services revenues have beenywanelxpect they will continue
to be, adversely affected by access line lossepaogel compression;

. Data integration. We expect both data integration revenue and tlagedecosts will fluctuate from quarter to quassrthis
offering tends to be more sensitive than othehtanges in the economy and in spending trendsrdiederal government
customers. In addition, changes to our compensatiograms, which focus on higher margin strategiwises, could negatively
impact data integration revenues; and

. Operating efficienciesWe continue to evaluate our operating structucefanous. This involves balancing our segment
workforce in response to our productivity improvensewhile achieving operational efficiencies angbioving our processes

through automation. We also expect our enterprigekets—network segment to benefit indirectly fronm&nced efficiencies in
our company-wide network operations.

The following table summarizes the resaftsperations from our enterprise markets—netwensent:

Enterprise Markets—Network Segment

Years Ended

December 31, Increase / (Decrease

2012 2011 CenturyLink Qwest Sawvis Total
(Dollars in millions)

Segment revenue

Strategic
services $ 1,34 967 56 314 7 377
Legacy service 867 69C (21) 19¢ — 177
Data integratior 39¢ 27¢ 38 84 — 12z
Total
revenues 2,60¢ 1,93 73 59€ 7 67€
Segment expenst
Direct 781 56¢ 33 18C — 213
Allocated 1,11(C 882 (40 261 7 22¢
Total expense 1,891 1,45( ) 441 7 441
Segmentincom  $ 71€ 48: 80 15¢ — 23t
Segment margin
percentagt 28% 25%
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Segment Income

The acquisition of Qwest on April 1, 201bstantially increased the scale of our enterpriagkets—network segment, resulting in an
increase of $235 million in segment income foryhar ended December 31, 2012 as compared to 288iet income for our Legacy
CenturyLink operations increased $80 million foe shear ended December 31, 2012 as compared to @odxBrily reflecting an increase in
revenues.

Segment Revenues

Excluding revenues attributable to the loyg@west and Legacy Savvis acquisitions, enterpniaekets—network segment revenues
increased by $73 million for the year ended Decearlie2012 as compared to the year ended Decenb@031. The increase was primarily
due to growth in strategic services revenues fraeneiased volumes of MPLS services and increasedmiagration revenues from
maintenance and installation of customer premisgpeent. Lower revenues from legacy services weiked by access line losses and price
compression partially offset the increases in egiatservices revenues and data integration regenue

Segment Expenses

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

Enterprise Markets—Data Hosting

The operations of our enterprise marketsta-Hasting segment is largely comprised of the aipens of our Legacy Savvis services for
periods after the July 15, 2011 acquisition dateictvhave been impacted by significant trends uidiclg those described below.

. Colocation. Colocation is designed for clients seeking datderespace and power for their server and netwgr&guipment
needs. Our data centers provide our domestic dachational clients with a secure, high-poweredppse-built location for
their IT equipment. We anticipate continued pricprgssure for these services as wholesale vendtestbe enterprise
colocation market; however, we believe that our biption of global data center assets, operatierpértise and broad range
of services strengthens our competitive position;

. Managed hostingOur managed hosting services provide a fully madagplution for a customer's IT infrastructure artivork
needs, and include dedicated and cloud hostingcssrwitility and computing storage, consulting amhaged security services.
We expect increasing pricing pressure on the mahhgsting business from competing cloud hostingraffys. However, we
remain focused on expanding our managed hostingdsss specifically in our cloud hosting offeringd)ich we believe is a k¢
to growth. We believe that we have continued tergjthen our position in the cloud hosting markeabging differentiating
features to our cloud hosting products; and

. Operating efficienciesWe continue to evaluate our operating structucefanous. This involves balancing our segment

workforce in response to our workload requirementsductivity improvements and changes in industompetitive,
technological and regulatory conditions.
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The following table summarizes the resaftsperations from our enterprise markets—dataihgstegment:

Enterprise Markets—Data Hosting Segmen
Years Ended

December 31, Increase / (Decrease
2012 2011 CenturyLink Qwest Sawvis Total
(Dollars in millions)
Segment
revenues
Strategic
services $ 1,114 49C 5C 8 56€ 624
Total revenue 1,11« 49C 50 8 56€ 624
Segment
expenses
Direct 94C 41k 56 11 45¢ 52E
Allocated (72) (46) 1 (10 a7 (26)
Total expense 86¢ 36¢ 57 1 441 49¢
Segmentincom  $ 24¢ 121 (7) 7 12t 12t
Segment margin
percentagt 22% 25%

Segment Income

The acquisition of Savvis on July 15, 2@ubstantially increased the scale of our enterpnigekets—data hosting segment, resulting ir
increase of $125 million in our segment incomethar year ended December 31, 2012 as compared y@#neended December 31, 2011.

Segment Revenues

Savvis operations accounted for 97% ofesierprise markets—data hosting segment revenudisdgear ended December 31, 2012.
Growth in strategic services is driven by roughiyiealent increases in both colocation and managsting.

Segment Expenses

Excluding the expenses attributable toltbgacy Qwest and Legacy Savvis acquisitions, erigerpnarkets—data hosting segment direct
expenses increased for the year ended Decemb2032,as compared to the year ended December 31,@0darily due to increases in
salaries and benefits caused by a higher headeodrdn increase in facility costs.

Due to the continuing use of Legacy Saaeisounting systems, the direct expenses of ourgeige markets—data hosting segment
includes certain data communication, operationad, selling, general, and administrative costs &énatallocated to our other three segments
are offset by corporate allocated expenses whihited] in a negative net allocation impact.

Other Operational Matters

Approximately 26% of our employees are sabjo collective bargaining agreements that expine October 6, 2012. We are currently
negotiating the terms of new agreements. In thentimaa, the predecessor agreements have been edtemkthe applicable unions have
agreed to provide us with at least 24 hour advaotiee before terminating those predecessor agetsmiéwe fail to extend or renegotiate 1
collective bargaining agreements with our labooasj or if our unionized employees were to engagestrike or other work stoppage, our
business and operating results could
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be materially harmed. See "Risk Facto®ther Risks Affecting Our Business" in Item 1A bistreport. To help mitigate this potential riske
have established contingency plans in which we daskign trained, non-represented employees ta gahye for represented employees in the
event of a work stoppage to provide continuitydar customers.

Critical Accounting Policies and Estimates

Our consolidated financial statements aepared in accordance with accounting principles éine generally accepted in the United
States. The preparation of these consolidated dinhstatements requires management to make es8raat assumptions that affect the
reported amounts of assets, liabilities, revenundsexpenses. We have identified certain policiesestimates as critical to our business
operations and the understanding of our past aeptaesults of operations related to (i) busimessbinations; (i) goodwill, customer
relationships and other intangible assets; (iigparty, plant and equipment; (iv) pension and pestement benefits; (v) loss contingencies
litigation reserves; and (vi) income taxes. Theslicfes and estimates are considered critical bez#luey had a material impact, or they have
the potential to have a material impact, on oursotidated financial statements and because theyreesjgnificant judgments, assumptions or
estimates. We believe that the estimates, judgnamtsissumptions made when accounting for the itkrssribed below are reasonable, base
on information available at the time they are madimvever, there can be no assurance that actudtgesll not differ from those estimates.

Business Combination

We have accounted for our acquisitions wE& on April 1, 2011 and Savvis on July 15, 20@der the acquisition method of accounti
whereby the tangible and separately identifiablarigible assets acquired and liabilities assumedesrognized at their estimated fair values a
the acquisition date. The portion of the purchasmepn excess of the estimated fair value of tetangible and separately identifiable
intangible assets acquired represents goodwill.€Btienates of fair value and resulting allocatiéthe purchase price related to our
acquisitions of Qwest and Savvis involved significastimates and judgments by our managementritirgy at the fair values of assets
acquired and liabilities assumed, we considereddi@ving generally accepted valuation approachies:.cost approach, income approach an
market approach. Our estimates also included assamspabout projected growth rates, cost of capitffibctive tax rates, tax amortization
periods, technology life cycles, the regulatory &whl environment and industry and economic treBdsall changes in the underlying
assumptions could impact the estimates of fairevélyimaterial amounts, which could in turn matgrismhpact our results of operations.

Goodwill, Customer Relationships and Other IntanggbAssets

We amortize customer relationships ovanprily over an estimated life of 10 years to 12ang, using either the sum-of-the-years-digits
or straight-line methods, depending on the typeustomer. We amortize capitalized software, whighsists primarily of assets obtained from
the Qwest acquisition, using the straight-line rodtbver estimated lives ranging up to seven yégproximately $237 million of our
capitalized software represents costs to develdptagrated billing and customer care system ameilsg amortized over a 20 year period tha
began in 2004. We amortize trade names and pateatsapredominantly using the sum-of-the-yearddagier an estimated life of four years.
Other intangible assets not arising from businesstinations are initially recorded at cost. Whéreré are no legal, regulatory, contractual or
other factors that would reasonably limit the uséfe of an intangible asset, we classify the ngible asset as indefinite-lived and such
intangible assets are not amortized. We periodicalliew the estimated lives and methods used tri@e our other intangible assets. The
amount of future amortization expense may diffetarally from current amounts, depending on theiltesof our periodic reviews.
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Our long-lived intangible assets with ind@é lives are tested for impairment annually,wrder certain circumstances, more frequently,
such as when events or circumstances indicate thayebe an impairment. These assets are carriadtatical cost if their estimated fair value
is greater than their carrying amounts. Howeveheir estimated fair value is less than the cagymount, other indefinite-lived intangible
assets are reduced to their estimated fair valhoeitin an impairment charge to our consolidateestants of operations. We early adopted the
provisions of Accounting Standards Update ("ASWJ12-2, Intangibles—Goodwill and Other (Topic 350¢sting Indefinite-Lived Intangible
Assets for Impairment, during the fourth quarteR012, which allows us the option to first revieuatjtative factors to determine the
likelihood of whether the indefinitived intangible asset is impaired before perfogranqualitative impairment test. Under this apphodfowe
determine that it is more likely than not that théefinitedived intangible asset is impaired, we will be riggd to compute and compare the
value of the indefinite-lived intangible assett®darrying amount to determine and measure thainment loss, if any. We completed our
gualitative assessment as of December 31, 2012a@raduded it is not more likely than not that cnalefinite-lived intangible assets are
impaired; thus, no impairment charge was recordetDi 2.

Our goodwill was derived from numerous asitjions where the purchase price exceeded theddire of the net assets acquired. For r
information on our recent acquisitions and resglfair values, see Note 2—Acquisitions to the cdidated financial statements in Item 8 of
this report.

We are required to reassign goodwill tocoréipg units each time we reorganize our interegbrting structure which causes a change in
our operating segments. Goodwill is reassignetieaeporting units using a relative fair value edititon approach. We utilize the earnings
before interest, tax and depreciation as our dilmeanethodology as it represents a reasonableyfdoxhe fair value of the operations being
reorganized.

We have attributed our goodwill balanceto segments at December 31, 2012 as follows:

(Dollars in millions)

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

For additional information on the April2012 reorganization of our segments, see Note 13m8et Information to the consolidated
financial statements in Item 8 of this report.

We are required to test goodwill for impagmt at least annually, or more frequently if egasrta change in circumstances indicate that a
impairment may have occurred. We are required ttevdown the value of goodwill in periods in whittte recorded amount of goodwiill
exceeds the fair value. Our reporting units, whighrefer to as our segments, are not discrete &gdies with discrete financial statements.
Our assets and liabilities are employed in andedlathe operations of multiple reporting uniteefefore, each time we perform goodwiill
impairment analysis on a reporting unit, we estanihe equity carrying value and future cash flofsazh of our segments using allocation
methodologies. Certain estimates, judgments anthgstons are required to perform these allocatitves believe these estimates, judgments
and assumptions to be reasonable, but slight clsangrany of these can significantly affect eaqioréng unit's equity carrying value and
future cash flows utilized for our goodwill impaiemt test. Our annual measurement date for testindwill impairment is September 30. As
of September 30, 2012, we tested for goodwill impaint on our reporting units, which were our fopemting segments (regional markets,
wholesale markets,
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enterprise markets—network and enterprise marketga-bsting) that we recognized following our inedreorganization earlier in 2012.

In the third quarter of 2011, we adopteal phovisions of ASU 2011-08, Testing Goodwill fangairment, which permits us to make a
gualitative assessment of whether it is more likkhn not that a reporting unit's estimated falugas less than its carrying amount before
applying the two-step goodwill impairment test, ethrequires us (i) in step one, to identify potaintnpairments by comparing the estimated
fair value of a reporting unit against its carryiaue and (ii) in step two, to quantify any impaént identified in step one. At September 30,
2012, as a result of the April 1, 2012 internalrgamization of our four segments we did not habaseline valuation to perform a qualitative
assessment. We estimated the fair value of ourdegments using an equal weighting based on a tregskeoach and a discounted cash flow
method. The market approach includes the use opacable multiples of publicly traded companies vehssrvices are comparable to ours.
The discounted cash flow method is based on theepteralue of projected cash flows and a terminhle; which represents the expected
normalized cash flows of the segments beyond thl flaws from the discrete nine-year projectionigmerWe discounted the estimated cash
flows for our regional markets, wholesale markats] enterprise markets—network segments usingedirat represents a market participant's
weighted average cost of capital, which we deteedhito be approximately 6.0% as of the measurenaat(@hich was comprised of an after-
tax cost of debt of 3.2% and a cost of equity d£8. We discounted the estimated cash flows ofoterprise markets—data hosting segmen
using a rate that represents a market participasitihated weighted average cost of capital, whietdetermined to be approximately 11.0%
of the measurement date (which was comprised aftantax cost of debt of 3.2% and a cost of eqoit$2.0%). We also reconciled the
estimated fair values of the segments to our mandgitalization as of September 30, 2012 and caoleduhat the indicated implied control
premium of approximately 14% was reasonable barg@aent transactions in the market place. Basezlioanalysis performed with respect
to our reporting units described above, we conautiat our goodwill was not impaired as of Septendfe 2012.

As of September 30, 2012, based on ousisgberformed with respect to our four reportimifsi the estimated fair value of our equity
exceeded our carrying value of equity for our reglanarkets, wholesale markets, enterprise markeétwork and enterprise markets—data
hosting segments by 19%, 130%, 78% and 10%, regpkct

We may be required to assess our goodavilinfipairment before our next required testing @ditSeptember 30, 2013 under certain
circumstances, including any failure of our futoperating results to meet forecasted expectatioasysignificant increases in our weighted
average cost of capital. In addition, we cannotigsthat adverse conditions will not trigger futgaodwill impairment testing or an
impairment charge. A number of factors, many ofalshive have no ability to control, could affect dimancial condition, operating results and
business prospects and could cause our actuatsésuliffer from the estimates and assumptiongmployed in our goodwill impairment
testing. These factors include, but are not limtted(i) further weakening in the overall econorfiy;a significant decline in our stock price ¢
resulting market capitalization; (iii) changes e tdiscount rate; (iv) successful efforts by ounpetitors to gain market share in our markets;
(v) adverse changes as a result of regulatoryragtiwi) a significant adverse change in legaldegsor in the overall business climate; and
(vii) recognition of a goodwill impairment loss fhe financial statements of a subsidiary thatésmponent of our reporting units. For
additional information, see "Risk Factors" in Ité of this report. We will continue to monitor cairt events that impact our operations to
determine if an interim assessment of goodwill impant should be performed prior to the next regglitesting date of September 30, 2013.
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Property, Plant and Equipmer

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

Normal retirements of property, plant agdipment are charged against accumulated depm@tijatith no gain or loss recognized. Other
types of property, plant and equipment are statedst and, when sold or retired, a gain or lossé®gnized. We depreciate such property on
the straight-line method over estimated serviceslikanging from 3 to 45 years.

We perform annual internal reviews to easduthe reasonableness of the depreciable livasufoproperty, 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 determinetbgbilities to estimate the remaining life of asiset base.

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

We review long-lived assets, other thandyath and other intangible assets with indefiniteek, for impairment whenever facts and
circumstances indicate that the carrying amounte@fissets may not be recoverable. For measurgugrises, long-lived assets are groupe
with other assets and liabilities at the lowestlder which identifiable cash flows are largelyl@pendent of the cash flows of other assets an
liabilities, absent a material change in operatidmsimpairment loss is recognized only if the garg amount of the asset group is not
recoverable and exceeds its fair value. Recovéabfi the asset group to be held and used is meddwy comparing the carrying amount of
the asset group to the estimated undiscountedefuitetr cash flows expected to be generated by Het geoup. If the asset group's carrying
value is not recoverable, an impairment chargedsgnized for the amount by which the carrying ami@d the asset group exceeds its fair
value. We determine fair values by using a commnadf comparable market values and discounted ftasis, as appropriate. During 2012,
we did not incur changes in events or circumstatttaswould indicate that the carrying amountsaflong-lived assets, other than goodwiill
and other intangible assets with indefinite livesyy not be recoverable. As a result, no impairnsbatge was recorded in 2012.

Pension and Po-Retirement Benefits

We sponsor several noncontributory defibedefit pension plans (referred to as our pensiansp for a substantial portion of our
employees. In addition to these tax "qualified" §ien plans, we also maintain several non-qualifiedsion plans for certain eligible highly
compensated employees. We also maintain postiratitebenefit plans that provide health care amditiSurance benefits for certain eligible
retirees.
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Pension and post-retirement health cardifehsurance benefits attributed to eligible dayges' service during the year, as well as
interest on benefit obligations, are accrued cilyeRension and post-retirement benefit expensesegognized over the period in which the
employee renders service and becomes eligibleceive benefits as determined using the projectécdcuedit method. Pension prior service
costs and certain actuarial gains and losses eogmé&zed as components of net periodic expensetbgaverage remaining service period of
participating employees expected to receive bendibst-retirement healthcare prior service castserognized as components of net periodi
expense over the average expected years to fudfibetigibility for active employees. Certain pastirement actuarial gains or losses are
amortized on a straight-line basis over the aveexpected future working lifetime of active emplege

In computing the pension and post-retirenelth care and life insurance benefits expeasdwbligations, the most significant
assumptions we make include discount rate, expeatedf return on plan assets, health care trated :and our evaluation of the legal basi:
plan amendments. The plan benefits covered byataleebargaining agreements as negotiated witremployees' unions can also significal
impact the amount of expense, benefit obligations@ension assets that we record.

The discount rate is the rate at which eikele we could effectively settle the benefit ghtions as of the end of the year. We selecte
discount rate based on a cash flow matching arsaly@ng hypothetical yield curves developed by@naial firm from U.S. corporate bonds
rated high quality and projections of the futuredi& payments that constitute the projected bénéfigation for the plans. This process
establishes the uniform discount rate that prodtleesame present value of the estimated futureftigrayments as is generated by
discounting each year's benefit payments by argpetapplicable to that year. The spot rates usé#uis process are derived from a yield curve
created from yields on the 60th to 90th percewmfile.S. high quality bonds.

The expected rate of return on plan assete long-term rate of return we expect to earth@ plans' assets 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 variousdigarty investment management
organizations. The expected rate of return on pksets is reviewed annually and revised, as negessaeflect changes in the financial
markets and our investment strategy.

To compute the expected return on pensiohpast-retirement benefit plan assets, we applyxaected rate of return to the fair value of
the pension plan assets and to the fair valuesoptist-retirement benefit plan assets adjusteddotribution timing and for projected benefit
payments to be made from the plan assets. Annuddetneolatility for these assets is reflected ibseguent years' net periodic combined
benefits expense.

Changes in any of the above factors coigidificantly impact operating expenses in the cdidsted statements of operations and other
comprehensive (loss) income in the consolidatetgsiants of comprehensive (loss) income as wehasalue of the liability and accumulal
other comprehensive income (loss) of stockholdengity on our consolidated balance sheets. Thectsgheeturn on plan assets is reflected as
a reduction to our pension and postirement benefit expense. If our assumed expeaeted of return for 2012 were 100 basis point®iowur
qualified pension and post-retirement benefit esperwould have increased by $118 million. If owuased discount rates for 2012 were 100
basis points lower, our qualified pension and pestement benefit expenses would have increasekVBymillion and our projected benefit
obligation would have increased by approximately2$8llion. An increase of 100 basis points in thig#ial healthcare cost trend rate would
have increased our post-retirement benefit expbpgi1 million and increased our projected posteetent benefit obligation by $77 million.

The trusts for the pension and post-retietnienefits plans hold investments in equitiegdiincome, real estate and other assets such
private equity assets. The assets held by thests awe

71




Table of Contents

reflected at estimated fair value as of Decembef812. For additional information on our trustéstments, see Note 8—Employee Benefits
to the consolidated financial statements in Iteaf is report.

Loss Contingencies and Litigation Reserv

We are involved in several material legalgeedings, as described in more detail in "Legat®dings" in Item 3 of this report. We as:
potential losses in relation to these and othedipgnor threatened tax and legal matters. For msattet related to income taxes, if a loss is
considered probable and the amount can be reagoestithated, we recognize an expense for the egtihlass. To the extent these estimates
are more or less than the actual liability resglfirom the resolution of these matters, our eaminij be increased or decreased according|
the differences are material, our consolidatedniiia statements could be materially impacted.ltfsg is considered reasonably possible, we
disclose the estimate of the potential loss if maléut we do not recognize any expense for thental loss.

For matters related to income taxes, werdghe that if the impact of an uncertain tax posiis more likely than not to be sustained upol
audit by the relevant taxing authority, then weomtze a benefit for the largest amount that isenliely than not to be sustained. No portion
of an uncertain tax position will be recognizethi position has less than a 50% likelihood of painstained. Though the validity of any tax
position is a matter of tax law, the body of statyt regulatory and interpretive guidance on thgliaption of the law is complex and often
ambiguous. Because of this, whether a tax posititirultimately be sustained may be uncertain. Blerall tax liability recorded for uncertain
tax positions as of the successor dates of Dece@ih&@012 and December 31, 2011, considers theipatied utilization of any applicable tax
credits and net operating losses ("NOLs").

Income Taxes

Our provision for income taxes includes ants for tax consequences deferred to future perddte record deferred income tax assets
liabilities reflecting future tax consequencesibttiable to tax net operating losses, or NOLs ctaxlit carryforwards and differences between
the financial statement carrying value of assetkliabilities and the tax bases of those assetdiabifities. Deferred taxes are computed using
enacted tax rates expected to apply in the yeahioh the differences are expected to affect taxaidome. The effect on deferred income tax
assets and liabilities of a change in tax rateéegnized in earnings in the period that inclutiesenactment date.

The measurement of deferred taxes ofteolneg the exercise of considerable judgment relatdde realization of tax basis. Our deferrec
tax assets and liabilities reflect our assessniatttax positions taken in filed tax returns anglbsulting tax basis, are more likely than not to
be sustained if they are audited by taxing autiesritAlso, assessing tax rates that we expectyly amd determining the years when the
temporary differences are expected to affect taxatmome requires judgment about the future appurient of our income among the states i
which we operate. Any changes in our practicesidginents involved in the measurement of defernedsaets and liabilities could materially
impact our financial condition or results of opéras.

We record deferred income tax assets atdlities as described above. Valuation allowarazesestablished when necessary to reduce
deferred income tax assets to amounts that wevieediee more likely than not to be recovered. Wduata our deferred tax assets quarterly to
determine whether adjustments to our valuationalce are appropriate in light of changes in factsircumstances, such as changes in tax
law, interactions with taxing authorities and dexgghents in case law. In making this evaluationyelg on our recent history of pre-tax
earnings, estimated timing of future deductions lagwkfits represented by the deferred tax assdtewarforecasts of future earnings, the lattet
two
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of which involve the exercise of significant judgm.eAt December 31, 2012, we established a valnatimwance of $281 million, primarily
related to state NOLs, as it is more likely thahthat this amount will not be utilized prior topsation. If forecasts of future earnings and the
nature and estimated timing of future deductiorstaenefits change in the future, we may deternfiaéd valuation allowance for certain
deferred tax assets is appropriate, which couleérizly impact our financial condition or resultsaperations. See Note 12—Income Taxes tc
the consolidated financial statements in Item &isf report for additional information.

Liquidity and Capital Resources
Overview

At December 31, 2012, we held cash and egslvalents of $211 million and we had $1.180dnillavailable under our $2 billion
revolving credit facility (referred to as our "CieBacility”, which is described further below). Biecember 31, 2012, cash and cash equivz
of $58 million were held in foreign bank accourts the purpose of funding our foreign operationsp&riation of some foreign balances is
restricted by local law and subject to United Stdézleral income taxes, less applicable foreigretagits. Excluding cash used for acquisitit
we have generally relied on cash generated by tipasaand our Credit Facility to fund our operataryd capital expenditures and other cash
requirements.

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

We currently expect to continue our curgraictice of paying quarterly cash dividends irpees$ of our common stock, subject to our
board's discretion to modify or terminate this picecat any time.

Credit Facilities

On April 6, 2012, we amended and restatedba.7 billion revolving credit facility to increa the aggregate principal amount available t
$2 billion and to extend the maturity date to A@0IL7. This amended credit facility (the "Creditity") has 18 lenders, with commitments
ranging from $2.5 million to $181 million and allews to obtain revolving loans and to issue upie0dmillion of letters of credit, which upc
issuance reduce the amount available for othensidas of credit. Interest is assessed on borraiising either the LIBOR or the base rate
(each as defined in the Credit Facility) plus apligpble margin between 1.25% and 2.25% per anmmurhlBOR loans and 0.25% and 1.25%
per annum for base rate loans depending on ourdingant senior unsecured lotgym debt rating. Our obligations under the Creditility are
guaranteed by two of our wholly-owned subsidiari&®parg and QCII, and one of QCII's wholly-ownebtisdiaries. In the event of a ratings
decline below "investment grade" as defined, Saawis its operating subsidiaries will become guamanof the Credit Facility. At
December 31, 2012, we had $820 million in borrowiagd no amounts of letters of credit outstandimdeu the Credit Facility.

Under the Credit Facility, we, and our iedit subsidiary, Qwest Corporation, must maintadelat to EBITDA (earnings before interest,
taxes, depreciation and amortization, as definexlinCredit Facility) ratio of not more than 4.@%&nd 2.85:1.0, respectively, as of the last da
of each fiscal quarter for the four quarters thedeel. The Credit Facility also contains a neggtieelge covenant, which generally requires us
to secure equally and ratably any advances undettedit Facility if we
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pledge assets or permit liens on our propertyHerttenefit of other debtholders. The Credit Facdiso has a cross payment default provision
and the Credit Facility and certain of our debtsiies also have cross acceleration provisionseffiresent, these provisions could have a
wider impact on liquidity than might otherwise @risom 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 respkeahy of the matters discussed in Note 15—
Commitments and Contingencies to the consolidateth€ial statements in Item 8 of this report, oeiptcto EBITDA ratios under certain debt
agreements will be adversely affected. This coettlice our financing flexibility due to potentiabtections on incurring additional debt under
certain provisions of our debt agreements or, itage circumstances, could result in a default ure#gtain provisions of such agreements.

In April 2011, we entered into a $160 nofliuncommitted revolving letter of credit facilit December 31, 2012, our outstanding letter
of credit totaled $120 million under this facility.

Stock Repurchase Progra

On February 13, 2013, we announced ourd®approval of a two-year program to repurchaste #m aggregate of $2.0 billion of our
outstanding common stock. We expect to executestiase repurchase program primarily in open mdrkesactions, subject to market
conditions and other factors.

Debt and Other Financing Arrangement

Approximately $176 million of our Centurylk, Inc. Series O 5.500% notes will mature on Apri2013, and $750 million of Qwest
Corporation floating rate senior notes will matareJune 15, 2013. In addition, approximately $5Bioni of Embarq 6.875% notes and
$50 million of Embarq 6.750% notes will mature afyJL5, 2013 and August 15, 2013, respectively.j&ilio market conditions, we expec
continue to issue debt securities from time to timthe future to refinance a substantial portibowur maturing debt, including issuing QC d
securities to refinance its maturing debt. The latdlity, interest rate and other terms of any nemrowings will depend on the ratings assig
to us and QC by credit rating agencies, among sttaetors.

Following our announcement on February?03,3 of changes in our capital allocation plang, oredit agency downgraded CenturyLir
debt credit ratings and another indicated thaadt placed CenturyLink's debt credit ratings undeiew for a downgrade. As of the date of this
report, the credit ratings for the senior unsecu@at of CenturyLink, Inc. and Qwest Corporatiorrevas follows:

Agency CenturyLink, Inc. Qwest Corporation
Standard & Poor' BB BBB-
Moody's Investors Baa3 Baa3

Service, Inc. (under review for (under review for
downgrade downgrade
Fitch Ratings BB+ BBB-

Additional downgrades of CenturyLink's seninsecured debt ratings could under certain gistances incrementally increase the cost «
our borrowing under the Credit Facility or requireto add a couple of additional subsidiary guanrarthereunder. In addition, the recent
actions of the credit agencies, and any additidnaingrades in the future, could impact our acoeskebt capital or further raise our borrowing
costs. See "Risk Factors—Risks Affecting our Lidyidind Capital Resources" in Item 1A of this repor
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Future Contractual Obligations

The following table summarizes our estirddtegure contractual obligations as of December2B1,2:

2013

2014

2015

2016

2017

2018 and
thereafter

Total

Long-term

debt,

including

current

maturities

and capita

lease

obligations $
Interest on

long-term

debt and

capital

leased?)
Operating

leases 297
Purchase

commitme

@ 21z
Post-

retirement

benefit

obligation 74
Non-qualifiec

pension

obligations 6
Unrecognize

tax

benefits®) —
Other 14

1,20t

1,317

Cx

781

73

D

(Dollars in millions)

54¢

72

(¢

1,48¢

1,14¢

18¢

(o]

2,31

1,03¢

15€

41

68

11

14,25¢

14,397

964

96

1,10C

22

87
13t

20,58’

20,39¢

2,071

524

1,45

48

Total future
contractua
obligations

Q)

$ 3,12¢ 2,47( 2,11¢ 2,94 3,62¢ 31,05¢ 45,34¢

()

)

(©)

“

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

We have various long-term, non-cancelable purchasemitments for advertising and promotion servigespding advertising and marketing at sports asen
and other venues and events. We also have seelatead commitments with various vendors for datecessing, technical and software support serviegsire
payments under certain service contracts will \depending on our actual usage. In the table abevestimated payments for these service contrastsban
the level of services we expect to receive.

Represents the amount of tax and interest we wmaydor our unrecognized tax benefits. Of our tb&hnce of unrecognized tax benefits of $78 nrilbmd
related estimated interest and penalties of $3Bomilonly $87 million would result in future caglyments if our tax positions were not upheld. féraaining
$24 million is an unrecognized tax benefit in theni of a refund claim that, if not granted, woulst result in a cash payment and therefore is redtided in the
table above. See Note 12—Income Taxes to the ddased financial statements in Item 8 of this réfor additional information. The timing of any pagnts
for our unrecognized tax benefits cannot be predietith certainty; therefore, such amount is reéflddn the "2018 and thereafter" column in the abimble.

The table is limited to contractual obligationsyoahd does not include:
. contingent liabilities;

. our open purchase orders as of December 31, 20E2a€eTpurchase orders are generally issued atdflaie vand are generally cancelable without
penalty;

. other longterm liabilities, such as accruals for legal matend other taxes that are not contractual obtigatby nature. We cannot determine with
degree of reliability the years in which theseilitibs might ultimately settle;

. cash funding requirements for qualified pensiondfigshpayable to certain eligible current and fattetirees. Benefits paid by our qualified pension
plans are paid through trusts. Cash funding remergs for these trusts are not included in thitetab we are not able to reliably estimate required
contributions to the trusts. Our funding project@re discussed further below;



certain post-retirement benefits payable to certdigible current and future retirees. Not all of post-retirement benefit obligation amount is a
contractual obligation and only the portion thathvedieve is a contractual obligation is reportethie table. See additional information on our bigmef
plans in Note —Employee Benefits to the consolidated financialesteents in Item 8 of this repo
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. contract termination fees. These fees are non+iegypayments, the timing and payment of whiclan, is uncertain. In the ordinary course of
business and to optimize our cost structure, werento contracts with terms greater than one je@ase the network facilities of other carriers &md
purchase other goods and services. Our contractsetother carriers' network facilities generalyd no minimum volume requirements and are base
on an interrelationship of volumes and discoungeds. Assuming we terminate these contracts in,28&3ontract termination fees would be
approximately $495 million. Under the same assuomptiermination fees for these contracts to purelga®ds and services would be $31 million. In
the normal course of business, we do not belieyepat of these fees is likely; and

. potential indemnification obligations to counteres in certain agreements entered into in the aboourse of business. The nature and terms o thes
arrangements vary. Historically, we have not inedrsignificant costs related to performance unidesd types of arrangemer

Capital Expenditures

We incur capital expenditures on an ongdiagjis in order to enhance and modernize our nksyoompete effectively in our markets anc
expand our service offerings. We evaluate capitpéaditure projects based on a variety of factoduding expected strategic impacts (such
as forecasted revenue growth, operating, prodagtiekpense or service impacts) and our expectedren investment. The amount of capital
investment is influenced by, among other thingspaled for our services and products, cash flow gaadrby operating activities, cash
required for other purposes and regulatory conataers. We estimate our total 2013 capital expeneit to be approximately $2.85 billion to
$3.05 hillion.

Our capital expenditures continue to beiséed on our strategic services such as video, bavaland managed hosting services. In
particular, we expect to continue to focus on exigamour fiber infrastructure, including installais of "fiber to the tower," which is a type of
telecommunications network consisting of fiber-omtables that run from a wireless carrier's mateilephone switching office to cellular
towers to enable the delivery of higher bandwiditviees supporting mobile technologies than wotitebowise generally be available throug
more traditional copper-based telecommunicationsark. For more information on capital spending #ems 1 and 1A of this report.

We have agreed to accept approximatelyrfilfon of the $90 million available to us from P&l of the FCC's Connect America Fund
("CAF") established by Congress to help telecomrcations carriers defray the cost of providing bilmal access to remote customers. We
intend to use the funds to deploy broadband sefeicep to 45,000 homes in unserved rural areajpally in Colorado, Minnesota, New
Mexico, Virginia and Washington. We determined testrictions on the use of these funds have medeptance of additional CAF funds
uneconomical. We have, however, filed with the FEC®@aiver application, which, if granted, would allas to deploy broadband services with
CAF funds to approximately 60,000 more homes ifftgst unserved areas in our markets. We receppbgimately $32 million in CAF
funds during 2012 and received approximately $3anilin January 2013.

Pension and Po-retirement Benefit Obligations

We are subject to material obligations urale existing defined benefit pension plans armtopost-retirement benefit plans. The
accounting unfunded status as of December 31, @0&@r defined pension plans and other gestement benefit obligations were $2.6 bill
and $3.4 billion, respectively. See Note 8—EmploBeeefits to the consolidated financial stateménttem 8 of this report for additional
information about our pension and other post-ret@et benefit arrangements.

Benefits paid by our qualified pension glame paid through a trust that holds all plantas$&e made cash contributions of $32 million
during the year ended December 31, 2012 to ouif@shpension plans. In the first quarter of 20@, made cash contributions totaling
$147 million. Based on current laws and circumstanave do not expect any further required contidimstto the plans for

76




Table of Contents

the remainder of 2013. For information on a 2012 tlaat reduced the amount of our required pensian pash contributions, please see our
Quarterly Report on Form 10-Q for the quarter engegtember 30, 2012.

Certain of our post-retirement health cand life insurance benefits plans are unfundedef@étrusts hold assets that are used to help
cover the health care costs of certain retireefA3ecember 31, 2012, the fair value of these asets was $626 million; however, a portion
of these assets is comprised of investments wittniceed liquidity. We estimate that the more lidjaissets in the trust will be adequate to
provide continuing reimbursements for covered pestement health care costs for approximately f@ars. Thereafter, covered benefits will
be paid either directly by us or from the trustshesremaining assets become liquid. This projefiiadyear period could be substantially
shorter or longer depending on returns on plantsstbe timing of maturities of illiquid plan asseind future changes in benefits.

Our estimated annual long-term rate ofrretin the pension plans trust assets is 7.50%arttié post-retirement plans trust assets rang
from 6.00% to 7.50% based on the assets curreattly; however, actual returns could vary widely iy given year.

Historical Information

The following table summarizes our consatédl cash flow activities (which include cash fldwsn Savvis and Qwest after their
respective acquisition dates):

Years Ended December 31, Increase
2012 2011 (Decrease)
(Dollars in millions)
Net cash provided by operating activit $ 6,06° 4,201 1,86¢
Net cash used in investing activiti (2,690 (3,647 (957)
Net cash used in financing activiti (3,29 (577) 2,71¢
Years Ended December 31 Increase
2011 2010 (Decrease)
(Dollars in millions)
Net cash provided by operating activit $ 4,201 2,04¢ 2,15¢
Net cash used in investing activiti (3,647 (859) 2,78¢
Net cash used in financing activiti (577 (1,179 (59¢)

The increase in net cash provided by opwyactivities for 2012 and 2011is primarily attrtble to the acquisitions of Qwest and Savvis
which contributed net cash provided by operatirtgaies of approximately $3.4 billion in 2012 a#@.2 billion in 2011. Our consolidated
financial statements in Item 8 of this report pdevinformation about the components of net incontedifferences between net income anc
cash provided by operating activities. For addaidnformation about our operating results, seestie of Operations" above.

Net cash used in investing activities ideld payments for property, plant and equipmentcapitalized software of $2.9 billion in 2012,
including $1.9 billion for Qwest and Savvis' capegapenditures. Net cash used in investing actisitncluded payments for property, plant anc
equipment and capitalized software of $2.4 billier2011, including $1.3 billion for Qwest and Sashpost-acquisition capital expenditures,
compared to $864 million in 2010. In addition, wacg$1.7 billion, net of $61 million cash receivéak, the acquisition of Savvis on July 15,
2011. Cash used in investing activities in 2011 peasially offset by cash acquired through the Apri2011 acquisition of Qwest of
$419 million, net of $5 million cash paid.
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Net cash used in financing activities ims®d in 2012 compared to 2011, primarily due tetdang-term debt pay down of $1.8 billion in
2012 versus a net long-term debt issuance of $llidnbin 2011, a $2.9 billion difference. This tBfence was primarily due to the $2 billion
senior notes issued in June 2011to finance theiSaequisition. Also contributing was a $255 mitlimcrease in dividends paid attributable tc
an increase in the average number of shares odistarThese increases in cash used in financingitges were partially offset by a
$631 million increase in net borrowings under owedt Facility. Net cash used in financing actegtidecreased in 2011 primarily due to us
receiving net debt proceeds in excess of paymédrapmoximately $1.1 billion in 2011 versus debympents of $500 million in 2010. In
addition, our cash dividends paid increased $61lfomin 2011 as compared to 2010 primarily assuheof the issuance of 308 million
common shares in connection with our acquisitidn@west and Savvis in 2011.

On October 26, 2012, QCII redeemed all $580on of its 8.00% Notes due 2015, which resdlie a gain of $15 million.

On August 29, 2012, certain subsidiarie€effituryLink paid $29 million and $30 million, resgtively, to retire its outstanding Rural
Utilities Service and Rural Telephone Bank debt.

On August 15, 2012, CenturyLink paid at uniy the $318 million principal amount of its 7%3% Notes.
On July 20, 2012, QC redeemed all $484ionilbf its 7.50% Notes due 2023, which resultedriimmaterial loss.

On June 25, 2012, QC issued $400 milliagregate principal amount of 7.00% Notes due 205Xahange for net proceeds, after
deducting underwriting discounts and expenses387 $nillion. The Notes are unsecured obligatiors may be redeemed, in whole or in part
on or after July 1, 2017 at a redemption price Etua00% of the principal amount redeemed pluswset interest.

On May 17, 2012, QCII redeemed $500 milldrits 7.50% Notes due 2014, which resulted iinamaterial gain.
On April 23, 2012, Embarq redeemed the reimg $200 million of its 6.738% Notes due 2013,iethresulted in an immaterial loss.

On April 18, 2012, CenturyLink entered istéerm loan in the amount of $440 million with Gotk and several other Farm Credit Systen
banks. This term loan is payable in 29 consecuuaaterly installments of $5.5 million in principglus interest through April 18, 2019, when
the balance will be due. We have the option of pgynonthly interest based upon either London IatekiOffered Rate ("LIBOR") or the base
rate (as defined in the credit agreement) pluspptiGable margin between 1.50% to 2.50% per anmumiBBOR loans and 0.50% to 1.50%
per annum for base rate loans depending on ourdingant senior unsecured long-term debt rating.t®&un loan is guaranteed by two of our
wholly-owned subsidiaries, Embarg and Qwest Comupaiiuns International Inc ("QCII"), and one of Q€vholly-owned subsidiaries. The
remaining terms and conditions of our term loansatestantially similar to those set forth in ouedit Facility (as described further in
Note ~—Long-Term Debt and Credit Facilities to the coidsatied financial statements in Item 8 of this répor

On April 18, 2012, QC completed a cash ¢erudfer to purchase a portion of its $811 millfB8.375% Notes due 2016 and its
$400 million of 7.625% Notes due 2015. With respedts 8.375% Notes due 2016, QC received andpéeddenders of approximately
$575 million aggregate principal amount of thestespor 71%, for $722 million including a premiui®es and accrued interest. With respe
its 7.625% Notes due 2015, QC received and accépbeiers of approximately $308 million aggregatagipal amount of these notes, or 77
for $369 million including a premium, fees and amxd interest. The completion of these tender offesalted in a loss of $46 million.
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On April 2, 2012, QC issued $525 milliorgeggate principal amount of 7.00% Notes due 205Xaohange for net proceeds, after
deducting underwriting discounts and expenses5083$nillion. The Notes are unsecured obligatiors may be redeemed, in whole or in part
on or after April 1, 2017 at a redemption priceado 100% of the principal amount redeemed plusweed interest.

On April 2, 2012, Embarg completed a castuer offer to purchase a portion of its $528 wnillof 6.738% Notes due 2013 and its
$2.0 billion of 7.082% Notes due 2016. With respgedts 6.738% Notes due 2013, Embarq receivedaandpted tenders of approximately
$328 million aggregate principal amount of thestegspor 62%, for $360 million including a premiui®es and accrued interest. With respe
its 7.082% Notes due 2016, Embarg received anchgadeéenders of approximately $816 million aggregaincipal amount of these notes, or
41%, for $944 million including a premium, fees awtrued interest. The completion of these tenffersoresulted in a loss of $144 million.

On March 12, 2012, CenturyLink issued @58 million aggregate principal amount of 7.65% iSeNotes due 2042 in exchange for net
proceeds, after deducting underwriting discourftepproximately $644 million and (ii) $1.4 billiceggregate principal amount of 5.80%
Senior Notes due 2022 in exchange for net procedtds,deducting underwriting discounts, of appnaxiely $1.389 billion. The Notes are
unsecured obligations and may be redeemed atmeyan the terms and conditions specified therein.

On March 1, 2012, QCII redeemed $800 milléd its 7.50% Notes due 2014, which resulted irmamaterial gain.
Certain Matters Related to Acquisitions

Qwest's pre-existing debt obligations cstesi primarily of debt securities issued by QCH &mo of its subsidiaries while Savvis'
remaining long-term debt obligations consist priigaof capital leases, all of which are now incldde our consolidated debt balances. The
indentures governing Qwest's debt securities commtastomary covenants that restrict the abilit@efest or its subsidiaries from making
certain payments and investments, granting liedssatling or transferring assets. Based on cugieoamstances, we do not anticipate that
these covenants will significantly restrict ourlapito manage cash balances or transfer cash leeteetities within our consolidated group of
companies as needed.

In accounting for the Qwest acquisition, weorded Qwest's debt securities at their estifatie values, which totaled $12.292 billion as
of April 1, 2011. Our acquisition date fair valugtismates were based primarily on quoted marketpric active markets and other observable
inputs where quoted market prices were not avalalthe fair value of Qwest's debt securities exeddhleir stated principal balances on the
acquisition date by $693 million, which we recor@edda premium.

79




Table of Contents

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

Years Ended

December 31, Total Since
2012 2011 Acquisition
(Dollars in millions)
Amortized $ 86 154 24(C
Extinguished?) 177 58 23¢
Total premiums recognize $ 263 212 47¢E
1) See "Debt and Other Financing Arrangements" foremigfiormation

The remaining premium of $218 million adD#cember 31, 2012 will reduce interest expendeture periods, unless otherwise
extinguished.

Net Operating Loss Carryforward

We are currently using federal NOLs to effa portion of our federal taxable income. We expe deplete a significant portion of these
NOLs and certain other deferred tax attributes @42 and substantially all of these tax benefit2@%5. Once our NOLs are fully utilized, \
expect that the amounts of our cash flows dedidat¢ide payment of federal taxes will increase wriiglly. The amounts of those payments
will depend upon many factors, including futurerdags, tax law changes and future tax circumstarfe@sadditional information, see "Risk
Factors—Risks Related to our Recent Acquisitiomglearing in Item 1A of Part Il of this report.

Other Matters

CenturyLink has cash management arrangemétit certain of its principal subsidiaries, inial substantial portions of the subsidiaries'
cash is regularly advanced to CenturyLink. In adaace with generally accepted accounting princjpilesse advances are eliminated as
intercompany transactions. Although CenturyLinkipaically repays these advances to fund the sudr$édi' cash requirements throughout the
year, at any given point in time we may owe a saHisl sum to our subsidiaries under these advamdgsh are not recognized on ¢
consolidated balance sheets.

In connection with reclassifying certairreless spectrum assets as assets held for saleg the second quarter of 2012 we reclassified
$154 million from "other intangible assets, net"tarrent assets—other." For more information anghle of these assets, see "Business—
Operations—Products and Services—Additional Infaromd in Item 1 of this report.

We also are involved in various legal pextiags that could have a material adverse effecturrinancial position. See Note 15—
Commitment and Contingencies to the consolidateahitial statements in Iltem 8 of this report for¢herent status of such legal proceedings,
including matters involving Qwest.

Market Risk

We are exposed to market risk from chamgé&sterest rates on our variable rate long-tertot déligations and fluctuations in certain
foreign currencies. We seek to maintain a favoratileof fixed and variable rate debt in an effarfitit interest costs and cash flow volatility
resulting from changes in rates.
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From time to time, we have used derivatingtruments to (i) lock-in or swap our exposurelianging or variable interest rates for fixed
interest rates or (ii) to swap obligations to pixgd interest rates for variable interest ratesofBecember 31, 2012, we had no such
instruments outstanding. We have established jpsliahd procedures for risk assessment and thevabpreporting and monitoring of
derivative instrument activities. We do not holdssue derivative financial instruments for tradorgspeculative purposes. Management
periodically reviews our exposure to interest fatetuations and implements strategies to managexposure.

There were no material changes to markksrarising from changes in interest rates foyfe ended December 31, 2012, when
compared to the disclosures provided in our AniRegdort on Form 10-K for the year ended Decembe@11.

At December 31, 2012, we have approxim&b&.9 billion (excluding capital lease and othieligations with a carrying amount of
$734 million) of long-term debt outstanding, 89.8%which bears interest at fixed rates and is tloeeenot exposed to interest rate risk. We
had $2 billion floating rate debt exposed to charigehe London InterBank Offered Rate (LIBOR). y¥pbthetical increase of 100 basis points
in LIBOR relative to this debt would decrease ounwaal pre-tax earnings by $20 million.

With our acquisition of Sawvis in July 201e have become exposed to the risk of fluctuatiorthe foreign currencies in which its
international operations are denominated, primahié/Euro, the British Pound, the Canadian Dotte,Japanese Yen and the Singapore
Dollar. As a consolidated entity, the percentageegénues generated and costs incurred that acerdeated in these currencies are immate
We use a sensitivity analysis to estimate our e this foreign currency risk, measuring thargde in financial position arising from
hypothetical 10% change in the exchange ratesesktlcurrencies, relative to the U.S. Dollar wittogler variables held constant. The
aggregate potential change in the fair value aétasesulting from a hypothetical 10% change is¢hexchange rates was $18 million at
December 31, 2012.

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

Off-Balance Sheet Arrangements

We have no special purpose or limited psepentities that provide off-balance sheet finagpdiiquidity, or market or credit risk support
and we do not engage in leasing, hedging, or atingtar activities that expose us to any significkabilities that are not (i) reflected on the
face of the consolidated financial statementsd{gflosed in Note 15—Commitments and Contingenci¢dbe consolidated financial
statements in Item 8 of this report, or in the Fat@ontractual Obligations table included in thésm 7 above or (iii) discussed under the
heading "Market Risk" above.

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

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

Report of Management

The Shareholders
CenturyLink, Inc.:

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

Our consolidated financial statements Heeen audited by KPMG LLP, an independent registprddic accounting firm, who have
expressed their opinion with respect to the fasrafghe consolidated financial statements. Thadlitavas conducted in accordance with
standards of the Public Company Accounting Ovetdigtard (United States).

Management is responsible for establishimgy maintaining adequate internal control overrfaial reporting, a process designed to
provide reasonable assurance regarding the rétjabflfinancial reporting and the preparation ofancial statements for external purposes in
accordance with generally accepted accounting ipfesz Under the supervision and with the partitgraof management, including our
principal executive officer and principal financtficer, we conducted an evaluation of the effesitiess of our internal control over financial
reporting based on the frameworkiimernal Control—Integrated Framewoigsued by the Committee of Sponsoring Organizatidribe
Treadway Commission ("COSO"). Based on our evanaiinder the framework of COSO, management condltiti our internal control
over financial reporting was effective at Decembgr2012. The effectiveness of our internal condrar financial reporting at December 31,
2012 has been audited by KPMG LLP, as stated intégort which is included herein.

Because of its inherent limitations, intdroontrol over financial reporting may not prevendetect misstatements. Also, projections of
any evaluation of effectiveness to future periogssaubject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

The Audit Committee of the Board of Dirastés composed of independent directors who arefficers or employees. The Committee
meets periodically with the external auditors, ingg auditors and management. The Committee coarssile independence of the external
auditors and the audit scope and discusses inteon&ol, financial and reporting matters. Both éx¢ernal and internal auditors have free
access to the Committee.

/sl R. Stewart Ewing, Jr.

R. Stewart Ewing, Jr.
Executive Vice President, Chief Financial OfficadaAssistant Secretary
March 1, 201:
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
CenturyLink, Inc.:

We have audited the accompanying conselitiaalance sheets of CenturyLink, Inc. and subédigthe Company) as of December 31,
2012 and 2011, and the related consolidated statsméoperations, comprehensive income (loss) iass, and stockholders' equity for
each of the years in the three-year period endegmber 31, 2012. These consolidated financialrstaés are the responsibility of the
Company's management. Our responsibility is toesgan opinion on these consolidated financiadistants based on our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting Slgat Board (United States). Those
standards require that we plan and perform thet &andbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and diss in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenewnilhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated finanatdtements referred to above present fairly, imallerial respects, the financial position of the
Company as of December 31, 2012 and 2011, ana¢uéts of their operations and their cash flowsefach of the years in the three-year
period ended December 31, 2012, in conformity wit8. generally accepted accounting principles.

We also have audited, in accordance wighstndards of the Public Company Accounting Ogatd8oard (United States), the Compa
internal control over financial reporting as of Betber 31, 2012, based on criteria establishédt@mnal Control—Integrated Framework
issued by the Committee of Sponsoring Organizatidrike Treadway Commission (COSO), and our regated March 1, 2013 expressed an
unqualified opinion on the effectiveness of the @amy's internal control over financial reporting.

/sl KPMG LLP

Shreveport, Louisiana
March 1, 2013
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
CenturyLink, Inc.:

We have audited CenturyLink, Inc. and sdibsies' (the Company) internal control over finahceporting as of December 31, 2012,
based on criteria establishedimernal Control—Integrated Frameworgsued by the Committee of Sponsoring Organizatifriee Treadway
Commission (COSO). The Company's management ismegge for maintaining effective internal contmler financial reporting and for its
assessment of the effectiveness of internal cootret financial reporting, included in the accomyag Report of ManagemenOur
responsibility is to express an opinion on the Camys internal control over financial reporting éé®n our audit.

We conducted our audit in accordance withdtandards of the Public Company Accounting Qgiet8oard (United States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whetheatigéénternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness eaististesting and evaluating the design and operafiiectiveness of internal control based on
the assessed risk. Our audit also included perfaggreuch other procedures as we considered necesghgycircumstances. We believe that
our audit provides a reasonable basis for our opini

A company's internal control over finangigborting is a process designed to provide reddersssurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegeinerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures that€ttpin 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 tatgeaparation of financial statements in accor@anith generally accepted accounting
principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely detectfainauthorized acquisition, use, or
disposition of the company's assets that could havaterial effect on the financial statements.

Because of its inherent limitations, intdroontrol over financial reporting may not prevendetect misstatements. Also, projections of
any evaluation of effectiveness to future periogssaubject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, the Company maintainedalirmaterial respects, effective internal contre¢iofinancial reporting as of December 31,
2012, based on criteria establishedniternal Control—Integrated Frameworksued by the COSO.

We also have audited, in accordance wighstndards of the Public Company Accounting Oghtdoard (United States), the
consolidated balance sheets of the Company asadger 31, 2012 and 2011, and the related consadiddatements of operations,
comprehensive income (loss), cash flows, and stddkins' equity for each of the years in the threaryperiod ended December 31, 2012, and
our report dated March 1, 2013 expressed an urigghtipinion on those consolidated financial stagats.

/sl KPMG LLP

Shreveport, Louisiana
March 1, 2013
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CENTURYLINK, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended December 31,
2012 2011 2010
(Dollars in millions, except per share
amounts and shares in thousands)
OPERATING REVENUES $ 18,37¢ 15,35: 7,042
OPERATING EXPENSE!
Cost of services and products (exclusivi

depreciation and amortizatio 7,63¢ 6,32¢ 2,54¢
Selling, general and administrati 3,24¢ 2,97t 1,004
Depreciation and amortizatic 4,78( 4,02¢ 1,43¢
Total operating expens 15,66: 13,32¢ 4,98
OPERATING INCOME 2,71 2,02t 2,06(
OTHER INCOME (EXPENSE
Interest expens (1,319 (1,072) (544)
Net loss on early retirement of de 179 (8) —
Other income 35 3 15
Total other income (expens (1,469 (1,077) (529
INCOME BEFORE INCOME TAX
EXPENSE 1,25( 94¢ 1,531
Income tax expens 47:¢ 37t 58z
NET INCOME $ 777 B 94¢

BASIC AND DILUTED EARNINGS PER
COMMON SHARE
BASIC $ 1.2¢8 1.07 3.1
DILUTED $ 1.2t 1.07 3.1¢
WEIGHTED AVERAGE COMMON
SHARES OUTSTANDINC
BASIC 620,20! 532,78( 300,61¢
DILUTED 622,28! 534,12: 301,29

See accompanying notes to consolidated financssients.
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CENTURYLINK, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LS35)

Years Ended December 31,

2012 2011 2010
(Dollars in millions)
NET INCOME $ 777 57¢ 94¢
OTHER COMPREHENSIVE (LOSS)
INCOME:
Items related to employee benefit pla
Change in net actuarial loss, net of $¢
$508 and $32 ta (699 (812) (53
Change in net prior service credit, net
$4, $23 and $2 ta (6) (37) (3
Auction rate securities marked to marke
net of $(1), $2 and— tax 2 4 —
Auction rate securities settlements
reclassified to net income, net of $(1)
$— and — tax 3 — —
Foreign currency translation adjustment
and other, net of—, $2 and — tax 6 (18 —
Other comprehensive (loss) incol (689 (877) (56)
COMPREHENSIVE INCOME (LOSS $ 88 (29¢) 892

See accompanying notes to consolidated financisients.
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CENTURYLINK, INC.
CONSOLIDATED BALANCE SHEETS

December 31,
2012 2011
(Dollars in millions
and shares in thousands)

ASSETS
CURRENT ASSET¢
Cash and cash equivalel $ 211 12¢
Accounts receivable, less allowance of $158 and: 1,917 1,95(
Income tax receivabl 42 27
Deferred income taxes, n 891 1,01¢
Other 552 393
Total current asse 3,61: 3,517
NET PROPERTY, PLANT AND EQUIPMEN
Property, plant and equipme 32,08¢ 29,58t
Accumulated depreciatic (13,059 (20,14)
Net property, plant and equipme 19,03: 19,44
GOODWILL AND OTHER ASSETS
Goodwill 21,73: 21,73
Customer relationships, n 7,052 8,23¢
Other intangible assets, r 1,79t 2,24:
Other, ne 79€ 86¢
Total goodwill and other asse 31,37t 33,08:
TOTAL ASSETS $ 54,02( 56,04«

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES

Current maturities of lor-term deb $ 1,20t 48(C
Accounts payabl 1,207 1,40(C
Accrued expenses and other liabilit

Salaries and benefi 68< 635
Income and other taxt 35¢€ 38¢
Interest 26€ 29:¢
Other 234 25E
Advance billings and customer depo: 642 573
Total current liabilities 4,59¢ 4,017
LONG-TERM DEBT 19,40( 21,35¢

DEFERRED CREDITS AND OTHER LIABILITIES
Deferred income taxes, n 3,64< 3,80(
Benefit plan obligations, ni 5,84¢ 4,85¢
Other 1,24¢ 1,18¢
Total deferred credits and other liabiliti 10,73¢ 9,84«

COMMITMENTS AND CONTINGENCIES (Note 1&
STOCKHOLDERS' EQUITY
Preferred stock — non-redeemable, $25.00 par value,
authorized 2,000 shares, issued and outstanding @ a
shares — —
Common stock, $1.00 par value, authorized 1,600:0@D
800,000 shares, respectively, issued and outstgndin

625,658 and 618,514 sha 62€ 61¢
Additional paic-in capital 19,07¢ 18,90:
Accumulated other comprehensive (loss) ince (1,707 (1,019
Retained earning 1,28t 2,31¢

Total stockholders' equi 19,28¢ 20,827
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 54,02( 56,04«

See accompanying notes to consolidated financisdsients
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CENTURYLINK, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

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

OPERATING ACTIVITIES
Net income $ 777 57¢ 94¢
Adjustments to reconcile net income t
net cash provided by operating

activities:
Depreciation and amortizatic 4,78( 4,02¢ 1,43¢
Deferred income taxe 394 39t 132
Provision for uncollectible accour 187 152 91
Long-term debt (premium) discount
amortization (88) (14¢) 1
Net loss on early retirement of de 17¢ 8 —
Changes in current assets and current
liabilities:
Accounts receivabl (159 (102 (118
Accounts payabl (72) (58) (96)
Accrued income and other tax (14 31 38
Other current assets and other curre
liabilities, net 16 (76) (127
Retirement benefit (169) (68¢) (277)
Changes in other noncurrent assets al
liabilities 161 (6) (23
Other, ne 68 93 26
Net cash provided by operating activit 6,06° 4,201 2,04¢
INVESTING ACTIVITIES
Payments for property, plant and equipn
and capitalized softwal (2,919 (2,41)) (864)
Cash paid for Savvis acquisition, net of ¢
cash acquire — (1,677 —
Cash acquired in Qwest acquisition, net
$5 cash pai — 41¢ —
Proceeds from sale of property and
intangible assei 191 — —
Other, ne 38 16 5
Net cash used in investing activiti (2,690 (3,647 (859
FINANCING ACTIVITIES
Net proceeds from issuance of long-tern
debt 3,362 4,10z —
Payments of lor-term debi (5,11¢) (2,989 (500
Net borrowings (payments) on credit
facility 543 (88) 74
Early retirement of debt cos (34¢€) (119 —
Dividends paic (1,81)) (1,55¢) (879
Net proceeds from issuance of common
stock 11C 10z 13C
Repurchase of common stc (37 (31) a7
Other, ne 2 9 17
Net cash used in financing activiti (3,299 (577) (1,17
Effect of exchange rate changes on cash ¢
cash equivalent 3 (22 —
Net increase (decrease) in cash and
equivalents 83 (45) 11
Cash and cash equivalents at beginning o
period 12¢ 17: 162
Cash and cash equivalents at end of pe $ 211 12¢ 17z

Supplemental cash flow informatic
Income taxes (paid) refunded, | $ (82 $ 11¢ (429



Interest (paid) (net of capitalized interesi
$43, $25 and $1: $ (1,405 $ (1,225 (54¢)

See accompanying notes to consolidated financssients.
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CENTURYLINK, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Years Ended December 31,

2012 2011 2010
(Dollars in millions)
COMMON STOCK (represents dollars anc
shares
Balance at beginning of peric $ 61¢ 30¢ 29¢
Issuance of common stock to acquire
Qwest, including shares issued in
connection with share-based
compensation awar — 294 —
Issuance of common stock to acquire
Sawvis, including shares issued in
connection with share-based
compensation awar — 14 —
Issuance of common stock through divid
reinvestment, incentive and benefit pl; 8 6 6
Shares withheld to satisfy tax withholdir (D) — —
Balance at end of peric 62€ 61¢ 30&
ADDITIONAL PAID -IN CAPITAL
Balance at beginning of peric 18,90: 6,181 6,02(
Issuance of common stock to acquire
Qwest, including assumption of share-
based compensation awal — 11,97« —
Issuance of common stock to acquire
Sawvis, including assumption of share:
based compensation awal — 601 —
Issuance of common stock through divid
reinvestment, incentive and benefit pl; 10z 97 124
Shares withheld to satisfy tax withholdir (34) (30) (16)
Sharebased compensation and other, 11C 78 53
Balance at end of peric 19,07¢ 18,90: 6,181
ACCUMULATED OTHER
COMPREHENSIVE (LOSS) INCOMI
Balance at beginning of peric (1,012 (147 (85)
Other comprehensive (loss) incol (689) (877) (56)
Balance at end of peric (1,709 (1,012) (147
RETAINED EARNINGS
Balance at beginning of peric 2,31¢ 3,30z 3,23:
Net income 771 573 94¢
Dividends declare (1,81)) (1,55¢) (879
Balance at end of peric 1,28¢ 2,31¢ 3,30z
TOTAL STOCKHOLDERS' EQUITY $ 19,28¢ 20,821 9,64

See accompanying notes to consolidated financgsients.
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CENTURYLINK, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Unless the context requires otherwise, referencakis report to "CenturyLink," "we," "us" and "durefer to CenturyLink, Inc. and its
consolidated subsidiaries, including SAVVIS, Ind &s consolidated subsidiaries (referred to aav\8s") for periods on or after July 15, 2(
and Qwest Communications International Inc. anatdesolidated subsidiaries (referred to as "Qwegtt)periods on or after April 1, 2011.

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

We are an integrated communications comgagyaged primarily in providing an array of comnuoations services to our residential,
business, governmental and wholesale customersc@umunications services include local and longadise, network access, private line
(including special access), public access, broadibdata, managed hosting (including cloud hostioglpcation, wireless and video services
certain local and regional markets, we also prolédal access and fiber transport services to ctithgelocal exchange carriers and security
monitoring.

The accompanying consolidated financigkstents include our accounts and the accountsrafulsidiaries over which we exercise
control. These subsidiaries include our acquisiib®AVVIS, Inc. ("Savvis") on July 15, 2011 and &t Communications International Inc.
("Qwest") on April 1, 2011. See Note 2—Acquisitidios additional information. All intercompany amdsrand transactions with our
consolidated subsidiaries have been eliminated.

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

Effective January 1, 2012, we changed stimates of the remaining useful lives and netasgdwalue for certain telecommunications
equipment. These changes resulted in additionakdegion expense of approximately $26 million tioe year ended December 31, 2012. Thi
additional depreciation expense, net of tax, redued income by approximately $16 million, or $0M@8 basic and diluted common share, for
the year ended December 31, 2012.

On April 2, 2012, our subsidiary, Qwest gamation ("QC"), sold an office building for netgmeeds of $133 million. As part of the
transaction, QC agreed to lease a portion of tlildibg from the new owner. As a result, the $16lionl gain from the sale was deferred and
will be recognized as a reduction to rent expenvas the 10 year lease term.

We also have reclassified certain othesrgseriod amounts to conform to the current pepaebentation, including the categorization of
our revenues and our segment reporting. See NeteSEgment Information for additional information.€Be changes had no impact on total
revenues, total operating expenses or net incomanfpperiod.

90




Table of Contents
Summary of Significant Accounting Policie
Use of Estimates

Our consolidated financial statements aepgred in accordance with U.S. generally accegtedunting principles. These accounting
principles require us to make certain estimatedgjuents and assumptions. We believe that the gssimadgments and assumptions we mad
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, pastnetit and other post-employment benefits, taxertia liabilities and other provisions and
contingencies are reasonable, based on informatiaitable at the time they were made. These estgpnatdgments and assumptions can a
the reported amounts of assets, liabilities andpmmants of stockholders' equity as of the datéketonsolidated balance sheets, as well ¢
reported amounts of revenue, expenses and comsoofecaish flows during the periods presented incoasolidated statements of operations.
our consolidated statements of comprehensive (Inssjne and our consolidated statements of castsfldVe also make estimates in our
assessments of potential losses in relation t@atbned or pending tax and legal matters. See Nbtdricome Taxes and Note 15—
Commitments and Contingencies for additional infation.

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

For matters related to income taxes, ifithgact of an uncertain tax position is more likédgn not to be sustained upon audit by the
relevant taxing authority, then we recognize a Eefe the largest amount that is more likely thaot to be sustained. No portion of an
uncertain tax position will be recognized if thesjtimn has less than a 50% likelihood of beingansd. Interest is recognized on the amou
unrecognized benefit from uncertain tax positions.

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

We recognize revenue for services whendteted services are provided. Recognition of @egiayments received in advance of service:
being provided is deferred until the service isvided. These advance payments include activatidrrastallation charges, which we recogr
as revenue over the expected customer relatiopsnipd, which ranges from eighteen months to oeryears depending on the service. We
also defer costs for customer activations and llasitans. The deferral of customer activation anstallation costs is limited to the amount of
revenue deferred on advance payments. Costs iserf@dvance payments are recorded as experse petiod such costs are incurred.
Expected customer relationship periods are estinagang historical experience. Termination feestber fees on existing contracts that are
negotiated in conjunction with new contracts arieded and recognized over the new contract term.

We offer bundle discounts to our custonvelie receive certain groupings of services. Theselleudiscounts are recognized concurrently
with the associated revenues and are allocatduetearious services in the bundled offering basethe estimated selling price of services
included in each bundled combination.

Customer arrangements that include botlipeggnt and services are evaluated to determinehghéte elements are separable. If the
elements are deemed separable and separate egrrongsses exist, the revenue associated withedewtent is allocated to each element
based on the relative estimated selling price efséparate elements. We have estimated the sptites of each
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element by reference to vendor-specific objectividence of selling prices when the elements aré separately. The revenue associated with
each element is then recognized as earned. Forpsaifwe receive an advance payment when weesglipment and continuing service
together, we immediately recognize as revenuertieuat allocated to the equipment as long as alttimelitions for revenue recognition have
been satisfied. The portion of the advance payrallmtated to the service based upon its relatiltengeprice is recognized ratably over the
longer of the contractual period or the expectestamer relationship period.

We have periodically transferred opticgaeity assets on our network to other telecommuinica service carriers. These transaction:
structured as indefeasible rights of use, commuaafisrred to as IRUs, which are the exclusive righise a specified amount of capacity or
fiber for a specified term, typically 20 years. \&zount for the cash consideration received orsteas of optical capacity assets and on all of
the other elements deliverable under an IRU, asme® ratably over the term of the agreement. We hatrecognized revenue on any
contemporaneous exchanges of our optical capassigts for other optical capacity assets.

We offer some products and services thapasvided by third-party vendors. We review thiatienship between us, the vendor and the
end customer to assess whether revenue shoulghbee® on a gross or net basis. In assessing whethenue should be reported on a gro:
net basis, we consider whether we act as a prihicithe transaction, take title to the productsyédnrisk and rewards of ownership or act as ar
agent or broker. Based on our agreements with DIRE&nd Verizon Wireless, we offer these servicesubh sales agency relationships
which are reported on a net basis.

For our data hosting operations, we havéelevel commitments pursuant to contracts weltain of our clients. To the extent that s
service levels are not achieved or are otherwisputiéd due to performance or service issues or s#reice interruptions or conditions, we
estimate the amount of credits to be issued aratdexreduction to revenue, with a correspondicgeiase in the credit reserve.

USF, Gross Receipts Taxes and Other Surcharges

In determining whether to include in ouwearue and expenses the taxes and surcharges edlfemtn customers and remitted to
governmental authorities, including USF chargelessaise, value added and some excise taxes, egsassnong 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 tirelsarges on a gross basis and include them inewenue and costs of services and product:
In jurisdictions where we determine that we areatyea collection agent for the government authoritg record the taxes on a net basis an
not include them in our revenue and costs of sesvémd products.

Advertising Costs

Costs related to advertising are expensedcarred and included in selling, general andiathinative expenses in our consolidated
statements of operations. For the years ended Dmedi, 2012, 2011 and 2010, our advertising expe@s $189 million, $275 million and
$49 million, respectively.

Legal Costs

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

We file a consolidated federal income tatxim with our eligible subsidiaries. The provisionincome taxes consists of an amount for
taxes currently payable, an amount for tax consecpsedeferred to future periods, adjustments tdiabilities for uncertain tax positions and
amortization of investment tax credits. We recagtedred income tax assets and liabilities reflecfitture tax consequences attributable to tay
net operating losses ("NOLs"), tax credit carryfards and differences between the financial stateoarnying value of assets and liabilities
and the tax bases of those assets and liabildieferred taxes are computed using enacted taxeapescted to apply in the year in which the
differences are expected to affect taxable incdrhe.effect on deferred income tax assets and iliglilof a change in tax rate is recognized in
earnings in the period that includes the enactrdatg.

We establish valuation allowances when s&ay to reduce deferred income tax assets tattloerats that we believe are more likely thar
not to be recovered. A significant portion of oet deferred tax assets relate to tax benefitbatable to NOLs. Each quarter we evaluate the
need to retain all or a portion of the valuatidiewhnce on our deferred tax assets. At Decembe2@®I2, we had established a $281 million
valuation allowance, primarily related to state NOA&s it is more likely than not that this amouiit mot be utilized prior to expiration. See
Note 1-—Income Taxes for additional information.

Cash and Cash Equivalents

Cash and cash equivalents include highlyidi investments that are readily convertible itesh and are not 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 invesits for classification as cash equivalents, weire that individual securities have original
maturities of ninety days or less and that indigidavestment funds have dollar-weighted averagurities of ninety days or less. To preserve
capital and maintain liquidity, we invest with fimeial institutions we deem to be of sound financ@tdition 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 ingtibn.

Book overdrafts occur when checks have liestred but have not been presented to our cagdrdisbursement bank accounts for
payment. Disbursement bank accounts allow us @mydehding 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 corsigilbalance 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 tige amount due from customers for the servioegged or at cost for purchased and othe
receivables less an allowance for doubtful accourite allowance for doubtful accounts receivabflects our best estimate of probable losse:
inherent in our receivable portfolio determinedtioa basis of historical experience, specific allowees for known troubled accounts and other
currently available evidence. We generally consaaraccounts past due if they are outstanding 89eatays. Our collection process varies by
the customer segment, amount of the receivablepandvaluation of the customer's credit risk. Past due accounts are written off against
our allowance for doubtful accounts when colleci®moonsidered to be not probable. Any recoverfescoounts previously written off are
generally recognized as a reduction in bad debt
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expense in the period received. The carrying vafueccounts receivable net of the allowance fordiml accounts approximates fair value.
Property, Plant and Equipment

Property, plant and equipment acquiredoimection with our acquisitions was recorded baseils estimated fair value as of its
acquisition date plus the estimated value of asp@ated legally or contractually required retiretnabligations. Property, plant and equipn
purchased subsequent to our acquisitions is redatleost plus the estimated value of any assatlatglly or contractually required
retirement obligations. Property, plant and equiphi® depreciated primarily using the straight-lgreup method. Under the straidite grouy.
method, assets dedicated to providing telecommtioieaservices (which comprise the majority of ptoperty, plant and equipment) that h
similar physical characteristics, use and expeatsdul lives are categorized in the year acquirethe basis of equal life groups for purposes
of depreciation and tracking. Generally, understiaight-line group method, when an asset is sotétired in the course of normal business
activities, the cost is deducted from propertynpknd equipment and charged to accumulated depictiwithout recognition of a gain or lo
A gain or loss is recognized in our consolidatedeshents of operations only if a disposal is abmbion unusual. Leasehold improvements are
amortized over the shorter of the useful liveshef assets or the expected lease term. Expendituresintenance and repairs are expensed a
incurred. Interest is capitalized during the camstion phase of network and other internal-usetabprojects. Employee-related costs for
construction of network and other internal use taszre also capitalized during the constructiorsph®roperty, plant and equipment supplies
used internally are carried at average cost, eXoeignificant individual items for which costligsed on specific identification.

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

We have asset retirement obligations aasetiwith the legally or contractually required cesal of a limited group of property, plant and
equipment assets from leased properties and thesiisof certain hazardous materials present iroaned properties. When an asset
retirement obligation is identified, usually in as&tion with the acquisition of the asset, we rddbe fair value of the obligation as a liability.
The fair value of the obligation is also capitatizs property, plant and equipment and then anegrtoxer the estimated remaining useful life
of the associated asset. Where the removal oldigaginot legally binding, the net cost to remosseds is expensed in the period in which the
costs are actually incurred.

We review long-lived assets, other thandyath and other intangible assets with indefiniteek, for impairment whenever facts and
circumstances indicate that the carrying amounte@fissets may not be recoverable. For measurgugrises, long-lived assets are groupes
with other assets and liabilities at the lowestlder which identifiable cash flows are largelyl@pendent of the cash flows of other assets an
liabilities, absent a material change in operatidmsimpairment loss is recognized only if the garg amount of the asset group is not
recoverable and exceeds its fair value. Recovétabil the asset group to be held and used is nmmedsy comparing the carrying amount of
the asset group to the estimated undiscountedefuitetr cash flows expected to be generated by Het geoup. If the asset group's carrying
value is not recoverable, an impairment chargedsgnized for the amount by which the carrying ami@d the asset group exceeds its fair
value. We determine fair values by using a commnadf comparable market values and discounted tasls, as appropriate.
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Goodwill, Customer Relationships and Other Intangilbe Assets

Intangible assets arising from businesshinations, such as goodwill, customer relationshipgpitalized software, trademarks and trade
names, are initially recorded at estimated faingalWWe amortize customer relationships primarilgroan estimated life of 10 years to
12.5 years, using either the sum-of-the-yearsglijitstraight-line methods, depending on the tyfpmistomer. We amortize capitalized
software using the straight-line method over edimdives ranging up to seven years and amortiz@ther intangible assets predominantly
using the sum-of-the-years digits method over amesed life of four years. Other intangible ass®isarising from business combinations are
initially recorded at cost. Where there are no lleggulatory, contractual or other factors thatidoreasonably limit the useful life of an
intangible asset, we classify the intangible aasendefinite-lived and such intangible assetsxateamortized.

Internally used software, whether purchasedeveloped by us, is capitalized and amortizédgithe straight-line group method over its
estimated useful life. We have capitalized certaists associated with software such as costs oliogags devoting time to the projects and
external direct costs for materials and servicest€associated with software to be used for iatgparposes 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 econdivés of our capitalized software
annually. Capitalized software is included in ottitangible assets, net, in our consolidated baaheets.

Our long-lived intangible assets with ind@é lives are tested for impairment annually,wrder certain circumstances, more frequently,
such as when events or circumstances indicate thayebe an impairment. These assets are carrtadtatical cost if their estimated fair value
is greater than their carrying amounts. Howeveheir estimated fair value is less than the cagyamount, other indefinite-lived intangible
assets are reduced to their estimated fair valoeitin an impairment charge to our consolidateestants of operations. We early adopted the
provisions of Accounting Standards Update ("ASWJ12-2, Intangibles—Goodwill and Other (Topic 350¢sting Indefinite-Lived Intangible
Assets for Impairment, during the fourth quarteR012, which allows us the option to first revieuatjtative factors to determine the
likelihood of whether the indefinitived intangible asset is impaired before perforgranqualitative impairment test. Under this apphoécwe
determine that it is more likely than not that théefinite-lived intangible asset is impaired, we eequired to compute and compare the fair
value of the indefinite-lived intangible assett®darrying amount to determine and measure thainment loss, if any. We completed our
gualitative assessment as of December 31, 2012a@raduded it is not more likely than not that cnalefinite-lived intangible assets are
impaired; thus, no impairment charge was recordexDiL2.

We are required to test goodwill for impaémt at least annually, or more frequently if egesrta change in circumstances indicate that a
impairment may have occurred. We are required ttevdown the value of goodwill in periods in whittte recorded amount of goodwiill
exceeds the fair value. Our reporting units, whighrefer to as our segments, are not discrete &gdies with discrete financial statements.
Our assets and liabilities are employed in andedlathe operations of multiple reporting unithefefore, the equity carrying value and future
cash flows must be estimated each time a goodwjlairment analysis is performed on a reporting. Usta result, our assets, liabilities and
cash flows are allocated to reporting units usgssonable and consistent allocation methodoloGietain estimates, judgments and
assumptions are required to perform these allatsitid/e believe these estimates, judgments and asismsito be reasonable, but changes in
many of these can significantly affect each repgrtinit's equity carrying value and future caswfaitilized for our goodwill impairment test.
Our annual measurement date for testing goodwjtkimment is September 30. As of September 30, 20&2ested for goodwill impairment
on our reporting units,
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which are our four operating segments (regionaketar wholesale markets, enterprise markets—netadkenterprise markets—data
hosting) that we recognized following our interredrganization effective April 1, 2012. In the fduguarter of 2012, we completed our ant
impairment testing and concluded that our goodwadls not impaired as of September 30, 2012. See JNeteoodwill, Customer Relationshi
and Other Intangible Assets for additional inforimiat

We are required to reassign goodwill tooréipg units each time we reorganize our interegbrting structure which causes a change in
our operating segments. Goodwill is reassignetieaeporting units using a relative fair value aggh. We utilize the earnings before interes
tax and depreciation as our allocation methodoksyit represents a reasonable proxy for the fairevaf the operations being reorganized.

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

Pension and Post-Retirement Benefits

We recognize the overfunded or underfurstatlis of our defined benefit and post-retireméartpas an asset or a liability on our balanc
sheet. Each year's actuarial gains or losses @mponent of our other comprehensive (loss) incammich is then included in our accumula
other comprehensive (loss) income. Pension andrptistment benefit expenses are recognized oegpéhiod in which the employee renders
service and becomes eligible to receive benefies nvdke significant assumptions (including the distaate, expected rate of return on plan
assets and health care trend rates) in computeigehsion and post-retirement benefits expensellightions. See Note 8—Employee
Benefits for additional information.

Foreign Currency

Our results of operations include foreighsidiaries, which are translated from the apple#lnctional currency to the United States
Dollar using the average exchange rates duringegperting period, while assets and liabilities emslated at the reporting date. Resulting
gains or losses from translating foreign curreneyaacomponent of our other comprehensive (los®nre, which is then included in our
accumulated other comprehensive (loss) incomettfeoyears ended December 31, 2012, 2011 and 20d@reign currency translation gain
(loss), net of tax, was $6 million, $(15) millionc$-0- million, respectively.

Common Stock

At December 31, 2012, we had unissued shafr€enturyLink common stock reserved of 34 millghares for incentive compensation,
4 million shares for acquisitions and 3 million sk&for our employee stock purchase plan ("ESPP").

Preferred stock

Holders of outstanding CenturyLink prefefstock are entitled to receive cumulative divideméceive preferential distributions equal to
$25 per share plus unpaid dividends upon Centulg iiquidation and vote as a single class withtblelers of common stock.

Out-of-Period Adjustments

During the year ended December 31, 2012jiseovered and corrected an error that resultesh ioverstatement of depreciation expense
in 2011. We evaluated the error considering bo#mtjtative and qualitative factors and concluded the error was immaterial to our
previously issued and
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current period consolidated financial statementeréfore, we recognized a $30 million reductiodépreciation expense during the year e
December 31, 2012. The correction of the errorltedun an increase in net income of $19 millionapproximately $0.03 per basic and
diluted common share, for the year ended Decemhe2(®BL2.

(2) Acquisitions
Acquisition of Savvis

On July 15, 2011, we acquired all of théstanding common stock of Savwvis, a provider otidlbosting, managed hosting, colocation
network services in domestic and foreign markets.BMieve this acquisition enhances our abilitheaan information technology partner with
our existing business customers and strengthensppartunities to attract new business custometisarfuture. Each share of Savvis common
stock outstanding immediately prior to the acqigsitonverted into the right to receive $30 pershia cash and 0.2479 shares of Centuryl
common stock. The aggregate consideration of $2b8B@n consisted of:

. cash payments of $1.732 billion;

. the 14.313 million shares of CenturyLink commorcktssued to consummate the acquisition,
. the closing stock price of CenturyLink common statkuly 14, 2011 of $38.54; and
. the estimated net value of the pre-combinationipomf certain share-based compensation awardsnessby CenturyLink of

$98 million, of which $33 million was paid in cash.

Upon completing the acquisition, we alsa®b47 million to retire certain pre-existing S&/debt and accrued interest, and paid relatec
transaction expenses totaling $15 million. The gasjments required on or about the closing date feerded using existing cash balances,
which included the net proceeds from the June 28diiance of senior notes with an aggregate prihaipaunt of $2 billion. See Note 4—
Long-term Debt and Credit Facilities, for additibmdormation about our senior notes.

We have completed our valuation of the ¥alue of Savvis' assets acquired and liabilitesuened, along with the related allocations to
goodwill and intangible assets. The aggregate denafion paid by us exceeded the aggregate estirfatevalue of the assets acquired and
liabilities assumed by $1.349 billion, which we kaecognized as goodwill. This goodwill is attribolie to strategic benefits, including
enhanced financial and operational scale, and ptaxhd market diversification that we expect tdireaNone of the goodwill associated with
this acquisition is deductible for income tax pses.
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The following is our assignment of the aggate consideration:

July 15, 2011
(Dollars in millions)

Cash, accounts receivable and other current as $ 214
Property, plant and equipme 1,36
Identifiable intangible asse

Customer relationshiy 73¢

Other 51
Other noncurrent asse 27
Current liabilities, excluding current maturitieslong-term debt (129
Current maturities of lor-term deb (38)
Long-term debi (840
Deferred credits and other liabiliti (358
Goodwill 1,34¢
Aggregate consideratic $ 2,38:
* Includes estimated fair value of $90 million focaants receivable which had gross contractual vadi$101 million on July 15, 2011. The $11 million

difference between the gross contractual valuetl@@stimated fair value assigned represents atreisémate as of July 15, 2011 of contractual dasis
that would not be collecte

We have retrospectively adjusted our preslipreported preliminary assignment of the aggee@avvis consideration for changes to our
original estimates. These changes are the resatidifional information obtained since the filinfgour Form 10-K for the year ended
December 31, 2011, which occurred during the orse-geeasurement period. Due to these revisionsriestimates, (i) customer relationships
decreased $55 million due to a decrease in ouocwstrelationships valuation, (ii) property, plamd equipment increased $32 million
primarily from a revision to our valuation of oumpgital lease assets, and (iii) deferred creditsaiher liabilities decreased by $30 million
primarily from changes in deferred taxes. Amongeothinor revisions, goodwill decreased by $8 millas an offset to the above-mentioned
changes. The depreciation and amortization expems&ct of the adjustments to intangible assetspmoperty, plant and equipment valuations
did not result in a material change to previouslgparted amounts.

Acquisition of Qwes

On April 1, 2011, we acquired all of thastanding common stock of Qwest, a provider of dati@rnet, video and voice services
nationwide and globally. We entered into this asijisin, among other things, to realize certaintstyiz benefits, including enhanced financial
and operational scale, market diversification awttaged combined networks. As of the acquisitae dQwest served approximately
9.0 million access lines and approximately 3.0ionllbroadband subscribers across 14 states. Each shQwest common stock outstanding
immediately prior to the acquisition converted ittie right to receive 0.1664 shares of Centuryldofimon stock, with cash paid in lieu of
fractional shares. The aggregate considerationd2a<273 billion based on:

. the 294 million shares of CenturyLink common stdued to consummate the acquisition;
. the closing stock price of CenturyLink common statiarch 31, 2011 of $41.55;
. the estimated net value of the pre-combinationipof share-based compensation awards assumedridyr@Link of

$52 million (excluding the value of restricted stancluded in the number of issued shares specii®Ve); and

. cash paid in lieu of the issuance of fracticstedres of $5 million.
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We assumed approximately $12.7 billionasfg-term debt in connection with our acquisitiorQafest.

We have completed our valuation of the ¥aiue of Qwest's assets acquired and liabilittessimed, along with the related allocations to
goodwill and intangible assets. The aggregate densiion exceeded the aggregate estimated faie vdlthe assets acquired and liabilities
assumed by $10.123 billion, which we have recoghaegoodwill. This goodwill is attributable toatiegic benefits, including enhanced
financial and operational scale, market diverstf@aand leveraged combined networks that we exjoeretalize. None of the goodwill
associated with this acquisition is deductibleif@mome tax purposes.

The following is our assignment of the aggate consideration:

April 1, 2011
(Dollars in millions)

Cash, accounts receivable and other current as $ 2,121
Property, plant and equipme 9,52¢
Identifiable intangible asse

Customer relationshiy 7,55¢

Capitalized softwar 1,70z

Other 18¢
Other noncurrent asse 39C
Current liabilities, excluding current maturitieklong-term debt (2,426
Current maturities of lor-term deb (2,427
Long-term debi (10,257
Deferred credits and other liabiliti (4,239
Goodwill 10,12:
Aggregate consideratic $ 12,27:
* Includes estimated fair value of $1.194 billion &mcounts receivable which had gross contractuaévat $1.274 billion on April 1, 2011. The $80 hdh

difference between the gross contractual valuetlaméstimated fair value assigned represents atrelsémate as of April 1, 2011 of contractual cémivs
that would not be collecte

We have retrospectively adjusted our reggbatssignment of the aggregate Qwest consideratiaihanges to our original estimates of the
fair value of certain items at the acquisition ddteese changes are the result of additional inftion obtained since the filing of our Form 10-
K for the year ended December 31, 2011, which ageduduring the one-year measurement period. Dtleetse revisions of our estimates,
(i) identifiable intangible assets decreased duwe$67 million decrease in our customer relatigushaluation, (ii) property, plant and
equipment decreased by $24 million primarily fromegision to our valuation of our buildings, anii) @eferred credits and other liabilities
decreased by $63 million primarily from a revisiorone of our lease valuations and changes inahiities. Among other minor revisions,
goodwill increased by $17 million as an offsethie above-mentioned changes. The depreciation andiaation expense impact of the
adjustments to intangible assets and propertyt plach equipment valuations did not result in a matehange to previously reported amounts

On the acquisition date, we assumed Qwestisngencies. For more information on our corgimgjes, see Note 15—Commitments and
Contingencies.
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Acquisition-Related Expenses

We have incurred operating expenses retatedr acquisition of Savvis in July 2011, QwesApril 2011 and Embarq in July 2009. The
table below summarizes our expenses related taaguisitions, which consist primarily of integratiand severance expenses:

Years Ended December 31
2012 2011 2010
(Dollars in millions)
Acquisitior-related expense $ 83 467 14t

The total amounts of these expenses acgnéed in our cost of services and products atithgegeneral and administrative expenses.

At December 31, 2012, we had incurred caive acquisition related expenses, consisting giignof integration and severance related
expenses, of $56 million for Savvis and $464 millfor Qwest. In addition to the acquisition-relategbenses included in the schedule for the
year ended December 31, 2011, transaction expénsies amount of $16 million were incurred in coatien with terminating an unused lo
financing commitment related to our Savvis acqigisitThis amount was not considered an operatitigigcand therefore not included as an
operating expense.

Qwest incurred cumulative pre-acquisitietated expenses of $71 million, including $36 riilin periods prior to being acquired and
$35 million on the date of acquisition. Savvis irred cumulative pre-acquisition related expense&2@ million, including $3 million in
periods prior to being acquired and $19 milliontba date of acquisition. These amounts are notidsd in our results of operations.

References to Acquired Business

In the discussion that follows, we refethie incremental business activities that we noeraig as a result of the Savvis acquisition and
the Qwest acquisition as "Legacy Savvis" and "Lgdawest", respectively. References to "Legacy Oshink"”, when used to a comparison
of our consolidated results for the years endeceboer 31, 2012 and 2011, mean the business weteggnaor to the Qwest and Savvis
acquisitions.

Combined Pro Forma Operating Results (Unaudited)

The following unaudited pro forma finandiaflormation presents the combined results of Qehink as if the Qwest and Savvis
acquisitions had been consummated as of JanuagAD,

Years Ended December 31,

2011 2010
(Dollars in millions)
Operating revenue $ 18,69: 19,43:
Net income 601 29:¢
Basic earnings per common sh .97 Ag
Diluted earnings per common shi .97 A8

This pro forma information reflects certaijustments to previously reported operating tesabnsisting of primarily:

. decreased operating revenues and expenses duedlinimation of deferred revenues and deferredesgs associated with
installation activities and capacity leases thatensssigned no
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value at the acquisition date and the eliminatibttamsactions among CenturyLink, Qwest and Sathas are now subject to
intercompany elimination;

. increased amortization expense related to idehldimtangible assets, net of decreased depregiatipense to reflect the fair
value of property, plant and equipment;

. decreased recognition of retiree benefit expefeeQwest due to the elimination of unrecogniaetliarial losses;

. decreased interest expense primarily due tathertization of an adjustment to reflect the inseshfair value of long-term debt

of Qwest recognized on the acquisition date; and

. the related income tax effects.

The pro forma information does not necelssaaflect the actual results of operations hagl @west and Savvis acquisitions been
consummated at January 1, 2010, nor is it necésgadicative of future operating results. The fjwoma information does not adjust for
integration costs incurred by us, Qwest and Sadwigng 2011 (which are further described abovéig hote) or integration costs to be
incurred by us in future periods. In addition, tive forma information does not give effect to amygmtial revenue enhancements, cost
synergies or other operating efficiencies that doabult from the acquisitions (other than thosdized in our historical consolidated financial
statements after the respective acquisition dates).

(3) Goodwill, Customer Relationships and Other ltangible Assets
Goodwill, customer relationships and ofinésingible assets consisted of the following:

December 31, December 31,

2012 2011
(Dollars in millions)
Goodwill $ 21,73. 21,73:
Customer relationships, less accumulated amoiza
of $2,524 and $1,33 7,052 8,23¢
Indefinite-life intangible asset 26¢ 422
Other intangible assets subject to amortiza
Capitalized software, less accumulated amortizat
of $814 and $44 1,39¢ 1,62
Trade names and patents, less accumulated
amortization of $142 and $- 12¢ 19¢
Total other intangible assets, | $ 1,79¢ 2,24:

Total amortization expense for intangitdsets for the years ended December 31, 2012, 20112040 was $1.682 billion, $1.425 billion
and $206 million, respectively.
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We estimate that total amortization expdoséntangible assets for the years ending Decer@be2013 through 2017 will be as follows:

(Dollars in millions)

2013 $ 1,49:
2014 1,36¢
2015 1,232
2016 1,104
2017 98¢

Our goodwill was derived from numerous asigions whereby the purchase price exceeded thedhie of the net assets acquired. For
more information on our recent acquisitions andiltewy fair values, see Note 2—Acquisitions. Durthg year ended December 31, 2012,
during the respective one-year measurement pefdodsir recent acquisitions we retrospectively atd our previously reported preliminary
assignment of the aggregate consideration for dmtwour original estimates. Due to these revssiorour estimates, goodwill increased by
$8 million. This adjustment to goodwill has beeflagted in the balance sheets for both Decembe2@12 and December 31, 2011.

Effective April 1, 2012, we restructured @perating segments to support our new operatigtsire. As a result, we reassigned goodwil
to our reporting units using a relative fair vahlocation approach. As of December 31, 2012, wéated our goodwill balances to our
segments as follows:

December 31, 201,
(Dollars in millions)

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

We test our goodwill for impairment annyathr, under certain circumstances, more frequestlgh as when events or circumstances
indicate there may be impairment. We are requinadrite down the value of goodwill only in periotiswhich the recorded amount of
goodwill exceeds the estimated fair value. Our ahmeasurement date for testing impairment is $aipde 30. As of September 30, 2012, we
tested for goodwill impairment on our reportingtsnivhich are our four operating segments (regiorakets, wholesale markets, enterprise
markets—network and enterprise marketita hosting) that we recognized following our lingd reorganization in the second quarter of 2

We adopted the provisions of ASU 2011-08stihg Goodwill for Impairment, in the third quartd 2011, which permits us to make a
qualitative assessment of whether it is more likken not that a reporting unit's, which we reteas our segments, fair value is less than its
carrying amount before applying the two-step godldmipairment test, which requires us (i) in stepepto identify potential impairments by
comparing the estimated fair value of a reporting against its carrying value and (ii) in step tw@quantify any impairment identified in step
one. At September 30, 2012, as a result of thentéesternal reorganization of our four segmentsdigenot have a baseline valuation to perf
a qualitative assessment. We estimated the faiewvafl our four segments using an equal weightirsetd@n a market approach and a
discounted cash flow method. The market approachdes the use of comparable multiples of publicdged companies whose services are
comparable to ours. The discounted cash flow meithbdsed on the present value of projected casisfand a terminal value, which
represents the expected normalized cash flowseofélyments beyond the cash flows from the disoieéeyear projection period. We
discounted the estimated cash flows for our rediona
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markets, wholesale markets, and enterprise marketsaork segments using a rate that represents keimaarticipant's weighted average cost
of capital, which we determined to be approxima&Bf6 as of the measurement date (which was coetpaban aftetax cost of debt of 3.2
and a cost of equity of 8.4%). We discounted thiena¢ed cash flows of our enterprise markets—dastihg segment using a rate that
represents a market participant's estimated wedghterage cost of capital, which we determinedetajproximately 11.0% as of the
measurement date (which was comprised of an aftecdst of debt of 3.2% and a cost of equity 00%). We also reconciled the estimated
fair values of the segments to our market capatin as of September 30, 2012 and concludedhlandicated implied control premium of
approximately 14% was reasonable based on re@argactions in the market place. Based on our anglgsformed with respect to our
reporting units described above, we have concltldadour goodwill is not impaired.

Our long-lived intangible assets with ind@&é lives are tested for impairment annually,wrder certain circumstances, more frequently,
such as when events or circumstances indicate thayebe an impairment. These assets are carrtadtatical cost if their estimated fair value
is greater than their carrying amounts. Howeveheir estimated fair value is less than the cagymount, other indefinite-lived intangible
assets are reduced to their estimated fair valhoeitin an impairment charge to our consolidateestahts of operations. We early adopted the
provisions of ASU 2012-2, Intangibles—Goodwill adther (Topic 350): Testing Indefiniteived Intangible Assets for Impairment, during
fourth quarter of 2012, which allows us the optiofiirst review qualitative factors to determine tikelihood of whether the indefinite-lived
intangible asset is impaired before performing alitative impairment test. Under this approachyéf determine that it is more likely than not
that the indefinite-lived intangible asset is inrpdi we will be required to compute and compardahevalue of the indefinite-lived intangible
asset to its carrying amount to determine and nmedbe impairment loss, if any. We completed ouwaligative assessment as of December 31
2012 and concluded it is not more likely than mait tour indefinite-lived intangible assets are iimg@ thus, no impairment charge was
recorded in 2012.

During the second quarter of 2012, we cottemito a plan to sell our Advanced Wireless Sewi& Block and 700 MHz wireless in the
A, B, and C Blocks, which in the aggregate hadsisbaf $154 million. We sold $58 million of our wiess spectrum assets during the fourth
quarter of 2012, and we sold another $43 millioowf wireless spectrum assets in January 2018elaggregate, these transactions resulted
a gain of $32 million. We expect to reach agreemaiith various other purchasers for the remainpgrtum, and the consummation of which
will be subject to regulatory approval.

103




Table of Contents
(4) Long-Term Debt and Credit Facilities

Long-term debt, including unamortized disets and premiums, at December 31, 2012 and 20isisted of borrowings by
CenturyLink, Inc. and certain of its subsidiaries|uding Qwest and Embarg Corporation ("Embargs)follows:

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

CenturyLink, Inc.

Senior note: 5.000%- 7.650% 2013-2042 $ 6,25( 4,51¢
Credit facility 1.960%- 4.000% 2017 82C 271
Term loan 2.22% 2019 424 —
Subsidiaries
Qwest
Senior note$? 3.558%- 8.375% 2013- 2052 9,16¢ 11,46(
Embarq
Senior note! 7.082%- 7.995% 2016- 2036 2,66¢ 4,013
First mortgage
bonds 6.875%- 8.770% 2013- 2025 32z 32z
Other 6.750%- 9.000¥ 2013- 2019 20C 20C
Other subsidiary note
First mortgage note — 65
Capital lease and other
obligations Various Various 734 712

Unamortized premiums
(discounts) and other

net 18 26¢
Total lon¢-term debt 20,60¢ 21,83¢
Less current maturitie (1,20%) (480)

Long-term debt,
excluding current
maturities $ 19,40( 21,35¢

1) The information presented here illustrates ther@sterates and maturity on our credit facility eseaded and restated on April 6, 2012. The outstanainount
of our Credit Facility borrowings at December 3012 was $820 million with a weighted average irgerate of 2.45%.

) The $750 million of Qwest Corporation Notes due2@ie floating rate notes, with a rate that rese¢sy three months. As of the most recent measuredage
of December 17, 2012, the rate for these notes3v&E8%.

New Issuance:
2012

On June 25, 2012, QC issued $400 milliogregate principal amount of 7.00% Notes due 20%Xahange for net proceeds, after
deducting underwriting discounts and expenses387$nillion. The Notes are unsecured obligatiors may be redeemed, in whole or in part
on or after July 1, 2017 at a redemption price Etua00% of the principal amount redeemed pluswset interest.

On April 18, 2012, CenturyLink entered iatéerm loan in the amount of $440 million with Gotk and several other Farm Credit Systen
banks. This term loan is payable in 29 consecuuerterly installments of $5.5 million in principglus interest through April 18, 2019, when
the balance will be due. We have the option of pgynonthly interest based upon either London IatekiOffered Rate ("LIBOR") or the base
rate (as defined in the credit agreement) pluspptiGable margin between 1.50% to 2.50% per anmmiiBBOR loans and 0.50% to 1.50%
per annum for base
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rate loans depending on our then current seniaraured long-term debt rating. Our term loan is goteed by two of our wholly-owned
subsidiaries, Embarq and QCII, and one of QClI'sllykowned subsidiaries. The remaining terms antb@@ns of our term loan are
substantially similar to those set forth in our @téacility, described in this Note below underé@it Facilities."

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

On March 12, 2012, CenturyLink issued @58 million aggregate principal amount of 7.65%iSeNotes due 2042 in exchange for net
proceeds, after deducting underwriting discouritapproximately $644 million and (ii) $1.4 billicaggregate principal amount of 5.80%
Senior Notes due 2022 in exchange for net proceds,deducting underwriting discounts, of appneaiely $1.389 billion. The Notes are
unsecured obligations and may be redeemed atmeyan the terms and conditions specified therein.

2011

On October 4, 2011, our indirect wholly @arsubsidiary, QC issued $950 million aggregatecgal amount of its 6.75% Notes due
2021 in exchange for net proceeds, after deductimagrwriting discounts and expenses, of $927 millithe notes are senior unsecured
obligations of QC and may be redeemed, in whoie part, at a redemption price equal to the greatténeir principal amount or the present
value of the remaining principal and interest pagta@iscounted at a U.S. Treasury interest rateifspet in the indenture agreement plus 50
basis points. In October 2011, QC used the netgeaix from this offering, together with the $557limmil of net proceeds received on
September 21, 2011 from the debt issuance desdo#deds and available cash, to redeem the $1.500rb&ggregate principal amount of its
8.875% Notes due 2012 and to pay all related fadeapenses, which resulted in an immaterial loss.

On September 21, 2011, QC issued $575amidiggregate principal amount of its 7.50% Notes 20061 in exchange for net proceeds,
after deducting underwriting discounts and expense$557 million. The notes are senior unsecutdiyations of QC and may be redeemed,
in whole or in part, on or after September 15, 28L& redemption price equal to 100% of the prialcgmount redeemed plus accrued and
unpaid interest to the redemption date.

On June 16, 2011, we issued unsecuredrsenies with an aggregate principal amount of $2I®n ("Senior Notes"), consisting of
() $400 million of 7.60% Senior Notes, Series Be @039, (ii) $350 million of 5.15% Senior Notegri®s R, due 2017 and (iii) $1.250 billion
of 6.45% Senior Notes, Series S, due 2021. Aftduding underwriting discounts and expenses, weived aggregate net proceeds of
$1.959 hillion in exchange for the Senior Notes. W&y redeem the Senior Notes, in whole or in @drdny time at a redemption price eque
the greater of their principal amount or the présafue of the remaining principal and interestrpapnts discounted at a U.S. Treasury interes
rates plus 50 basis points. We used the net prededdnd a portion of our acquisition of Savvislaapay certain of Savvis' debt. See Note 2-
Acquisitions for additional information. In April®.1, we received commitment letters from two bawoksrovide up to $2.0 billion in bridge
financing for the Savvis acquisition. This arrangatrwas terminated in June 2011 in connection thighssuance of the Senior Notes resul
in $16 million in transaction expenses recognizedther income (expense), net.

On June 8, 2011, QC issued $661 milliorregate principal amount of its 7.375% Notes dueld@fexchange for net proceeds, after
deducting underwriting discounts and expenses6423$nillion. The notes are unsecured obligation@6fand may be redeemed, in whole or
in part, on or after June 1,
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2016 at a redemption price equal to 100% of thecipal amount redeemed plus accrued and unpaicksite the redemption date.
Repayment:
2012
On October 26, 2012, QCII redeemed all $580on of its 8.00% Notes due 2015, which resdlie a gain of $15 million.

On August 29, 2012, certain subsidiarie€effituryLink paid $29 million and $30 million, resgively, to retire its outstanding Rural
Utilities Service and Rural Telephone Bank debt.

On August 15, 2012, CenturyLink paid at uniy the $318 million principal amount of its 7 %% Notes.

On July 20, 2012, QC redeemed all $484ionilbf its 7.50% Notes due 2023, which resultedriimmaterial loss.

On May 17, 2012, QCIl redeemed $500 milldrits 7.50% Notes due 2014, which resulted innamaterial gain.

On April 23, 2012, Embarg redeemed the iemg $200 million of its 6.738% Notes due 2013 iethresulted in an immaterial loss.

On April 18, 2012, QC completed a cash ¢erudfer to purchase a portion of its $811 millwfB8.375% Notes due 2016 and its
$400 million of 7.625% Notes due 2015. With respedts 8.375% Notes due 2016, QC received andpéeddenders of approximately
$575 million aggregate principal amount of thestespor 71%, for $722 million including a premiui®es and accrued interest. With respe
its 7.625% Notes due 2015, QC received and accépbelers of approximately $308 million aggregatagipal amount of these notes, or 77
for $369 million including a premium, fees and aed interest. The completion of this tender ofémulted in a loss of $46 million.

On April 2, 2012, Embarg completed a castuéer offer to purchase a portion of its $528 wnillof 6.738% Notes due 2013 and its
$2.0 billion of 7.082% Notes due 2016. With resgedts 6.738% Notes due 2013, Embarq receivedaandpted tenders of approximately
$328 million aggregate principal amount of thestespor 62%, for $360 million including a premiui®es and accrued interest. With respe
its 7.082% Notes due 2016, Embarq received andosedeéenders of approximately $816 million aggregatncipal amount of these notes, or
41%, for $944 million including a premium, fees atrued interest. The completion of these tenffersoresulted in a loss of $144 million.

On March 1, 2012, QCII redeemed $800 millad its 7.50% Notes due 2014, which resulted itnamaterial gain.

2011

In October 2011, QC used the net proce&@927 million from the October 4, 2011 issuanoggether with the $557 million of net
proceeds received from the September 21, 2011liskizEnce described above and available cash, ¢emethe $1.5 billion aggregate principal
amount of its 8.875% Notes due 2012 and to pasekited fees and expenses, which resulted in aratamal loss.

In June 2011, QC used the net proceedé4i #illion from the June 8, 2011 debt issuancgetieer with available cash, to redeem

$825 million aggregate principal amount of its A8y Notes due 2011 and to pay related fees and s&pewhich resulted in an immaterial
loss.
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Credit Facilities

On April 6, 2012, we amended and restatedbd.7 billion revolving credit facility to increa the aggregate principal amount available t
$2.0 billion and to extend the maturity date toiRP017. This amended credit facility (the "CreBécility") has 18 lenders, with commitments
ranging from $2.5 million to $181 million and allswas to obtain revolving loans and to issue upia0$million of letters of credit, which will
reduce the amount available for other extensiorsatfit. Interest is assessed on borrowings usthgrehe LIBOR or the base rate (as definec
in the Credit Facility) plus an applicable margetween 1.25% and 2.25% per annum for LIBOR loams(ap5% and 1.25% per annum for
base rate loans depending on our then currentrsems@cured longerm debt rating. Our obligations under the Cr&ditility are guaranteed
two of our wholly-owned subsidiaries, Embarqg andiQ&nd one of QCII's wholly-owned subsidiariestte event of a ratings decline below
"investment grade" as defined, Savvis and its dpgraubsidiaries will become guarantors of thed@reacility. As of December 31, 2012,
there was $820 million outstanding under the CrEdldility.

In April 2011, we entered into a $160 rofliuncommitted revolving letter of credit facilishich enables us to provide letters of credit
under terms that may be more favorable than thodenthe Credit Facility. At December 31, 2012, outstanding letters of credit totaled
$120 million under this facility.

Aggregate Maturities of Lon-Term Debt
Aggregate maturities of our long-term d@btcluding unamortized premiums, discounts andripthe

(Dollars in millions)

2013 $ 1,20t
2014 781
2015 54t
2016 1,48¢
2017 2,31
2018 and thereafts 14,25¢
Total lon¢-term deb $ 20,58

Interest Expenst

Interest expense includes interest on tengr debt. The following table presents the amadiigiross interest expense, net of capitalized
interest:

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

Interest expenst

Gross interest expen $ 1,36: 1,09 557
Capitalized interes (43 (25) (13
Total interest expens $ 1,31¢ 1,072 544
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Covenants

Certain of our loan agreements containoesrirestrictions, as described more fully belowe €hvenants currently in place result in no
significant restriction to the transfer of funderfr our consolidated subsidiaries to CenturyLink.

The senior notes of CenturyLink were issueder an indenture dated March 31, 1994. Thisnnde does not contain any financial
covenants, but does include restrictions that lenit ability to (i) incur, issue or create liensonpour property and (ii) consolidate with or
merge into, or transfer or lease all or substdgtél of our assets to any other party. The indemtloes not contain any provisions that are
impacted by our credit ratings or that restrictidgiance of new securities in the event of a nai@dverse change to us.

The indentures governing Qwest's debt #Esicontain customary covenants that restriciathity of Qwest or its subsidiaries from
incurring additional debt, making certain paymeantd investments, granting liens, and selling ardferring assets. We do not anticipate that
these covenants will significantly restrict ourlapito manage cash balances or transfer cash leeteetities within our consolidated group of
companies as needed.

Since the Qwest parent company has achiewvedtment grade ratings from one of the ratingnaies, most of the covenants listed above
have been suspended. These covenants will beatdst the Qwest parent company loses the invadtgrade rating from that agency. Uni
the indenture governing these notes, we must repsecthe notes upon certain changes of controthakére not triggered upon the
acquisition on April 1, 2011. This indenture alsmtins provisions for cross acceleration relatimgny of our other debt obligations and the
debt obligations of our restricted subsidiariearnaggregate amount in excess of $100 million.

Embarg's senior notes were issued purgaamt indenture dated as of May 17, 2006. While &mlis generally prohibited from creating
liens on its property unless its senior notes aceied equally and ratably, Embarq can create bents property without equally and ratably
securing its senior notes so long as the sum a@fddbtedness so secured does not exceed 15% @rgsbonsolidated net tangible assets.
indenture contains customary events of defaulterafrwhich are impacted by Embarq's credit ratifige indenture does not contain any
financial covenants or restrictions on the abiidyssue new securities in accordance with thegarhthe indenture.

Several of our other subsidiaries havetaoting first mortgage bonds or notes. Each is§tizese first mortgage bonds or notes is
secured by substantially all of the property, pamd equipment of the issuing subsidiary. Approxetya21% of our property, plant and
equipment is pledged to secure the long-term diettilosidiaries.

Under the Credit Facility, we, and our medi subsidiary, QC, must maintain a debt to EBIT(@Arnings before interest, taxes,
depreciation and amortization, as defined in owd@r~acility) ratio of not more than 4:1 and 2B5espectively, as of the last day of each
fiscal quarter for the four quarters then endec Thedit Facility also contains a negative pledmeéeaant, which generally provides restricti
if we pledge assets or permit liens on our propentyl requires that any advances under the Cradiliy must also be secured equally and
ratably. The Credit Facility also has a cross paytdefault provision, and the Credit Facility arattain of our debt securities also have cross
acceleration provisions.

At December 31, 2012, we were in compliawih all of the provisions and covenants contaiimedur Credit Facility and other debt
agreements.
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(5) Accounts Receivable
The following table presents details of aocounts receivable balances:

December 31

2012 20111
(Dollars in millions)

Trade and purchased receivak $ 1,78 1,76¢

Earned and unbilled receivabl 274 29¢

Other 19 31
Total accounts receivab 2,07t 2,09t

Less: allowance for doubtful accoul (15¢%) (14%)
Accounts receivable, less allowar $ 1,917 1,95(
(1) We have reclassified prior period amounts to canfty the current period presentation.

We are exposed to concentrations of crezktfrom residential and business customers withinlocal service area, business customers
outside of our local service area and from othlectammunications service providers. We generallyadorequire collateral to secure our
receivable balances. We have agreements with tedlemommunications service providers whereby weeatw 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 aie@ourse basis and include these amounts in couats receivable balance. We have not
experienced any significant loss associated wiisélpurchased receivables.

The following table presents details of allowance for doubtful accounts:

Beginning Ending
Balance Additions Deductions Other Balance
(Dollars in millions)
201z $ 14t 187 174 — 15¢
2011 $ 60 158 (68) — 14kE
201C $ 48 91 79 — 60
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(6) Property, Plant and Equipment

Net property, plant and equipment is conepasf the following:

Depreciable December 31
Lives 2012 2011
(Dollars in millions)
Land N/A $ 57¢ 59C
Fiber, conduit and other outside
plant(1) 15-45 year 13,03( 12,41¢
Central office and other network
electronics? 3-10 year 11,39¢ 9,68
Support asset$) 3-30 year 6,23¢ 6,09¢
Construction in progres® N/A 847 198
Gross property, plant and equipm 32,08t 29,58t
Accumulated depreciatic (13,05¢) (10,149
Net property, plant and equipme $ 19,03: 19,44
1) Fiber, conduit and other outside plant consist#bef and metallic cable, conduit, poles and o#wgporting structures.
) Central office and other network electronics cassig circuit and packet switches, routers, trassion electronics and electronics providing sertice
customers.
3) Support assets consist of buildings, computersodtmet administrative and support equipment.
4) Construction in progress includes inventory heldcanstruction and property of the aforementiorns@gories that has not been placed in serviceisstitl

under constructior

Effective January 1, 2012, we changed atesrof capitalized labor as we transitioned cewéiQwest's legacy systems to our historical
company systems. This transition resulted in ameséd $40 million to $55 million increase in the@unt of labor capitalized as an asset
compared to the amount that would have been cigithif Qwest had continued to use its legacy systand a corresponding estimated
$40 million to $55 million decrease in operatingperses for the year ended December 31, 2012. Toetien in expenses described above
of tax, increased net income approximately $25iomilto $34 million, or $0.04 to $0.05 per basic aildted common share, for the year ende
December 31, 2012.

Effective January 1, 2012, we changed stimates of the remaining useful lives and netagdwalue for certain telecommunications
equipment. These changes resulted in additionakdegion expense of approximately $26 million tioe year ended December 31, 2012. Thi
additional depreciation expense, net of tax, redues income by approximately $16 million, or $0f8 basic and diluted common share, for
the year ended December 31, 2012.

During the year ended December 31, 2012jiseovered and corrected an error that resultesh ioverstatement 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 #ze gnded December 31, 2012.

During the first and second quarters of2Qte retrospectively adjusted our reported prelany assignment of the aggregate Qwest and
Sawvis consideration for changes to our origintihestes of the fair value of buildings at the asifion date. This retrospective adjustment
increased the previously reported December 31, 20pfport assets by $8 million.
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During 2012, we reclassified certain pperiod amounts of inventory held for constructiortonform to the current period presentation.
This reclassification increased construction ingoess at December 31, 2011 by $55 million with isetting decrease to fiber, conduit and
other outside plant and central office and othéwoek electronics by $8 million and $47 million spectively.

We recorded depreciation expense of $30088n, $2.601 billion and $1.228 billion for theears ended December 31, 2012, 2011 and
2010, respectively.

Asset Retirement Obligatior

At December 31, 2012, our asset retirernblifjations balance was primarily related to estadduture costs of removing equipment fi
leased properties and estimated future costs gieplpdisposing of asbestos and other hazardousriaistupon remodeling or demolishing
buildings. Asset retirement obligations are incliliite other long-term liabilities on our consolidatealance sheets.

The following table provides asset retiratabligation activity:

Years Ended
December 31,

2012 2011 2010
(Dollars in millions)

Balance at beginning of ye $ 10¢ 41 39
Accretion expens 7 9 2
Liabilities incurred 1 — —
Liabilities assumed in Qwest and

Savwvis acquisition — 124 —
Liabilities settled and othe¢ (@D} (©)] —
Change in estimat (20 (62 —
Balance at end of ye: $ 10€ 10¢ 41

During 2012 and 2011, we revised our edeésiéor the cost of removal of network equipmeshestos remediation, and other obligations
by $10 million and $62 million, respectively. Thaseisions resulted in a reduction of the asséteraent obligation and offsetting reductior
gross property, plant and equipment.

(7) Severance and Leased Real Estate

Periodically, we have reductions in our kiorce and have accrued liabilities for relatedesemce costs. These workforce reductions
resulted primarily from the progression or completof our integration plans, increased competitikessures and reduced workload demands
due to the loss of access lines.

We report severance liabilities within acmt expenses and other liabilities-salaries andfiierin our consolidated balance sheets and
report severance expenses in cost of servicesraddqts and selling, general and administrativeeagps in our consolidated statements of
operations. We have not allocated any severancensgpto our regional, enterprise and wholesale eimdegments.

In periods prior to our acquisition of Qweldwest had ceased using certain real estatét thias leasing under long-term operating leases
As of the April 1, 2011 acquisition date, we reciagd liabilities to reflect our preliminary estineatof the fair values of the existing lease
obligations for real estate for which we had ceassdg, net of estimated sublease rentals. Ourédire estimates were determined using
discounted cash flow methods. We recognize exptensslect accretion of the discounted liabilitersd periodically, we adjust the expense
when our actual experience differs from
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our initial estimates. We report the current portd liabilities for ceased-use real estate leasescrued expenses and other liabilities and
report the noncurrent portion in deferred creditd ather liabilities in our consolidated balanceets. We report the related expenses in se
general and administrative expenses in our coregeliistatements of operations. At December 31,,28&Zurrent and noncurrent portions of
our leased real estate accrual were $19 million$dri® million, respectively. The remaining leasenterange from 0.1 to 13.0 years, with a
weighted average of 9.0 years.

Changes in our accrued liabilities for samee expenses and leased real estate were agsollo

Severance Real Estate
(Dollars in millions)
Balance at December 31, 20 $ 18 —
Accrued to expens 132 6
Liabilities assumed in Qwest acquisiti 2C 16¢
Payments, ne (139 (21)
Balance at December 31, 20 37 158
Accrued to expens 9€ 2
Payments, ne (113 (24)
Reversals and adjustmel ©)] —
Balance at December 31, 20 $ 17 131

Our severance expenses for the year endedriber 31, 2011 included $12 million of share-Basenpensation associated with the
accelerated vesting of stock awards that occurr@dmnnection with workforce reductions relatinghe acquisition of Qwest.

(8) Employee Benefits
Pension, PosRetirement and Other Post-Employment Benefits

We sponsor several defined benefit penglans, which in the aggregate cover a substamigign of our employees including separate
plans for Legacy CenturyLink, Legacy Qwest and loygambarq employees. Until such time as we eletitegrate the Qwest and Embarq
benefit plans with ours, we plan to continue torapeethese plans independently. Pension benefisafticipants of these plans who are
represented by a collective bargaining agreemenbased on negotiated schedules. All other paatiti) pension benefits are based on each
individual participant's years of service and congagion. We use a December 31 measurement dad# fur plans. In addition to these tax
qualified pension plans, we also maintain non-djgalipension plans for certain former highly comgsied employees. We maintain post-
retirement benefit plans that provide health calide insurance benefits for certain eligibleinets. We also provide other post-employment
benefits for eligible former employees.

Pension

In connection with the acquisition of QwestApril 1, 2011, we assumed defined benefit pampians sponsored by Qwest for its
employees. Based on a valuation analysis, we révedia $490 million net liability at April 1, 20%r the unfunded status of the Qwest
pension plans, reflecting projected benefit oblmya of $8.3 billion in excess of the $7.8 billitair value of plan assets.

Current funding laws require a company withlan shortfall to fund the annual cost of besefarned in addition to a seven-year
amortization of the shortfall. Our funding poliayrfthe pension plans is to make contributions withobjective of accumulating sufficient
assets to pay all qualified
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pension benefits when due under the terms of tresplThe accounting unfunded status of our qudljfiension plans was $2.5 billion as of
December 31, 2012.

We made cash contributions of approxima®@g million in 2012 to our qualified pension plaBairing the first quarter of 2013, we mg
a series of cash contributions totaling $147 millio our qualified pension plans. Based on cur@mg and circumstances, we do not expect
any further required contributions to these planglie remainder of 2013.

In 2010, to align our benefit structuresalbto those offered by our competitors, we frozelegacy CenturyLink and Legacy Embarq
pension benefit accruals for our non-representgal@mes at December 31, 2010. Such action resultadeduction of our benefit obligation
of approximately $110 million and resulted in teeagnition of a curtailment gain of approximateBi$nillion in 2010. Prior to their
acquisition on April 1, 2011, Qwest had frozenpignsion benefit accruals for non-represented ereplay

Other Post-Retirement Benefits

Our post-retirement health care plans gleyiost-retirement benefits to qualified retirédse post-retirement health care plans we
assumed as part of our acquisitions of Qwest anblaEsnprovide 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. Our plans use@®ber 31 measurement date.

In connection with the acquisition of QwestApril 1, 2011, we assumed post-retirement biepkns sponsored by Qwest for certain of
its employees. At April 1, 2011, we recognized &%4llion liability for the unfunded status of Queftés post-retirement benefit plans, reflecting
estimated accumulated post-retirement benefit abbgs of $3.3 billion in excess of the $762 mitlifair value of the plan assets.

No contributions were made to the posteetient trusts in 2012 or 2011, and we do not exjoectake a contribution in 2013.
A change of 100 basis points in the assuimiédl health care cost trend rate would have tiedfollowing effects in 2012:
100 Basis
Points Change

Increase (Decrease’
(Dollars in millions)

Effect on the aggregate of the service and inteestt

components of net periodic post-retirement bemafitense

(statement of operation $ 3 3
Effect on benefit obligation (balance she 77 (70

We expect our health care cost trend mtietrease by 0.25% per year from 6.75% in 20Eh toltimate rate of 4.50% in 2022. Our post
retirement health care expense, for certain ebglitdgacy Qwest retirees and certain eligible LedaengturyLink retirees, is capped at a set
dollar amount. Therefore, those health care benbfigations are not subject to increasing heaite ¢rends after the effective date of the cap:s
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Expected Cash Flows

The qualified pension, non-qualified pensimd post-retirement health care benefit paymeamispremiums and 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 repiopalations and have been reduced by estimateitipartt contributions.

Post-Retirement Medicare Part D
Pension Plans Benefit Plans Subsidy Receipts
(Dollars in millions)

Estimated future benefit

payments

2013 $ 1,051 377 (25)
2014 1,00€ 37C (26)
2015 99¢ 35¢ (28)
2016 98t 34¢ (29)
2017 972 33¢ (31)
2018- 2022 4,62¢ 1,511 (179)

Net Periodic Benefit Expens

The measurement date used to determinéguem®n-qualified pension and post-retirement theedre and life insurance benefits is
December 31. The actuarial assumptions used to atentipe net periodic benefit expense for our giealibension, non-qualified pension and
post-retirement benefit plans are based upon irdtiom available as of the beginning of the yeaprasented in the following table.

Pension Plans Pos-Retirement Benefit Plans

2012 2011 2010 2012 2011® 2010

Actuarial

assumptio

at

beginning

of year:
Discount rate 4.25%- 5.10% 5.00%- 5.50% 5.50%- 6.00% 4.60%- 4.80% 5.30% 5.70%- 5.80%
Rate of

compensa

increase 3.25% 3.25% 3.50%- 4.00% N/A N/A N/A
Expected

long-term

rate of

return on

plan asset 7.50% 7.50%- 8.00% 8.25%- 8.50% 6.00%- 7.50% 7.25% 7.25%
Initial health

care cost

trend rate N/A N/A N/A 8.00% 8.50% 8.00%
Ultimate

health car

cost trend

rate N/A N/A N/A 5.00% 5.00% 5.00%
Year ultimate

trend rate

is reachec N/A N/A N/A 201¢ 201¢ 201¢

N/A—Not applicable

1) This column does not consider Qwest's actuarialmpsons for its pension plan as of the beginniftihe year due to the acquisition date of Apri2@11.
Qwest had the following actuarial assumptions a&pfl 1, 2011: discount rate of 5.40%; expecteagiderm rate of return on plan assets 7.50%; aiatlesof
compensation increase of 3.50%.

) This column does not consider Qwest's actuarialmptions for its post-retirement benefit plan ashef beginning of the year due to the acquisitiate of

April 1, 2011. Qwest had the following actuariasasiptions as of April 1, 2011: discount rate of0843 expected long-term rate of return on plan asset
7.50%; initial health care cost trend rate of 7.508d ultimate health care trend rate of 5.00% toebehed in 201¢
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Net periodic pension expense, which inchuithe effects of the Qwest acquisition subsequeAptil 1, 2011, included the following
components:

Pension Plans
Years Ended December 31,

2012 20111 2010
(Dollars in millions)

Service cos $ 87 7C 61
Interest cos 625 56( 24¢
Expected return on plan ass (847) (709 (283)
Curtailment gair — — (21)
Settlement: — 1 —
Amortization of unrecognized priol

service cos 4 2 2
Amortization of unrecognized

actuarial lost 35 13 17
Net periodic pension (incom

expense $ (96) (63) 22
1) Includes $58 million of income related to the Qwglsins subsequent to the April 1, 2011 acquisidate.

Net periodic post-retirement benefit exgenghich includes the effects of the Qwest acqoisisubsequent to April 1, 2011, included the
following components:

Pos-Retirement Plans
Years Ended December 31,

2012 20111 2010
(Dollars in millions)

Service cos $ 22 18 15
Interest cos 17z 152 32
Expected return on plan ass (45) (42) (4)
Amortization of unrecognized priol

service cos — 2 3
Amortization of unrecognized

actuarial lost — — 1
Net periodic posretirement benefit

expense $ 15C 127 41
1) Includes $92 million related to the Qwest plansssgjuent to the April 1, 2011 acquisition date.
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Benefit Obligations

The actuarial assumptions used to comfnetéunded status for the plans are based upomiation available as of December 31, 2012
and December 31, 2011 and are as follows:

Pension Plans Post-Retirement Benefit Plans
December 31 December 31
2012 2011 2012 2011

Actuarial

assumptions
at end of
year:
Discount rate  3.25%-4.20%  4.25%- 5.10% 3.60%  4.60%- 4.80%
Rate of

compensa

increase 3.25% 3.25% N/A N/A
Initial health

care cost

trend rate N/A N/A 6.75% / 7.50¢ 7.25% / 8.000
Ultimate

health cart

cost trend

rate N/A N/A 4.50% 5.00%
Year ultimate

trend rate

is reachec N/A N/A 2022 / 202 201¢

N/A—Not applicable

The following table summarizes the chamgthe benefit obligations for the pension and pesitement benefit plans:

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

Change in benefit obligatic

Benefit obligation at beginning of ye $ 13,59¢ 4,53¢ 4,18
Service cos 87 7C 61
Interest cos 62t 56( 24¢€
Plan amendmen 14 12 4
Acquisitions — 8,261 —
Actuarial loss 1,56¢ 93( 427
Curtailment gair — — (110
Benefits paid by compar (5) (16) (5)
Benefits paid from plan asse (1,009 (767) (277

Benefit obligation at end of ye $ 14,88: 13,59¢ 4,53¢
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Pos-Retirement Benefit Plans
Years Ended December 31,
2012 2011 2010
(Dollars in millions)

Change in benefit obligatic

Benefit obligation at beginning of ye $ 3,93( 55¢ 582
Service cos 22 18 15
Interest cos 17: 152 32
Participant contribution 86 64 14
Plan amendmen — 31 —
Acquisitions — 3,28¢ —
Direct subsidy receipt 19 22 1
Actuarial loss (gain 26( 15% (32
Benefits paid by compar (268 (219 (45)
Benefits paid from plan asse (147 (139 9

Benefit obligation at end of ye $ 4,07¢ 3,93( 55¢

Our aggregate accumulated benefit obligadi® of December 31, 2012, 2011 and 2010 was $.&i8®n, $17.499 billion and
$4.509 billion, respectively.

Plan Assets

We maintain plan assets for our qualifiedgion plans and certain pastirement benefit plans. The qualified pensiom@asets are us
for the payment of pension benefits and certamjitdl plan expenses. The post-retirement benefit'plassets are used to pay health care
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 tha$ assets. The rate of return is determinedhégtrategic allocation of plan assets and the
long-term risk and return forecast for each asisesisc The forecasts for each asset class are geth@ramarily from an analysis of the long-
term expectations of various third party investmmeanagement organizations. The expected ratewiren plan assets is reviewed annually
and revised, as necessary, to reflect changeg ifinhncial markets and our investment strategge folowing tables summarize the change in
the fair value of plan assets for the pension argd-petirement benefit plans:

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

Change in plan asse
Fair value of plan assets at beginning o

year $ 11,81« 3,73¢ 3,22(
Return on plan asse 1,47¢ 47¢ 48¢
Acquisitions — 7,77 —
Employer contribution 32 587 30C
Settlement: — — —
Benefits paid from plan asse (2,009 (7617) (271

Fair value of plan assets at end of y $ 12,32: 11,81« 3,73-
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Pos-Retirement Benefit Plans
Years Ended December 31,
2012 2011 2010
(Dollars in millions)

Change in plan asse
Fair value of plan assets at beginning o

year $ 692 54 57
Actual gain on plan asse 80 4 6
Acquisitions — 76¢ —

Employer contribution — — —
Participant contribution — —
Benefits paid from plan asse (147 (139 9
Fair value of plan assets at end of y $ 62€ 69:< 54

Pension PlansOur 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 55% to inteegstgensitive investments and 45% to investmersigiaed to provide higher expected returns
than the interest rate sensitive investments. éstaate sensitive investments include 35% of pksets targeted primarily to long-duration
investment grade bonds, 13.5% targeted to higll yegherging market bonds and convertible bond6abfb targeted to diversified strategies,
which primarily have exposures to global governmeatporate and inflation-linked bonds, as welsame exposures to global stocks and
commodities. Assets expected to provide highermstthan the interest rate sensitive assets indunkdly diversified equity investments with
targets of approximately 14% to U.S. stocks and 1d#eveloped and emerging market non-U.S. stdgigroximately 12% is allocated to
other private markets investments including fundisarily invested in private equity, debt and hefigeds. Real estate investments are
targeted at 5% of plan assets. At the beginnirg0aB, our expected annual long-term rate of returpension assets is assumed to be 7.5%.

Post-Retirement Benefit Plan®ur investment objective for the post-retiremesmdfit plan assets is to achieve an attractiveadjlsted
return and minimize the risk of large losses oherdxpected life of the assets. Investment riskdeaged by broadly diversifying assets acros
numerous strategies with differing expected retuvofatilities and correlations. Our investmenatgy is designed to be consistent with the
investment objective, with particular focus on pdivg liquidity for the reimbursement of our unioepresented employees post-retirement
health care costs. The post-retirement benefit ptaets have target allocations of 35% to equatiels65% to non-equity investments. Specific
target allocations within these broad categoriesadiowed to vary to provide liquidity in order teeet reimbursement requirements. Equity
investments are broadly diversified with exposarpublicly traded U.S., non-U.S. and emerging miaskecks and private equity. While no
new private equity investments have been madecenteyears, the percent allocation to existinggigvequity investments is expected to
increase as liquid, publicly traded stocks are dradewn for the reimbursement of health care cdsie.65% non-equity allocation includes
investment grade bonds, high yield bonds, convderibnds, emerging market debt, real estate, hiegigis, private debt and diversified
strategies. At the beginning of 2013, our expeetaual long-term rate of return on post-retirentertefit plan assets is assumed to be 7.5%.

Permitted investment®lan 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
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assets in securities issued by the sponsor compamecember 31, 2012 and 2011, the pension andrpieement benefit plans did not
directly own any shares of our common stock or @nyur debt.

Derivative instrumentsDerivative instruments are used to reduce riskekas provide return. The pension and post-netinet benefit
plans use exchange traded futures to gain expts@guity and Treasury markets consistent witheiagset allocations. Interest rate swap
used in the pension plans to reduce risk relatva¢asurement of the benefit obligation, whicheissitive to interest rate changes. Foreign
exchange forward contracts and total return swepsised primarily to manage currency exposurediCdefault swaps are used to manage
credit risk exposures in a cost effective and t@gjenanner relative to transacting with physicapooate fixed income securities. Options are
currently used to manage interest rate exposunegato account the implied volatility and currgmicing of the specific underlying market
instrument. Some derivative instruments subjecpthas to counterparty risk. We closely monitor ruparty exposure and mitigate this risk
by diversifying the exposure among multiple highdit quality counterparties, requiring collateratidimiting exposure by periodically settli
contracts.

The gross notional exposure of the denveaitnstruments directly held by the plans is shbslow. The notional amount of the derivatives
corresponds to market exposure but does not regraeeactual cash investment.

Gross Notional Exposure
Post-Retirement

Pension Plans Benefit Plans
Years Ended December 31
2012 2011 2012 2011

(Dollars in millions)
Derivative instruments
Exchange-traded U.S.

equity futures $ 30z 53¢ 30 12
Exchange-traded non-U.¢

equity futures 1 4 — —
Exchange-traded Treasut

futures 1,76 1,512 — 19
Interest rate sway 1,471 63t — —
Total return swap — 11C — 51
Credit default swap 49t 201 — —
Foreign exchange forwart 72€ 63E 21 23
Options 76¢ 917 — —

Fair Value Measurement$:air value is defined as the price that woulddmeived 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 estaailues based on the reliability of the inpusdu®llowing the fair value hierarchy set
forth by the FASB. For additional information oretfair value hierarchy, see Note 11—Fair Value Disare.

At December 31, 2012, we used the followiafpation techniques to measure fair value foessS here were no changes to these
methodologies during 2012:

. Level 1—Assets were valued using the closingepreported in the active market in which the imdiial security was traded.
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. Level 2—Assets were valued using quoted prices in marketisare not active, broker dealer quotations, settavalue of shar:
held by the plans and other methods by which gfiiicant input were observable at the measuremate.

. Level 3—Assets were valued using unobservable smiputvhich little or no market data exists as régeby the respective
institutions at the measurement date.

The tables below presents the fair valuplaf assets by category and the input levels tesddtermine those fair values at December 31
2012. It is important to note that the asset atiooa do not include market exposures that areeghivith derivatives.

Fair Value of Pension Plan Assets at December 31012

Level 1 Level 2 Level 3 Total
(Dollars in millions)

Investment grade bonds ( $ 83( 1,55¢ — 3 2,38t
High yield bonds (b — 1,30z 59 1,362
Emerging market bonds ( 19¢ 39¢ — 59t
Convertible bonds (c — 374 — 374
Diversified strategies (¢ — 65E — 65E
U.S. stocks (f 1,22t 11¢ — 1,34«
Non-U.S. stocks (g 1,212 17¢ — 1,39(C
Emerging market stocks ( 111 19z — 304
Private equity (i — — 711 711
Private debt (j — — 46¢ 465
Market neutral hedge fun

(k) — 90¢€ — 90¢€
Directional hedge funds (| — 34C 194 534
Real estate (| — 22¢ 337 56(
Derivatives (m’ (5) 3 — 2
Cash equivalents and shc

term investments (r — 75C — 75C
Total investment $ 3,57 6,99t 1,76¢ 12,33
Accrued expense (12
Total pension plan asse $ 12,32:
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Fair Value of Pos-Retirement Plan Assets
at December 31, 2012

Level 1 Level 2 Level 3 Total
(Dollars in millions)

Investment grade bonds ( $ 22 86 — 3 10€
High yield bonds (b — a0 — a0
Emerging market bonds ( — 40 — 40
Convertible bonds (c — 2 — 2
Diversified strategies (¢ — 72 — 72
U.S. stocks (f 55 — — 55
Non-U.S. stocks (g 58 1 — 59
Emerging market stocks ( — 20 — 20
Private equity (i — — 45 45
Private debt (j — — 6 6
Market neutral hedge fun

(k) — 41 — 41
Directional hedge funds (| — 24 — 24
Real estate (| — 21 28 49
Cash equivalents and shc

term investments (r 5 21 — 26
Total investment $ 14C 41¢ 79 637
Accrued expense (@D}
Reimbursement accru (20
Total post-retirement plar

asset: $ 62€

The tables below presents the fair valuplaf assets by category and the input levels tsddtermine those fair values at December 31
2011. It is important to note that the asset atiooa do
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not include market exposures that are gained vétivdtives. Investments include dividend and irgereceivable, pending trades, trades
payable and accrued expenses.

Fair Value of Pension Plan Assets at December 31021

Level 1 Level 2 Level 3 Total
(Dollars in millions)

Investment grade bonds ( $ 694 2,20¢ — 3 2,90(
High yield bonds (b — 541 79 62C
Emerging market bonds ( — 29t — 29t
Convertible bonds (c — 337 — 337
Diversified strategies (¢ — 48¢ — 48¢
U.S. stocks (f 401 944 — 1,34t
Non-U.S. stocks (g 994 45¢ — 1,457
Emerging market stocks ( 10z 13¢€ — 23¢
Private equity (i — — 791 791
Private debt (j — — 461 461
Market neutral hedge funi

(k) — 62C 18¢ 80¢
Directional hedge funds (| — 26¢ 18< 451
Real estate (| — 48 53t 582
Derivatives (M’ 12 (5) — 7
Cash equivalents and shc

term investments (r 13 1,18: — 1,19¢
Total investment $ 2,21¢ 7,521 2,23 11,97
Dividends and interest

receivable 32
Pending trades receivat 43€
Accrued expense (8
Pending trades payalk (620
Total pension plan asse $ 11,81«
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Fair Value of Pos-Retirement Plan Assets
at December 31, 2011

Level 1 Level 2 Level 3 Total
(Dollars in millions)

Investment grade bonds ( $ 45 10C — 3 14t
High yield bonds (b — 61 — 61
Emerging market bonds ( — 33 — 33
Convertible bonds (c — 30 — 30
Diversified strategies (¢ — 62 — 62
U.S. stocks (f 64 4 — 68
Non-U.S. stocks (g 62 2 — 64
Emerging market stocks ( — 17 — 17
Private equity (i — — 60 60
Private debt (j — — 8 8
Market neutral hedge fun

(k) — 67 — 67
Directional hedge funds (| — 20 — 20
Real estate (| — 19 26 45
Cash equivalents and shc

term investments (r 5 20 — 25
Total investment $ 17€ 43t 94 70E
Dividends and interest

receivable 3
Pending trades receivat 23
Accrued expense (15
Pending trades payak (23
Total post-retirement plar

asset: $ 692

The plans' assets are invested in variesistaategories utilizing multiple strategies anedstment managers. For several of the
investments in the tables above and discussed b#ievplans own units in commingled funds and kalipartnerships that invest in various
types of assets. Interests in commingled fundvalteed using the net asset value ("NAV") per ufigéach fund. The NAV reported by the fu
manager is based on the market value of the urnidgrigvestments owned by each fund, minus its liiéds, divided by the number of shares
outstanding. Commingled funds held by the plans¢ha be redeemed at NAV within a year of the faiainstatement date are generally
classified as Level 2. Investments in limited parghips represent long-term commitments with adfixeturity date, typically ten years.
Valuation inputs for these limited partnership ietds are generally based on assumptions andiofbemation not observable in the market
and are classified as Level 3 investments. Thengisons and valuation methodologies of the priairgdors, account managers, fund
managers and partnerships are monitored and egdlé@mtreasonableness. Below is an overview oaffset categories, the underlying
strategies and valuation inputs used to value sketa in the preceding tables:

(a) Investment grade bondspresent investments in fixed income securitieselsas commingled bond funds comprised of U.S
Treasury securities, agencies, corporate bondsgage-backed securities, asset-backed securittesanmercial mortgage-backed
securities. Treasury securities are valued at idh@ttice reported in the active market in which sleeurity is traded and are classified ac
Level 1. The valuation inputs of other investmenatdg bonds primarily utilize observable marketinfation and are based on a spreac
to U.S. Treasury securities and consider yielddava on comparable securities of issuers withilsincredit ratings. The primary
observable inputs include references to the neweissarket for similar securities, the secondargitigamarkets and dealer quotes.
Option adjusted spread models are
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utilized to evaluate securities such as asset lasfeurities that have early redemption featurbes& securities are classified as
Level 2. The commingled funds are valued at NAVeobsn the market value of the underlying fixed meosecurities using the same
valuation inputs described above. The commingledi$ican be redeemed at NAV within a year of tharfaoial statement date and are
classified as Level 2.

(b) High yield bondsepresent investments in below investment gradalfiRcome securities as well as commingled highdyie
bond funds. The valuation inputs for the securipigsarily utilize observable market informationdaare based on a spread to U.S.
Treasury securities and consider yields availahlemmparable securities of issuers with similaditnatings. These securities are
classified as Level 2. The commingled funds aree@lat NAV based on the market value of the undeglizigh yield instruments usil
the same valuation inputs described above. Comeringinds that can be redeemed at NAV within a gé#ne financial statement de
are classified as Level 2. Commingled funds thahoabe redeemed at NAV or that cannot be redeenBAV within a year of the
financial statement date are classified as Level 3.

(c) Emerging market bondgpresent investments in securities issued by govents and other entities located in developing
countries as well as commingled emerging marketibonds. The valuation inputs for the securitiebzat observable market
information and are primarily based on dealer gsiotea spread relative to the local government ofldese securities are classified a
Level 2. The commingled funds are valued at NAVeobsn the market value of the underlying emergiagket bonds using the same
valuation inputs described above. The commingledi$ican be redeemed at NAV within a year of tharfaial statement date and are
classified as Level 2.

(d) Convertible bondgrimarily represent investments in corporate debtisties that have features that allow the debto
converted into equity securities under certainwitstances. 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 thatgrily has exposures to global government,
corporate and inflation linked bonds, global stoakd commodities. The commingled fund is valuedAY based on the market value
of the underlying investments. The valuation inputtize observable market information includingofished prices for exchange trac
securities, bid prices for government bonds, amdagfs and yields available for comparable fixedine securities with similar credit
ratings. This fund can be redeemed at NAV withirear of the financial statement date and is clessds Level 2.

() U.S. stocksepresent investments in stocks of U.S. based coi@pas well as commingled U.S. stock funds. Theaten
inputs for U.S. stocks are based on the last pudadiprice reported on the major stock market orclwttie securities are traded and are
classified as Level 1. The commingled funds aree@lat NAV based on the market value of the undeglinvestments using the same
valuation inputs described above. These comminfgieds can be redeemed at NAV within a year of tharfcial statement date and
classified as Level 2.

(g) Non-U.S. stockeepresent investments in stocks of companies basgeleloped countries outside the U.S. as well as
commingled funds. The valuation inputs for non-l®cks are based on the last published price teghon the major stock market on
which the securities are traded and are classiféeldevel 1. The commingled funds are valued at Nag¥ed on the market value of the
underlying investments using the same valuationtmgdescribed above. These commingled funds caedeaemed at NAV within a
year of the financial statement date and are ¢ledsas Level 2.
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(h) Emerging market stockepresent investments in a registered mutual fudcammingled funds comprised of stocks of
companies located in developing markets. Registengitial funds are valued at the last publishedeméported on the major market on
which the mutual funds are traded and are clasisifieLevel 1. The commingled funds are valued a¥Mased on the market value of
the underlying investments using the same valuatipats described previously for individual stockkese commingled funds can be
redeemed at NAV within a year of the financial staént date and are classified as Level 2.

(i) Private equityrepresents non-public investments in domestic arelgn buy out and venture capital funds. Privajigity
funds are structured as limited partnerships aadralued according to the valuation policy of epahtnership, subject to prevailing
accounting and other regulatory guidelines. Théngaships use valuation methodologies that givesicienation to a range of factors,
including but not limited to the price at which astments were acquired, the nature of the invegsnerarket conditions, trading valt
on comparable public securities, current and ptefeoperating performance, and financing transastgubsequent to the acquisition of
the investments. These valuation methodologieshweva significant degree of judgment. Private egirivestments are classified as
Level 3.

() Private debtrepresents non-public investments in distressedemzanine debt funds. Mezzanine debt instrumeptdetnt
instruments that are subordinated to other debesand may include embedded equity instruments asigvarrants. Private debt funds
are structured as limited partnerships and areedshiccording to the valuation policy of each paghip, subject to prevailing
accounting and other regulatory guidelines. Theatidn of underlying fund investments are baseéhotors including the issuer's
current and projected credit worthiness, the secsiterms, reference to the securities of comparedimpanies, and other market
factors. These valuation methodologies involvegaificant degree of judgment. Private debt investinare classified as Level 3.

(k) Market neutral hedge fund®ld investments in a diversified mix of instrurmreettiat are intended in combination to exhibit
low correlations to market fluctuations. These stugents are typically combined with futures to aghiuncorrelated excess returns
over various market®irectional hedge funds-This asset category represents investments thaertabit somewhat higher
correlations to market fluctuations than the maneattral hedge funds. Investments in hedge furdede both direct investments and
investments in diversified funds of funds. Hedgediquare valued at NAV based on the market valikeofinderlying investments
which include publicly traded equity and fixed imoe securities and privately negotiated debt seeariThe hedge funds are valued by
third party administrators using the same valuaitigruts previously described. Hedge funds thattmredeemed at NAV within a year
of the financial statement date are classifiedagel2. Hedge fund investments that cannot be mddeat NAV or that cannot be
redeemed at NAV within a year of the financial staént date are classified as Level 3.

() Real estateepresents investments in commingled funds anddarpartnerships that invest in a diversified pidfof real
estate properties. These investments are valugd\\dtaccording to the valuation policy of each fumdpartnership, subject to
prevailing accounting and other regulatory guidedinThe valuation inputs of the underlying propsraire generally based on third-
party appraisals that use comparable sales orjectiam of future cash flows to determine fair \@liReal estate investments that can b
redeemed at NAV within a year of the financial stagént date are classified as Level 2. Real estagsiments that cannot be redeeme
at NAV or that cannot be redeemed at NAV withinearyof the financial statement date are classdgetevel 3.

(m) Derivativesinclude the market value of exchange traded futooesracts which are classified as Level 1, as aglprivately
negotiated over-the-counter swaps that are valasdd
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on the change in interest rates or a specific nhankiex and classified as Level 2. The market vahepresent gains or losses that occu
due to fluctuations in interest rates, foreign enay exchange rates, security prices, or otheoifact

(n) Cash equivalents and short-term investmespsesent investments that are used in conjunetittnderivatives positions or
are used to provide liquidity for the payment ofibfits or other purposes. U.S. Treasury Bills aeied at the bid price reported in the
active market in which the security is traded areldassified as Level 1. The valuation inputs thieo securities are based on a spread
to U.S. Treasury Bills, the Federal Funds Raté,amdon Interbank Offered Rate and consider yieldslable on comparable securities
of issuers with similar credit ratings and are sifisd as Level 2. The commingled funds are valaedAV based on the market value
of the underlying investments using the same vadnahputs described above. These commingled feadsbe redeemed at NAV
within a year of the financial statement date ardcdassified as Level 2.

Concentrations of Risknvestments, in general, are exposed to vari@ks rsuch as significant world events, interes, 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 counterpaskyconsist 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.
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The table below presents a rollforwardhaf pension plan assets valued using Level 3 inputs:

Pension Plan Assets Valued Using Level 3 Inpu
Market Directional
High Neutral
Yield Private Private Hedge Hedge Real
Bonds Equity Debt Fund Funds Estate Other Total
(Dollars in millions)

Balance at

December 31,

2010 $ — 1 3 — 161 182 3 35C
Net acquisition:

(dispositions 9€ 79t 452 18t 30 31¢ (3 1,87«
Actual return on

plan assets

(Losses) gains

relating to

assets sold

during the

year (12) 197 13 3 (1) 9 — 20¢
(Losses) gains

relating to

assets still

held at year-

end 5) (202) 8) — (7 26 — (196€)

Balance at

December 31,

2011 79 791 461 18¢ 18: 53t — 2,23i
Net transfer: (12 — — (18¢) — (105) — (30%)
Acquisitions 1 7C 12C — — 18 — 20¢
Dispositions (12) (209) (202 — — (127) — (343)
Actual return on

plan assets

Gains relating

to assets sol
during the
year — 3 1 — — — — 4
Gains (losses)
relating to
assets still
held at year-
end 2 (44) (15) — 11 10 — (3€)
Balance at
December
2012 $ 5¢ 711 46k — 194 337 —  1,76¢
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The table below presents a rollforwardhef post-retirement plan assets valued using Leirgd8s:

Balance at
December 31,
2010
Net acquisition:
Actual return on
plan assets
Gains relating
to assets sol
during the
year

(Losses) gains
relating to
assets still
held at year-
end

Balance at
December 31,
2011
Acquisitions
Dispositions
Gains (losses)
relating to
assets sold
during the
year

(Losses) gains
relating to
assets still
held at year-
end

Balance at
December
2012

Pos-Retirement Plan Assets Valued Using Level 3 Input

Private Real
Debt Estate

Total

(Dollars in millions)

$ — — — —
55 8 24 87

33 1 — 34

(28) (1) 2 (27)

60 8 26 94

1 —] — 1

(19) ©) 1) (19)

4 2 1) 5

© D 4 (2

$ 45 6 28 79

Certain gains and losses are allocateddmiassets sold during the year and assets #tilahgearend based on transactions and cha
in valuations that occurred during the year. Tradkeeations also impact our calculation of net asitjons and dispositions.

For the year ended December 31, 2012 nthestment program produced actual gains on qualfension and post-retirement plan asset:
of $1.555 billion as compared to the expected nstaf $892 million for a difference of $663 millioRor the year ended December 31, 2011,
the investment program produced actual gains osiperand post-retirement plan assets of $483 mili® compared to the expected returns c
$750 million for a difference of $267 million. Tls&ort-term annual returns on plan assets will atratvgays 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.
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Unfunded Status
The following table presents the unfundedus of the pensions and post-retirement benletiitsp

Post-Retirement

Pension Plans Benefit Plans
Years Ended December 31 Years Ended December 31
2012 2011 2012 2011
(Dollars in millions)

Benefit obligatior $ (14,88)) (13,59¢) (4,075 (3,930
Fair value of plar

assett 12,32: 11,81« 62€ 692
Unfunded statu (2,560 (1,782 (3,449 (3,237)
Current portion o

unfunded statu  $ (6) — (160 (164
Non-current

portion of

unfunded statu $ (2,559 (1,782) (3,289 (3,079

The current portion of our post-retirembeanefit obligations is recorded on our consoliddtalhnce sheets in accrued expenses and oth
current liabilities—salaries and benefits.

Accumulated Other Comprehensive (Loss) Incc—Recognition and Deferrals

The following tables present cumulativengenot recognized as a component of net periodiefiis expense as of December 31, 2011,
items recognized as a component of net periodiefitesrexpense in 2012, additional items deferreihdu2012 and cumulative items not
recognized as a component of net periodic benefipense as of December 31, 2012. The items nognémd as a
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component of net periodic benefits expense have tEmrded on our consolidated balance sheetsimadated other comprehensive loss:

As of and for the Years Ended December 3:

Recognition
of Net
Periodic Net
Benefits Change in
2011 Expense Deferrals AOCI 2012

(Dollars in millions)
Accumulated other
comprehensive
(loss) income
Pension plans
Net actuarial (loss)

gain $ (1,335 35 (936) (907) (2,23¢6)
Prior service (cost)
benefit (29 4 (13 (9) (39
Deferred income ta
benefit (expense 52¢€ (15 364 34¢ 87¢
Total pension plan (83¢) 24 (58%) (5617) (1,399
Post-retirement benel
plans:
Net actuarial los (227) — (225) (225) (44¢)
Prior service (cost)
benefit (22) — (2) Q) (22)
Deferred income ta
benefit 92 — 87 87 17¢
Total post-retirement
benefit plans (150 — (139) (139 (289)

Total accumulated
other comprehensi
(loss) income $ (98¢) 24 (724) (700 (1,68¢)

The following table presents estimated ggmbe recognized in 2013 as a component of naidie benefit expense of the pension, non-
qualified pension and post-retirement benefit plans

Pension PostRetirement
Plans Plans
(Dollars in millions)

Estimated recognition of net periodic benefit exgeeim

2013:

Net actuarial los $ (82) (4)

Prior service cos (5) —

Deferred income tax bene 33 2
Estimated net periodic benefit expense to be recbnal

2013 as a component of other comprehensive incom

(loss) $ (53 @)

Medicare Prescription Drug, Improvement and Modemaition Act of 200:

We sponsor post-retirement health caresplath several benefit options that provide prestan drug benefits that we deem actuarially
equivalent to or exceeding Medicare Part D. We gatze the impact of the federal subsidy receivedienthe 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 insuraneediits to essentially all of our active employed® are largely self-funded for the cost of the
health care plan. Our health care benefit expefioasesirrent employees were $360 million, $377 roilliand $190 million for the years ended
December 31, 2012, 2011 and 2010, respectivelyorJrépresented employee benefits are based oniaeglotollective bargaining
agreements. Employees contributed $113 million, i$8on and $47 million for the years ended Decem®1, 2012, 2011 and 2010,
respectively. Our group life insurance plans atly fnsured and the premiums are paid by us.

401(k) Plan

We sponsor qualified defined contributi@méfit plans covering substantially all of our eayges. Under these plans, employees may
contribute a percentage of their annual compensafoto certain maximums, as defined by the plaukshy the Internal Revenue Service
("IRS"). Currently, we match a percentage of empkygontributions in cash. At December 31, 2012Rackmber 31, 2011, the assets of the
plans included approximately 10 million and 9 moitlishares of our common stock, respectively, @satrof the combination of previous
employer match and participant directed contrimgidVe recognized expenses related to these pl&@¥Sanillion, $70 million and
$17 million and for the years ended December 31220011 and 2010, respectively.

Deferred Compensation Plans

We sponsored non-qualified unfunded defeca@mpensation plans for various groups that ireduckertain of our current and former
highly compensated employees. The plans have beeerf, and the participants are no longer allowetkfer compensation into the plans.
value of assets and liabilities related to thes@aplwas not significant.

(9) Share-based Compensation

We maintain equity programs that allow Board of Directors (through its Compensation Corteeitor our Chief Executive Officer as its
delegate) to grant incentives to certain emplogeesour outside directors in any one or a comhonadi several forms, including incentive ¢
non-qualified stock options, stock appreciatiormtig restricted stock awards, restricted stocksuanid market and performance shares. Stock
options generally expire ten years from the datgraht. We also offer an ESPP, which allows elgidnployees to purchase our common
stock at a 15% discount based on the lower of gggnming or ending stock price during recurringmsianth offering periods.

Acquisitions

Upon the July 15, 2011, closing of our asitjion of Savvis, and pursuant to the terms ofabguisition agreement, we assumed certain
obligations under Savvis' share-based compensatiangements. Specifically:

. all Savvis stock options outstanding immediageigr to the acquisition were vested in full andrevconverted into 2,420,532
fully vested CenturyLink stock options, and

. all nonvested Savvis restricted stock units outstandingeatiately prior to the acquisition converted intoaggregate 1,080,0
non-vested CenturyLink awards.

We estimate the aggregate fair value obdmimed Savvis share-based compensation arrangenan$123 million, of which
$98 million was attributable to services perfornpeidbr to the acquisition date and was includechm¢ost of the acquisition. The fair value of
CenturyLink shares
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was determined based on the $38.54 closing priceio€ommon stock on July 14, 2011. The remaini2fg iillion of the aggregate fair value
of the assumed Savvis awards was attributable gt aumjuisition services and was recognized as cosapien expense, net of forfeitures, over
the remaining 1.5 year vesting period.

Upon the April 1, 2011, closing of our aigition of Qwest, pursuant to the terms of the asitian agreement, we assumed certain
obligations under Qwest's pre-existing share-basetpensation arrangements. Specifically:

. all Qwest non-qualified stock options outstaigdimmediately prior to the acquisition convertetbian aggregate of 7,198,331
CenturyLink non-qualified stock options (includibgh62,198 fully vested options),

. all non-vested shares of Qwest restricted stocgtantling immediately prior to the acquisition cared into an aggregate of
780,455 non-vested shares of CenturyLink restristedk, and

. all Qwest markebased awards outstanding immediately prior to tugigition vested in full and were paid out by lutigh th
issuance of an aggregate of 563,269 shares of é&ntlkk common stock in April 2011.

The aggregate fair value of the assumedsQawards was $114 million, of which $85 millionsattributable to services performed prior
to the acquisition date and was included in thé abthe acquisition. The fair value of CenturyLiskares was determined based on the $41.5
closing price of our common stock on March 31, 20/ determined the fair value of Qwest's non-djealistock options, using the Black-
Scholes option-pricing model, reflecting a riskefiaterest rate ranging from 0% to 2.13% (dependimthe expected life of the option), an
expected dividend yield of 6.98%, an expected tennging from 0.1 to 4.8 years (depending on th@a[® remaining contractual term and
exercise price and on historical experience), ameeted volatility ranging from 11.1% to 35.3% (bd®n the expected term and historical
experience). The remaining $29 million of the agate fair value of the assumed Qwest awards walsutble to the post-acquisition period
and was included in the cost of the acquisitioniclvlis being recognized as compensation expensef estimated forfeitures, over the
remaining vesting periods from 0.1 years to 3.0yea

Stock Options

The following table summarizes activity ilving stock option awards for the year ended Ddasam31, 2012:

Weighted-
Average
Number of Exercise
Options Price
(in thousands)

Outstanding at December 31, 2( 10,38¢ $ 31.0¢
Exercisec (3,155 $ 24.21
Forfeited/Expirec (501) $ 31.31

Outstanding at December 31, 2( 6,73 $ 34.2%

Exercisable at December 31, 2( 6,26/ $ 34.7(

The aggregate intrinsic value of our omiontstanding and exercisable at December 31, %251 million and $46 million,
respectively. The weighted average remaining cotued term for such options was 4.0 years and 8a8sy respectively.
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During 2012, we received net cash proceé@36 million in connection with our option exeses. The tax benefit realized from these
exercises was $20 million. The total intrinsic \v&bf options exercised for the years ended Dece8ihe2012, 2011 and 2010 was $49 mill
$47 million and $28 million, respectively.

Restricted Stocl

For awards that contain only service caods for vesting, we calculate its fair value basadhe closing stock price on the date of grant.
For restricted stock units that contain market daorts, the award fair value is calculated throlinte-Carlo simulations.

During the first quarter of 2012, we grah&pproximately 402,000 shares of restricted stoaertain executivéevel employees as part
our long-term incentive program, of which approxieta 201,000 contained only service conditions ailbivest on a straight-line basis on
February 20, 2013, 2014 and 2015. The remainingdsi@ntain market and service conditions andweidit on February 20, 2015. These
shares represent only the target for the awaraets recipient has the opportunity to ultimatelyeige between 0% and 200% of the target
restricted stock award depending on our total $tadder return for 2012, 2013 and 2014 in relatoithiat of the S&P 500 Index.

In addition, during the first quarter ofl2) we granted restricted stock to certain key eyg®s as part of our annual equity compensatio
program. These awards contained only service donditApproximately 519,000 of awards will vestastraight-line basis on January 9,
2013, 2014 and 2015. Approximately 873,000 of awavil vest on a straight-line basis on March 1812, 2014 and 2015. The remaining
awards granted throughout the year to certain dtbgiemployees and our outside directors were raagert of our equity compensation and
retention programs. These awards require only sermanditions for vesting and typically vest ovehiee year period.

During the second and third quarter of 2014 granted approximately 624,000 shares of mtsttistock to certain executive-level
employees as part of our long-term incentive pnograf which approximately 474,000 contained onlyvge conditions and will vest on a
straight-line basis on May 31, 2012, 2013 and 2014 remaining awards contain market conditionswaitid’est on May 31, 2014. These
shares represent only the target for the awaraets recipient has the opportunity to ultimatelyeige between 0% and 200% of the target
restricted stock award depending on our total $tadder return for 2011, 2012 and 2013 in relatmithiat of the S&P 500 Index.

In addition to these awards, during 2011gnanted approximately 689,000 shares of restristeck awards to certain other key emplo?
and our outside directors as part of our equity pensation and retention programs. These awardgeesaply service conditions for vesting.

During the first quarter of 2010, we grah&pproximately 397,000 shares of restricted stoaertain executivéevel employees as part
our long-term incentive program, of which approxieta 198,000 contained only service conditions aiibivest on a straight-line basis on
March 15, 2011, 2012 and 2013. The remaining awesdsain service and market conditions. One hathe$e awards will vest on March 15,
2012 based on our two-year total shareholder ré¢arr8010 and 2011 as measured against the taaedlsblder return of the companies
comprising the S&P 500 Index. The other half widkvon March 15, 2013 based on our three-yeargbtakholder return for 2010, 2011 and
2012 as measured against the total shareholden retthe companies comprising the S&P 500 InddsesE shares represent only the targe
the award as each recipient has the opportunitjtitnately receive between 0% and 200% of the tamggtricted stock award depending on
total shareholder return in relation to that of &P 500 Index.

In addition to these awards, during 2010gnanted approximately 600,000 shares of restristeck awards to certain other key employ
and our outside directors as part of our equity pensation and retention programs. These awardgeesaply service conditions for vesting.
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In anticipation of our acquisition of Qwedtiring the third quarter of 2010, we granted 80@,shares of restricted stock to certain
executive officers and other key employees asgiatretention program. The shares of restrictadkstontain only service conditions and will
vest in equal installments on the first, secondtaird anniversaries of the April 1, 2011 closirgel of the acquisition. As this retention
program was contingent upon the consummation ofQtivest acquisition, we did not begin expensingearasards until the closing of the
acquisition on April 1, 2011.

The following table summarizes activity @hving restricted stock and restricted stock uniteds for the year ended December 31, 2012:

Weighted-
Average
Number of Grant Date
Shares Fair Value
(in thousands)

Non-vested at December 31, 20 4.20¢ $ 36.7¢
Granted 2,13¢ % 39.1¢
Vested (2,609 $ 36.3¢
Forfeited (21€) $ 39.1¢

Non-vested at December 31, 20 3,52t $ 38.4:

During 2011, we granted 1.3 million shaségestricted stock at a weighted-average pricg3@.15, excluding the 1.9 million shares
issued in connection with our acquisitions of Qwaesll Savvis. During 2010, we granted 1.4 millioarsis of restricted stock at a weighted-
average price of $36.56. The total fair value stnieted stock that vested during 2012, 2011 arid@2@as $102 million, $72 million and
$48 million, respectively.

Compensation Expense and Tax Benefit

We recognize compensation expense relatedrtshare-based awards with graded vesting tiath@ave a service condition on a straight-
line basis over the requisite service period ferentire award. Total compensation expense fahalte-based payment arrangements for the
years ended December 31, 2012, 2011 and 2010 vBasiflion, $65 million and $38 million, respectiyelThese amounts included $12 mill
in compensation expense recognized in 2011 foaticeleration of certain awards resulting from tbestmmation of the Qwest acquisition.
Our tax benefit recognized in the income statemiamteur share-based payment arrangements fordaesyended December 31, 2012, 2011
and 2010 was $31 million, $25 million and $14 roiflj respectively. At December 31, 2012, there v@srillion of total unrecognized
compensation expense related to our share-basatepayrrangements, which we expect to recognize aweeighted-average period of
1.9 years.

134




Table of Contents
(10) Earnings Per Common Share
Basic and diluted earnings per common sfoarthe years ended December 31, 2012, 2011 ah@d ®@re calculated as follows:
Years Ended December 31
2012 2011 2010

(Dollars in millions, except per share amounts
shares in thousands)

Income (Numerator)

Net income $ 771 57¢ 94¢
Earnings applicable to non-vested restrict
stock (0] 2 (6)

Net income applicable to common stock
computing basic earnings per common
share 77¢€ 571 942

Net income as adjusted for purpose:
computing diluted earnings per commo
share $ 77€ 571 942

Shares (Denominatot
Weighted average number of shai

Outstanding during peric 622,13 534,32( 301,42¢
Non-vested restricted stoc (2,79¢) (2,209 (1,756
Non-vested restricted stock un 862 66< 947

Weighted average shares outstanding for

computing basic earnings per common

share 620,20! 532,78l 300,61
Incremental common shares attributable -

dilutive securities

Shares issuable under convertible secur 12 13 13
Shares issuable under incentive
compensation plar 2,06¢ 1,32¢ 665

Number of shares as adjusted for purpos
computing diluted earnings per commo

share 622,28! 534,12: 301,29°
Basic earnings per common sh $ 1.2t 1.07 3.1z
Diluted earnings per common shi $ 1.2¢ 1.07 3.13

Our calculations of diluted earnings pemowon share exclude shares of common stock thassuable upon exercise of stock options
when the exercise price is greater than the avaragket price of our common stock during the perfdch potentially issuable shares totaled
2.2 million, 2.4 million and 2.9 million for 2012011 and 2010, respectively.

(11) Fair Value Disclosure

Our financial instruments consist of cast aash equivalents, accounts receivable, invesanaocounts payable and long-term debt,
excluding capital lease obligations. Due to thborsterm nature, the carrying amounts of our aasthcash equivalents, accounts receivable
and accounts payable approximate their fair values.

Fair value is defined as the price that idne received to sell an asset or paid to traresfability in an orderly transaction between
independent and knowledgeable parties who arengilind able to transact for an asset or liabilitthha measurement date. We use valuation
techniques that maximize the use of observabletsngod minimize the use of unobservable inputs vaetermining
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fair value and then we rank the estimated valussdban the reliability of the inputs used followithg fair value hierarchy set forth by the
Financial Accounting Standards Board ("FASB").

We determined the fair values of our ldagn notes, including the current portion, basedjooted market prices where available or, il
available, based on discounted future cash flowsgusurrent market interest rates.

The three input levels in the hierarchyaif value measurements are defined by the FASEB gy as follows:

Input Level Description of Input
Level 1  Observable inputs such as quoted market pricestiveamarkets
Level 2 Inputs other than quoted prices in acthakets that are either directly or indirectly
observable
Level 3 Unobservable inputs in which little or no marketadexists

The following table presents the carryingoants and estimated fair values of our investreeantrities, which are reported in noncurrent
other assets, and long-term debt, excluding calgitale obligations, as well as the input levelslusedetermine the fair values:

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

(Dollars in millions)
Assets—Investments
securities 3 $ — — 73 73
Liabilities—Long-term
debt excluding
capital lease
obligations 2 $ 19,87 21,45° 21,12 22,05:

In connection with the acquisition of QwestApril 1, 2011, we acquired auction rate se®sithat were not actively traded in liquid
markets. We designated these securities as awaflabsale and, accordingly, we reported them arbalance sheet under our "goodwill and
other assets—other" line item at fair value on Dewer 31, 2011. During 2012, we sold these secsritiencrements of $17 million,
$39 million and $19 million for a gain of $14 mdh. In connection with auction rate securities salemporary losses of approximately
$3 million, net of tax, were reclassified into imee from other comprehensive income and recognizedii consolidated statement of
operations for 2012. During 2012, we recognizedramealized temporary holding gain on these seegriti the amount of $2 million, net of 1
in other comprehensive income. At December 31, 2@&lestimated the fair value of these securitssgua probability-weighted cash flow
model that considered the coupon rate for the ge&xsjrprobabilities of default and liquidation @rito maturity, and a discount rate
commensurate with the creditworthiness of the issue
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(12) Income Taxes
Years Ended December 31

2012 2011 2010
(Dollars in millions)

Income tax expense was as folloy

Federal
Current $ 57 (49) 384
Deferred 361 401 14t
State
Current 15 25 67
Deferred 33 (6) (13
Foreign
Current 7 4 _
Deferred — — —
Total income tax expen: $ 47% 37¢ 58:

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

Income tax expense was allocated as follc
Income tax expense in the consolidated
statements of incom
Attributable to income $ 47% 37t 583
Stockholders' equity
Compensation expense for tax purpose
excess of amounts recognized for

financial reporting purpose (18) (23 (22
Tax effect of the change in accumulatec
other comprehensive lo (439 (535 (39
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The following is a reconciliation from tetatutory federal income tax rate to our effecin@mme tax rate:

Years Ended December 31

2012 2011 2010
(Percentage of pr-tax income)

Statutory federal income tax re 35.0% 35.0% 35.0%
State income taxes, net of federal income

benefit 2.5% 1.3% 1.9%
Change in tax treatment of Medicare sub: — — 0.3%
Nondeductible acquisition related co — 0.9% 0.2%
Nondeductible compensation pursuan

executive compensation limitatio 0.5% 0.4% 0.2%
Reversal of valuation allowance on auctiol

rate securitie: (1.2)% — —
Foreign income taxe 0.3% 0.4% —
Foreign valuation allowanc — 0.8% —
Other, ne 0.7% 0.8% 0.5%
Effective income tax rat 37.8% 39.6% 38.1%

Included in income tax expense for the gesrded December 31, 2011 and 2010 is $24 millwin®d million, respectively, which is
related to a portion of our transaction costs daset with our recent acquisitions. The transactiosts were primarily related to the acquisi
of Qwest. These costs are considered non-dedufbibiecome tax purposes. We did not incur non-a¢itile transaction costs in 2012.

The 2012 effective tax rate is 37.8% compdo 39.6% for 2011. The 2012 rate reflects theréillion reversal of a valuation allowance
related to the auction rate securities we soldih22 a $12 million benefit related to state NOLsafevaluation allowance, and an expense of
$6 million associated with reversing a receivaklated to periods that have been effectively skttligh the IRS. The 2011 rate increase was
due in part to $24 million of non-deductible tractsan costs and an $8 million valuation allowaneearded on deferred tax assets that require
future income of a special character to realizebtheefits. Because we are not currently forecastiogme of an appropriate character for thes
benefits to be realized, we will continue to maiimia valuation allowance equal to the amount weaaldelieve is more likely than not to be
realized. This 2011 increase was partially offseal$16 million reduction in valuation allowancetated to state NOLs due primarily to the
effects of a tax law change in one of the stateghith we operate.
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The tax effects of temporary differencest pave rise to significant portions of the deférnax assets and deferred tax liabilities at
December 31, 2012 and 2011 were as follows:

Years Ended December 31
2012 2011
(Dollars in millions)

Deferred tax asse

Pos-retirement and pension benefit cc $ 2,32] 2,04(
Net operating loss carryforwar 1,76¢ 2,49:
Other employee benefi 192 12z
Other 754 802
Gross deferred tax ass: 5,03¢ 5,45¢
Less valuation allowanc (287) (293
Net deferred tax asse 4,75 5,16:

Deferred tax liabilities
Property, plant and equipment, primarily due tordejation

differences (3,989 (3,639
Goodwill and other intangible assi (3,31¢) (4,149
Other (217 (162)

Gross deferred tax liabilitie (7,510 (7,949

Net deferred tax liabilit $ (2,759 (2,78))

Of the $2.753 billion and $2.781 bhilliontmeferred tax liability at December 31, 2012 afd P, respectively, $3.644 billion and
$3.800 hillion is reflected as a long-term lialyilénd $891 million and $1.019 billion is reflectasl a net current deferred tax asset at
December 31, 2012 and December 31, 2011, resplctive

In connection with our acquisitions of Ssven July 15, 2011 and Qwest on April 1, 2011 re@gnized net noncurrent deferred tax
liabilities of approximately $320 million and $58illion, respectively, which reflects the expecfature tax effects of certain differences
between the financial reporting carrying amounts &@x bases of Savvis' and Qwest's assets antitiéehiln addition, due to the Qwest
acquisition, we recognized a net current deferagdasset of $271 million, which relates primardycertain accrued liabilities that are expectec
to result in future tax deductions. These primaffecences involve Qwest's pension and other petstement benefit obligations as well as tax
effects for acquired intangible assets, propetaniand equipment and long-term debt, includirgeffects of acquisition date valuation
adjustments, for both entities. The net deferradiddoility is partially offset by a deferred tasset for expected future tax deductions relatir
Sawvis' and Qwest's net operating loss carryforsiard

At December 31, 2012, we had federal NOL$407 billion and state NOLS of $7 billion. If used, the NOLs will expire between 2015
and 2032; however, no significant amounts expitd 8620. At December 31, 2012, we had $72 mill{47 million net of federal income ta
of state investment tax credit carryforwards thiitexpire between 2013 and 2024 if not utilized.addition, at December 31, 2012 we had
$62 million of alternative minimum tax, or AMT, digs. Our acquisitions of Qwest and Savvis causeehérship changes” within the mean
of Section 382 of the Internal Revenue Code ("8ac3i82"). As a result, our ability to use these NMQd.subject to annual limits imposed by
Section 382. Despite this, we expect to use sutisligrall of these NOLs as an offset against auufe taxable income, although the timing of
that use will depend upon our future earnings aaré tax circumstances.
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We establish valuation allowances when s&ay to reduce the deferred tax assets to amaenéxpect to realize. As of December 31,
2012, a valuation allowance of $281 million wasabthed as it is more likely than not that thisoamt of net operating loss and tax credit
carryforwards will not be utilized prior to expiian. Our valuation allowance at December 31, 201®2011 is primarily related to state NOL
carryforwards. This valuation allowance decrease#1? million during 2012.

We recorded valuation allowances of $10iomland $248 million related to the Savvis and @waequisitions, respectively, for the
portion of the acquired net deferred tax assetsvibalid not believe is more likely than not torkalized. Our acquisition date assignment of
deferred income taxes and the related valuati@walhce was completed in 2012 as discussed in Net&cguisitions.

A reconciliation of the change in our grassecognized tax benefits (excluding both inteaest any related federal benefit) from
January 1 to December 31 for 2012 and 2011 islksvis

2012 2011
(Dollars in millions)

Unrecognized tax benefits at beginning of y $ 111 311
Assumed in Qwest and Savvis acquisiti — 20¢€
Increase in tax positions taken in the current: 3 —
Decrease due to the reversal of tax positions takarprior

year (39 (13
Decrease from the lapse of statute of limitati 2 (@D}
Settlement: — (3929
Unrecognized tax benefits at end of y $ 78 111

Upon the dismissal of our refund appedDatober 2011, we recorded a $242 million settlemelated to the treatment of universal
service fund receipts of certain subsidiaries aeglin our Embarq acquisition, effectively settlihg issue for the 1990 through 1994 years.
We dismissed our 2004-2006 Tax Court proceedingstdan agreement in place with the IRS Chief Celmsffice. Dismissal of the Tax
Court proceedings will result in an agreed taxaeficy amount for each period. Since the Tax Couateedings involved years that Embarq
was owned by Sprint, Sprint will receive the defitty and the payment to the IRS will trigger alegtént obligation under the Tax Sharing
agreement with Sprint. During 2011, Qwest also drighv their claims associated with the treatmentrofersal services fund receipts resulting
in a $141 million settlement decrease in our ungaczed tax benefits. Due to Qwest's NOL carryfody@ine settlement of the position resultec
in a reduction in our unrecognized tax benefitimtash payment is required.

During 2012, we entered into negotiationith\the IRS to resolve a claim that was filed by &3wvfor 1999. Based on the status of those
negotiations at year end, we have partially rexkeeseunrecognized tax benefit that was assumedragfithe Qwest acquisition, which
decreased our total unrecognized tax benefits.

The total amount of unrecognized tax besdifiat, if recognized, would impact the effectiveome tax rate was $52 million at
December 31, 2012 and $118 million at DecembeRB11].

Our policy is to reflect interest expenssaxiated with unrecognized tax benefits in incdamesxpense. We had accrued interest
(presented before related tax benefits) of appratehg $33 million at December 31, 2012 and Decerief2011.

We file income tax returns, including retsifor our subsidiaries, with federal, state am@lgurisdictions. Our uncertain income tax
positions are related to tax years that are cuyremider or remain subject to examination by tHevant taxing authorities.

Beginning with the 2010 tax year, our fed@onsolidated returns are subject to annual exatin by the IRS. Qwest's federal
consolidated returns for the 2009, 2010 and pregere2011
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tax years are open to examination by the IRS. F¢densolidated returns for Savvis for tax years@and pre-merger 2011 are under
examination by the IRS.

In years prior to 2011, Qwest filed amentizteral income tax returns for 2002-2007 to malkegetive claims with respect to items
reserved in their audit settlements and to coitests not addressed in prior audits. The examinaifdhose amended federal income tax
returns by the IRS was completed in 2012. In 2@h&est filed an amended 2008 federal income taxmegitimarily to report the carryforward
impact of prior year settlements. Such amendentffiis subject to adjustment by the IRS. At the stime, Qwest also filed an amended return
for 1999 for its predecessor U S WEST, Inc. to medeain refund claims. An agreed resolution oktholaims is pending conditioned upon
Congressional Joint Committee Approval.

Our open income tax years by major jurigdicare as follows at December 31, 2012:

Jurisdiction Open Tax Years

Federal 200&—curren

State
Florida 200¢—curren
Louisiana 200%—curren
Minnesota 1996—1999 and 20C—curren
New York 2001—2006 and 20C—-curren
North Caroline 2004—2006 and 20C—curren
Oregon 2002—2003 and 20C—curren
Texas 200&—curren
Other state 200¢—curren

Since the period for assessing additianalllty typically begins upon the filing of a retu it is possible that certain jurisdictions could
assess tax for years prior to the open tax yeactodied above. Additionally, it is possible thatt@ie 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 vafamisrs, including (i) the potential outcomes afth ongoing examinations, (ii) the expiratio
statute of limitations for specific jurisdiction@j) the negotiated settlement of certain dispus=ies, and (iv) the administrative practices of
applicable taxing jurisdictions, it is reasonabbsgible that the related unrecognized tax benfgfitancertain tax positions previously taken
may decrease by up to $32 million within the neXirdonths. The actual amount of such decreaseyifveill depend on several future
developments and events, many of which are outsideontrol.

(13) Segment Information

For several years prior to 2011, we regbdigr operations as a single segment. HoweveQ14 2after our acquisitions of Qwest on
April 1, 2011 and Savvis on July 15, 2011, we raoiged our business into the following operatingnsents:

. Regional marketsConsisted generally of providing strategic andiggproducts and services to residential consurasall to
medium-sized businesses and regional enterprigernass. Our strategic products and services offerédese customers
include our private line, broadband, Multi-Prototabel Switching ("MPLS"), hosting and video serdc Our legacy services
offered to these customers include local and lostpdce service;

. Business marketsConsisted generally of providing strategic anaggproducts and services to enterprise and govarhm
customers. Our strategic products and servicesanff® these
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customers include our private line, broadband, MRidsting and video services. Our legacy servifiesad to these customers
include local and long-distance service;

. Wholesale marketsConsisted generally of providing strategic anditggproducts and services to other communications
providers. Our strategic products and servicegedf¢o these customers are mainly private lind(tling special access) and
MPLS. Our legacy services offered to these custenmetude unbundled network elements ("UNEs") whattbw our wholesal
customers the use of our network or a combinatfayuo network and their own networks to provideceoand data services to
their customers, long-distance and switched acsmsdces; and

. Sawvis operationsConsisted of the entire centrally-managed operatal our Savvis subsidiaries, which provides imgstind
network services primarily to business customersmwprovided by Legacy Sawvis.

Effective April 1, 2012, in order to morHestively leverage the strategic assets from aguésitions of Qwest and Savvis and to better
serve our business and government customers, waatesed our business into the following operategments:

. Regional marketsConsists generally of providing strategic and tygaroducts and services to residential consunséate and
local governments, small to medium-sized busineasdsnterprise customers that in each case atbmainly within one of
our six regions. Our strategic products and sesviféered to these customers include our private, Ibroadband, MPLS,
hosting, video and wireless services. Our legacyices offered to these customers include locallang-distance service;

. Wholesale marketsConsists generally of providing strategic and tggaroducts and services to other domestic andnationa
communications providers. Our strategic productsservices offered to these customers are mainraterline (including
special access) and MPLS. Our legacy serviceseaffer these customers include UNEs which allowvdwslesale customers
the use of our network or a combination of our reknand their own networks to provide voice andhdsgrvices to their
customers, long-distance and switched access ssrvic

. Enterprise markets—networlConsists generally of providing strategic and tggaetwork communications products and
services to national and international enterprisg government customers. Our strategic productsandces offered to these
customers include our private line, broadband, MBh8 hosting services. Our legacy services offeyébdese customers inclu
local and long-distance services;

. Enterprise markets—data hostinGonsists generally of providing colocation, marthgesting and cloud hosting services to
national and international enterprise and goverrrogstomers.

On January 3, 2013, we announced a reargidom of our operating segments. Consequentlyinbetg with the first quarter of 2013, we
will report the following four segments in our cofidated financial statements: consumer, busings|esale and data hosting. The primary
purpose of the reorganization is to strengtherfacurs on the enterprise business market while goimg our commitment to our hosting and
consumer customers. The reorganization combindedmssssales and operations functions that resid#teienterprise markets—network
segment and the regional markets segment intoavebisiness segment. The remaining customers sdrigicthe regional markets segment
will become the new consumer segment. Our wholesal&ets and enterprises markets—data hosting segmwél not be impacted by this
reorganization.
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We have restated previously reported setinesults for the year ended December 31, 201%althe abovedescribed restructuring of o
business on April 1, 2012. The following table suanizes our segment results for 2012 and 2011 bas¢lde segment categorization we were
operating under on December 31, 2012.

Years Ended December 31,

2012 2011
(Dollars in millions)

Total segment revenu $ 17,32( 14,47
Total segment expens 8,09« 6,51
Total segment incom $ 9,22¢ 7,95¢
Total margin percentac 53% 55%
Regional markets

Revenue! $ 9,87¢ 8,74:

Expense! 4,21¢ 3,67:

Income $ 5,65¢ 5,07(

Margin percentag 57% 58%
Wholesale market:

Revenue! $ 3,721 3,30¢

Expense! 1,113 1,021

Income $ 2,60¢ 2,28¢

Margin percentag 70% 69%
Enterprise marke—network:

Revenue! $ 2,60¢ 1,93:

Expense! 1,891 1,45(

Income $ 71¢ 48¢

Margin percentag 28% 25%
Enterprise marke—data hosting

Revenue! $ 1,11¢ 49C

Expense! 86¢ 36¢

Income $ 24¢ 121

Margin percentag 22% 25%

Due to system limitations, we have deteadithat is impracticable to restate 2010's replatségments to conform to our current segt
categorization. For comparability purposes, we have
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included our segment information for the years érdecember 31, 2011 and 2010 based on the segategbcization we were operating
under on December 31, 2011:

Years Ended December 31

2011 2010
(Dollars in millions)

Total segment revenu $ 14,47 6,49¢
Total segment expens 6,53¢ 2,40:¢
Total segment incom $ 7,93¢ 4,09:
Total margin percentac 55% 63%
Regional markets

Revenue! $ 7,83 4,64(

Expense! 3,39¢ 1,78

Income $ 4,43¢ 2,851

Margin percentag 57% 62%
Business market:

Revenue! $ 2,861 26€

Expense! 1,73¢ 12C

Income $ 1,12¢ 14€

Margin percentag 39% 55%
Wholesale market:

Revenue! $ 3,29t 1,58¢

Expense! 1,021 50C

Income $ 2,27¢ 1,08¢

Margin percentag 69% 69%
Savvis operation:

Revenue! $ 48= _

Expense! 38C —

Income $ 10z —

Margin percentag 21% —

We categorize our products and servicegadlto revenues into the following four categories

. Strategic serviceswhich include primarily broadband, private linec{uding special access which we market to whddeaad
business customers), MPLS (which is a data netwmgriéchnology that can deliver the quality of seeuiequired to support
real-time voice and video), hosting (including ddwosting and managed hosting), colocation, Ethewdeo (including resold
satellite and our facilities-based video servicesjce over Internet Protocol ("VolP") and Veriz@fireless services;

. Legacy serviceswhich include primarily local, long-distance, ssfied access, public access, integrated servigéaldietwork

("ISDN") (which uses regular telephone lines toup voice, video and data applications), and tiakl wide area network
("WAN") services (which allows a local communicatfonetwork to link to networks in remote locatigns)
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. Data integration, which includes the sale of telecommunicationsmgent located on customers' premises and related
professional services, such as network manageiinstd]lation and maintenance of data equipmenttarilding of proprietary
fiber-optic networks for our government and businesstomers; and

. Other revenuesyhich consists primarily of USF revenue and surghar Unlike the first three revenue categoriessrothvenue
are not included in our segment revenues.

Our operating revenues for our productssergices consisted of the following categoriesffieryears ended December 31, 2012 and
2011:

Years Ended December 31

2012 2011
(Dollars in millions)
Strategic service $ 8,361 6,262
Legacy service 8,281 7,672
Data integratior 672 537
Other 1,05¢ 88(
Total operating revenut $ 18,37¢ 15,35

During 2012, operating revenues attribuigdblcertain products and services were recladgiften legacy services to strategic services.
Due to system limitations, we have determined ithahpracticable to restate 2010's operating regsria conform to our current revenue
categorization. For comparability purposes, we hagkided our operating revenues for the years éerember 31, 2011 and 2010 undel
prior revenue categorization:

Years Ended December 31,

2011 2010
(Dollars in millions)
Strategic service $ 6,25¢ 2,04¢
Legacy service 7,68( 4,28¢
Data integratior 537 15¢
Other 88( 547
Total operating revenut $ 15,35 7,042

Other operating revenues include revenmm funiversal service funds, which allows us to veca@ portion of our costs under federal and
state cost recovery mechanisms, and certain sgesan our customers, including billings for ougjuged contributions to several USF
programs. These surcharge billings to our customerseflected on a gross basis in our statemémgerations (included in both operating
revenues and expenses) and aggregated approxiria&lymillion, $392 million and $115 million forehyears ended December 31, 2012,
2011 and 2010, respectively. We also generate ofienating revenues from leasing and subleasisgade in our office buildings, warehou
and other properties. We centrally-manage the itiesvthat generate these other operating revemmggsonsequently these revenues are not
included in any of our four segments presented abov

Our segment revenues include all reveniues bur strategic, legacy and data integrationessribed in more detail above. Segment
revenues are based upon each customer's clagsifitatan
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individual segment. We report our segment reveiasgsd upon all services provided to that segmemst®mers. We report our segment
expenses for our four segments as follows:

. Direct expenseswhich primarily are specific expenses incurrecakirect result of providing services and prodtictsegment
customers, along with selling, general and adnratise expenses that are directly associated witicific segment customers or
activities; and

. Allocated expenseswhich include network expenses, facilities exgsrsnd other expenses such as fleet and real estate
expenses.

During the first quarter of 2012, as wengitioned certain of Qwest's legacy systems tchigiorical company systems, we updated our
methodologies for reporting our direct expensesfandllocating our expenses to our segments. 8pakly, we no longer include certain fleet
expenses for our regional markets segment in déngménses; they are now expenses allocated teegorents, with the exception of enterprise
markets—data hosting. In addition, we now moreyfallocate network building rent and power expensesur regional markets, wholesale
markets and enterprise marketsetwork segments. We determined that it was imjmalgle to recast our segment results for the gréwiod to
reflect these changes in methodology.

During the second quarter of 2012, as weganized our business into our four segmentsdisated above, we further revised our
methodology for how we allocate our expenses tosegments to better align segment expenses witetetevenues. Under our revised
methodology, we no longer allocate certain prodigstelopment costs to our segments, but we do nioeaaé certain expenses from our
enterprise markets—data hosting segment to our tihee segments. We have restated prior periodsflert these changes in our
methodology.

We do not assign depreciation and amoitizaxpense to our segments, as the related assdtzapital expenditures are centrally
managed. Similarly, severance expenses, restrogtaxpenses and, subject to an exception for dergise markets—data hosting segment,
certain centrally managed administrative functitgwgeh as finance, information technology, legal hathan resources) are not assigned to ou
segments. Interest expense is also excluded frgmesat results because we manage our financingiatalacompany basis and have not
allocated assets or debt to specific segmentsiditian, other income (expense) does not relateitcsegment operations and is therefore
excluded from our segment results.

The following table reconciles segment imecto net income for the years ended December@®®,2011 and 2010:

Years Ended December 31

2012 2011 2010
(Dollars in millions)
Total segment incorr $ 9,22¢ 7,95¢ 4,092
Other operating revenu 1,05¢ 88( 547
Depreciation and amortizatic (4,780 (4,02¢) (1,439
Other unassigned operating expel (2,789 (2,787 (1,145
Other income (expense), r (1,469 (1,077%) (529
Income tax expens (473 (375) (583
Net income $ 777 57: 94¢

We do not have any single customer thatiges more than 10% of our total operating reven8edstantially all of our revenues come
from customers located in the United States.
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(14) Quarterly Financial Data (Unaudited)
First Second Third Fourth

Quarter Quarter Quarter Quarter Total
(Dollars in millions, except per share amounts

2012
Operating

revenu $ 4,61( 4,612 4,571 4,58:¢ 18,37¢
Operating

income 654 657 73€ 66€ 2,71
Net

income 20C 74 27C 23¢ 777
Basic

earning

per

commc

share .32 Az A3 .37 1.2t
Diluted

earning

per

commc

share .32 Az A3 .37 1.2t

2011
Operating

revenu $ 1,69¢ 4,40¢ 4,59¢ 4,65:¢ 15,35!
Operating

income 464 48( 54¢ 53¢ 2,02t
Net

income 211 11¢ 13¢ 10¢ 573
Basic

earning

per

commc

share .6¢ A€ 22 A€ 1.07
Diluted

earning

per

commc

share .6¢ ¢ 22 1€ 1.07

These results include Savvis operationpésiods beginning July 15, 2011 and Qwest oparatior periods beginning April 1, 2011. See
Note ——Acquisitions for additional information. Duringetthird quarter of 2012, we discovered and corceateerror that resulted in an
overstatement of depreciation expense in the anafB80 million in 2011 and $15 million in the firsix months of 2012. The total reduction
in depreciation expense of $45 million was recogdiin the third quarter of 2012.

(15) Commitments and Contingencies

In this section, when we refer to a clagttoa as "putative” it is because a class has héleged, but not certified in that matter. Untiban
unless a class has been certified by the coursinot been established that the named plaingifiesent the class of plaintiffs they purport to
represent.

We have established accrued liabilitiesttier matters described below where losses are deprobable and reasonably estimable.

We are vigorously defending against allhaf matters described below. As a matter of couvseare prepared both to litigate the matters
to judgment, as well as to evaluate and consideetlement opportunities.

Litigation Matters Relating to CenturyLink and Embg

In December 2009, subsidiaries of Centumilfiled two lawsuits against subsidiaries of SphNiextel to recover terminating access
charges for VolP traffic owed under various intengection agreements and tariffs which presently@pmate $34 million. The lawsuits
allege that Sprint Nextel has breached contraatfated tariffs, and violated the Federal Commutidees Act by failing to pay these charges.
One lawsuit, filed on behalf of all legacy Embappmating entities, was tried in federal court imgiiia in August 2010 and, in March 2011, a
ruling was issued in our favor and against Spriextidl. In the first quarter of 2012, Sprint NexXikld an appeal of this decision. The ot



lawsuit, filed on behalf of all Legacy CenturyLiokerating entities, is pending in federal court in
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Louisiana. In that case, in early 2011 the Cowstised certain of CenturyLink's claims, referrdteoclaims to the FCC, and stayed the
litigation. In April 2012, Sprint Nextel filed a fton with the FCC, seeking a declaratory rulihgttCenturyLink's access charges do not appl
to VolIP originated calls. We have not deferred nesmerelated to these matters as an adverse ouisareprobable based upon current
circumstances.

InWilliam Douglas Fulghum, et al. v. Embarq Corpoaatj et al., filed on December 28, 2007 in the United Statisriot Court for the
District of Kansas, a group of retirees filed agtivie class action lawsuit challenging the decismmake certain modifications in retiree
benefits programs relating to life insurance, meldicsurance and prescription drug benefits, gdiyezéfective January 1, 2006 and January 1
2008 (which, at the time of the modifications, veapected to reduce estimated future expensesdmubject benefits by more than
$300 million). Defendants include Embarq, certdiitobenefit plans, its Employee Benefits Comnatéand the individual plan administrato
certain of its benefits plans. Additional defendaintlude Sprint Nextel and certain of its benglfins. The Court certified a class on certain of
plaintiffs’ claims, but rejected class certificatias to other claims. Embarg and other defendamtsnuie to vigorously contest these claims anc
charges. On October 14, 2011, thdghumlawyers filed a new, related lawsudtbbott et al. v. Sprint Nextel et &enturyLink/Embarq is not
named a defendant in the lawsuitAlnbott,approximately 1,500 plaintiffs allege breach offithry duty in connection with the changes in
retiree benefits that also are at issue inRhlghumcase. Thé\bbottplaintiffs are all members of the class that wasifoed in Fulghumon
claims for allegedly vested benefits (Counts | Hdand theAbbottclaims are similar to thEulghumbreach of fiduciary duty claim (Count
1), on which theFulghumcourt denied class certification. The Court hagexigoroceedings iAbbottindefinitely. On February 14, 2013, the
Fulghumcourt dismissed the majority of the plaintiffs'iota in that case. Embarq and the other defendaititsamtinue to vigorously contest
any remaining claims iRulghumand seek to have the claims in tigbottcase dismissed on similar grounds. We have notiada liability
for these matters as it is premature (i) to deteemvhether an accrual is warranted and, (i) ifssteasonable estimate of probable liability.

Litigation Matters Relating to Qwes

The terms and conditions of applicable Wglacertificates or articles of incorporation, agrents or applicable law may obligate Qwes
indemnify its former directors, officers or emplegewith respect to certain of the matters descrijgolw, and Qwest has been advancing leg:
fees and costs to certain former directors, officgremployees in connection with certain mattescdbed below.

On September 29, 2010, the trustees iDtheh bankruptcy proceeding for KPNQwest, N.V. \{dfich Qwest was a major shareholder)
filed a lawsuit in the District Court of Haarlenhgt Netherlands, alleging tort and mismanagemeinslander Dutch law. Qwest and
Koninklijke KPN N.V. ("KPN") are defendants in thimwsuit along with a number of former KPNQwestewisory board members and a
former officer of KPNQwest, some of whom were formaffiliated with Qwest. Plaintiffs allege, amowgher things, that defendants' actions
were a cause of the bankruptcy of KPNQwest, ang $bek damages for the bankruptcy deficit of KPN&wehich is claimed to be
approximately €4.200 billion (or approximately $®i6ion based on the exchange rate on Decembe2(@l?), plus statutory interest. Two
lawsuits asserting similar claims were previougdfagainst Qwest and others in federal courtsew Jersey in 2004 and Colorado in 2009;
those courts dismissed the lawsuits without pregidin the grounds that the claims should not lgatiéd in the United States.

On September 13, 2006, Cargill Financiathéss, Plc and Citibank, N.A. filed a lawsuit iretDistrict Court of Amsterdam, the
Netherlands, against Qwest, KPN, KPN Telecom Baxid other former officers, employees or supervigmgrd members of KPNQwest, sc
of whom were formerly affiliated with Qwest. TheMsuit alleges that defendants misrepresented KPNEwfnancial and business condition
in connection with the origination of a credit fitgiand wrongfully allowed
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KPNQwest to borrow funds under that facility. Ptifs allege damages of approximately €219 mill{on approximately $289 million based
on the exchange rate on December 31, 2012). O 2rR2012, the court issued its judgment denyirgdlaims asserted by Cargill and
Citibank in their lawsuit. Cargill and Citibank aappealing that decision.

We have not accrued a liability for the aboatters. Regarding the 2010 proceeding, we\eités premature to determine whether an
accrual is warranted and, if so, a reasonable atgiwf our probable liability. Regarding the 2008,sve do not believe that liability is
probable. We will continue to defend against boBNQwest litigation matters vigorously.

Several putative class actions relatinthéinstallation of fiber optic cable in certaights-of-way were filed against Qwest on behalf of
landowners on various dates and in courts locat&d istates in which Qwest has such cable (Alabamzgna, California, Colorado,
Delaware, Florida, Georgia, lllinois, Indiana, lgW&ansas, Kentucky, Maryland, Massachusetts, Mamjd/innesota, 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 insiat fiber optic cable in railroad rights-of-
way. The complaints allege that the railroads dwenrtght-of-way as an easement that did not incthdeight to permit us to install our cable
in the right-of-way without the Plaintiffs' conseMost of the currently pending actions purporb&obrought on behalf of state-wide classes in
the named Plaintiffs' respective states, althouwhaxction pending before the Illinois Court of Aplsepurports to be brought on behalf of
landowners in Illinois, lowa, Kentucky, Michigan,iivhesota, Nebraska, Ohio and Wisconsin. In gengralcomplaints seek damages on
theories of trespass and unjust enrichment, asaselunitive damages. After previous attempts terénto a single nationwide settlement in a
single court proved unsuccessful, the parties maee to seek court approval of settlements onte-biastate basis. To date, the parties have
received final approval of such settlements int22es (Alabama, Colorado, Delaware, Florida, Gegnfjinois, Indiana, lowa, Kansas,
Maryland, Michigan, Minnesota, Mississippi, MissipiNebraska, New Jersey, New York, North Carolidalahoma, Tennessee, Virginia and
Wisconsin), have received preliminary approvalhaf settlements in eight states (California, Kempudlevada, Ohio, Oregon, Pennsylvania,
South Carolina and Utah), and have not yet receditheér preliminary or final approval in four stat@\rizona, Massachusetts, New Mexico
and Texas). We have accrued an amount that wevbasieorobable for these matters; however, the amisunot material to our consolidated
financial statements.

Other Matters

From time to time, we are involved in otpeoceedings incidental to our business, inclugiatgnt infringement allegations,
administrative hearings of state public utility aoissions relating primarily to rate making, actioakting to employee claims, various tax
issues, environmental law issues, grievance hesabirfpre labor regulatory agencies, and miscellaséard party tort actions. The outcome
these other proceedings is not predictable. Howdased on current circumstances we do not belf@tehe ultimate resolution of these other
proceedings, after considering available defensdsresurance coverage, will have a material adveffeet on our financial position, results of
operations or cash flows.

Capital Leases

We lease certain facilities and equipmerttar various capital lease arrangements. Depreniafiassets under capital leases is includ:
depreciation and amortization expense. Paymentapital leases are included in repayments of lengridebt, including current maturities in
the consolidated statements of cash flows.
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The tables below summarize our capitaldeagivity:

Years Ended December 31

2012 2011
(Dollars in millions)
Assets acquired through capital lea $ 20¢ 69¢€
Depreciation expens 15C 89
Cash payments towards capital lee 112 76
December 31, December 31,
2012 2011

(Dollars in millions)
Assets included in property, plant and
equipmen $ 89: 69¢
Accumulated depreciatic 22¢ 91

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

Future
Minimum
Payments
(Dollars in
millions)
Capital lease obligation
2013 $ 15¢
2014 14z
2015 107
2016 72
2017 68
2018 and thereatfte 381
Total minimum payment 92¢
Less: amount representing interest and execut®ts (24%)
Present value of minimum payme| 681
Less: current portio (119
Long-term portion $ 564

Operating Leases

CenturyLink leases various equipment, effacilities, retail outlets, switching facilitieand other network 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, 2012, 2011 and 2010, our gross rerpanse was $445 million, $401 million and $174iom| respectively. We also received
sublease rental income for the years ended Decedih@012 and 2011 of $18 million and $17 millioespectively. We did not have any
material sublease rental income for the year e mber 31, 2010.
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At December 31, 2012, our future rental ootments for operating leases were as follows:

Future

Minimum

Payments

(Dollars in

millions)

2013 $ 297
2014 252
2015 21¢
2016 182
2017 15€
2018 and thereafts 964
Total future minimum paymentd $ 2,071
1) Minimum payments have not been reduced by minimuiofesise rentals of $115 million due in the futunder non-cancelable subleases.

Purchase Obligation:

We have several commitments primarily farketing activities and support services from aetgrof vendors to be used in the ordinary
course of business totaling $524 million at Decen#de 2012. Of this amount, we expect to purchai8$nillion in 2013, $129 million in
2014 through 2015, $86 million in 2016 through 2@hd $96 million in 2018 and thereafter. These amwdo not represent our entire
anticipated purchases in the future, but represelytthose items for which we are contractually oaitted.

(16) Other Financial Information
Other Current Assets
The following table presents details of otlrer current assets:

December 31,

2012 2011
(Dollars in millions)

Prepaid expenst $ 257 24C
Materials, supplies and

inventory 12t 107
Assets held for sal 96 —
Deferred activation and

installation charge 53 25
Other 21 21
Total other current asse $ 552 39¢

During the second quarter of 2012, we s=ifeed $154 million related to our wireless spertrassets from "Other intangible assets, net"
to "current assets—other" in the consolidated ldasheet. We sold $58 million of our wireless spautassets during the fourth quarter of
2012, and we sold another $43 million of our wisslgpectrum assets in January 2013. In the aggrebase transactions resulted in a gain of
$32 million. We expect to reach agreements withouar other purchasers for the remaining spectrunth tlhe consummation of which will be
subject to regulatory approval.
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Selected Current Liabilitie:
Current liabilities reflected in our balaheets include accounts payable and other cuiabilities as follows:

December 31

2012 2011
(Dollars in millions)

Accounts payabl $ 1,20 1,40(
Other current liabilities

Accrued ren $ 48 44

Legal reserve 3¢9 44

Other 147 167

Total other current liabilitie $ 234 25¢

Included in accounts payable at DecembeP312 and December 31, 2011 were $132 milliong6idmillion, respectively, representing
book overdrafts.

(17) Labor Union Contracts

Over 38% of our employees are members wbwa bargaining units represented by the Commtioics Workers of America and the
International Brotherhood of Electrical Workers.pkpximately 12,000, or 26%, of our employees atgesii to collective bargaining
agreements that expired October 6, 2012. We arerly negotiating the terms of new agreementthénmeantime, the predecessor
agreements have been extended, and the applicaiblesthave agreed to provide us with at least tyvéir hour advance notice before
terminating those predecessor agreements. Anyestak other changes in our labor relations cowle leasignificant impact on our business. If
we fail to extend or renegotiate our collectivedaaning agreements with our labor unions as thejrexrom time to time, or if our unionized
employees were to engage in a strike or other wtmpage, our business and operating results deufdaterially harmed. To help mitigate
this potential risk, we have established continggsians in which we would assign trained, non-repreed employees to cover jobs for
represented employees in the event of a work stppmprovide continuity for our customers.

(18) Dividends

Our Board of Directors declared the follog/dividends payable in 2012 and 2011:

Dividend
Date Declared Record Date Per Share Total Amount Payment Date
(in millions)
November 13

2012 December 11, 20: 728 % 454 December 21, 20:
August 21,

2012 September 11, 20 728 3 452 September 21, 20
May 24, 2012 June 5, 201 Jq28 3 458 June 15, 201
February 12,

2012 March 6, 201 728 3 452 March 16, 201
November 15

2011 December 6, 20! 728 % 44¢ December 16, 20:
August 23,

2011 September 6, 20: T28 % 44¢ September 16, 20.
May 18, 2011 June 6, 201 28 3 43€ June 16, 201
January 24,

2011 February 18, 201 728 3 222 February 25, 201
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

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

Our Chief Executive Officer, Glen F. Pd#t,and our Chief Financial Officer, R. Stewart vy, Jr., have evaluated the design and
operation of our disclosure controls and proced(asglefined in Rules 13a-15(e) and 15d-15(e) ®Scurities Exchange Act of 1934, or the
"Exchange Act") at December 31, 2012. Based omrtaduation, Messrs. Post and Ewing concluded thiatiisclosure controls and procedures
are designed, and are effective, to provide redderassurance that the information required toibelabed by us in the reports that we file
under the Exchange Act is timely recorded, prombssemmarized and reported and to ensure thamiraftion required to be disclosed in the
reports that we file or submit under the Exchangeigaccumulated and communicated to our manageineluding Messrs. Post and Ewing,
in a manner that allows timely decisions regardegyuired disclosure.

There were no changes in our internal obatver financial reporting during 2012 that maaélyi affected, or that we believe are
reasonably likely to materially affect, our interantrol over financial reporting.

See Management's Report on Internal Contret Financial Reporting and the Report of Indejgen Registered Public Accounting Firm
on our internal control over financial reportingliam 8, which are incorporated herein by reference

ITEM 9B. OTHER INFORMATION

None.

PART 1lI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

The information required by Item 10 is inmorated by reference to the Proxy Statement.

ITEM 11. EXECUTIVE COMPENSATION
The information required by Item 11 is inmorated by reference to the Proxy Statement.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Equity Compensation Plan Information

The following table provides information@sDecember 31, 2012 about our equity compensati@ms under which Common Shares are
authorized for issuance:

Number of Weighted-
securities to be average Number of securities
issued upon exercise price remaining available
exercise of of for future issuance
outstanding outstanding  under plans (excluding
options and options and securities reflected in
rights (@ rights @ column (a))
@ (b) (©)
Equity compensation plans
approved by shareholde 4,256,501 $ 42.2¢ 29,507,230
Equity compensation plans
not approved by
shareholder& 6,423,210 32.5¢ —
Totals 10,679,71 $ 34.2¢ 29,507,23
1) The total includes 323,749 potentially issuablérieted stock units, which contain market provisi@nd have a maximum payout of 200%. This payouitidoe
reduced to zero if specified total shareholderrretargets as compared to the S&P 500 are not weetaospecified period.
2) The total number of securities issued and outstenisicludes restricted stock units, which do natehan exercise price. Consequently, these awards we
excluded from the computation of weighted-averaggase price of outstanding options and rights.
3 This amount includes 2,605,468 shares remainitg tgranted under our shareholder-approved empkipek purchase plan.
4) These amounts represent common shares to be iggaraexercise of options or vesting of restrictettls approved under our required company equitgritize

plans. See Note 2—Acquisitions to the Consolid&tiedncial Statements in Item 8 of this report.
(5) The total includes 94,774 potentially issuablerretgtd stock units, which contain market provisiansl have a maximum payout of 200%. This payouldcoe
reduced to zero if specified total shareholderrretargets as compared to the S&P 500 are not weeteospecified perioc

The balance of the information requiredtieyn 12 is incorporated by reference to the PraageBnent.

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

The information required by Item 13 is inmorated by reference to the Proxy Statement.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
The information required by Item 14 is inmorated by reference to the Proxy Statement.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

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

Exhibit
Number  Description
2.1 Agreement and Plan of Merger, dated as of Oct@be2008, by and among CenturyLink, Inc., EmbaogpGration and
Cajun Acquisition Company (incorporated by refeeete Exhibit 99.1 of CenturyLink, Inc.'s Currergfdrt on Form 8-K
(File No. 00:-07784) filed with the Securities and Exchange Cossinh on October 30, 200t

2.2 Agreement and Plan of Merger, dated as of April2f1L,0, by and among CenturyLink, Inc., its subsidBB44
Acquisition Company, and Qwest Communications hdéonal Inc. (incorporated by reference to Exhibit of
CenturyLink, Inc.'s Current Report on Form 8-K éAlo. 001-07784) filed with the Securities and e Commission
on April 27, 2010)

2.2 Agreement and Plan of Merger, dated as of AprilZ8d,1, by and among CenturyLink, Inc., SAVVIS, laad Mimi
Acquisition Company (incorporated by reference xbigit 2.1 of CenturyLink, Inc.'s Current Report Borm 8-K (File
No. 003-07784) filed with the Securities and Exchange Cossion on April 27, 2011

3.1 Amended and Restated Articles of Incorporation eff@ryLink, Inc., as amended through May 23, 20d@ofporated by
reference to Exhibit 3.1 of CenturyLink, Inc.'s €nt Report on Form 8-K (File No. 001-07784) filedh the Securities
and Exchange Commission on May 30, 20

3.2 Bylaws of CenturyLink, Inc., as amended and redttteough November 4, 2010 (incorporated by refegen Exhibit 3.2
of CenturyLink, Inc.'s Quarterly Report on Form QCer the period ended September 30, 2010 (FileOQ&-07784) filed
with the Securities and Exchange Commission on hnex 5, 2010)

4.1 Form of common stock certificate (incorporated éference to Exhibit 4.10 of CenturyLink, Inc.'s R#gtion Statement
on Form 3 filed with the Securities and Exchange CommissioMarch 2, 2012 (Registration No. -179888)).

4.2 Instruments relating to CenturyLink, Inc.'s RevalyiCredit Facility.

a. Amended and Restated Credit Agreement, dated Aprdf6, 2012, by and among CenturyLink, Inc. ahd t
lenders and agents named therein (incorporatedfbyence to Exhibit 4.1 of CenturyLink, Inc.'s €t Report
on Form &K (File No. 00:-07784) filed with the Securities and Exchange Cossion on April 11, 2012,

b. Guarantee Agreement, dated as of April 6, 201r1/among the guarantors named therein (incorpbbste
reference to Exhibit 4.2 of CenturyLink, Inc.'s @nt Report on Form 8-K (File No. 001-07784) filedh the
Securities and Exchange Commission on April 11 22(

4.2 Instruments relating to CenturyLink, Inc.'s Termahc

a. Credit Agreement, dated as of April 18, 2012, bgt among CenturyLink, Inc., the several banks ahért
financial institutions or entities from time to #nparties thereto, and CoBank, ACB, as adminisgagent
(incorporated by reference to Exhibit 4.1 of Ceyitimk, Inc.'s Current Report on Form 8-K (File Na01-07784)
filed with the Securities and Exchange Commissioipril 20, 2012)

b. Guarantee Agreement, dated as of April 18, 201rn/among the guarantors named therein (incogubiat
reference to Exhibit 4.2 of CenturyLink, Inc.'s @nt Report on Form 8-K (File No. 001-07784) filedh the
Securities and Exchange Commission on April 2022(
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4.4 |nstruments relating to CenturyLink's public serdebt.!

a. Form of Indenture, by and between Century Teleplimterprises, Inc. (currently named CenturyLinig.Jrand
First American Bank & Trust of Louisiana, as Tres(acorporated by reference to Exhibit 4.1 of
CenturyLink, Inc.'s Registration Statement on F&8 (File No. No. 33-52915) filed with the Secw#tiand
Exchange Commission on March 31, 19¢

(i). Form of 7.2% Senior Notes, Series D, due 2025 (pmated by reference to Exhibit 4.27 of
CenturyLink, Inc.'s Annual Report on Form 10-K fhe year ended December 31, 1995 (File No. 001-
07784) filed with the Securities and Exchange Cossinoh on March 18, 199¢

(ii). Form of 6.875% Debentures, Series G, due 202&facated by reference to Exhibit 4.9 of
CenturyLink, Inc.'s Annual Report on Form 10-K fhe year ended December 31, 1997 (File No. 001-
07784) filed with the Securities and Exchange Cossion on March 16, 199¢

b. Third Supplemental Indenture, dated as of Febridr2005, by and between CenturyTel, Inc. (curyemiimed
CenturyLink, Inc.) and Regions Bank, as Trustesigieating and outlining the terms and conditions of
CenturyLink's 5% Senior Notes, Series M, due 20i&ofporated by reference to Exhibit 4.1 of
CenturyLink, Inc.'s Current Report on Form 8-K éANo. 000-50260) filed with the Securities and Earae
Commission on February 15, 200

(i). Form of 5% Senior Notes, Series M, due 2015 (inmaied by reference to Exhibit A to Exhibit 4.1 of
CenturyLink, Inc.'s Current Report on Form 8-K éANo. 000-50260) filed with the Securities and
Exchange Commission on February 15, 20

c. Fourth Supplemental Indenture, dated as of Mar¢t2@67, by and between CenturyTel, Inc. (currendlyned
CenturyLink, Inc.) and Regions Bank, as Trustesjgieting and outlining the terms and conditions of
CenturyLink's 6.0% Senior Notes, Series N, due 201¥5.5% Senior Notes, Series O, due 2013 (incatpd by
reference to Exhibit 4.1 of CenturyLink, Inc.'s @nt Report on Form 8-K (File No. 001-07784) fileith the
Securities and Exchange Commission on March 2972

(). Form of 6.0% Senior Notes, Series N, due 2017 abfh Senior Notes, Series O, due 2013 (incorpotiay
reference to Exhibit A to Exhibit 4.1 of Centurykirinc.'s Current Report on Form 8-K (File No. 001-
07784) filed with the Securities and Exchange Cossion on March 29, 2007

d. Fifth Supplemental Indenture, dated as of Septe2be2009, by and between CenturyTel, Inc. (culyaramed
CenturyLink, Inc.) and Regions Bank, as Trustesigieting and outlining the terms and conditions of
CenturyLink's 7.60% Senior Notes, Series P, du®201l 6.15% Senior Notes, Series Q, due 2019 focated
by reference to Exhibit 4.1 of CenturyLink, IncCarrent Report on Form 8-K (File No. 001-07784gdilwith the
Securities and Exchange Commission on Septemb&028)).

(i). Form of 7.60% Senior Notes, Series P, due 203%&t% Senior Notes, Series Q, due 2019 (incorpdrate
by reference to Exhibit A to Exhibit 4.1 of Centliyk, Inc.'s Current Report on Form 8-K (File N@18
07784) filed with the Securities and Exchange Cossion on September 22, 200

e. Sixth Supplemental Indenture, dated as of Jun@@Bl, by and between CenturyLink, Inc. and Reg®eusk, as
Trustee, designating and outlining the terms amdlitions of CenturyLink's 5.15% Senior Notes, Sefe due
2017 and 6.45% Senior Notes, Series S, due 202drfiorated by reference to Exhibit 4.2 of Centuni.ilnc.'s
Current Report on Form 8-K (File No. 00%784) filed with the Securities and Exchange Cossion on June 1
2011).

(). Form of 5.15% Senior Notes, Series R, due 201746 Senior Notes, Series S, due 2021 (incorpibrate
by reference to Exhibit A to Exhibit 4.2 of Centuiyk, Inc.'s Current Report on Form 8-K (File N&@10
07784) filed with the Securities and Exchange Cossioh on June 16, 201:

Certain of the items in Sections 4.4, 4.5 and &.6rit supplemental indentures or other instruraegyutverning debt that has
been retired, or (ii) refer to trustees who mayehbeen replaced, acquired or affected by similangbs. In accordance with
Item 601(b) (4) (iii) (A) of Regulation S-K, copie$ certain instruments defining the rights of hesklof certain of our long-
term debt are not filed herewith. Pursuant to tbgulation, we hereby agree to furnish a copy gfsarch instrument to the
SEC upon reques
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f. Seventh Supplemental Indenture, dated &dav€h 12, 2012, by and between CenturyLink, Incl Begions
Bank, as Trustee, designating and outlining theseand conditions of CenturyLink's 5.80% Seniorddpt
Series T, due 2022 and 7.65% Senior Notes, SeridsiéJ2042 (incorporated by reference to Exhiitaf.
CenturyLink's Current Report on Form 8-K (File Ni91-07784) filed with the Securities and Exchange
Commission on March 12, 201:

(i) Form of 5.80% Senior Notes, Series T, due 202272860 Senior Notes, Series U, due 2042
(incorporated by reference to Exhibit A to Exhibil of CenturyLink, Inc.'s Current Report on Fors{ 8
(File No. 00:-07784) filed with the Securities and Exchange Cossion on March 12, 2012

4.5 Instruments relating to indebtedness of Qwest Conications International, Inc. and its subsidiar

a. Indenture, dated as of April 15, 1990, by and betw&he Mountain States Telephone and Telegraph @aynp
(currently named Qwest Corporation) and The Firgidtial Bank of Chicago (incorporated by referetuce
Exhibit 4.2 of Qwest Corporation's Annual Reportrarm 10-K for the year ended December 31, 2002 (Fi
No. 001-03040) filed with the Securities and Exchange Cossion on January 13, 200

(). First Supplemental Indenture, dated as of Aprill991, by and between U S WEST
Communications, Inc. (currently named Qwest Corfieng and The First National Bank of Chicago
(incorporated by reference to Exhibit 4.3 of Qw@etporation's Annual Report on Form 10-K for the
year ended December 31, 2002 (File No.-03040) filed with the Securities and Exchange Cossion
on January 13, 2004

b. Indenture, dated as of April 15, 1990, by and betwidorthwestern Bell Telephone Company (predecessor
Qwest Corporation) and The First National Bank bfo@go (incorporated by reference to Exhibit 4.5(b)
CenturyLink, Inc.'s Quarterly Report on Form 106D the period ended March 31, 2012 (File No. 0018%j
filed with the Securities and Exchange CommissioiMay 10, 2012)

(@i). First Supplemental Indenture, dated as of Aprill991, by and between U S WEST
Communications, Inc. (currently named Qwest Corfiana and The First National Bank of Chicago
(incorporated by reference to Exhibit 4.3 of Qu@etporation's Annual Report on Form 10-K for the
year ended December 31, 2002 (File No.-03040) filed with the Securities and Exchange Cossion
on January 13, 2004

C. Indenture, dated as of June 29, 1998, by and atdd®YVEST Capital Funding, Inc. (currently named ®we
Capital Funding, Inc.), U S WEST, Inc. (predecessd@west Communications International Inc.) ané Hrst
National Bank of Chicago, as trustee (incorpordigdeference to Exhibit 4(a) of U S WEST, Inc.'s@at
Report on Form 8-K (File No. 001-14087) filed witte Securities and Exchange Commission on Novefther
1998).

(). First Supplemental Indenture, dated as of Jun@@), by and among U S WEST Capital Funding, Inc.
(currently named Qwest Capital Funding, Inc.), WEST, Inc. (predecessor to Qwest Communications
International Inc.) and Bank One Trust Company, Na& trustee (incorporated by reference to
Exhibit 4.10 of Qwest Communications Internatiolmal.'s Quarterly Report on Form @for the perio
ended June 30, 2000 (File No. 001-15577) filed with Securities and Exchange Commission on
August 11, 2000}

d. Indenture, dated as of November 4, 1998, by anddsst Qwest Communications International Inc. anakBes
Trust Company (incorporated by reference to ExHitii{e) of Qwest Communications International ;c.'
Registration Statement on Form S-4 (File No. 33808) filed with the Securities and Exchange Comioissn
February 2, 1999

e. Indenture, dated as of November 27, 1998, by atwldsn Qwest Communications International Inc. andk&rs
Trust Company (incorporated by reference to ExHitii{d) of Qwest Communications International Bic.'
Registration Statement on Form S-4 (File No. 33808) filed with the Securities and Exchange Comioissn
February 2, 1999

f. Indenture, dated as of October 15, 1999, by anddst US West Communications, Inc. (currently naQeckst
Corporation) and Bank One Trust Company, N.A.rastée (incorporated by reference to Exhibit 4fQwest
Corporation's Annual Report on Form 10-K for thatyended December 31, 1999 (File No. 03D40) filed with
the Securities and Exchange Commission on Mar@0@0).
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).

(ii).

(ii).

(iv).

v).

vi).

(vii).

(wiii).

(ix)

®

First Supplemental Indenture, dated as of Augus2@04, by and between Qwest Corporation and U.S.
Bank National Association (incorporated by refeeete Exhibit 4.22 of Qwest Communications
International Inc.'s Quarterly Report on Form 1@@the period ended September 30, 2004 (File Q&- 0
15577) filed with the Securities and Exchange Cossioh on November 5, 200:

Third Supplemental Indenture, dated as of JunQJ5, by and between Qwest Corporation and U.S.
Bank National Association (incorporated by refeeete Exhibit 4.2 of Qwest Communications
International Inc.'s Current Report on Form 8-Kémlo. 001-15577) filed with the Securities and
Exchange Commission on June 23, 20

Fourth Supplemental Indenture, dated as of Augug086, by and between Qwest Corporation and U.S.
Bank National Association (incorporated by refeeete Exhibit 4.1 of Qwest Communications
International Inc.'s Current Report on Form 8-Kémlo. 001-15577) filed with the Securities and
Exchange Commission on August 8, 20(

Fifth Supplemental Indenture, dated as of May 0872 by and between Qwest Corporation and U.S. |
National Association (incorporated by referenc&xbibit 4.1 of Qwest Communicatiol

International Inc.'s Current Report on Form 8-K&Mlo. 001-15577) filed with the Securities and
Exchange Commission on May 18, 20(

Sixth Supplemental Indenture, dated as of AprilZ0)9, by and between Qwest Corporation and U.S.
Bank National Association (incorporated by refeeete Exhibit 4.1 of Qwest Communications
International Inc.'s Current Report on Form 8-K&Mlo. 001-15577) filed with the Securities and
Exchange Commission on April 13, 200

Seventh Supplemental Indenture, dated as of Jud@18, by and between Qwest Corporation and U.S.
Bank National Association (incorporated by refeeete Exhibit 4.8 of Qwest Corporation's FornA&File
No. 002-03040) filed with the Securities and Exchange Cossion on June 7, 201:

Eighth Supplemental Indenture, dated as of Septe@he2011, by and between Qwest Corporation and
U.S. Bank National Association (incorporated byerefice to Exhibit 4.9 of Qwest Corporation's For 8
(File No. 00:-03040) filed with the Securities and Exchange Cossioh on September 20, 201

Ninth Supplemental Indenture, dated as of Octob2041, by and between Qwest Corporation and
Bank National Association (incorporated by refeeetew Exhibit 4.1 of Qwest Corporation's Current &ep
on Form 8-K (File No. 001-03040) filed with the Seities and Exchange Commission on October 4,
2011).

Tenth Supplemental Indenture, dated as of Ap2@,2, by and between Qwest Corporation and U.Sk
National Association (incorporated by referenc®test Corporation's Forn-A (File No. 001-03040)
filed with the Securities and Exchange CommissioiMarch 30, 2012)

Eleventh Supplemental Indenture, dated as of JGn2@.2, by and between Qwest Corporation and U.S.
Bank National Association (incorporated by refeeete Exhibit 4.12 of Qwest Corporation's Form 8-A
(File No. 00:-03040) filed with the Securities and Exchange Cossion on June 22, 201!

Indenture, dated as of February 5, 2004, by anchgr@west Communications International Inc., Qwesviges
Corporation, Qwest Capital Funding, Inc. and J.Brddn Trust Company, National Association (incogped by
reference to 4.17 of Qwest Communications Inteomati Inc.'s Annual Report on Form 10-K for the yeaded

December 31, 2003 (File No. (-15577) filed with the Securities and Exchange Cossion on March 11, 2004

0

(ii).

First Supplemental Indenture, dated as of Jun@d0d5, by and among Qwest Communications
International Inc., Qwest Services Corporation, @@apital Funding, Inc. and U.S. Bank National
Association (incorporated by reference to Exhiblt df Qwest Communications International Inc.'sr€nt
Report on Form 8-K (File No. 001-15577) filed witte Securities and Exchange Commission on June 3,
2005).

Third Supplemental Indenture, dated as of Septertibe2009, by and among Qwest Communications
International Inc., Qwest Services Corporation, @@apital Funding, Inc. and U.S. Bank National
Association (incorporated by reference to Exhiblt & Qwest Communications International Inc.'sr€nt
Report on Form 8-K (File No. 001-15577) filed witte Securities and Exchange Commission on
September 21, 200¢
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(iii).  Fourth Supplemental Indenture, dassdof January 12, 2010, by and among Qwest Conuations
International Inc., Qwest Services Corporation, @@apital Funding, Inc. and U.S. Bank National
Association (incorporated by reference to Exhibit &f Qwest Communications International Inc.'sr€nt
Report on Form 8-K (File No. 001-15577) filed witte Securities and Exchange Commission on
January 13, 2010

Instruments relating to indebtedness of Embarq @atpn.

Indenture, dated as of May 17, 2006, by and bet#®ebarq Corporation and J.P. Morgan Trust Company,
National Association, a national banking assocgtas trustee (incorporated by reference to ExHillitof
Embarqg Corporation's Current Report on Form 8-ke(Rio. 001-32732) filed with the Securities and Exwege
Commission on May 18, 200¢

7.082% Global Note due 2016 of Embarg Corporatiocofporated by reference to Exhibit 4.3 to Embarq
Corporation's Annual Report on Form 10-K for thatryended December 31, 2006 (File No. 32B72) filed with
the Securities and Exchange Commission on Mar@0@7).

Intercompany debt instrumen

Revolving Promissory Note, dated as of April 2, 2@Ursuant to which Embarq Corporation may bornawnfan
affiliate of CenturyLink, Inc. up to $2.5 billiomnca revolving basis (incorporated by referencexbilfit 4.7 (a) of
CenturyLink, Inc.'s Quarterly Report on Form 104D the period ended September 30, 2012 (File Nb-00T 84,
filed with the Securities and Exchange CommissioiNovember 8, 2012

Revolving Promissory Note, dated as of April 18120pursuant to which Qwest Corporation may borfimm ar
affiliate of CenturyLink, Inc. up to $1.0 billiomnca revolving basis (incorporated by referencexbilfit 4.7 (b) of
CenturyLink, Inc.'s Quarterly Report on Form 104D the period ended September 30, 2012 (File Nb-00U 84,
filed with the Securities and Exchange CommissioiNovember 8, 2012

Revolving Promissory Note, dated as of SeptembgP@%¥2, pursuant to which Qwest Communications
International, Inc. may borrow from an affiliate @enturyLink, Inc. up to $3.0 billion on a revolgibasis,
included herein

Qualified Employee Benefit Plans of CenturyLinkg.lfexcluding several narrow-based qualified pliwas cover union
employees or other limited groups of employe

CenturyLink Dollars & Sense 401(k) Plan and Trastamended and restated through December 31, 2006
(incorporated by reference to Exhibit 10.1(a) ohteyLink, Inc.'s Annual Report on Form 10-K foetkiear
ended December 31, 2006 (File No. 001-07784) fiet the Securities and Exchange Commission on Marc
2007), as amended by the First Amendment and tbenSeAmendment thereto, each dated as of Deceniber 3
2007 (incorporated by reference to Exhibit 10.bfaenturyLink, Inc.'s Annual Report on Form K(fer the yea
ended December 31, 2007 (File No. 001-07784) fiet the Securities and Exchange Commission on
February 29, 2008), as amended by the Third Amentthereto dated as of November 20, 2008 (incotpdrby
reference to Exhibit 10.1(a) of CenturyLink, Indsnual Report on Form 10-K for the year ended Dewer 31,
2008 (File No. 00137784) filed with the Securities and Exchange Cossion on February 27, 2009), as amer
by the Fourth Amendment thereto dated as of Jup2@® (incorporated by reference to Exhibit 10.dfa
CenturyLink, Inc.'s Quarterly Report on Form 104 the period ended June 30, 2009 (File No. 0018@yfiled
with the Securities and Exchange Commission on Augu2009), as amended by the Fifth Amendmenetber
dated as of September 15, 2009 (incorporated leyaete to Exhibit 10.1(a) of CenturyLink, Inc.'srAml Repor
on Form 10-K for the year ended December 31, 2608 No. 001-07784) filed with the Securities and¢Bange
Commission on March 1, 2010), as amended by thih imendment thereto, dated as of December 30, 2009
(incorporated by reference to Exhibit 10.1(a) ohteyLink, Inc.'s Annual Report on Form 10-K foetkiear
ended December 31, 2009 (File No. 001-07784) fiet the Securities and Exchange Commission on Marc
2010), as amended by the Seventh Amendment thefétative May 20, 2010 (incorporated by referetme
Exhibit 10.1 (a) of CenturyLink, Inc.'s Quarterlgport on Form 10-Q for the period ended Septembe2@10
(File No. 001-07784) filed with the Securities &xthange Commission on November 5, 2010) and asdede
by the Eighth Amendment thereto, effective Jandai3011 (incorporated by reference to Exhibit 1&) bf
CenturyLink, Inc.'s Annual Report on Form 10-K fbe year ended December 31, 2010 (File No. 0014778
filed with the Securities and Exchange CommissioiMarch 1, 2011)
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CenturyLink Union 401(k) Plan and Trustaasended and restated through December 31, 200§ gimrated by
reference to Exhibit 10.1(b) of CenturyLink, IndAenual Report on Form 10-K for the year ended Dewer 31,
2006 (File No. 001-07784) filed with the Securiteesl Exchange Commission on March 1, 2007), as dettby
the First Amendment thereto dated as of May 297 Z0@orporated by reference to Exhibit 10.1(b) of
CenturyLink, Inc.'s Quarterly Report on Form 104 the period ended March 31, 2008 (File No. 00782}
filed with the Securities and Exchange CommissioMay 7, 2008), as amended by the Second Amendment
thereto dated as of December 31, 2007 (incorpotatedference to Exhibit 10.1(b) of CenturyLink¢lis Annual
Report on Form 10-K for the year ended DecembeRBQ7 (File No. 001-07784) filed with the Secustand
Exchange Commission on February 29, 2008), as aadenyglthe Third Amendment thereto dated as of
November 20, 2008 (incorporated by reference takixh0.1(b) of CenturyLink, Inc.'s Annual Report

Form 10-K for the year ended December 31, 200&@ (Rd. 001-07784) filed with the Securities and e
Commission on February 27, 2009), as amended biyaghgh Amendment thereto dated as of June 30, 2009
(incorporated by reference to Exhibit 10.1(b) oh@eyLink, Inc.'s Quarterly Report on Form 10-Q fbe period
ended June 30, 2009 (File No. 002784) filed with the Securities and Exchange Cossion on August 7, 200!
as amended by the Fifth Amendment thereto datedl @sptember 15, 2009 (incorporated by reference to
Exhibit 10.1(b) of CenturyLink, Inc.'s Annual Repon Form 10-K for the year ended December 31, 2608
No. 002-07784) filed with the Securities and Exchange Cassion on March 1, 2010), as amended by the Sixth
Amendment thereto, dated as of December 30, 20@8rtiorated by reference to Exhibit 10.1(b) of
CenturyLink, Inc.'s Annual Report on Form 10-K fbe year ended December 31, 2009 (File No. 0014778
filed with the Securities and Exchange CommissioMarch 1, 2010), as amended by the Seventh Amemdme
thereto, effective May 20, 2010 (incorporated Hgmence to Exhibit 10.1(b) of CenturyLink, Inc.'si&terly
Report on Form 10-Q for the period ended Septer3®e2010 (File No. 001-07784) filed with the Setias and
Exchange Commission on November 5, 2010) and as@edeby the Eighth Amendment thereto, effective
January 1, 2011 (incorporated by reference to Hixh@b1(b) of CenturyLink, Inc.'s Annual Report Borm 10-K
for the year ended December 31, 2010 (File No.@0284) filed with the Securities and Exchange Cossion
on March 1, 2011;

CenturyLink Retirement Plan, as amended and resthteugh December 31, 2006 (incorporated by raferéo
Exhibit 10.1(c) of CenturyLink, Inc.'s Annual Repon Form 10-K for the year ended December 31, 2606
No. 001-07784) filed with the Securities and Exchange Cdssion on March 1, 2007), as amended by
Amendment No. 1 thereto dated as of April 2, 206gdporated by reference to Exhibit 10.1(c) of
CenturyLink, Inc.'s Quarterly Report on Form 106D the period ended March 31, 2008 (File No. 00182}
filed with the Securities and Exchange CommissioMay 7, 2008), as amended by Amendment No. 2 tihere
dated as of December 31, 2007 (incorporated byerée to Exhibit 10.1(c) of CenturyLink, Inc.'s Aral Report
on Form 10-K for the year ended December 31, 2602 No. 001-07784) filed with the Securities andtEange
Commission on February 29, 2008), as amended byndment No. 3 thereto dated as of October 24, 2008
(incorporated by reference to Exhibit 10.1(c) Ceyltink, Inc.'s Annual Report on Form 10-K for theay ended
December 31, 2008 (File No. 001-07784) filed with Securities and Exchange Commission on Februgry 2
2009), as amended by Amendment No. 4 dated asef3, 2009 (incorporated by reference to Exhibil(c) of
CenturyLink, Inc.'s Quarterly Report on Form 104 the period ended June 30, 2009 (File No. 0018@yfiled
with the Securities and Exchange Commission on Augu2009), as amended by Amendment No. 5 thelagt
as of September 15, 2009 (incorporated by referenBshibit 10.1(c) of CenturyLink, Inc.'s Annuaéport on
Form 10-K for the year ended December 31, 200@ (Rd. 001-07784) filed with the Securities and Earale
Commission on March 1, 2010), as amended by Amentive. 6 thereto, dated as of December 30, 2009
(incorporated by reference to Exhibit 10.1(c) oh@eyLink, Inc.'s Annual Report on Form 10-K foetkear
ended December 31, 2009 (File No. 001-07784) filéH the Securities and Exchange Commission on Méarc
2010), as amended by Amendment No. 7 thereto,teféeat various dates during 2010 (incorporateddigrence
to Exhibit 10.1(c) of CenturyLink, Inc.'s Quartefeport on Form 10-Q for the period ended Septerd®e2010
(File No. 001-07784) filed with the Securities dxthange Commission on November 5, 2010) and asdede
by Amendment No. 8 thereto, effective January 1,12(ncorporated by reference to Exhibit 10.1(c) of
CenturyLink, Inc.'s Annual Report on Form 10-K fbe year ended December 31, 2010 (File No. 0014778
filed with the Securities and Exchange CommissioMarch 1, 2011)

Stock-based Incentive Plans and Agreements of Century

Amended and Restated 1983 Restricted Stock Plaamesded and restated through February 23, 2010
(incorporated by reference to Exhibit 10.2(a) ohteyLink, Inc.'s Annual Report on Form 10-K foetkiear
ended December 31, 2009 (File No. 001-07784) fiet the Securities and Exchange Commission on Marc
2010).
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Amended and Restated 2000 Incentive Compiend@lan, as amended through May 23, 2000 (ingatpd by
reference to Exhibit 10.2 of CenturyLink, Inc.'sa@terly Report on Form 1Q-for the period ended June 30, 2
(File No. 001-07784) filed with the Securities dxthange Commission on August 11, 2000) and amemntdme
thereto dated as of May 29, 2003 (incorporatedefgrence to Exhibit 10.2 of CenturyLink, Inc.'s @edy
Report on Form 10-Q for the period ended June 03 ZFile No. 001-7784) filed with the Securitiesla
Exchange Commission on August 14, 20t

(i) Form of Stock Option Agreement, pursuant to theO2@@entive Compensation Plan and dated as of
May 21, 2001, entered into between CenturyLink, & its officers (incorporated by reference to
Exhibit 10.2(e) of CenturyLink, Inc.'s Annual Repon Form 10-K for the year ended December 31, 2001
(File No. 00:-07784) filed with the Securities and Exchange Cossion on March 15, 200z

(i) Form of Stock Option Agreement, pursuant to theO2@@entive Compensation Plan and dated as of
February 25, 2002, entered into between Centuryllink and its officers (incorporated by referetwe
Exhibit 10.2(d) (ii) of CenturyLink, Inc.'s Annu&eport on Form 10-K for the year ended December 31,
2002 (File No. 00-07784) filed with the Securities and Exchange Cossion on March 27, 200z

Amended and Restated 2002 Directors Stock Optian,Rlated as of February 25, 2004 (incorporated by
reference to Exhibit 10.2(e) of CenturyLink, Indsnual Report on Form 10-K for the year ended Dewer 31,
2003 (File No. 001-07784) filed with the Securitiesl Exchange Commission on March 12, 2004) and
amendment thereto dated as of October 24, 2008rfincated by reference to Exhibit 10.2(d) of Ceyitink,
Inc.'s Annual Report on Form 10-K for the yearesh®ecember 31, 2008 (File No. 001-07784) filechwlite
Securities and Exchange Commission on Februarg@m).

(i) Form of Stock Option Agreement, pursuant to thedoing plan, entered into between CenturyLink, inc.
connection with options granted to the outsideaies as of May 10, 2002 (incorporated by referdnce
Exhibit 10.2 of CenturyLink, Inc.'s Quarterly Repon Form 10-Q for the period ended September G02 2
(File No. 00:-07784) filed with the Securities and Exchange Cossion on November 14, 200:

(i) Form of Stock Option Agreement, pursuant to thedoing plan, entered into between CenturyLink, inc.
connection with options granted to the outsideatimes as of May 9, 2003 (incorporated by reference
Exhibit 10.2(e) (ii) of CenturyLink, Inc.'s AnnuRleport on Form 10-K for the year ended December 31,
2003 (File No. 00-07784) filed with the Securities and Exchange Cossion on March 12, 2004

(i) Form of Stock Option Agreement, pursuant to thedoing plan, entered into between CenturyLink, inc.
connection with options granted to the outsideatimes as of May 7, 2004 (incorporated by reference
Exhibit 10.2(d) (iii) of CenturyLink, Inc.'s Annu&eport on Form 10-K for the year ended December 31
2005 (File No. 00-07784) filed with the Securities and Exchange Cossion on March 16, 200€

Amended and Restated 2002 Management Incentive €usafion Plan, dated as of February 25, 2004
(incorporated by reference to Exhibit 10.2(f) oin@eyLink, Inc.'s Annual Report on Form 10-K foetliear
ended December 31, 2003 (File No. 001-07784) fileH the Securities and Exchange Commission on Mag;
2004) and amendment thereto dated as of Octob@0BP8, (incorporated by reference to Exhibit 10.2¢e)
CenturyLink, Inc.'s Annual Report on Form 10-K fbe year ended December 31, 2008 (File No. 0014778
filed with the Securities and Exchange Commissioirebruary 27, 2009

(i) Form of Stock Option Agreement, pursuant to thedoing plan, entered into between CenturyLink, Inc.
and certain of its officers and key employees abva dates during 2002 following May 9, 2002
(incorporated by reference to Exhibit 10.4 of Ceyitink, Inc.'s Quarterly Report on Form 10-Q foeth
period ended September 30, 2002 (File No. 001-0y7fl@d with the Securities and Exchange Commission
on November 14, 2002

(i) Form of Stock Option Agreement, pursuant to foraggilan and dated as of February 24, 2003, entete
between CenturyLink, Inc. and its officers (incagted by reference to Exhibit 10.2(f) (ii) of
CenturyLink, Inc.'s Annual Report on Form 10-K fhe year ended December 31, 2002 (File No. 001-
07784) filed with the Securities and Exchange Cossioh on March 27, 200z
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(i) Form of Stock Option Agreement, puasti to foregoing plan and dated as of Februanp@64, entered
into between CenturyLink, Inc. and its officerscfinporated by reference to Exhibit 10.2(f) (iii) of
CenturyLink, Inc.'s Annual Report on Form 10-K fbe year ended December 31, 2003 (File No. 001-
07784) filed with the Securities and Exchange Cossioh on March 12, 2004

(iv) Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 24, 2003,
entered into between CenturyLink, Inc. and its exige officers (incorporated by reference to
Exhibit 10.1 of CenturyLink, Inc.'s Quarterly Repon Form 10-Q for the period ended March 31, 2003
(File No. 00:-07784) filed with the Securities and Exchange Cossioh on May 14, 2003

(v) Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 25, 2004,
entered into between CenturyLink, Inc. and its exige officers (incorporated by reference to
Exhibit 10.2(f) (v) of CenturyLink, Inc.'s QuartgrReport on Form 1@ for the period ended March &
2004 (File No. 00-50260) filed with the Securities and Exchange Cossion on May 7, 2004

(vi) Form of Stock Option Agreement, pursuant to foraggilan and dated as of February 17, 2005, entered
into between CenturyLink, Inc. and its executivioef's (incorporated by reference to Exhibit 1@} (
(v) of CenturyLink, Inc.'s Annual Report on Form-KJor the year ended December 31, 2004 (File
No. 00(-50260) filed with the Securities and Exchange Cossion on March 16, 200&

(vii) Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 17, 2005,
entered into between CenturyLink, Inc. and its exige officers (incorporated by reference to
Exhibit 10.2(e) (vi) of CenturyLink, Inc.'s AnnuBkeport on Form 10-K for the period ended
December 31, 2004 (File No. 000-50260) filed with Becurities and Exchange Commission on
March 16, 2005)

Amended and Restated 2005 Directors Stock Plammasnded and restated through February 23, 2010
(incorporated by reference to Exhibit 10.2(f) oin@eyLink, Inc.'s Annual Report on Form 10-K foetliear
ended December 31, 2009 (File No. 001-07784) fileH the Securities and Exchange Commission on Méarc
2010).

(i) Form of Restricted Stock Agreement, pursuant tddahegoing plan, entered into between
CenturyLink, Inc. and each of its outside direcasf May 13, 2005 (incorporated by reference to
Exhibit 10.4 of CenturyLink, Inc.'s Current Report Form 8-K (File No. 000-50260) filed with the
Securities and Exchange Commission on May 13, 2(

(i) Form of Restricted Stock Agreement, pursuant tddhegoing plan, entered into between
CenturyLink, Inc. and each of its outside directmssof May 12, 2006 (incorporated by reference to
Exhibit 10.1 of CenturyLink, Inc.'s Quarterly Repon Form 10-Q for the period ended June 30, 2006
(File No. 00:-07784) filed with the Securities and Exchange Caossioh on August 3, 200€

(iii) Form of Restricted Stock Agreement, pursuant tddhegoing plan, entered into between
CenturyLink, Inc. and each of its outside directmssof May 11, 2007 (incorporated by reference to
Exhibit 10.2 (f) (iii) of CenturyLink, Inc.'s Annli&eport on Form 10-K for the period ended
December 31, 2008 (File No. 001-07784) filed with Becurities and Exchange Commission on
February 27, 2009

(iv) Form of Restricted Stock Agreement, pursuant tddahegoing plan, entered into between
CenturyLink, Inc. and each of its outside direcsf May 9, 2008 (incorporated by reference to
Exhibit 10.2 (f) (iv) of CenturyLink, Inc.'s Annu&eport on Form 10-K for the period ended
December 31, 2008 (File No. 001-07784) filed with Securities and Exchange Commission on
February 27, 2009

) Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of May 8, 2009,
entered into between CenturyLink, Inc. and eacitsajutside directors on such date who remained on
the Board following July 1, 2009 (incorporated kyerence to Exhibit 10.2(b) of CenturyLink, Inc.'s
Quarterly Report on Form 10-Q for the period endiatke 30, 2009 (File No. 001-07784) filed with the
Securities and Exchange Commission on August 792

(vi) Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of May 8, 2009,
entered into between CenturyLink, Inc. and eadisajutside directors who retired on July 1, 2009
(incorporated by reference to Exhibit 10.2(c) oh@eyLink, Inc.'s Quarterly Report on Form 10-Q for
the period ended June 30, 2009 (File No. 00184) filed with the Securities and Exchange Cossior
on August 7, 2009
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(vii)

(viii)

(ix)

Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of July 2, 2009, ed
into between CenturyLink, Inc. and each of its médirectors named to the Board on July 1, 2009
(incorporated by reference to Exhibit 10.1(d) oh@eyLink, Inc.'s Quarterly Report on Form 10-Q for
the period ended June 30, 2009 (File No. 00184) filed with the Securities and Exchange Cossior
on August 7, 2009

Restricted Stock Agreement, pursuant to the foregplan and dated as of July 2, 2009, entered into
between CenturyLink, Inc. and William A. Owens syment of Mr. Owens' 2009 supplemental
chairman's fees (incorporated by reference to Hixhib2(e) of CenturyLink, Inc.'s Quarterly Report
Form 10-Q for the period ended June 30, 2009 (#ile001-07784) filed with the Securities and
Exchange Commission on August 7, 20(

Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of May 21, 2010,
entered into between CenturyLink, Inc. and seveitsajutside directors on such date (incorporated b
reference to Exhibit 10.1 of CenturyLink, Inc.'sa@terly Report on Form 10-Q for the period ended
June 30, 2010 (File No. 001-07784) filed with tree&ities and Exchange Commission on August 6,
2010).

Amended and Restated 2005 Management Incentive @wsafion Plan, as amended and restated through
February 23, 2010 (incorporated by reference takiixh0.2(g) of CenturyLink, Inc.'s Annual Repor orm 10-
K for the year ended December 31, 2009 (File Na-@0784) filed with the Securities and Exchange Cossion
on March 1, 2010;

@

(i)

(i)

(iv)

v

(vi)

(vii)

(viii)

Form of Stock Option Agreement, pursuant to thedoing plan, entered into between CenturyLink,
and certain officers and key employees at vari@iesisince May 12, 2005 (incorporated by referém
Exhibit 10.2 of CenturyLink, Inc.'s Quarterly Repon Form 10-Q for the period ended September 30,
2005 (File No. 00-07784) filed with the Securities and Exchange Cossion on November 9, 200!

Form of Restricted Stock Agreement, pursuant tddahegoing plan, entered into between
CenturyLink, Inc. and certain officers and key eoyeles at various dates since May 12, 2005
(incorporated by reference to Exhibit 10.3 of Ceyitink, Inc.'s Quarterly Report on Form 10-Q foeth
period ended September 30, 2005 (File No. 001-0)7fl@d with the Securities and Exchange
Commission on November 9, 200

Form of Stock Option Agreement, pursuant to thedoing plan and dated as of February 21, 2006,
entered into between CenturyLink, Inc. and its exige officers (incorporated by reference to
Exhibit 10.2(g) (iii) of CenturyLink, Inc.'s Annu&eport on Form 10-K for the year ended
December 31, 2005 (File No. 001-07784) filed with Securities and Exchange Commission on
March 16, 2006)

Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 21, 2006,
entered into between CenturyLink, Inc. and its exige officers (incorporated by reference to

Exhibit 10.2(g) (iv) of CenturyLink, Inc.'s AnnuBeport on Form 16 for the year ended December
2005 (File No. 00-07784) filed with the Securities and Exchange Cossion on March 16, 200€

Form of Stock Option Agreement, pursuant to thedoing plan and dated as of February 26, 2007,
entered into between CenturyLink, Inc. and its exige officers (incorporated by reference to

Exhibit 10.1 of CenturyLink, Inc.'s Quarterly Repon Form 10-Q for the period ended March 31, 2007
(File No. 00:-07784) filed with the Securities and Exchange Cossion on May 9, 2007

Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 26, 2007,
entered into between CenturyLink, Inc. and its exige officers (incorporated by reference to

Exhibit 10.2 of CenturyLink, Inc.'s Quarterly Repon Form 10-Q for the period ended March 31, 2007
(File No. 00:-07784) filed with the Securities and Exchange Cossioh on May 9, 2007

Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 21, 2008,
entered into between CenturyLink, Inc. and its exige officers (incorporated by reference to

Exhibit 10.2 of CenturyLink, Inc.'s Quarterly Repon Form 10-Q for the period ended March 31, 2008
(File No. 00:-07784) filed with the Securities and Exchange Cossion on May 7, 2008

Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 26, 2009
(incorporated by reference to Exhibit 10.2(g) oh@eyLink, Inc.'s Quarterly Report on Form 10-Q for
the period ended March 31, 2009 (File No. 001-0F7i&H with the Securities and Exchange
Commission on May 1, 200¢
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10.2

(ix) Form of Restricted Stock Agreement, pursuant tdahegoing plan and dated as of March 8, 2010 (pm@tec
by reference to Exhibit 10.2 of CenturyLink, IndJsarterly Report on Form 10-Q for the period ended
March 31, 2010 (File No. 0-07784) filed with the Securities and Exchange Cossioh on May 7, 2010

g. Amended and Restated CenturyLink Legacy Embarq Hofuty Incentive Plan, as amended and restatedgir
February 23, 2010 (incorporated by reference taltiixh0.2(h) of CenturyLink, Inc.'s Annual Report 8orm 10-K
for the year ended December 31, 2009 (File No.@0284) filed with the Securities and Exchange Cossion on
March 1, 2010)

(i) Form of Restricted Stock Agreement, pursuant tdahegoing plan and dated as of May 21, 2010, edterto
between CenturyLink, Inc. and four of its outsideectors as of such date (incorporated by referémce
Exhibit 10.2 of CenturyLink, Inc.'s Quarterly Repon Form 10-Q for the period ended June 30, 2616 (
No. 003-07784) filed with the Securities and Exchange Cossion on August 6, 201(C

(i)  Form of Restricted Stock Agreement, pursuant tdahegoing plan and dated as of May 21, 2010, edterto
between CenturyLink, Inc. and William A. Owens eyment of Mr. Owens' 2010 supplemental chairmaes f
(incorporated by reference to Exhibit 10.3 of Ceyitink, Inc.'s Quarterly Report on Form 10-Q foetperiod
ended June 30, 2010 (File No. 001-07784) filed withSecurities and Exchange Commission on August 6
2010).

(i) Form of Restricted Stock Agreement, dated as ofedeiper 7, 2010, entered into between CenturyLim&, &nd
Dennis G. Huber (incorporated by reference to Bxii®.16 of CenturyLink, Inc.'s Quarterly Report on
Form 10-Q for the period ended September 30, 2B1l€® Ko. 00107784) filed with the Securities and Excha
Commission on November 5, 201

h. Form of Retention Award Agreement, pursuant toetpeity incentive plans of CenturyLink or Embarq aaded as of
August 23, 2010, entered into between CenturyLlimk, and certain officers and key employees asiofi slate
(incorporated by reference to Exhibit 10.2 of Ceyitink, Inc.'s Quarterly Report on Form 10-Q foetperiod ended
September 30, 2010 (File No. (-07784) filed with the Securities and Exchange Cossinh on November 5, 201(

i. CenturyLink 2011 Equity Incentive Plan (incorporhatey reference to Appendix B of CenturyLink, In®oxy
Statement for its 2011 Annual Meeting of SharehaldEile No. 001-07784) filed with the Securitieslé€Exchange
Commission on April 6, 2011

(i)  Form of Restricted Stock Agreement for executivicefs (incorporated by reference to Exhibit 10)Z{pof
CenturyLink, Inc.'s Quarterly Report on Form 104D the period ended June 30, 2011 (File No. 0018y 7
filed with the Securities and Exchange Commissioagust 9, 2011;

(i) Form of Restricted Stock Agreement for non-managemieectors (incorporated by reference to Exhifit2(a)
(ii) of CenturyLink, Inc.'s Quarterly Report on RorLl0-Q for the period ended June 30, 2011 (File@0d-
07784) filed with the Securities and Exchange Cossion on August 9, 2011

Key Employee Incentive Compensation Plan, datesf danuary 1, 1984, as amended and restated asveitber 16,
1995 (incorporated by reference to Exhibit 10.bffiCenturyLink, Inc.'s Annual Report on Form 10-4¢ the year ended
December 31, 1995 (File No. 001-07784) filed with Securities and Exchange Commission on March9%;) and
amendment thereto dated as of November 21, 1966rfiorated by reference to Exhibit 10.1(f) of Ceyitink, Inc.'s
Annual Report on Form 10-K for the year ended Ddmam31, 1996 (File No. 001-07784) filed with theSéties and
Exchange Commission on March 17, 1997), amendrhen¢to dated as of February 25, 1997 (incorpoiiaye@ference 1
Exhibit 10.2 of CenturyLink, Inc.'s Quarterly Repon Form 10-Q for the period ended March 31, 1@3& No. 001-
07784) filed with the Securities and Exchange Cossion on May 8, 1997), amendment thereto dated Aprd 25, 2001
(incorporated by reference to Exhibit 10.2 of Ceyitink, Inc.'s Quarterly Report on Form 10-Q foetperiod ended
March 31, 2001 (File No. 001-07784) filed with tBecurities and Exchange Commission on May 15, 2G0d¢ndment
thereto dated as of April 17, 2000 (incorporateddfgrence to Exhibit 10.3(a) of CenturyLink, IscAnnual Report on
Form 10-K for the year ended December 31, 200% (Rd. 001-07784) filed with the Securities and Eawde
Commission on March 15, 2002) and amendment thelegted as of February 27, 2007 (incorporated tBreete to
Exhibit 10.1 of CenturyLink, Inc.'s Quarterly Repon Form 10-Q for the period ended June 30, 260& No. 001-
07784) filed with the Securities and Exchange Cossion on August 8, 2007
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10.4

10.t

10.€

10.7

10.¢

10.1¢

10.11

10.12

10.1:

10.1¢

Supplemental Dollars & Sense Plan, 2008 Restatgraffective January 1, 2008, (incorporated bgnerfice to

Exhibit 10.3(c) of CenturyLink, Inc.'s Annual Repon Form 10-K for the year ended December 31, Z60& No. 001-
07784) filed with the Securities and Exchange Cossion on February 29, 2009) and amendment theatéa dis of
October 24, 2008 (incorporated by reference to l&ikhiD.3(c) of CenturyLink, Inc.'s Annual Report Borm 10K for the
year ended December 31, 2008 (File No.-07784) filed with the Securities and Exchange Cassion on March 27,
2009) and amendment thereto dated as of Decemb&020 (incorporated by reference to Exhibit 1d.4 o
CenturyLink, Inc.'s Annual Report on Form 10-K fbe year ended December 31, 2010 (File No. 001-4)7ffi8d with
the Securities and Exchange Commission on Mar@011).

Supplemental Defined Benefit Pension Plan, effectis of January 1, 2012 (incorporated by refereméhibit 10.5 of
CenturyLink, Inc.'s Annual Report on Form 10-K fbe year ended December 31, 2011 (File No. 001-4)7ffi@d with
the Securities and Exchange Commission on Feb2&r2012),

Amended and Restated Salary Continuation (Disgp#fitan for Officers, dated as of November 26, 1@8dorporated by
reference to Exhibit 10.16 of CenturyLink, Inc.'srial Report on Form -K for the year ended December 31, 19!

2010 Executive Officer Short-Term Incentive Progr@mecorporated by reference to Appendix B of Ceyitink, Inc.'s
2010 Proxy Statement on Form 14A (File No. 001-@jTsed with the Securities and Exchange Commissio April 7,
2010).

Amended and Restated CenturyLink 2001 EmployeekSRocchase Plan, dated as of June 30, 2009 (in@igubby
reference to Exhibit 10.3 of CenturyLink, Inc.'sa@@erly Report on Form 10-Q for the period endetJ80, 2009 (File
No. 003-07784) filed with the Securities and Exchange Cossion on August 7, 200¢

Form of Indemnification Agreement entered into kestw CenturyLink, Inc. and each of its directorsfaduly 1, 2009
(incorporated by reference to Exhibit 99.3 of Ceyitink, Inc.'s Current Report on Form 8-K (File Na01-07784) with
the Securities and Exchange Commission on Julpa9R

Form of Indemnification Agreement entered into begw CenturyLink, Inc. and each of its officers &duy 1, 2009
(incorporated by reference to Exhibit 10.5 of Ceyitink, Inc.'s Quarterly Report on Form 10-Q foetperiod ended
June 30, 2009 (File No. 0-07784) filed with the Securities and Exchange Cossion on August 7, 200¢

Change of Control Agreement, effective January0l,12 by and between Glen F. Post, 11l and CentuniyLinc.
(incorporated by reference to Exhibit 10.11 of Qeyitink, Inc.'s Annual Report on Form 10-K for thear ended
December 31, 2010 (File No. (-07784) filed with the Securities and Exchange Cossioih on March 1, 2011

Form of Change of Control Agreement, effective Zapud, 2011 between CenturyLink, Inc. and eachsobiher executiv
officers (incorporated by reference to Exhibit Z0df CenturyLink, Inc.'s Annual Report on Form 10eK the year ended
December 31, 2010 (File No. (-07784) filed with the Securities and Exchange Cossion on March 1, 2011

Amended and Restated CenturyLink, Inc. Bonus lifaifance Plan for Executive Officers, dated asmil 8, 2008
(incorporated by reference to Exhibit 10.4 of Ceyitink, Inc.'s Quarterly Report on Form 10-Q foetperiod ended
March 31, 2008 (File No. 001-07784) filed with tBecurities and Exchange Commission on May 7, 2808)First
Amendment thereto (incorporated by reference tatiixh0.13 of CenturyLink, Inc.'s Quarterly Report Form 10-Q for
the period ended September 30, 2010 (File No. GUB4) filed with the Securities and Exchange Corsioison
November 5, 2010

Certain Material Agreements and Plans of Embargp@mation.

a. Embarqg Corporation 2006 Equity IncentivenPés amended and restated (incorporated by refeten
Exhibit 99.1 of the Registration Statement on F&8 filed by CenturyLink, Inc. (File No. 001-07784jth the
Securities and Exchange Commission on July 1, 2

b. Form of 2007 Award Agreement for executive officefsEmbarg Corporation (incorporated by referemce t
Exhibit 10.1 of Embarqg Corporation's Current Report-orm 8-K (File No. 001-32372) filed with thecbeties
and Exchange Commission on February 27, 2(

c. Form of 2008 Restricted Stock Unit Award Agreem@mtorporated by reference to Exhibit 10.2 of Engpar
Corporation's Current Report on Form 8-K (File R01-32372) filed with the Securities and Exchange
Commission on March 4, 200¢

d. Form of 2009 Restricted Stock Unit Award Agreem@mtorporated by reference to Exhibit 10.1 of Engpar
Corporation's Current Report on Form 8-K (File R01-32732) filed with the Securities and Exchange
Commission on March 5, 200¢
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10.1¢

Certain

Form of Stock Option Award Agreement (inaogied by reference to Exhibit 10.3 of Embarq Caapon's
Current Report on Form 8-K (File No. 001-323728dilwith the Securities and Exchange Commission on
March 4, 2008)

Amendment to Outstanding RSUs granted in 2007 808 2nder the Embarqg Corporation 2006 Equity Irigent
Plan (incorporated by reference to Exhibit 10.1&wofbarg Corporation's Annual Report on Form 10-Kifie
year ended December 31, 2008 (File No.-32372) filed with the Securities and Exchange Cagsian on
February 13, 2009

Form of 2006 Award Agreement, entered into betweerbarq Corporation and Richard A. Gephardt
(incorporated by reference to Exhibit 10.3 of Engp@orporation's Current Report on Form 8-K (File RO1-
32372) filed with the Securities and Exchange Cossinh on August 1, 2006), as amended by the amartdme
thereto dated as of June 26, 2009 (incorporateefieyence to Exhibit 10.6 (m) of CenturyLink, IsdQuarterly
Report on Form 10-Q for the period ended June G09 ZFile No. 001-07784) filed with the Securitasl
Exchange Commission on August 7, 20(

Amended and Restated Executive Severance Plaogingl Form of Participation Agreement entered into
between Embarq Corporation and William E. Chee&qiporated by reference to Exhibit 10.4 of Embarq
Corporation's Quarterly Report on Form 10-Q forpkeod ended September 30, 2008 (File No. 001-3pfiéd
with the Securities and Exchange Commission onl@ct80, 2008)

Embarqg Supplemental Executive Retirement Planresnded and restated as of January 1, 2009 (inaigzbby
reference to Exhibit 10.27 of Embarq Corporatidmisual Report on Form 1B-for the year ended December
2008 (File No. 00132372) filed with the Securities and Exchange Cossioh on February 13, 2009), amendn
thereto dated as of December 27, 2010 (incorpotatedference to Exhibit 10.14(0) of CenturyLinkel's
Annual Report on Form 10-K for the year ended Ddwm31, 2010 (File No. 00a7784) filed with the Securiti¢
and Exchange Commission on March 1, 2011) and seamorendment thereto as of dated as of November 15,
2011 (incorporated by reference to Exhibit 10.14EenturyLink, Inc.'s Annual Report on Form 10df the
year ended December 31, 2011 (File No.-07784) filed with the Securities and Exchange Cagsian on
February 28, 2012

Material Agreements and Plans of Qwest Conications International Ini

Equity Incentive Plan, as amended and restatedrfiocated by reference to Annex A of Qwest Comnmativos
International Inc.'s Proxy Statement for the 200in#al Meeting of Stockholders (File No. 001-155fiTéd with
the Securities and Exchange Commission on Marc2Q@d7).

Forms of restricted stock, performance share atidropgreements used under Equity Incentive Plaangended
and restated (incorporated by reference to Exihibi2 of Qwest Communications International Incusrént
Report on Form 8-K (File No. 001-15577) filed witte Securities and Exchange Commission on October 2
2005; Exhibit 10.2 of Qwest Communication Interaaél Inc.'s Annual Report on Form 10-K for the yeaded
December 31, 2005 (File No. 001-15577) filed with Securities and Exchange Commission on Febru@ry 1
2006; Exhibit 10.2 of Qwest Communication Interaaél Inc.'s Quarterly Report on Form 10-Q for teeiqd
ended March 31, 2006 (File No. 001-15577) filedwiite Securities and Exchange Commission on Ma9a5;
Exhibit 10.2 of Qwest Communication Internationad.Is Annual Report on Form 10-K for the year ended
December 31, 2006 (File No. 001-15577) filed with Securities and Exchange Commission on Febryary 8
2007; Exhibit 10.3 of Qwest Communication Interoaél Inc.'s Current Report on Form 8-K (File No100
15577) filed with the Securities and Exchange Cossioh on September 15, 2008; Exhibit 10.2 of Qwest
Communication International Inc.'s Quarterly Remort~orm 10-Q for the period ended March 31, 2G0ie (
No. 001-15577) filed with the Securities and Exchange Cassion on April 30, 2009; and Exhibit 10.2 of Qwest
Communication International Inc.'s Annual ReportFamm 10-K for the year ended December 31, 201@ (Fi
No. 001-15577) filed with the Securities and Exchange Cossion on February 15, 201

Deferred Compensation Plan for Nonemployee Dirasctas amended and restated, Amendment to Deferred
Compensation Plan for Nonemployee Directors (ineated by reference to Exhibit 10.2 of Qwest
Communications International Inc.'s Current Reporform 8-K (File No. 001-15577) filed with the Seties
and Exchange Commission on December 16, 2005 ahithiE£0.8 to Qwest Communication International.lsic
Quarterly Report on Form 10-Q for the period enSletember 30, 2008 (File No. 001-15577) filed \lith
Securities and Exchange Commission on October@®)2and Amendment No. 2011-1 to Deferred
Compensation Plan for Nonemployee Directors (inomafed by reference to Exhibit 10.15(c) of

CenturyLink, Inc.'s Annual Report for the year eshdlEcember 31, 2011 (File No. 001-07784) filed vifita
Securities and Exchange Commission on Februarg @®).
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d. Qwest Nonqualified Pension Plan (incorpatdte reference to Exhibit 10.9 of Qwest Communaragi
International Inc.'s Annual Report on Form 10-K tloe year ended December 31, 2009 (File No. TBE?7) filec
with the Securities and Exchange Commission onuzerl6, 2010)

10.1¢ Certain Material Agreements and Plans of Savvis,

a. SAVVIS, Inc. Amended and Restated 2003 Incentiven@ensation Plan (incorporated by reference to
Exhibit 10.4 of SAVVIS, Inc.'s Quarterly Report 8orm 10-Q for the period ended March 31, 2006 (File
No. 00(-29375) filed with the Securities and Exchange Cdssion on May 5, 2006), as amended by Amendment
No. 1 (incorporated by reference to Exhibit 10.68VVIS, Inc.'s Annual Report on Form-K for the year
ended December 31, 2006 (File No. 000-29375) filétl the Securities and Exchange Commission on
February 26, 2007); Amendment No. 2 (incorporatgddference to Exhibit 10.1 of SAVVIS, Inc.'s Curte
Report on Form 8-K (File No. 000-29375) filed witte Securities and Exchange Commission on May 672
Amendment No. 3 (incorporated by reference to BxHi®.3 of SAVVIS, Inc.'s Quarterly Report on Foli®-Q
for the period ended June 30, 2007 (File No. 008789 filed with the Securities and Exchange Cominisen
July 31, 2007); Amendment No. 4 (incorporated bBgnence to Exhibit 10.2 of SAVVIS, Inc.'s Currergort on
Form 8-K (File No. 000-29375) filed with the Sedi@s and Exchange Commission on May 22, 2009); and
Amendment No. 5 (incorporated by reference to Exhib.2 of SAVVIS, Inc.'s Current Report on FornKg¥File
No. 00(-29375) filed with the Securities and Exchange Cossion on May 22, 2009

b. Form agreements under Amended and Restated 2088tivee Compensation Plan applicable to awards ineld
James E. Ousley: Form of Non-Qualified Stock Op#@mneement (incorporated by reference to Exhibifl idf
SAWVIS, Inc.'s Quarterly Report on Form 10-Q foe theriod ended September 30, 2003 (File No. 0004293
filed with the Securities and Exchange Commissioi©atober 30, 2003); and Form of Stock Unit Agreetme
(incorporated by reference to Exhibit 10.1 of SA®YInc.'s Current Report on Form 8-K (File No. (¥B75)
filed with the Securities and Exchange Commissioiagust 23, 2005

c. Form of Indemnification Agreement between SAVVISc.land James E. Ousley (incorporated by reference
Exhibit 10.4 of SAVVIS, Inc.'s Quarterly Report Borm 10-Q for the period ended September 30, 2B16 (
No. 00(-29375) filed with the Securities and Exchange Cossioh on November 5, 201(

10.17 Amended and Restated Employment Agreement, Cortfadigyy Severance and Non-Competition Agreemeated as of
September 2, 2011, by and among James E. Ousl&VISAInc. and CenturyLink, Inc. (incorporated Bference to
Exhibit 10.1 of CenturyLink, Inc.'s Quarterly Repon Form 10-Q for the period ended September @0] ZFile No. 001-
07784) filed with the Securities and Exchange Cossion on November 7, 201:

10.1¢ Form of Restricted Stock Agreement, dated as obkat7, 2011, by and between CenturyLink, Inc. qamdes E. Ousley
(incorporated by reference to Exhibit 10.18 of @eyitink, Inc.'s Annual Report on Form 10-K for thear ended
December 31, 2011 (File No. (-07784) filed with the Securities and Exchange Cossion on February 28, 201

10.1¢ Employment, Confidentiality, Severance and Non-Ceiitipn Agreement, dated as of January 8, 201&rzyamong
James E. Ousley, Sawvis, Inc. and CenturyLink,

12* Ratio of Earnings to Fixed Chargt
21* Subsidiaries of CenturyLink, In
23* Independent Registered Public Accounting Firm Cot:

31.1* Certification of the Chief Executive Officer of GemyLink, Inc. pursuant to Section 302 of the SadsaOxley Act of
2002.

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

32* Certification of the Chief Executive Officer and i€hFinancial Officer of CenturyLink, Inc. pursuatot Section 906 of th
Sarbane-Oxley Act of 2002
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101* Financial statements from the Annual Report om90-K of CenturyLink, Inc. for the period endeéd@mber 31, 2012,
formatted in XBRL: (i) the Consolidated Statemesft©perations, (ii) the Consolidated StatementSahprehensive
Income, (iii) the Consolidated Balance Sheets,tfie)Consolidated Statements of Cash Flows, (vCtresolidated
Statements of Stockholders' Equity and (vi) theeldb the Consolidated Financial Stateme

* Exhibit filed herewith

Note:  Our Corporate Governance Guidelines and ChartessioBoard of Director Committees are located onveebsite at
www.centurylink.com
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SIGNATURES

Pursuant to the requirements of the Seeariixchange Act of 1934, the registrant has dalysed this report to be signed on its behalf by
the undersigned thereunto duly authorized.

CenturyLink, Inc.

Date: March 1, 2013 By: /s/ David D. Cole

David D. Cole

Senior Vice President, Controller and Operations
Support
(Chief Accounting Officer

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

/s/ Glen F. Post, Il Chief Executive Officer,

President and Director March 1, 2013

Glen F. Post, Il

/s/ William A. Owens
Chairman of the Board March 1, 2013

William A. Owens

/s/ R. Stewart Ewing, Jr. Executive Vice President, Chief Financial

Officer and Assistant Secretary

March 1, 2013
R. Stewart Ewing, Ji

/s/ David D. Cole Senior Vice President, Controller and

Operations Support March 1, 2013

David D. Cole
/sl Virginia Boulet

Director March 1, 2013
Virginia Boulet
/sl Peter C. Brown

Director March 1, 2013
Peter C. Browr
/sl Richard A. Gephardt

Director March 1, 2013
Richard A. Gepharc
/s/ W. Bruce Hanks

Director March 1, 2013
W. Bruce Hank
/sl Gregory J. McCray

Director March 1, 2013

Gregory J. McCra
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/sl C. G. Melville, Jr.

C. G. Melville, Jr.

/s/ Fred R. Nichols

Fred R. Nichols

/sl Harvey P. Perry

Harvey P. Perr

/sl Michael J. Roberts

Michael J. Robert

/sl Laurie A. Siegel

Laurie A. Siege

/sl Joseph R. Zimmel

Joseph R. Zimme

Director

Director

Director

Director

Director

Director
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March 1, 2013

March 1, 2013

March 1, 2013

March 1, 2013







Exhibit 10.19

EMPLOYMENT, CONFIDENTIALITY,
SEVERANCE AND NON-COMPETITION AGREEMENT

THIS EMPLOYMENT, CONFIDENTIALITY, SEVERANCE AND NON -COMPETITION AGREEMENT (this
“Agreement”) is entered into as of January 8, 2Bf2&nd among James E. Ousley (the “Executive”)vBainc., a Delaware corporation,
(“Sawvis”) and all its subsidiaries (collectivelgferred to as the “Company”) and CenturyLink, lacLouisiana corporation (“Parent”), and is
effective as of the Effective Date. Capitalizedrts used but not defined herein have the respectaanings ascribed to such terms in
Section 7 of this Agreement.

WHEREAS, Parent acquired the Company on July 151 Zthe “Closing”)via a merger described in the Agreement and
of Merger, dated as of April 26, 2011, among Sauvis., Parent and Mimi Acquisition Company, as ades from time to time (the “Merger
Agreement”);

WHEREAS, the Executive is currently serving as €hiecutive Officer of the Company and Presidentef Enterprise
Markets Group (“EMG”) for the Parent;

WHEREAS, Executive, Company and Parent previoustgred into the Amended and Restated Employmemtfid@mtiality,
Severance and Non-Competition Agreement (the “Pxgreement”);

WHEREAS, although the Prior Agreement will expirelderminate by its own terms on December 31, 20a&ss earlier
terminated as provided therein, the Parent an@tmepany desire to continue the employment of thecktive without interruption or
termination, and the Executive is willing to continhis employment with Parent and its Affiliatesnfrand after the date hereof, on the terms
and conditions herein provided;

WHEREAS, the Executive acknowledges that:

. Parent and its Affiliates are and will be engaged number of highly competitive lines of business;
. Parent and its Affiliates conduct business throughioe United States and in numerous foreign caes)tr
. Parent and its Affiliates possess Confidential infation and customer goodwill that provide Paremt s Affiliates

with a significant competitive advantage; and

. Parent’s and its Affiliates’ success depends tolsstantial extent upon the protection of its Coarfiial Information
(which includes trade secrets and customer listd)caistomer goodwill by all of their employees;

. The Executive has and will continue to have possess Confidential Information; and

WHEREAS, if the Executive were to leave Parent igdffiliates, Parent and its Affiliates would &il fairness need certain
protections to prevent competitors from gainingiafaeir competitive advantage over them.




NOW, THEREFORE, in consideration of the covenant$ agreements hereinafter set forth, the partieseags follows:

1. Term of Agreement. The term of employment (the “Term”) hereundealsbommence on January 1, 2013 (the “Effective
Date”) and end on December 31, 2013, subject feeesgrmination of the Executive’'s employment asyided under Section 4 hereof. The
following provisions shall survive termination otpération of this Agreement for any reason, to ¢lxéent applicable and in accordance with
their terms: Sections 4, 5, 6, 7 and 8. Execusieshployment is “at-will,” and nothing contained-éia shall be deemed a guarantee of
employment with Company or Parent for any periotiroé.

2. Capacity and Performance.

€) During the Term, the Executive shall serve Sawvithe position of Chief Executive Officer, Savviddaserve Parel
as President of Enterprise Markets Group or in sbbr position to which Executive may be appoirftech time to time. During the Term,
the Executive will be employed by Company or Paoena full-time basis and shall perform the duéied responsibilities of his position and
such other duties and responsibilities on behatfiefCompany and its Affiliates, reasonably relatethat position, as may be designated from
time to time by Parent. For the avoidance of dpbptentering into this Agreement, Executive agtéas the consummation of the transaction
described in the Merger Agreement shall not, bsffiteonstitute an event of Good Reason pursuacdtgse (i) of the definition of Good
Reason in the Employment, Confidentiality, Seveeased Non-Competition Agreement by and betweerCtirapany and Executive, effective
as of August 31, 2010 and, as a result, the Exexutaives any right that he may have to termina&employment with Good Reason due to
any such event solely on account of the consummatidthe transaction described in the Merger Agre@m

(b) During the Term, the Executive shall devote hisukiness time and his best efforts, businessmaafg, skill and
knowledge to the advancement of the business @arksts of Parent, Company and their respectivitighéfs and to the discharge of his duties
and responsibilities hereunder. Except for corfgooa non-profit board positions that Executiverently holds, the Executive shall not engage
in any other business activity or serve in any stdy trade, professional, governmental or acad@osition during the term of this Agreeme
except as may otherwise be expressly approvedviarag by the Chief Executive Officer of Parent isrdesignee in writing, and such
approval shall not be unreasonably withheld.

3. Compensation and Benefits As compensation for all services performed leyElecutive during the Term, and subject to
performance of the Executive’s duties and thelfaiBnt of the obligations of the Executive to CompaParent and their respective Affiliates,
pursuant to this Agreement or otherwise:

(a) Base Salary During the Term, Parent shall pay the Execugivmse salary, which as of the Effective Datetigse
the rate of five hundred fifty thousand dollars§$®00) per annum, payable in accordance withebalar payroll practices of Parent for its
executives subject to adjustment from time to tbpd arent, in its sole discretion. Such base wader from time to time adjusted, is hereafter
referred to as the “Base Salary”.

(b) Bonus Compensation Commencing on January 1, 2013 and through tbeoéthe Term, the Executive shall be
entitled to an annual bonus, with a target bonydpnity of 110% of Base Salary, on terms to beweined annually by Parent prior to the
commencement of each fiscal year. The incentiyeneat to the Executive, if any, shall be made atshme time as incentive payments are
made to similarly situated employees of Parentjibuab event later than March ¥5  of the year folhg
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the year in which the services were performed. Amgual bonus compensation paid to the Executiveupmt to this paragraph shall be in
addition to the Base Salary. Except as otherwipesssly provided under the terms of this Agreemérécutive shall not be entitled to earn
bonus or other compensation for services render&aient.

(c) Equity Awards. Any equity awards granted to the Executive bgeRior the Company shall vest and be paid in
accordance with the terms of the applicable ecuitgird agreement and, as to equity awards graniadtprJanuary 1, 2013, in accordance
with the Prior Agreement.

Subject to and conditioned upon (i) Executive’stoared employment with the Company through the rabrgnant date for
2013 Long Term Incentive (“LTI") grants, and (ihe approval of the Compensation Committee of ther8of Directors, Executive will be
eligible for a grant of shares of restricted staokler Parent’s 2011 Equity Incentive Plan (the ‘iBgBlan”) in connection with Parent’'s 2013
LTI grants to executives. The Compensation Conemittill determine the terms of any such 2013 LEngto Executive, including the
aggregate grant date value of it. Those termsheilteflected in an award agreement with Execwtivetthe Equity Plan. The Parent will
recommend to the Compensation Committee that ith&®013 LTI grant to the Executive.

(d) Living Expenses The Executive shall continue to receive reimborents, consistent with the letter agreement
between the Company and the Executive dated MdlcBQ10, for reasonable and necessary expensadidonished apartment, travel
expenses to and from his home to his primary wiyk and local transportation in his primary woiikyc Pursuant to such letter agreement, to
the extent the benefits provided under this Se&iol) are taxable to the Executive, the Executiileraceive an additional amount (the “gross-
up payment”) that, after reduction for all taxesharespect to such gross-up payment, equals theéadd taxes due with respect to such
benefits. Any gross-up payment required to be paiter this Section 3(d) will be paid to the Ex@éainot later than five business days after
the Executive remits the related taxes.

(e) Amounts due Under the Prior AgreemerfPursuant and subject to the Prior Agreementclikee is entitled to
certain payments, such as those provided in Parhagi@(c)(i), 3(c)(ii) and 3(d), which are due ospecified date even without termination of
his employment. This Agreement does not extingugsiharge, amend or modify Executive’s rights witpect to such payments under the
Prior Agreement. The Executive, however, is naitled to any payments under the Prior Agreemenihéoextent such payments are
conditioned upon a termination of employment.

4, Termination of Employment .

(a) The Executive’s employment with Parent or its Adfiés, as applicable, may be terminated as follows:

0] by Parent or its Affiliates with Caus
(ii) by Parent or its Affiliates without Caus

(iii) upon the Executiv's death or Disability
(iv) by the Executive with Good Reason;
(v) by the Executive without Good Reas
(b) Upon termination of the Executive’s employmentdol reason (including those specified in Paragegp)) before

the end of the Term, all rights and obligationsenttiis Agreement shall cease, except as refeorgdSection 1 and except that the Executive
shall be entitled to (i) payment of his Base Satarpugh the effective date of the termination mifpdoyment, plus (i) payment of any other
amounts owed but not yet paid to the Executivef éiseoeffective date of termination of
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employment (such as reimbursement for Living Expsrand business expenses incurred prior to terimiat employment and for accrued
but unused vacation, in accordance with this Agexgrand Parent’s expense, reimbursement and Paiel Oif policies), plus (iii) payment of
his Converted RSUs with payment within 30 daysraéiemination of employment, plus (iv) any othenbfts to which the Executive may be
entitled which provide for payment or other bersefillowing termination of employment.

(c) Severance Benefits

0] If the Executive is subject to termination of emytent pursuant to an Involuntary Termination, tiren
addition to any amounts and/or benefits owed uSéetion 4(b), the Company shall pay the Execut{@@:an amount equal to 100% of his
then-current annual Base Salary for 18 months“@leeerance Paymentdt the time and in the manner described in Sedtfd) (y) any equit
awards granted to the Executive by Parent or thmpaay shall vest and be paid in accordance withettres of the applicable equity award
agreement and, as to equity awards granted prigariaary 1, 2013, in accordance with the Prior Agrent; and (z) a pro-rated portion of the
annual bonus that the Executive would have beatiezhto receive for the fiscal year in which tleerination occurs, paid at the time and in
the manner described in Section 4(d). The pradratewual bonus will be calculated by extrapolathganticipated full year performance of
Parent and/or the affiliated business unit, asiegiple, based on the current year performanceettéettmination date and then multiplying the
resulting full year extrapolation by a fraction tmemerator of which is the number of days durirgy¢hlendar year the Executive worked in the
year of Involuntary Termination up to the terminatdate and the denominator of which is 365. blitash, if the Executive is subject to .
Involuntary Termination following the end of a fidg/ear but before payment of his annual bonusspect of such fiscal year, then the
Executive will also be entitled to payment of sacimual bonus as he would otherwise have beeneghtdlreceive had he remained employed
on the regular payment date of such annual boAuny.such annual bonus in respect of the fiscal peaceding the termination date shall be
paid at the time bonuses are paid to other semptayees of Parent in respect of such fiscal yarnot later than the end of the year during
which the Involuntary Termination occurred.

(i) If any portion of the payments or benefits to artfee benefit of the Executive (including, but tiotited to,
payments and benefits under this Agreement butméied without regard to this Section 4(c)(ii)) featively, the “Total Payments”) in
connection with a Change in Control occurring alecember 31, 2011 constitute Excess Parachutedtagnthen Parent shall have no
obligation to pay any gross-up payment and instead otal Payments shall be reduced to the greamestint that can be paid that would not
result in the imposition of the Excise Tax (the tReed Amount”), but such reduction shall be madg ifithe Net After Tax Receipt from the
Reduced Amount would be greater than the Net Afer-Receipt from the Total Payments if the TotatrRents are not reduced. “Net After-
Tax Receipt” shall mean the present value (as ohéted in accordance with Sections 280G (b)(2)(Arid 280G(d)(4) of the Code) of a
payment (or payments) net of all taxes imposecherEixecutive with respect thereto under Sectioasdl4999 of the Code and under
applicable state and local laws. If the Net AftexxIReceipt from the Reduced Amount is not gredtzn the Net After-Tax Receipt from the
Total Payments if the Total Payments are not redluce reduction shall be made to the Total Payméfisny reduction of the Total Payme
is required pursuant to the preceding provisionhisf Section 4(c)(ii), such reduction shall be maudthe following order: (A) the payment
provided for by Section 4(e); (B) the Severancen®ayt; (C) the annual bonus provided under Sectibly 8D) payments and benefits (other
than the accelerated vesting of equity-based @aratbmpensation awards) that are not subject todBet09A of the Code and are not
described in the preceding clauses (A) through (E) payments and benefits (other than the acdelbraesting of equitprased awards or ott
consideration awards) that are subject to Sectl®Abf the Code and are not described in the piegadauses (A) through (D), in reverse
order of payment; and (F) the




accelerated vesting of equity-based awards or atbrapensation awards, with cancellation of accederaesting applying first to the latest
dates of scheduled vesting to which the accelerapplies.

(d) Timing of and Conditions to PaymenfThe Severance Payment due under clause (x)atib8et(c)(i) shall be paid
bi-weekly, in accordance with Parent’s standard@aprocedures, for the eighteen (18) month pefaibwing the effective date of
Involuntary Termination. Subject to Section 4{ggtallments of such Severance Payment, as walhpsimount due under clause (z) of
Section 4(c)(i), will commence on the first payrdilte following the 6@ day after the effectiveadatf the Involuntary Termination with the
first installment including all installment paymerihat otherwise would have been made during sQeaia§ period. Each installment is a
separate payment. The Severance Payment is, alidbshreated as, a series of separate paym8nitsject to Section 4(g), all other severance
benefits, other than stock options, shall be paia $ingle lump sum payment on the'60 day followtire effective date of the Involuntary
Termination.

Executive’s right to Severance Benefits hereunsleontingent upon and subject to each of the fatiguaving occurred:

() within such 60 day period, the Executive has exatand delivered to Parent a general releasef@ima
prescribed by Parent and acceptable to the Exejuiivall known and unknown claims that he may thawe against Parent, Company or theil
respective Affiliates and has agreed not to prageany legal action or other proceeding based @apgrof such claims (the “General Relegse”
and any rescission or revocation period applicebkich General Release has expired;

(i) the Executive has, no later than the effective datermination, delivered to Parent a resignafrom all
offices, directorships and fiduciary positions wihrent and its affiliates;

(iii) the effective date of the Executive’s Involuntasrifination; and

(iv) the Executive is and continues to be in compliamitle all of his obligations under this Agreement,
including, without limitation, Sections 5 and 6 daimder the agreements and other documents refier@dncorporated by reference herein.

For purposes of Section 409A of the Code, an iinséadt Severance Payment shall be deemed to be asaafethe scheduled bi-weekly payroll
date following the Executive’s effective date afténation if made by the 15th day of the third calar month following such payroll date.

(e) Health Care Benefit Following an Involuntary Termination, Parentlspay to the Executive a monthly taxable
cash payment in an amount equal (on an after tsis,iaking into account federal, state, local fimdign taxes) to the monthly COBRA
(Consolidated Omnibus Budget Reconciliation Acgrpium(s) in effect as of immediately prior to thesEutive’s Involuntary Termination for
the most expensive level of coverage under themhaalth plan(s) applicable to the Executive atithe of the Executive’s Involuntary
Termination. The monthly payments will commencéwtie first month following the Executive’s Invaltary Termination and will terminate
upon the earlier of (i) the Executive having reeéieighteen monthly payments and (ii) the Execuieeoming re-employed and entitled to
coverage under the new employer’s group health. pldre Executive agrees to notify Parent in writimgnediately upon becoming re-
employed and entitled to coverage under a new grapkgroup health plan.

() Withholding Taxes All payments made under this Agreement shafiligect to reduction to reflect taxes or other
charges required to be withheld by law.




(9) Section 409A Savings ClauseThis Agreement is intended to comply with thguieements of section 409A of the
Code (including the exceptions thereto) to the mb@pplicable, and the Agreement shall be integgré@t a manner consistent with such
requirements. Notwithstanding any other providieneof, if any provision of the Agreement confliatgh the requirements of Section 409/
the Code (or an exception hereto), such providhati e deemed reformed so as to comply with thairements of Section 409A of the Code
(or an exception thereto) and shall be interpratediapplied accordingly.

Severance Benefits shall be due to Executive utieAgreement only if and to the extent Executvigrmination of
employment constitutes a “separation from servigighin the meaning of 26 C.F.R. § 1.409A-1(h). Auts payable other than those
expressly payable on a deferred or installmentsbaslil be paid as promptly as practical and, ig ament, within 2 % months after the end of
the year in which such amount was earned. Exezxiginot permitted to designate the taxable yeangfpayment hereunder. If any Sever:
Payment subject to Section 409A could be madetireedne of two tax years, payment will be madthelater year.

Any amount that the Executive is entitled to bentmirsed will be reimbursed as promptly as practitakccordance with
Parent’s applicable policies and practices, arghinevent not later than the last day of the calegdar after the calendar year in which the
expenses are incurred, and the amount of the egpetigiible for reimbursement during any calendzarywill not affect the amount of
expenses eligible for reimbursement in any othknctar year. Living Expenses under Section 3(e)at Severance Benefits or deferred
compensation and shall be reimbursed in accordaitbehe letter agreement between the Company laé&xecutive dated March 10, 2010
and/or the parties’ past practice.

If at the time of separation from service (i) thesEutive is a specified employee (within the megrihSection 409A and
using the identification methodology selected byeRafrom time to time), and (ii) Parent makes adjtaith determination that an amount
payable by Parent to the Executive constitutesroefecompensation (within the meaning of SectiodAhe payment of which is required to
be delayed pursuant to the six-month delay ruléos#t in Section 409A in order to avoid taxes enalties under Section 409A, then Parent
will not pay such amount on the otherwise schedpbladnent date but will instead pay it in a lump samthe first business day after such six-
month period together with interest for the perddlielay, compounded annually, equal to the priate (as published in the Wall Street
Journal) in effect as of the dates the paymentsldhatherwise have been provided. All payments ¢bastitute nonqualified deferred
compensation under Section 409A that are to be mpde a termination of employment under this Agreetmay only be made upon a
“separation from service” under Section 409A of Gwe.

5. Confidential Information .

(a) The Executive acknowledges that Parent and itdidtHis (including the Company) continually deve@pnfidential
Information, that the Executive may develop Coniiil Information for Parent or its Affiliates aidat the Executive will have possession of
and access to Confidential Information during tberse of employment. The Executive will complywihe policies and procedures of Paren
and its Affiliates for protecting Confidential Infoation, and shall not disclose to any Person ey other than as required by applicable law ol
for the proper performance of his duties and residities to Parent and its Affiliates, any Cordittial Information obtained by the Executive
incident to his employment or other associatiorhvidarent or any of its Affiliates. The Executivederstands that this restriction shall conti
to apply after his employment terminates, regaedt#she reason for such termination. The contidéty obligation under this Section 5 shall
not apply to information which is generally knownreadily available to the public at the time oaosure or
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becomes generally known through no wrongful acthenpart of the Executive or any other Person tgpaimobligation of confidentiality to
Parent or any of its Affiliates.

(b) All documents, records, tapes and other media efyekind and description relating to the busingsssent or
otherwise, of Parent or its Affiliates and any @spiin whole or in part, thereof (the “Documentsihether or not prepared by the Executive,
shall be the sole and exclusive property of Paaadtits Affiliates. The Executive shall safegualiddocuments and shall surrender to Pare
the time that his employment terminates, or at ®astier time or times as the Board or its designag specify, all Documents then in the
Executive’s possession or control.

(c) In the event that Executive is requested or becdegzdly compelled (by oral questions, interrogeerrequests for
information or documents; deposition, subpoenal itivestigative demand or similar process) to ltise any of the Confidential Information,
the Executive shall, where permitted under appleédw, rule or regulation, provide written notimeParent promptly after such request so the
Parent may, at its expense, seek a protective ord&her appropriate remedy (the Executive agi@esasonably cooperate with Parent in
connection with seeking such order or other remedtythe event that such protective order or otearedy is not obtained, the Executive shal
furnish only that portion of the Confidential Infoation that the Executive is advised by Parentimeel is required, and shall exercise
reasonable efforts to obtain assurance that camtfaldreatment will be accorded such Confidentidérmation. In addition, the Executive v
disclose Confidential Information in the coursenspections, examinations or inquiries by federadtate regulatory agencies and self
regulatory organizations that have requested arired the inspection of records that contain thefi@ential Information provided that the
Executive exercises reasonable efforts to obtdiabie assurances that confidential treatmentlvélaccorded to such Confidential
Information. To the extent such information isuiqd to be disclosed and is not accorded confidktméatment as described in the
immediately preceding sentence, it shall not ctuisti‘Confidential Information” under this Agreemien

6. Certain Covenants.

(a) The Executive agrees that, during his employmetit Rarent, he will not undertake any outside astivivhether or
not competitive with the business of Savvis thatid@easonably give rise to a conflict of interesbtherwise materially interfere with his
duties and obligations to Savvis.

(b) During the term of Executive’employment and for twelve (12) months followiegtination of his employment fi
any reason (the “Restricted Period”), the Execusivall not, directly or indirectly, whether as owngartner, investor, consultant, agent,
employee, co-venturer or otherwise:

0] compete with Savvis or Parent's EMG within the gapdic area in which Savvis or Parent's EMG does
business or undertake any planning for any busioespetitive with Savvis or Parent's EMG. Speadifig, but without limiting the foregoing,
the Executive agrees not to engage in any manramnjiractivity that is directly or indirectly comjtate with the business of Savvis or Parent’s
EMG as conducted or under consideration at any damang the Executive’'s employment, and furthereagrnot to work or provide services, in
any capacity, whether as an employee, independettactor or otherwise, whether with or without gmnsation, to any Person who is
engaged in any business that is competitive wighbilsiness of Savvis or Parent’'s EMG for whichEkecutive has provided services. The
foregoing, however, shall not prevent the Execusiypassive ownership of two percent (2%) or lesthefequity securities of any publicly
traded company; or

(i) solicit or encourage any customer of Sawvis or REE&EMG to
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terminate or diminish its relationship with Sav\is;

(iii) seek to persuade any such customer of Savvis enPaEMG to conduct with anyone else any busioess
activity which such customer conducts with Savvi®arent's EMG; provided that these restrictioralisdpply only if the Executive has
performed work for or on behalf of such Personmyhis employment with Company or Parent or has liteoduced to, or otherwise had
contact with, such Person as a result of his enmpéoyt or other associations with Company or Parehte had access to Confidential
Information which would assist in the Executiveddicitation of such Person.

(iv) solicit for hiring any employee or independent caotor of Savvis or Parent's EMG, or seek to paefsua
any employee or independent contractor of SavvRBarent's EMG to discontinue or diminish such emp@or independent contractor’'s
relationship with Sawvis.

(c) Cooperation and NeBisparagement The Executive agrees that, during the RestriPiribd, he shall cooperate
with Parent in every reasonable respect and shalhis best efforts to assist Parent with the iiansof the Executive’s duties to his
successor. The Executive further agrees thatmgduhie Restricted Period, he shall not in any wayyoany means disparage Parent, the
members of Parent’s Board or Parent’s officersamgloyees.

(d) Assignment of Inventions The Executive shall promptly and fully discladEWork Product to Parent, the
Executive hereby assigns to Parent all of the Bex's rights, title, and interest (including buitdimited to all patent, trademark, copyright
and trade secret rights) in and to all work proquepared by the Executive, made or conceived olevbr in part by the Executive within the
scope of the Executive’s employment by Parent dniwisix (6) months thereafter, or that relate cliseto or involve the use of Confidential
Information (“Work Product”). The Executive furthecknowledges and agrees that all copyrightablekWooduct prepared by the Executive
within the scope of the Executive’s employment vRtirent are “works made for hire” and, consequetiigt Parent owns all copyrights
thereto. The Executive agrees to execute any lhagg@ications for domestic and foreign patentgyrights or other proprietary rights and to
do such other acts (including without limitatiore tbxecution and delivery of instruments of furthgsurance or confirmation) requested by
Parent to assign the Work Product to Parent apétimit Parent to enforce any patents, copyrightsttogr proprietary rights to the Work
Product. The Executive will not charge Parent fimetspent in complying with these obligations. Witlistanding the foregoing, any provision
in this Agreement which provides that the Execusikall assign, offer to assign, any of his rightam invention to Parent shall not apply to an
invention that the Executive developed entirelyha@own time without using Parestequipment, supplies, facilities, or trade seiffermatior
except for those inventions that either:

0] relate at the time of conception or reduction tacgice of the invention to Parent’s or the Company’
business or actual demonstrably anticipated reBeardevelopment of Parent, the Company or anpeif respective Affiliates; or

(i) result from any work performed by the Executive PFarrent, the Company or any of their respective
Affiliates.

(e) Acknowledgement Regarding RestrictionParent and the Company have expended a grdaifdeae, money and
effort to develop and maintain its confidential imess information which, if misused or disclosealjld be very harmful to its business and
could cause Parent to be at a competitive disadgarih the marketplace. Parent and the Companjdwama be willing to proceed with the
execution of this Agreement but for the Executiwstming and agreeing to abide by the terms ofAkiseement. The Executive recognizes
and acknowledges that he has and will have acoess t

Confidential Information of Parent, and that Parémall fairness, needs certain protection in otdeensure that the Executive does not
misappropriate or misuse any trade secret or @bafidential Information or take any other actiohieh could result in a loss of the goodwill
of Parent and, more generally, to prevent the Biezdrom having or providing others with an unfaempetitive advantage over Parent. To
that end, Parent acknowledges that the foregoistgicgons, both separately and in total, are reabte and enforceable in view of Parent’s
legitimate interests in protecting the goodwillnfidential information and customer loyalty of iesiness. To the extent that any provision of
this Agreement is adjudicated to be invalid or fomeable because it is somehow overbroad or oikerunreasonable, that provision shall
be void but rather shall be limited only to theemttrequired by applicable law and enforced a@nsiteld to the greatest extent allowed by law,
and the validity or enforceability of the remainipigvisions of this Agreement shall be unaffected such adjudication shall not affect the
validity or enforceability of such remaining prowiss.

() Right to Injunctive Relief The Executive further agrees that in the evéang breach hereof the harm to Parent
and its Affiliates will be irreparable and withcadequate remedy at law and, therefore, that injmctlief with respect thereto will be
appropriate. Inthe event of a breach or threatdmeach of any of the Executive’s obligations urttie terms of Sections 5 or 6 hereof, Paren
shall be entitled, in addition to any other legaéquitable remedies it may have in connectionetvéh (including any right to damages that it
may suffer), to temporary, preliminary and permadrnjunctive relief restraining such breach or #tened breach (without the obligation to
post bond), together with reasonable attorney’s fieeurred in preliminarily enforcing its rightsreeinder. The Executive specifically agrees
that if there is a question as to the enforceghilitany of the provisions of Sections 5 or 6 h&réte Executive will not engage in any conduct
inconsistent with or contrary to the applicablet®ecuntil after the question has been resolved fipal judgement of a court of competent
jurisdiction.

7. Definitions .



(a) “Affiliate .” As used in this Agreement, “Affiliate” shall meawith respect to any Person, all Persons dirextly
indirectly controlling, controlled by or under coromcontrol with such Person, where control may yeither management authority, contract
or equity interest. As used in this definitionpfdrol” and correlative terms have the meaningsilasd to such words in Rule 12b-2 of the
Securities Exchange Act of 1934, as amended (tkeH&nge Act”). For example, Sawvis is an “Affikatof Parent.

(b) “Cause” As used in this Agreement, “Cause” shall meay af the following (i) the Executive’s willful and
continued failure to perform substantially the datof his responsibilities (other than due to ptaisor mental incapacity) , (ii) the Executige’
unauthorized use or disclosure of trade secretshwdauses substantial harm to Parent or any éffil&ates; (iii) the Executive’s engaging in
illegal conduct that is likely to be injurious taf@nt or any of its Affiliates; (iv) the Executigeacts of fraud, dishonesty, or gross misconduc
or gross negligence in connection with the busioé$zarent or any of its Affiliates; (v) the Exest's conviction of a felony; (vi) the
Executive’s engaging in any act of moral turpitudasonably likely to substantially and adversefgcfParent or its business or the business
of any of Parent’s Affiliates; (vii) the Executiamgaging in the illegal use of a controlled substaor using prescription medications
unlawfully; (viii) the Executive’s abuse of alcohaolr (ix) the breach by the Executive of a mateigam of this Agreement, including, without
limitation, his obligations under Sections 5 or 6.

(c) “Change in Contral’ As used in this Agreement, “Change in Contmoiéans the occurrence of any of the follow
subsequent to the Effective Date hereof:




(A) any Person (as defined herein) becomes the bealadiwner directly or indirectly (within the meaning
Rule 13d-3 under the Exchange Act) of more than B0®Rarent’ s then outstanding voting securitieedsured on the basis of voting power);
or

(B) Individuals who, as of the date hereof, constitbteParent Board (the “Incumbent Board”) ceasefyr
reason to constitute at least a majority of theeRaBoard; provided, however, that any individuatdming a director subsequent to the date
hereof whose election, or nomination for electigrParent’ s shareholders, was approved by a voae lebst a majority of the directors then
comprising the Incumbent Board shall be considessthough such individual were a member of theritment Board, but excluding, for this
purpose, any such individual whose initial assuorptf office occurs as a result of an actual oedkened election contest with respect to the
election or removal of directors or other actuathseatened solicitation of proxies or consent®bgn behalf of a Person other than the Paren
Board; or

© the closing of an agreement of merger or consatidatith any other corporation or business entither
than (x) a merger or consolidation which would tesuthe voting securities of Parent outstandimgriediately prior thereto continuing to
represent (either by remaining outstanding or bigdeonverted into voting securities of the sumiyientity), in combination with the
ownership of any trustee or other fiduciary holdsagurities under an employee benefit plan of Raatheast 50% of the combined voting
power of the voting securities of Parent or sualviging entity outstanding immediately after sucknger or consolidation, or (y) a merger or
consolidation effected to implement a recapitaicrabf Parent (or similar transaction) in which Person acquires more than 50% of the
combined voting power of Parent’s then outstandiecurities;

(D) the liquidation or dissolution of Parent or thesihg of a sale or disposition by Parent of all @sstantially
all of its assets.

For purposes of this paragraptRérson” means any individual, entity or group within theaning of Section 3(a)(9) of the Exchange Act, as
modified and used in Sections 13(d) and 14(d) tferewever, a Person shall not include (aa) Pareahy of its subsidiaries, (bb) a trustee o
other fiduciary holding securities under an emptpenefit plan of Parent, (cc) an underwriter teraply holding securities pursuant to an
offering of such securities, (dd) a corporation edndirectly or indirectly, by the shareholderdPafent in substantially the same proportion
their ownership of Parent common stock, or (ee)angon or entity or group acquiring securitie®afent pursuant to an issuance of securitie
approved by the Board.

(d) “Code.” As used in this Agreement, “Code” shall meaa thternal Revenue Code of 1986, as amended.

(e) “Confidential Information” As used in this Agreement, “Confidential Infaation” shall mean any and all
information of Parent, the Company and any of thespective Affiliates that is not generally knotmwothers with whom they compete or do
business, or with whom any of them plans to compet#o business and any and all information, plpkaown in part or not, which, if
disclosed by Parent, the Company or their respedfiiliates would assist in competition againstitih  Confidential Information includes
without limitation such information relating to (ade secrets, the development, research, testiaigyfacturing, marketing and financial
activities of Parent, the Company and their respectffiliates, (ii) the Products, (iii) the costsources of supply, financial performance and
strategic plans of Parent, the Company and thepedtive Affiliates, (iv) the identity and specmdeds of the customers of Parent, the Corr
and their respective Affiliates and (v) client $igtnd the people and organizations with whom PattemCompany and their respective
Affiliates have business relationships and the iz of those relationships. Confidential infotioraalso
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includes any information that Parent, the Compargny of their respective Affiliates have receivedmay receive hereatfter, belonging to
customers or others with any understanding, expresaplied, that the information would not be diszd.

) “Disability .” As used in this Agreement, “Disability” shallean the Executive becoming disabled during his
employment hereunder through any illness, injucgjgent or condition of either a physical or psylogical nature and, as a result, is unable t
perform substantially all of his duties and resploilises hereunder, notwithstanding the provis@frany reasonable accommodation, for one
hundred and eighty (180) days during any periothiefe hundred and sixty-five (365) consecutive rudde days.

(9) “Good Reasot? As used in this Agreement, “Good Reason” shadhn the occurrence of any of the following
events following the Effective Date: (i) a changdhe Executive’s position that materially redubesauthority and level of responsibility, as
compared to his authority and level responsibaiyof the Effective Date, as an executive of Pase@ompany, (ii) a material reduction in his
level of compensation (including base salary angetabonus) , as compared to his level of compé@rsas of the Effective Date, or
(iii) relocation of his employment more than fifty0) miles from the metropolitan area in which Ehecutives office is located at the Effecti
Date; provided, however, that in the case of tleegding clauses (i), (ii) and (iii), Good Reasoallsbnly exist if effected without the
Executive’s consent. Notwithstanding the foregpi@god Reason shall only exist if (A) the Executivevides written notice to Parent within
ninety (90) days of the occurrence of the everomdition constituting Good Reason, (B) Parentr@vijged a period of thirty (30) days to cure
the event or condition giving rise to Good Readbr (Cure Period”) and fails to do so prior to #red of the Cure Period, and (C) the
Executive terminates employment within thirty (8@ys after the end of the Cure Period.

(h) “Intellectual Property” As used in this Agreement, “Intellectual Pragéshall mean inventions, discoveries,
developments, methods, processes, compositionksywawncepts and ideas (whether or not patentatdepyrightable or constituting trade
secrets) conceived, made, created, developed oceddo practice by the Executive (whether aloneitir others, whether or not during
normal business hours or on or off Parent premidesihg the Executive’s employment and during teeqga of six (6) months immediately
following termination of his employment that reldéeeither the Products or any prospective actieftiParent, the Company or any of their
respective Affiliates or that make use of Confidarinformation or any of the equipment or facésiof Parent, the Company or any of their
respective Affiliates.

0] “Involuntary Termination” As used in this Agreement, “Involuntary Terntiioa” shall mean termination of
employment under Section 4(a)(ii) or Section 4@)(i

“Parents EMG.” As used in this Agreement, “Parent’'s EMG” shakan the Enterprise Markets Group of the
Parent, including all business activities and fiorg performed by that Group as of the date thise&ment is entered into. “Parent's EMG”
shall include any successor business group(s) reinPa

(K) “Person” As used in this Agreement, “Person” shall maarindividual, a corporation, a limited liabilitpmpany,
an association, a partnership, an estate, a tndsa@ay other entity or organization.

() “Products” As used in this Agreement, “Products” shall me#l products planned, researched, develope@&dest
manufactured, sold, licensed, leased or otherwidlited or put into use by Parent, the Compargny of their respective Affiliates, toget!
with all services
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provided or planned by Parent, the Company or dtlyair respective Affiliates, during the Executiv@mployment.

8. Miscellaneous Provisions

€)) Conflicts. If any provision of this Agreement conflicts tviany other agreement, policy, plan, practice beot
Company or Parent document, then the provisionkisfAgreement will control. When it becomes efifee, this Agreement will supersede
any prior agreement between the Executive and Parghe Company with respect to the subject mattentained herein, including without
limitation the Prior Agreement, and may be ameradg by a writing signed by an officer of Parenth@r than the Executive).

(b) Notice. Notices and all other communications contemplétethis Agreement shall be in writing and shall b
deemed to have been duly given when personallyeteld or when mailed by U.S. registered or cedifigil, return receipt requested and
postage prepaid or deposited with an overnightieguwith shipping charges prepared. In the cddbeoExecutive, mailed notices shall be
addressed to him or her at the home address whkichadst recently communicated to Parent in writingthe case of Parent or the Company,
mailed notices shall be addressed to Parent’s catgpbeadquarters, and all notices shall be diddot¢éhe attention of Parent’'s Senior Vice
President and General Counsel.

(c) Waiver. No provision of this Agreement shall be modifiedived or discharged unless the modification vemor
discharge is agreed to in writing and signed byBkecutive and by an authorized officer of Parettiér than the Executive). No waiver by
either party of any breach of, or of compliancehwény condition or provision of this Agreementthg other party shall be considered a we
of any other condition or provision or of the sapo@dition or provision at another time.

(d) Severability. The invalidity or unenforceability of any proiga or provisions of this Agreement shall not affée
validity or enforceability of any other provisiorteof, which shall remain in full force and effect.

(e) No Retention Rights Nothing in this Agreement shall confer upon Ex@cutive any right to continue in service for
any period of specific duration or to interferelwitr otherwise restrict in any way the rights ofdpa or any subsidiary of Parent or of the
Executive, which rights are hereby expressly resihy each, to terminate his service at any tintkfanany reason, with or without Cause
with or without notice.

() Governing Law This Agreement shall be construed and enfomeeat¢ordance with and governed by the internal
laws of the State of Missouri without regard tanpiples of conflict of laws.

(9) Attorney s Fees In the event of any action by either party téoece or interpret the terms of this Agreement, the
prevailing party with respect to any particulariciashall (in addition to other relief to which it be may be awarded) be entitled to recover his
or its attorney’s fees in a reasonable amount necLin connection with such claim.

(h) Successors This Agreement and all rights of the partiesheder shall inure to the benefit of, and be emrfalnte
by, such parties’ personal or legal representatieescutors, administrators, successors, heirassidns, as applicable.
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0] Entire Agreement This Agreement, together with the other agregmand any documents, instruments and
certificates referred to herein, constitutes thiremgreement among the parties hereto with reédpabe subject matter hereof and supersede
any and all prior discussions, negotiations, prafmaindertakings, understandings and agreemeh&ther written or oral, with respect to the
subject matter contained herein.

IN WITNESS WHEREOF, each of the parties has exettitis Agreement, in the case of Parent and thepgaom by their
respective duly authorized officers, as of the dag year first above written.

PARENT EXECUTIVE
By: /s/Stacey W. Gof By: /s/James E. Ousle
Stacey W. Gof James E. Ousle

Executive Vice Presidel

COMPANY

By: /s/Stacey W. Gof
Stacey W. Gof
Executive Vice Presidel
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Exhibit 12

CENTURYLINK, INC.

CALCULATION OF RATIO OF EARNINGS TO FIXED CHARGES
(UNAUDITED)

Years Ended December 31
2012 2011 2010 2009 2008
(Dollars in millions)

Income before income tax

expense $ 1,25( 94¢ 1,531 81: 561
Less: Income from equity

investee (15) (13 (a6 (19 (13
Add: estimated fixed charg: 1,504 1,22 61t 41¢ 22¢
Add: estimated amortization

of capitalized interes 15 12 2 2 1
Add: distributed income of

equity investet 12 14 1€ 20 16
Less: interest capitalize 43 (25 (13 3 2
Total earnings available for

fixed charge: $ 2,72 2,15¢ 2,13t 1,231 792

Estimate of interest factor ol

rentals 142 12¢ 57 48 27
Interest expense, including

amortization of premiums,

discounts and debt issuar

costs 1,31¢ 1,07z 54t 367 20C
Interest capitalize 43 25 13 3 2
Total fixed charge $ 1,504 1,22 61¢ 41¢ 22¢

Ratio of earnings to fixed
charges 1.81 1.77 3.47 2.94 3.4¢
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Exhibit 21

CENTURYLINK, INC.
SUBSIDIARIES OF THE REGISTRANT
AS OF DECEMBER 31, 2012

State of

incorporation
Subsidiary or formation
Actel, LLC Delaware
Bloomingdale Telephone Company, Inc. (2C Michigan
Century Cellunet International, In Louisiana
Cellunet of India Limitec Mauritius
Century Interactive Fax, Inc Louisiana
Century Telephone of West Virginia, In West Virginia
CenturyLinl—Clarke M. Williams Foundatio Colorada
CenturyTel Acquisition LLC Louisiana
CenturyTel of Adamsuville, Inc Tennesse
CenturyTel of Arkansas, Inc Arkansas
CenturyTel Broadband Services, LI Louisiana
CenturyTel TeleVideo, Inc Wisconsin
CenturyTel/Teleview of Wisconsin, In Wisconsin
Qwest Broadband Services, In Delaware
CenturyTel Broadband Wireless, LL Louisiana
CenturyTel of Central Indiana, In Indiana
CenturyTel of Central Louisiana, LL Louisiana
CenturyTel of Chatham, LL! Louisiana
CenturyTel of Chester, Inc lowa
CenturyTel of Claiborne, Inc Tennesse
CenturyTel of East Louisiana, LL Louisiana
CenturyTel of Evangeline, LL! Louisiana
CenturyTel Fiber Company I, LL: Louisiana
CenturyTel Holdings, Inc Louisiana
Century Marketing Solutions, LL Louisiana
CenturyTel Arkansas Holdings, In Arkansas
CenturyTel of Central Arkansas, LL Louisiana
CenturyTel of Northwest Arkansas, LL Louisiana
CenturyTel Holdings Alabama, Inc Alabama
CenturyTel of Alabama, LL( Louisiana
CenturyTel Holdings Missouri, Inc Missouri
CenturyTel of Missouri, LLC Louisiana
CenturyTel Investments of Texas, Ir Delaware
CenturyTel of the Northwest, Inc Washingtor
Brown Equipment Corp Nevada
Carter Company, Inc Hawaii
Honomach PR, Inc Puerto Ricc
Cascade Autovon Compa Washingtor
CenturyTel/Cable Layers, Inc Wisconsin
CenturyTel of Central Wisconsin, LL Delaware
CenturyTel of Colorado, Inc Colorada
CenturyTel of Eagle, Inc Coloradao
CenturyTel of Eastern Oregon, In Oregon
CenturyTel Entertainment, Inc Washingtor
CenturyTel of Fairwat-Brandor-Alto, LLC Delaware

State of

incorporation
Subsidiary or formation
CenturyTel of Forestville, LL( Delaware
CenturyTel of the Gem State, Inc. (97 Idaho
CenturyTel of Inter Island, Inc Washingtor
CenturyTel of Larse-Readfield, LLC Delaware
CenturyTel of the Midwe-Kendall, LLC Delaware



CenturyTel of the Midwe-Wisconsin, LLC Delaware
CenturyTel of Minnesota, Inc Minnesota
CenturyTel of Monroe County, LL! Delaware
CenturyTel of Montana, Inc. (999 Oregon
CenturyTel of Northern Wisconsin, LL Delaware
CenturyTel of Northwest Wisconsin, LL Delaware
CenturyTel of Oregon, Inc Oregon
CenturyTel of Paradise, Inc Washingtor
CenturyTel of Cowiche, Inc Washingtor
CenturyTel of Postville, Inc lowa
CenturyTel of Southern Wisconsin, LL Delaware
CenturyTel of the Southwest, In New Mexico
CenturyTel Telecom Service, Ini Washingtor
CenturyTel Telephone Utilities, Inc Washingtor
CenturyTel of Upper Michigan, Inc Michigan
CenturyTel of Washington, Inc Washingtor
CenturyTel/WORLDVOX, Inc. Oregon
CenturyTel of Wyoming, Inc Wyoming
Eagle Valley Communications Corporati Coloradao
International Communications Holdings, In Delaware
Pacific Telecom, Inc. (Shel Oregon
PTI Communications of Ketchikan, In Alaska
PTI Communications of Minnesota, In Minnesota
PTI Transponders, Inc Oregon
Universal Manufacturing Corg Wisconsin
CenturyTel of Idaho, Inc Delaware
CenturyTel Interactive Compal Louisiana
CenturyTel Internet Holdings, Inc Louisiana
centurytel.com, LLC Louisiana
CenturyTel Investments, LL Louisiana
CenturyTel Long Distance, LL Louisiana
CenturyTel of Michigan, Inc Michigan
CenturyTel Midwes—Michigan, Inc. Michigan
CenturyTel Mobile Communications, In Louisiana
CenturyTel of Mountain Home, Inc Arkansas
CenturyTel of North Louisiana, LL: Louisiana
CenturyTel of North Mississippi, Inc Mississippi
CenturyTel of Northern Michigan, Inc Michigan
CenturyTel of Northwest Louisiana, In Louisiana
CenturyTel of Odon, Inc Indiana
CenturyTel of Ohio, Inc. Ohio
CenturyTel of Ooltewe-Collegedale, Inc. Tennesse
CenturyTel of Port Aransas, In Texas
CenturyTel of Redfield, Inc Arkansas
CenturyTel of Ringgold, LLC Louisiana
CenturyTel SM Telecorp, Inc Texas
State of

incorporation
Subsidiary or formation
CenturyTel Telecommunications, In Texas
CenturyTel of San Marcos, In Texas
CenturyTel San Marcos Investments, L Delaware
CenturyTel Security Systems, In Louisiana
CenturyTel Service Group, LL Louisiana
CenturyTel Solutions, LL( Louisiana
CenturyTel of South Arkansas, In Arkansas
CenturyTel of Southeast Louisiana, LI Louisiana
CenturyTel of Southwest Louisiana, LL Louisiana
CenturyTel Supply Group, Inc Louisiana
CenturyTel/Tel-Max, Inc. Texas
CenturyTel of Lake Dallas, Inc Texas
CenturyTel Web Solutions, LL Louisiana
CenturyTel of Wisconsin, LL( Louisiana
Embarqg Corporatio Delaware
Carolina Telephone and Telegraph Company | North Caroling
NOCUTS, Inc. Pennsylvani:
SC One Compan Kansas



Centel Corporatiol Kansas
Centel Capital Corporatic Delaware
Cente-Texas, Inc. Texas
Central Telephone Company of Te: Texas
EQ Central Texas Equipment LL Texas
Central Telephone Compal Delaware
Central Telephone Company of Virgir Virginia
Embarq Florida, Inc. Florida
The Winter Park Telephone Compe Florida
CenturyLink Sales Solutions, In Delaware
Embarq, Inc. Kansas
Embarg Capital Corporatic Delaware
SC Seven Compar Kansas
Embarg Communications, Inc Delaware
Embarg Communications of Virginia, In Virginia
CenturyLink Intellectual Property LL: Delaware
Embarq Directory Trademark Company, L| Delaware
Embarq Interactive Holdings LL Delaware
Embarq Interactive Markets LL Delaware
Embarg Management Compa Delaware
EQ Management Equipment | Nevada
Embarg Mic-Atlantic Management Services Compz North Caroline
Embarg Minnesota, Inc Minnesota
Embarg Missouri, Inc. Missouri
SC Eight Compan Kansas
Embarg Network Company LL Delaware
Embarg Payphone Services, Ir Florida
EQ Equipment Leasing, Inc Delaware
United Telephone Company of the Carolinas L South Carolin:
SC Two Compan' Kansas
United Telephone Company of Eastern Kar Delaware
United Telephone Company of Flori Florida
Vista-United Telecommunications (49¢ Florida
State of
incorporation
Subsidiary or formation
United Telephone Company of Indiana, Ir Indiana
SC Four Compan Kansas
United Telephone Company of Kan: Kansas
Embarg Midwest Management Services Comg. Kansas
United Teleservices, Inc Kansas
United Telephone Company of New Jersey, | New Jerse!
United Telephone Company of the Northw Oregon
United Telephone Company of Of Ohio
SC Five Compan Kansas
United Telephone Company of Pennsylvania LLC, Pennsylvani:
SC Six Compan Kansas
Valley Network Partnership (40% aggreg: Virginia
United Telephone Company of Southcentral Kai Arkansas
United Telephone Company of Texas, It Texas
EQ United Texas Equipment LL Texas
United Telephone Company of the W Delaware
United Telephone Southeast LI Virginia
SC Three Compan Kansas
Hillsboro Telephone Company, Inc. (20' Wisconsin
Lafayette MSA Limited Partnership (49¢ Delaware
Madison River Communications Cor Delaware
Gallatin River Holdings L.L.C. Delaware
Gallatin River Communications L.L.C Delaware
Madison River Communications, LL Delaware
Gulf Communications, LL( Delaware
Savannah River Communications, L| Delaware
Madison River Finance Cory Delaware
Madison River Holdings LL( Delaware
Madison River LTD Funding LL( Delaware
Coastal Communications, In Delaware

Coastal Utilities, Inc.

Georgia



Coastal Long Distance Services LI Georgia

Gulf Coast Services, Inc Alabama
Gulf Long Distance LLC Alabama
Gulf Telephone Compar Alabama
Madison River Management LL Delaware
Mebtel, Inc. North Caroline
Pacific Telecom Cellular of Alaska RSA #1, In Alaska
Qwest Communications International, Ir Delaware
EUnet International Limite: United Kingdom
EUnet International B.V. Netherlands
Qwest B.V. Netherland:
KPNQwest N.V. (44.34% Netherlands
Qwest Capital Funding, Inc Coloradao
Qwest Europe LLC Delaware
Qwest Services Corporatic Coloradao
CenturyLink Investment Management Compi Colorada
Qwest Communications Company, LI Delaware
Qwest Communications Corporation of Virgit Virginia
Qwest International Services Corporat Delaware
Qwest N Limited Partnership (98.5¢ Delaware
State of
incorporation
Subsidiary or formation
Qwest Transoceanic, Int Delaware
Qwest Communications International Lt United Kingdom
Qwest Holdings, B\ Netherlands
Qwest France SA France
Qwest Germany Gmb Germany
Qwest Netherlands B' Netherland:
Qwest Peru S.R.L Peru
Qwest Telecommunications Asia, Limit Hong Kong
Qwest Australia Pty Limite: Australia
Qwest Communications Japan Corpora Japar
Qwest Communications Korea, Limit: Korea
Qwest Hong Kong Telecommunications, Limit Hong Kong
Qwest Singapore Pte Lt Singapore
Qwest Taiwan Telecommunications, Limit Taiwan
Qwest Corporatiol Colorada
1200 Landmark Center Condominium Association, | Nebraske
Block 142 Parking Garage Associati Colorada
Qwest Database Services, Ir Coloradao
SMS/800, Inc. (33.3% District of Columbia
Qwest India Holdings, LL( Delaware
CenturyLink Technologies India Private Limit India
The El Paso County Telephone Comp Coloradao
MoveARoo, LLC (33.3% Delaware
Qwest Dex Holdings, Inc Delaware
Qwest Government Services, Ir Colorado
Qwest LD Corp. Delaware
Qwest Wireless, L.L.C Delaware
SAVVIS, Inc. Delaware
SAVVIS Argentina S.A. Argentina
SAVVIS Asia Holdings Singapore Pt Singapore
Digital Savvis HK JV British VI
Digital Savvis HK Holding 1 Limitec British VI
Digital Savvis Investment Management HK Limil Hong Kong
Digital Savvis Management Subsidiary Limit Hong Kong
SAVVIS Australia Pty. Ltd. Australia
SAVVIS Canada, Inc Delaware
SAVVIS Communications Canada, In Canade
SAVVIS Communications Chile, S.A Chile
SAVVIS Communications Corporatic Missouri
SAVVIS Federal Systems, Inc Delaware
SAVVIS Communications International, In Delaware
SAVVIS Communications Private Limite India
SAVVIS Korea Limited Korea

SAVVIS Communications K.K. Japar



SAVVIS do Brasil Ltda.

SAVVIS Telecommunicacdes Ltd:

SAVVIS do Brasil Participacoes Ltd:

SAVVIS Comunicacoes Ltde

SAVVIS Europe B.V.

SAVVIS Europe BV Sucursal en Espe

SAVVIS Europe B.V., The Netherlands, filial Swec

Brazil
Brazil
Brazil
Brazil
Netherland:s
Spain
Sweder



Subsidiary

SAVVIS France S.A.S

SAVVIS Germany Gmbt

SAVVIS Hong Kong Ltd.

SAVVIS Hungary Telecommunications KF
SAVVIS ltalia S.r.l.

SAVVIS Malaysia Sd. Ltd.

SAVVIS Mexico, S.A. de C.V.
SAVVIS New Zealand Limite:
SAVVIS Philippines, Inc.

SAVVIS Poland Sp Zo.o

SAVVIS Singapore Company Pte. Lt
SAVVIS Switzerland A.G.

SAVVIS Taiwan Limited

SAVVIS (Thailand) Limited

SAVVIS U.K. Limited

SkyComm Technologies Corporation (50.C
Spectra Communications Group, LI
TelUSA Holdings, LLC (89%
Telephone USA of Wisconsin, LL
Western Re, Inc

State of
incorporation
or formation

France
Germany
Hong Kong
Hungary
Italy
Malaysia
Mexico

New Zealanc
Philippines
Poland
Singapore
Switzerland
Taiwan
Thailand
United Kingdom
Delaware
Delaware
Delaware
Delaware
Vermont
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Exhibit 23
Consent of Independent Registered Public Accountingirm

The Board of Directors
CenturyLink, Inc.:

We consent to the incorporation by refeecincthe Registration Statements (No. 333-1656@73&3-179888) on Form S-3, the
Registration Statements (No. 33-60061, No. 333-260Blo. 333-37148, No. 333-60806, No. 333-150157,383-124854, No. 333-150188,
and No. 333-174571) on Form S-8, and the Registr&tatements (No. 33-48956, No. 333-17015, No-1&¥339, No. 333-174291, and
No. 33:-155521) on Form S-4 of CenturyLink, Inc. of oupoets dated March 1, 2013, with respect to the aladfeted balance sheets of
CenturyLink, Inc. and subsidiaries as of Decemider2B12 and 2011, and the related consolidatedrstatits of operations, comprehensive
income (loss), cash flows, and stockholders' edfoityach of the years in the thrgear period ended December 31, 2012, and the ipieets:
of internal control over financial reporting asldédcember 31, 2012, which reports appear in the Mbee 31, 2012 annual report on Form 10-
K of CenturyLink, Inc.

/sl KPMG LLP

Shreveport, Louisiana
March 1, 2013
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Exhibit 31.1
CERTIFICATION
I, Glen F. Post, Ill, Chief Executive Officer anceBident, certify that:
1. | have reviewed this annual report on Form 10-KCefituryLink, Inc.;
2. Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omdtéde a material fact necessary to

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

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

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

a) designed such disclosure controls and procedareaused such disclosure controls and procedaoiee designed under our
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over financial répgr or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princjples

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

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

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

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

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

Date: March 1, 2013 /s/ Glen F. Post, Il

Glen F. Post, Il

Chief Executive Officer and Preside
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Exhibit 31.2
CERTIFICATION
I, R. Stewart Ewing, Jr., Executive Vice Presidé&tijef Financial Officer and Assistant Secretasgytify that:
1. | have reviewed this annual report on Form 10-KCefituryLink, Inc.;
2. Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omdtéde a material fact necessary to

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

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

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

a) designed such disclosure controls and procedareaused such disclosure controls and procedaoiee designed under our
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over financial répgr or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princjples

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

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

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

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

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

Date: March 1, 2013 /sl R. Stewart Ewing, Jr.

R. Stewart Ewing, Jr.

Executive Vice President, Chief
Financial Officer and Assistant
Secretan
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Exhibit 32
-~ CenturyLink~

Chief Executive Officer and Chief Financial Officer Certification Pursuant to 18 U.S.C. Section 135@&s Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

Each of the undersigned, acting in his capas the Chief Executive Officer or Chief Final®fficer of CenturyLink, Inc.
("CenturyLink"), certifies that, to his knowledgée Annual Report on Form 10-K for the year endeddinber 31, 2012 of CenturyLink fully
complies with the requirements of Section 13(ahefSecurities Exchange Act of 1934 and that therimation contained in the Form 10-K
fairly presents, in all material respects, thefficial condition and results of operations of Ceyitink as of the dates and for the periods
covered by such report.

A signed original of this statement hasrbpmvided to CenturyLink and will be retained bgriuryLink and furnished to the Securities
and Exchange Commission or its staff upon request.

Date: March 1, 201

/sl Glen F. Post, I /sl R. Stewart Ewing, Jr.

Glen F. Post, llI R. Stewart Ewing, Jr.

Chief Executive Officer and Executive Vice President, Chief
President Financial Officer and Assistant

Secretan
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