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IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROX Y MATERIALS FOR THE
ANNUAL MEETING OF SHAREHOLDERS TO BE HELD ON MAY 23 , 2012

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

All references in this proxy statement or relateatenials to “we, “us,” “our” or “CenturyLink” refer to CenturyLink, Inc. In addition,
each reference to (i) our “executives” or “execugiofficers”refers to our eight executive officers listed ia thbles beginning on page 7 of
proxy statement, (i“meeting” refers to the 2012 annual meeting of shiareholders described further herein, (iii) “namefficers” or
“named executive officers” refers to the five exeaiofficers listed in the Summary Compensatiool@ appearing on page [57] of this proxy
statement (iv) “Embarq” refers to Embarq Corporatiovhich we acquired on July 1, 2009, (v) “Qwestfers to Qwest Communications
International Inc., which we acquired on April Q21, (vi)“Savvis” refers to SAVVIS, Inc., which we acquidJuly 15, 2011, and
(vii) “SEC” refers to the U.S. Securities and Exolgg Commission. Unless otherwise provided, allrinédion is presented as of the date of
this proxy statemen
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CenturyLink, Inc.
100 CenturyLink Drive
Monroe, Louisiana 71203

Notice of Annual Meeting of Shareholders

TIME AND DATE 10:00 a.m. local time on May 23, 20

PLACE Corporate Conference Roc
CenturyLink Headquarte!
100 CenturyLink Drive
Monroe, Louisian:

ITEMS OF BUSINESS (1) Approve charter amendments
(a) Declassify our board of directa
(b) Increase our authorized sha

(2) Elect as directors the four nominees named in teerapanying proxy statement on the terms and condi
specified thereil

(3) Ratify the appointment of KPMG LLP as our indepemtdruditor for 201:
(4) Conduct a nao-binding advisory vote regarding our executive congagion
(5) Act upon three separate shareholder proposalsjfgsly presented at the meet

(6) Transact such other business as may properly cefoeeghthe meeting and any adjournmi

RECORD DATE You can vote if you were a shareholder of record\pril 4, 2012.
PROXY VOTING Shareholders are invited to attend the meetingisgn. Even if you expect to attend, it is imparthat you vote by
telephone or the Internet, or by completing andrrenhg a proxy or voting instruction cai
Stacey W. Go
Secretar

April [ —1], 2011



Table of Contents

QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING
PROPOSED AMENDMENTS TO ARTICLES OF INCORPORATIC
ELECTION OF DIRECTORS
CORPORATE GOVERNANCE
Governance Guideline
Independenc
Committees of the Boal
Director Nomination Proce:
Compensation Setting Proce
Risk Oversigh
Top Leadership Positions and Struct
Waivers of Governance Requireme
Access to Informatio
RATIFICATION OF THE SELECTION OF THE INDEPENDENT ADITOR
AUDIT COMMITTEE REPORT
ADVISORY VOTE ON EXECUTIVE COMPENSATIONM
SHAREHOLDER PROPOSAL.
OWNERSHIP OF OUR SECURITIE
Principal Shareholde!
Executive Officers and Directo
COMPENSATION DISCUSSION AND ANALYSIS
2011 Executive Compensation Highligl
Our Compensation Philosopl
Pay for Performanc
Our Compensation Practic
Use of Market Dati
Elements of Compensatic
Salary
Annual Incentive Bonuse
Long-Term Equity Incentive Compensati
Retention Grant
Other Benefits
Our Compensation Decisi-Making Proces
Forfeiture of Prior Compensatic
Stock Ownership Guideline
Use of Employment Agreemer
Tax Gros-ups
Anti-Hedging Policy
Other Compensation Matte
COMPENSATION COMMITTEE REPOR
EXECUTIVE COMPENSATION
Overview
Incentive Compensation and Other Awa
Pension Benefit
Deferred Compensatic
Potential Termination Paymer
DIRECTOR COMPENSATION
PERFORMANCE GRAPH
TRANSACTIONS WITH RELATED PARTIES
Recent Transactior
Review Procedure
SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMMNCE
ADDITIONAL INFORMATION ABOUT THE MEETING
Quorum
Vote Required to Elect Directo
Vote Required to Adopt Other Proposals at the Nbeg
Effect of Abstention:
Effect of Nor-Voting
Voting by Participants in Our Benefit Pla
Cost of Proxy Solicitatiol



Table of Contents

Other Matters Considered at the Meel

Conduct of the Meetin

Postponement or Adjournment of the Meet
OTHER MATTERS

Shareholder Nominations and Propo:

Annual Financial Repol

Appendix A- Proposed Amendments to Articles of Incorpora

Appendix B— Annual Financial Repol

77
77
77
78
78
78

B-1



Table of Contents

CenturyLink, Inc.
100 CenturyLink Drive
Monroe, Louisiana 71203

PROXY STATEMENT
April [ —1], 2012

QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING
Why am | receiving these proxy materials?

Our Board of Directors is soliciting your proxyvote at our 2012 annual meeting of shareholderausecyou owned shares of our stock
at the close of business on April 4, 2012, the rebciate for the meeting, and are entitled to Viotsé shares at the meeting. Our proxy matt
are being made available to you on the Interneinpdégg on or about April 11, 2012. This proxy stagnt summarizes information regarding

matters to be considered at the meeting. You dmeed to attend the meeting to vote your shares.
Will I receive a full paper set of proxy materials?

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

materials in the notice.
What do our materials include?
The full set of our materials include:
» the notice and proxy statement for the meel
e proxy or voting instruction cards, al

e our 2011 annual report furnished in the followingtparts: (1) our 2011 Financial Report, which dbatesAppendix Bo this
proxy statement, and (2) our 2011 Review and 's Message, prepared as a separate bo

Our 2011 annual report is not a part of our pradicting materials.

When and where will the meeting be held?

The meeting will be held at 10:00 a.m. local tinm\W@ednesday, May 23, 2012, in the corporate conéereoom at our corporate
headquarters, 100 CenturyLink Drive, Monroe, Lauisi. If you would like directions to the meetintggse see our website,
http://ir.centurylink.com.
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What matters will be considered at the meeting?
Shareholders will vote on the following mattershag meeting:

Board Voting
Matter Recommendatio Page Referenc

» amendments to our charter

— declassify our board of directors (Item 1( For [4]
— increase our authorized shares (Item 1 For [5]
« election of the four director nominees named he For each nomine [6]
(Item 2)
« ratification of the appointment of KPMG LLP For [22]

our independent auditor for 2012 (Item

* non-binding advisory vote regarding our executive For [24]
compensation (ltem ¢

» the three shareholder proposals described in this Against each [25]
proxy statement if each is properly presentedet th
meeting (Items 5(a), 5(b), 5(c) and 5(

How many votes may | cast?

You may cast one vote for every share of our comstock or Series L preferred stock that you ownedthe record date. Our common
stock and Series L preferred stock vote togethersingle class on all matters. In this proxy steet, we refer to these shares as @orfimor
Shares” and “Preferred Shares,” respectively, anola “Voting Shares,” collectively. As of the redalate, we had [ — ] Common Shares and
9,434 Preferred Shares outstanding.

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

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

2
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If your shares are held on your behalf in a statkérage account or by a bank or other nominee gyeuhe “beneficial owner” of shares
held in “street name.” We have requested that caxypmaterials be made available to you by youkbrpbank or nominee who is considered
the shareholder of record of those shares.

If | am a shareholder of record, how do | vote?
If you are a shareholder of record, you may votedrson at the meeting or by proxy in any of tHe¥ang three ways:
» call 1-80C-652-8683 and follow the instructions provide
* log on to the Internet at www.envisionreports.cdih@nd follow the instructions at that site;
* request a paper copy of our proxy materials arlthviing receipt thereof, mark, sign and date youoxy card and return it to
Computershare

Please note that you may not vote by telephonbkeointernet after 1:00 a.m. Central Time on MayZB.,2. You may revoke or change
your proxy at any time before it is voted at theetivgg by giving a written revocation notice to @ecretary, by delivering timely a pro
bearing a later date or by voting in person amntleeting.

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

As the beneficial owner, you have the right torimst your broker, bank or nominee how to vote yshaires by using any voting
instruction card supplied by them or by followirdpir instructions for voting by telephone, the tneg, or in person.

If | am a benefit plan participant, how do | vote?
Please see “Additional Information About the MegtinVoting by Participants in Our Benefit Planspapring below.

Do | need identification to attend the meeting in prson?

Yes. Please bring proper identification, togethéhwhe notice of Internet availability mailed towy, which will serve as your admission
ticket. If your shares are held in street nameagdebring acceptable proof of ownership, suchlesgex from your broker or an account
statement stating or showing that you beneficiallined Voting Shares on the record date.

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

Please see “Additional Information About the Megtiappearing below.

3
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PROPOSED AMENDMENTS TO ARTICLES OF INCORPORATION
(Items 1(a) and (b) on Proxy or Voting InstructionCard)

At the meeting, we will seek shareholder appro¥amendments to our restated articles of incorpammab declassify our Board of
Directors and increase our authorized common stkrefer to these respectively as the “declasgifio charter amendments” and the
“authorized stock charter amendment,” and colletyias the “charter amendments.”

Declassification of the Board (Item 1(a))

General. Our restated articles of incorporation currentlgypde that our Board of Directors is divided inktomde classes, with each class
being elected every three years. In February 26d2he recommendation of its Nominating and Corgo@overnance Committee, the Board
of Directors unanimously adopted resolutions apmgamendments to the articles to provide for tieual election of directors.

If the declassification charter amendments are@amat by the shareholders at the meeting, the ductassified board will be declassifi
over a two-year period, as follows:

« current Class Il directors will be elected fore-year term, and will stand for-election at our 2013 shareholder meet

» current Class | directors previously elected in@@dll serve out their current three-year terms] atand for election to a one-year
term at our 2013 shareholder meeti

» current Class Il directors previously elected il P@vill serve out their current thr-year terms, and stand for election to a-year
term at our 2014 shareholder meeting,

» any other director appointed after the meetingheyBoard will be appointed for an initial term expg at the next annu.
shareholder meetin

If adopted, this proposal would not change:
» the present number of directo
» the Boar’s authority to change that number and to fill aagancies or new-created directorships,

» provisions in our articles stating that at all tsrdirectors are elected to serve for their resped¢érms and until their success
have been elected and qualifi

Article IV of our restated articles of incorporaticontains the provisions which will be amendetthi§ proposal is adopted at the meet
Appendix Ato this Proxy Statement shows the changes contégaple the proposed amendments. If adopted, thedments to our articles
will become effective upon the filing of amendedlaastated articles of incorporation with the Staseof State of the State of Louisiana,
which we intend to do promptly after shareholdgsrapal is obtained. In connection with declassifythe Board in the manner provided
above, we also propose to remove from Article IV&¥rovision which presumptively fixes the sizeoaf board at 14, which we believe is no
longer necessary or accurate.
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Background of Proposal The proposal is a result of ongoing review of cogp® governance matters by the Nominating and Gatpo
Governance Committee of the Board. The Committesidered the advantages and disadvantages of inaigtéhe classified board structu

The Committee considered the view of some shareh®ldho believe that classified boards have trecetif reducing the accountability
of directors to shareholders because classifieddisdamit the ability of shareholders to evaluatel @lect all directors on an annual basis. The
Committee in its evaluation gave considerable wetiglthe approval at the 2011 annual meeting dfeaieholder proposal urging the Board to
take the necessary steps to elect directors agnuall

The Committee also considered benefits of retaittiegclassified board structure, which has a lastpty in corporate law. Proponents
of a classified structure believe it provides couily and stability in the management of the bussnend affairs of a company because a
majority of directors always has prior experiensalgectors of the company. Proponents also ags#rtlassified boards promote long-range
planning and independence, and may enhance shdeehallue by forcing an entity seeking control ¢diget company to initiate arms-length
discussions with the board of a target company umxthe entity is unable to replace the entireora single election.

Upon the recommendation of the Nominating and CateoGovernance Committee, the Board approvedutigns adopting the
declassification charter amendments and recommgnhat shareholders adopt these amendments taderévi the annual election of
directors.

Vote Required The affirmative vote of the holders of two-thiristhe Voting Shares present or represented anhteting is required to
pass this proposal. If the declassification chateendments are not approved, the Board will remlassified, and directors elected at the
meeting will remain Class Il directors with thrgear terms expiring at our 2015 shareholder meeting

The Board of Directors recommends a vote FOR thisgposal.

Increase in Authorized Shares (Item 1(b))

General. The Board of Directors has adopted, subject &wedivlder approval, an amendment to the articlesdeide for an increase in
the number of shares of common stock authorizet$orance from 800,000,000 to 1,600,000,000. Akefecord date, CenturyLink had
approximately [ — ] shares of common stock issusdl @utstanding, and [ — ] shares of common stoskmesd for issuance.

Reasons for the Proposed Amendmethough our management currently has no definifilans for the issuance of any additional
authorized shares, the authorization of additishakes would permit the issuance of shares fordidtock dividends, stock splits, possible
acquisitions, stock option plans, and other appadgicorporate purposes. Under some circumstaitée®lso possible to use unissued shares
of common stock for anti-takeover
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purposes, but we have no present intention todakesuch actions. The additional shares of Cenfakytommon stock will not be entitled to
preemptive rights nor will existing shareholderséany preemptive right to acquire any of thoseehahen issued.

Vote Required The affirmative vote of the holders of two-thirfsthe VVoting Shares present or represented anhteting is required to
pass this proposal.

The Board of Directors recommends a vote FOR thisosal.
ELECTION OF DIRECTORS
(Item 2 on Proxy or Voting Instruction Card)

The Board of Directors has nominated four cand&l&de election as directors for a one-year termirgxgat the 2013 annual meeting of
shareholders, based on the assumption that thetsiiders will approve the declassification chasi@endments described in Item 1(a) above.

Currently, our board is divided into three clastbed serve staggered three-year terms. If the s&ifilzation charter amendments
described above are not approved by the requisiteof shareholders, then the directors electéitea2012 annual meeting of shareholders
be elected for a three-year term ending at the 2@tbial meeting of shareholders. In all casegditieetors will be elected to serve through the
end of their respective terms and until their sasoes have been elected and qualified.

Unless authority is withheld, all votes attributalbb the shares represented by each duly execatededivered proxy will be cast for the
election of each of these below-named nomineeselodr bylaw nominating procedures, these nomiaeeshe only individuals who may be
elected at the meeting. For additional informationour nomination process, see “Corporate GovemarBirector Nomination Processf'for
any reason any such nominee should decline or becmable to stand for election as a director, whiehdo not anticipate, votes will be cast
instead for another candidate designated by thedBeathout resoliciting proxies.

As discussed further under “Additional Informati@bout the Meeting — Vote Required to Elect Direstpeach of the four nominees
must receive a majority of the votes cast to betetkat the meeting.

In connection with acquiring Qwest on April 1, 20%de expanded the size of our Board to 16 diredctoesccommodate the addition of
four new directors who had previously served as w#ectors. In early 2012, the Board discussedigsirability of reducing the number of
directors. As a result of these discussions, Charl@iggs and James A. Unruh, both former Qwestatiors, each agreed not to stand for re-
election as a CenturyLink director upon the lapSei® current term expiring at the meeting on M&y 2012. In addition, Edward A. Mueller,
Qwest’s former chairman and chief executive offi¢ers announced his intention to resign from tharBoeffective as of the date of the
meeting. As a result of these changes, the sipeioBoard will be reduced from 16 to 13, effectaseof the date of the meeting.

The following tables provide certain informationtlviespect to each nominee, each other directosg/term will continue after the
meeting, and our executive officers. As
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discussed further elsewhere herein, four of ounwdisted directors formerly served as director&nfbarg and one of our other below-listed
directors formerly served as a director of Qweasgach case prior to our acquisitions of those conigs.

Former Class Ill Directors (term expires in 2013, asuming the adoption of Item 1(a)):

Fred R. Nichols, age 65; has served as a director since 2008ddtiom Cox Communications, Inc.
February 2000, where he served as Executive ViesidRent of Operations since August 1999; held
various executive positions at TCA Cable TV, Inghich was publiclytraded between 1982 and its sal
Cox in 1999) from 1980 to 1999, most notably seyvéis Chairman, President and Chief Executive Qi
Photo from 1997 to 1999 and President and Chief Operdiiffiger from 1989 to 1997; also served on the
executive boards of (i) the National Cable TelewisAssociation and the Cable Telecommunications
Association, both cable industry trade associafiinslelesynergy, a cable television programming
consortium, and (iii) C-SPAN, a cable televisiontwwrk; prior to joining TCA in 1980, worked as a
commercial banker for nine years and as a certffigalic accountant with Peat, Marwick & Mitchellrfo
three years

Key Qualifications, Experiences and Ski

» Executive experience in the communications indL

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

» Former experience as a certified public accouraadtcommercial banki

Harvey P. Perry, age 67; a director since 1990; non-executive \Whairman of the Board of Directors of
CenturyLink since January 1, 2004; retired from @QgyLink in December 2003; joined CenturyLink in
1984, serving as Secretary and General Counsapfmoximately 20 years and Executive Vice President
and Chief Administrative Officer for almost five gms; prior to then, worked as an attorney in pevat
Photo practice for 15 year:

Key Qualifications, Experiences and Ski

»  Prior executive experience with, and historical\wtezlge of, our compan

* Legal experience representing telecommunicationgoamies

7
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Laurie A. Siegel, age 56; a director since July 1, 2009; Senioe\Recesident of Human Resources
Internal Communications for Tyco International L tal.diversified manufacturing and service company,
since January 2003; held various positions withéyovell International Inc. from September 1994 to
December 2002, including Vice President of HumasdReces — Specialty Materials; prior to then, was
Photo director of global compensation at Avon Producid amprincipal of Strategic Compensation Associaes;
director of Embarq prior to July 1, 20C

Key Qualifications, Experiences and Ski

»  Executive experience with a mr-national compan
* Human relations and executive compensation exp

Joseph R. Zimme, age 58; a director since 2003; a business aaddial consultant since November
2002; Advisory Director of the Goldman Sachs Gréngpn December 2001 to November 2002; Manai
Director of the Communications, Media & Entertaimh&roup for the Americas in the investment
banking division of Goldman, Sachs & Co. from 1992001, after acting as Managing Director and-a co
Photo head of the group from 1992 to 1999; Managing Daem the mergers and acquisitions department of
Goldman, Sachs & Co. from 1988 to 1992; currenttiractor of FactSet Research Systems Inc. and
formerly a director of Digitas Inc. within the pdite years

Key Qualifications, Experiences and Ski

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

* Qualifies as a’audit committee financial exp”

» Director of other publicl-owned companie

The Board unanimously recommends a vote FOR eachhafse nominees

Class | Directors (term expires in 2013)

W. Bruce Hanks, age 57; a director since 1992; a consultant Gitttham, Bordelon and Co., Inc., an
investment management and financial planning compgince December 1, 2005; Athletic Director of
University of Louisiana at Monroe from March 20@1lJune 2004; held various executive positions at

Photo
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Photo

Photo

CenturyLink from August 1980 through March 2001,steotably Chief Operating Officer, Senior Vi
President — Corporate Development and StrategfCimancial Officer, Senior Vice President —
Revenues and External Affairs, and Presidefiélecommunications Services; worked as a certifigllic
accountant with Peat, Marwick & Mitchell for thrgears prior to then; currently an advisory direabr
IberiaBank Corporation; also served in the pagherexecutive boards of several telecommunications
industry associations and the boards of other ply-owned companie:

Key Qualifications, Experiences and Ski

»  Prior executive experience with, and historical\tezlge of, our compan
» Former experience as a certified public accour

* Qualifies as aaudit committee financial exp”

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

C. G. Melville, Jr., age 71; a director since 1968; retired in 19%@raferving as President of Melvi
Equipment, Inc., a family-owned distributor of nmagiand industrial equipment, for nearly 30 yeatsgC
Executive Officer of a family-owned telephone compéor six years prior to its sale to CenturyLimk i
1968.

Key Qualifications, Experiences and Ski
* Experience owning and managing telecommunicationgpanies
» Experience as a former chief executive of fa-owned privatel-held companie

William A. Owens, age 71; a director since July 1, 2009; non-exee@hairman of the Board of
CenturyLink since July 1, 2009; Managing Directnda&hairman of AEA Investors Asia, a private equity
company, since April 2006; Vice Chairman, Presidamd Chief Executive Officer of Nortel Networks
Corporation, a global supplier of communicationgsipment, from 2004 to 2005; Chairman and Chief
Executive Officer of Teledesic LLC, a satellite aoemications company, from 1998 to 2003; served in
the U.S. military from 1962 to 1996 holding varidiey leadership positions, including Vice Chairnedin
the Joint Chiefs of Staff; currently a directorAEA Investors LLC, Polycom, Inc., Wipro Limited, dén
Intelius Inc.; formerly a director of Flow Mobil&lnifrax Corporation, and Amerilink within the pdate
years; Chairman of the Board of Embarq prior ty dyl2009.

9
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Photo

Key Qualifications, Experiences and Ski

» Executive experience in the communications indL

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

» Government relations experti

* International business experier

» Director of other domestic and international pulg-held companie

Glen F. Post, lll, age 59; a director since 1985; Chief Executivéc®f of CenturyLink since 1992, a1
President since July 1, 2009 (and from 1990 to p0DRairman of the Board of CenturyLink between
June 2002 and June 2009; Vice Chairman of the Bofa@knturyLink between 1993 and 2002; held
various other positions at CenturyLink between 186 1993; most notably Treasurer, Chief Financial
Officer and Chief Operating Office

Key Qualifications, Experiences and Ski

» Executive experience in the telecommunicationsriass
» Experience as our chief execut

» Former experience as a certified public accour

Class Il Directors (term expires in 2014):

Photo

Photo

Virginia Boulet , age 58; a director since 1995; Special Counsi&tlatms and Reese LLP, a law firm,
since March 2002; prior to then, practiced as pa@te and securities attorney for Phelps DunbérPL
from March 1992 to March 2002 and Jones, Walkeredtiter, Poitevent, Carrére & Denégre L.L.P. from
May 1983 to March 1992; currently a director of W& fshore, Inc

Key Qualifications, Experiences and Ski
* Legal experience representing telecommunicationgpemies
» Director of another public-held compan

Peter C. Browr, age 53; a director since July 1, 2009; Chairmfa@rassmere Partners, LLC, a priv
investment firm, since July 2009; held several exige level positions, including Chairman of theaBd,
President and Chief Executive Officer, and Chiefdricial Officer, with AMC Entertainment Inc., a
theatrical exhibition company, from 1991 until hitsirement in February 2009; founded Entertainment
Properties Trust, a NYSE-listed real estate investrtrust, in 1997 and served as its Chairmanef th

10
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Board of Trustees until 2003; currently a direabEntertainment Properties Trust and Cinedigm tal
Cinema Corporation [and [ — ]; formerly a directdrNational CineMedia, Inc. and Midway Games, Inc.
within the past five years and a director of Emhaniqr to July 1, 200¢

Key Qualifications, Experiences and Ski

» Experience as a former chief executive of a pug-held company
* Qualifies as aaudit committee financial exp”

» Director of other publicl-held companie

Richard A. Gephard, age 71; a director since July 1, 2009; PresidadtChief Executive Officer (
Gephardt Group, a multi-disciplined consulting firsmce January 2005; consultant to Goldman Sachs &
Co. since January 2005; strategic advisor in theegonent affairs practice group of DLA Piper betwee
June 2005 and December 2009; senior advisor taCemkulting between January 2007 and December
Photo 2009; member of the U.S. House of Representatioes 1976 to 2005, representing Missouri’s Third
District and holding key leadership positions, iihg House Minority Leader; currently a directér o
Centene Corporation, Ford Motor Company, Spiritdsgstems Holdings, Inc. and United States Steel
Corporation; formerly a director of Dana Holdingr@gany within the past five years, and a director of
Embarq prior to July 1, 200

Key Qualifications, Experiences and Ski
* Government and labor relations exper
» Director of other publicl-held companie

Gregory J. McCray, age 49; a director since 2005; Chairman and hietutive Officer of Antenova
Limited, a British company which develops and m#shkeireless components, since January 2003;
Chairman and Chief Executive Officer of PipingHatiNorks, a wireless stauap, from November 2000
November 2002; Senior Vice President, Customer &juers, at Lucent Technologies from June 19¢
Photo October 2000; Sales Vice President, U.S. EastegioReat Lucent Technologies from January 1994 to
May 1997; held engineering, product managemenbpémer managerial roles at AT&T and IBM from
May 1984 to December 199

Key Qualifications, Experiences and Ski
»  Executive experience in the communications andrelclyy industrie:

11
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Photo

» Experience as a chief executive of priva-held companie
» Engineering expertis
* International business experier

Michael J. Roberts, age 61; a director since April 1, 2011; Chief &xtére Officer and founder of
Westside Holdings LLC, a marketing and brand dgualent company; served as President and Chief
Operating Officer of McDonald’s Corporation, a f@edvice retailer, from 2004 to 2006; served as Chie
Executive Officer of McDonald’s USA during 2004 aasl President of McDonald’s USA from 2001 to
2004; currently a director of W.W. Grainger, InndaStandard Parking Corporation, and a director of
Qwest prior to April 1, 2011

Key Qualifications, Experiences and Ski

» Experience as a chief execut

* Marketing and branding experti

» Director of other publicl-held companie

* Qualifies as aaudit committee financial exp”

Executive Officers Who Are Not Directors:

Listed below is information on each of our execatdfficers who are not directors. Unless otheninsicated, each person has been
engaged in the principal occupation shown for ntbam the past five yeat

Photo

Photo

William E. Cheek,age 56; President — Wholesale Operations sincelJ@909; President — Wholesale
Markets for Embarg from May 2006 until July 2008rved in this role at the local telecommunications
division of Sprint Nextel Corporation from Augu€@5 until May 2006 and as Assistant Vice President,
Strategic Sales and Account Management, in Spustrigss Solutions from January 2004 until July 2

David D. Cole age 54; Senior Vice President — Controller and @gans Support; served as Senior Vice
President — Operations Support since 1999, andagdler since April 1, 2011.
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Photo

Photo

Photo

Photo

Photo

R. Stewart Ewing, Jr, age 60; Executive Vice President and Chief Firer@fficer.

Stacey W. Gof, age 46; Executive Vice President, General CoumsglSecretary since July 1, 2009;
Senior Vice President, General Counsel and Segrptar to then.

Dennis G. Huberage 52; Executive Vice President — Network Servéiese July 1, 2009 (excluding the
four-month period between May 2010 and Septemb#d@Meld various executive positions at Embarq
and its predecessor companies from January 2008ghrJuly 1, 2009, most notably Chief Technology
Officer and Senior Vice President, Senior Vice Ri&st — Corporate Strategy and Development and
Senior Vice President of Product Development.

James E. Ousleyage 66; Chief Executive Officer, Savvis Operatiagisce July 15, 2011 and Presid-
Enterprise Markets Group since March 22, 2012;exstas chief executive officer of Savvis from Jaguar
2010 to July 2011, as chairman of the board of Badvem May 2006 to July 2011 and as a director of
Sawvis from April 2002 to July 2011.

Karen A. Pucket), age 51; Executive Vice President and Chief Opagadfficer since July 2009;
President and Chief Operating Officer from Septem2@82 until July 2009.
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CORPORATE GOVERNANCE

Governance Guidelines

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

Among other things, our corporate governance gindelprovide as follows:

Director Qualifications

The Board of Directors will have a majority of inmndent directors. The Nominating and CorporateeBmnce Committee is
responsible for reviewing with the Board, on anualrbasis, the requisite skills and characterigifasew Board members as well
the composition of the Board as a whe

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

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

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

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

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

Director Responsibilities

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

Unless otherwise determined by the Board, whenrsagement director retires or ceases to be an aamtiygoyee for any othe
reason, that director will be considered to hawigreed concurrently from the Boal
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Chairman; Lead Outside Director

The Board elects a Chairman from among its membérs Chairman may be a director who also has eixecrgsponsibilities
including the CEO (an executive chair), or may he of the Company’s independent directors (a natetive chair). The Board
believes it is in the best interests of the Compganyhe Board to remain flexible with respect thether to elect an executive chair
or a nor-executive chair so that the Board may provide fmcession planning and respond effectively to ckang circumstance

The nor-management directors meet in executive sessi@ast fjuarterly. The lead outside director electethb independer
directors may call additional meetings of the nomragement directors at any time. At all times dyvimich the Chairman is a non-
executive chair, all of the functions and respoititiés of the lead outside director shall be pemfed by the nc-executive chair

CEO Evaluation and Management Succession

The Nominating and Corporate Governance Commitb@elects an annual review of the CEO’s performamcepaovides a report
of its findings to the Boartc

The Nominating and Corporate Governance Commigperts periodically to the Board on successionrptam

Recoupment of Compensation

If the Board or any committee of the Board detemsithat any bonus, incentive payment, commissiquifyeaward or othe
compensation awarded to or received by an execaffieer was based on any financial or operatirgyltethat was impacted by the
executive officer’'s knowing or intentional fraudateor illegal conduct, the Board or a Board comesitinay recover from the
executive officer the compensation it considersapate under the circumstanc

Stock Ownership Guidelines

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

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

For any year during which an executive or directmes not meet his or her ownership target, thewgxecor director is expected
hold a specified percentage of the CenturyLinklstbat the executive or director acquires throughegjuity compensation
programs, excluding shares sold to pay taxes asocivith the acquisition there«
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* The Compensation Committee administers the guiegliand may modify their terms and grant hardskgegtions in its discretio

» See“Compensation Discussion and Analy- Stock Ownership Guidelin” for information on the executive ownership multig
and the holding percentages currently in eff

Standards of Business Conduct and Ethics

» All of our directors, officers and employees arquieed to abide by our lo-standing ethics and compliance policies and progr
which include standards of business cond

» Any waiver of our policies, principles or guidelseelating to business conduct or ethics for exeeufficers or directors may
made only by the Board or one of its duly authatizemmittees

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

» Like most other NYS-listed companies, (i) all of the Boi's standing committees are comprised solely of iaddpnt directors
(ii) we provide orientation for new directors, iwe maintain a continuing education program far divectors, and (iv) the Board
and each committee conducts annuakreviews.

Independence

Based on the information made available to it,Bbard of Directors has affirmatively determinedtteach of the directors, with the
exception of Mr. Post and Mr. Gephardt, qualifissaa independent director under the standardseefés above under “— Governance

Guidelines.” In making these determinations, thampwith assistance from counsel, evaluated resgoto a questionnaire completed by each

director regarding relationships and possible ¢otsflof interest. In its review of director indegiemce, the Board considered all known
commercial, banking, consulting, legal, accountuotwgritable, familial or other relationships anyedior may have with us.

Some of our directors are employed by or affilianéth companies with which we do business in thdir@ary course, either as a service
provider, a customer or both. As required undeMNN&E listing standards and our Corporate Goverediaidelines, our Board examined the
amount spent by us with those companies and by tbasipanies with us. Because in all cases the anspent fell far below the threshold
established in the NYSE listing standards and in@arporate Governance Guidelines, our Board catedithat the amounts spent did not
create a material relationship with us that woualgifere with the exercise of independent judgnbgrany of these directors.
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Committees of the Board
During 2011, the Board of Directors held four reguheetings, six special meetings, and a threesttategic planning session.

During 2011, the Board’Audit Committee held nine meetings. The Audit @attee is currently composed of five independergators,
all of whom the Board has determined to be auditrodtee financial experts, as defined under therf@idsecurities laws. The Audit
Committee’s functions are described further belodear “Audit Committee Report.”

The Boards Compensation Committee met nine times during 20h& Compensation Committee is currently compaddive directors
all of whom qualify as “non-employee directors” @ndRule 16b-3 promulgated under the Securities &xgh Act of 1934 and all of whom,
other than Harvey P. Perry, qualify as “outsidectiors” under Section 162(m) of the Internal Rewe@ode. The Compensation Committee is
described further below under “Compensation Disomsand Analysis.”

The Board’s Nominating and Corporate Governance i@itt@e (which we refer to below as the “Nominatidgmmittee”) met four times
during 2011. The Nominating Committee is respomrsibl, among other things, (i) recommending toBlard nominees to serve as directors
and officers, (ii) monitoring the composition aridesof the Board and its committees, (iii) periadig reassessing our corporate governance
guidelines described above, (iv) leading the Bamiits annual review of the Board’s performance] &r) reviewing annually the Chief
Executive Officer's performance, reporting to thealBd on succession planning for senior executifieest and appointing an interim CEO if
the Board does not make such an appointment withihours of the CEO dying or becoming disabled.iffmrmation on the director
nomination process, see “— Director Nomination Bsst below.

The Board also maintains a Risk Evaluation Commjteehich met five times during 2011. The Commiitedescribed further below
under the heading “ — Risk Oversight.”

Each of the committees listed above is composesdysof independent directors under the standarf@sresl to above under “—
Governance Guidelines.”

The table below lists the Board’s standing comragtand their membership:

Nominating and

Compensatior Corporate Risk Evaluation
Audit Committee Governance
Committee Committee Committee
Outside Director (1) Member Member (2) Member Member
Charles L. Bigg$® 1]
Virginia Boulet a Chair
Peter C. Browr u u
W. Bruce Hanks Chair U
Gregory J. McCra' u a
C. G. Melville, Jr. U Chair
Edward A. Muellei® U
Fred R. Nichols a u
William A. Owens 1] u
Harvey P. Perr a
Michael J. Robert a
Laurie A. Siege Chair
James A. Unrul® U
Joseph R. Zimme 1]
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@ Except as noted below, Glen F. Post, Il does apteson any board committees. Richard A. Gephards chot serve on any boz

committees

The Compensation Committee maintains an Incentiwardls Subcommittee comprised of Ms. Boulet, Mr.Hgls, Mr. Owens an
Ms. Siegel.

Term will end at the meeting. S"Election of Director¢”

@

®

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

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

During 2011, all of our directors attended at |e&% of the aggregate number of all meetings obtierd and all meetings of the
committees on which they served. In addition, eafabur directors then in office attended the 20ttwal shareholdersheeting, other than o
director who was unable to attend due to a pretiagischeduling conflict.

Director Nomination Process

Nominations for the election of directors at ounaal shareholders’ meetings may be made by thedBog@on the receipt of
recommendations of the Nominating Committee) oaby shareholder of record who complies with ouatmd. Under our bylaws, any
shareholder of record interested in making a notitinagenerally must deliver written notice to then@pany’s secretary not more than 180
days and not less than 90 days in advance of tsteafiniversary of the preceding year’'s annualedf@ders meeting. For the meeting this year,
the Board has nominated the four nominees listes@hbinder “Election of Directors” to stand for élen as directors, and no shareholders
submitted any nominations. For further informat@ndeadlines for submitting nominations for our 2@hnual shareholders meeting, see
“Other Matters — Shareholder Nominations and Pralsds

The written notice required to be sent by any natiirg shareholder must include (i) the name, agsiness address and residential
address of the nominating shareholder and any p#rson acting in concert with such shareholddra (iepresentation that the nominating
shareholder is a record holder of Voting Shared,iatends to make his nomination in person, (iidescription of all agreements among the
nominating shareholder, any person acting in cdmveigh him, each proposed nominee and any othesgpepursuant to which the nomination
or nominations are to be made and (iv) varioustaipigical information about each proposed nominegyding principal occupation, holdings
of Voting Shares and other information requiretvéadisclosed in our proxy statement. The noticetrals® be accompanied by the written
consent of each proposed nominee to serve ascdiieelected, and an affidavit certifying thatol proposed nominee meets the
qualifications for service specified in
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the bylaws and summarized below. We may requir@pgsed nominee to furnish other reasonable infoemar certifications. Shareholders
interested in bringing before a shareholders’ megeginy matter other than a director nomination khoansult our bylaws for additional
procedures governing such requests. We may disteggrnomination or submission of any other mattat fails to comply with these bylaw
procedures.

The Nominating Committee will consider candidatesmimated by shareholders in accordance with owavay) Upon receipt of any such
nominations, the Committee will review the submassior compliance with our bylaws, including detéring if the proposed nominee meets
the bylaw qualifications for service as a direciirese provisions disqualify any person who failsaspond satisfactorily to any inquiry for
information to enable us to make certificationsuiegd by the Federal Communications Commission utigeAnti-Drug Abuse Act of 1988,
who has been arrested or convicted of certain Spdarug offenses or engaged in actions that ctaad to such an arrest or conviction.

In the past, the Nominating Committee has consitldieector candidates suggested by Committee mesnbtrer directors, senior
management and shareholders. In connection witluyrl, 2009 merger with Embarq, we added to amarB seven directors who previously
served as directors of Embarq, four of whom comtitauserve. Similarly, in connection with our Aftil2011 merger with Qwest, we added to
our Board four directors who previously served iasators of Qwest, one of whom is expected to cwdito serve following the meeting.
During the several years preceding the Embarg mettgee Nominating Committee retained, on an as-eddxsis and at our expense, national
search firms to help identify potential directondalates, including three directors added to tharBdetween 2003 and 2005. With respect to
this year’s meeting, all of the nominees are incentlilirectors with several years of prior servineoar Board or the boards of Embarq or
Qwest. The Nominating Committee may retain searaisffrom time to time in the future to help idéntpotential director candidates.

Under our corporate governance guidelines, the Natimg Committee assesses director candidates basieir independence,
diversity, character, skills and experience indbetext of the needs of the Board. Although thelglimes permit the Nominating Committee to
adopt additional selection guidelines or criteititias chosen not to do so. Instead, the Nominaimigmittee periodically assesses skills and
characteristics then required by the Board basdtsanembership and needs at the time of the assegsin evaluating the needs of the Bo
the Nominating Committee considers the qualifiaatid incumbent directors and consults with othemmers of the Board and senior
management. In addition, the Nominating Commitesks candidates committed to representing thesisiteof all shareholders and not any
particular constituency. The Nominating Committedidves this flexible approach enables it to resiponchanges caused by director
retirements and industry developments.

In connection with assessing the needs of the BolaedCommittee has sought individuals who posskiisand experience in a diverse
range of fields. The Committee also has soughtaahindividuals from inside and outside of the aommications industry. The table above
listing biographical data about our directors imlgs a listing of the key qualifications, experienaad skills that the Committee and Board
reviewed in connection with nominating or re-nontiing them for service on the Board.

In connection with determining the current composiof the Board, the Nominating Committee assesisedliverse range of skills and
experience of our directors outlined above, coupled

19



Table of Contents

with the judgment that each has exhibited and trewkedge of our operations that each has acquirednnection with their service on the
Board. Although it does not have a formal divergitficy, the Nominating Committee believes that dinectors possess a diverse range of
backgrounds, perspectives, skills and experiences.

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

Compensation Setting Process

The Compensation Committee hires consulting fironadsist it in setting executive and director consaéion. In late 2010, the
Committee retained Hay Group, following a nationsvigkarch to replace PricewaterhouseCoopers LLEGhwddvised the Committee for the
previous six years. For additional information ba processes used by the Committee to set exeaatmpensation and payments made to the
Committee’s consultants, see “Compensation Disonssnd Analysis.”

Risk Oversight

Our Board oversees our company'’s risk managemeti@in, which is a coordinated effort among ouribess units, our internal audit
department and our risk management personnel. GardBprovides this oversight primarily throughRisk Evaluation Committee, which is
responsible for assisting management to identifynitor, and manage risks to our business, propeatiel employees. The Risk Evaluation
Committee is also responsible for overseeing chicgtand compliance program. In addition to recgjwieports from the Risk Evaluation
Committee, the Board monitors risk in connectiothvaverseeing our corporate strategies and opesatind by receiving reports from the
other committees of the Board, particularly the A@bmmittee with respect to financial, tax and@oating risks and the Compensation
Committee with respect to compensation risks. Fdisaussion of the Compensation Committee’s riskyesis, see “Compensation Discussion
and Analysis — Our Compensation Decision-MakingcBss — Risk Assessment.”

Top Leadership Positions and Structure

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

Adm. Owens was appointed as our Chairman and letside director on July 1, 2009, in accordance withOctober 26, 2008 merger
agreement with Embarg. Prior to July 1, 2009, A@wens served as chairman of Embarq, and, pridran &s the chief executive of a
communications equipment provider and a satelitapgany. We believe Adm. Owens’ service as our @feir has facilitated the post-merger
integration of the management and operations of@gnink and Embarq.
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The Board believes that the separation of the Gfairand CEO positions has functioned effectivelgrdkie past couple of years.
Separating these positions allows our CEO to haivegpy responsibility for the operational leadepshnd strategic direction of our business,
while allowing our Chairman to lead the Board mfitndamental role of providing guidance to ancéepehdent oversight of management.
While our by-laws and corporate governance guiéslitio not require our Chairman and CEO positiofeteeparate, the Board believes that
delegating responsibilities between Adm. Owenglagirman, and Mr. Post, as CEO, is the appropigéatgership structure for our company at
this time. Our Board, however, periodically reviegsleadership structure and may make such changdbe future as it deems appropriate.
The Board believes that its programs for oversegskgwould be effective under a variety of topdeeship structures, and, accordingly, this
factor has not materially affected its current cleadf structure.

Waivers of Governance Requirements

Members of our Board are subject to our CorporateeBance Guidelines, which, among other thingshipit a director from serving ¢
more than two additional unaffiliated public compdioards. In addition to serving on our Board, RichA. Gephardt and William A. Owens
serve on the board of directors of more than twaffilimted public companies. In connection with apying both of them to the Board, the
Board waived compliance by each such individuahwlie above-described service limitation, subje¢he understanding that this waiver
permits such individuals to serve only on the beardthe unaffiliated companies on which they wlen serving, unless and until the
individual is permitted to accept a new directopshinder our Corporate Governance Guidelines theffact due to any future reductions in
number of the individual's directorships, any f@whanges in such guidelines, or any future additivaivers granted by the Board.

Access to Information
The following documents are posted on our websitevav.centurylink.com
» Restated articles of incorporati
* Bylaws
» Corporate governance guidelir
* Charters of our Board committe
» Corporate ethics and compliance program documamasiding the CenturyLink Code of Condu
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RATIFICATION OF THE SELECTION OF THE INDEPENDENT AU DITOR
(Item 3 on Proxy or Voting Instruction Card)

The Audit Committee of the Board has appointed KPM® as our independent auditor for the fiscal yeading December 31, 2012,
and we are submitting that appointment to our st@ders for ratification on an advisory basis & theeting. Although shareholder ratificat
of KPMG's appointment is not legally required, we aubmitting this matter to the shareholderspake past, as a matter of good corporate
practice.

If the shareholders fail to vote on an advisoryibasfavor of the appointment, the Audit Committel reconsider whether to retain
KPMG LLP, and may appoint that firm or another with re-submitting the matter to the shareholdevenHf the shareholders ratify the
appointment, the Audit Committee may, in its disiorg, select a different independent auditor at timg during the year if it determines that
such a change would be in the Company’s best siter connection with selecting the independeditar, the Audit Committee reviews the
auditor’s qualifications, control procedures, cpsgposed staffing, prior performance and othexuaht factors.

In connection with the audit of the 2012 finanatdtements, we entered into an engagement lettietddMG LLP which sets forth the
terms by which KPMG will provide audit servicesus. Any future disputes between KPMG and us urttrletter will be subject to certain
specified alternative dispute resolution procedures

The following table lists the aggregate fees arstbilled to us by KPMG and its affiliates for th@10 and 2011 services identified
below:

Amount Billed
2010 2011
Audit Feesd $4,469,00! $ 9,782,52
Audit-Related Fee® 162,57( 654,54¢
Tax Fee® 732,47 626,62¢
Other® 27,80( 0
Total Fees $5,391,84. $11,022,826)

(1) Includes the cost of (i) services rendered in cotioe with auditing our annual consolidated finahaitatements, (i) auditing our interr
control over financial reporting in accordance witction 404 of the Sarbanes-Oxley Act of 2008, rgviewing our quarterly financial
statements, (iv) auditing the financial statemerftseveral of our telephone subsidiaries, and€wises rendered in connection with
reviewing our registration statements and issu@tgted comfort letter:

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

(3) Includes costs associated with (i) assistanceapaing income tax returns and related mattersofwivere approximately $257,000

2010 and $234,000 in 2011), (ii) assistance witfious tax audits (which were approximately $69,002010 and $0 in 2011),
(iii) assistance with our acquisition of Embarq {@¥hwere approximately $81,000 in 2010 and $0 ih12)) (iv) assistance with our
acquisition of Qwest (which were $0 in 2010 andragpnately $67,000 in 2011), and (v) general teanpling, consultation and
compliance (which were approximately $325,000 ithi2010 and 2011

(4) Reflects assistance with the Qwest acquisi

(5) Reflects the higher costs associated with audditayger company following our acquisitions of Qtasd Savvis during 201

The Audit Committee maintains written procedures tiequire it to annually review and pre-approveshope of all services to be
performed by our independent auditor. This revieghides an
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evaluation of whether the provision of non-auditvgges by our independent auditor is compatibldwiiaintaining the auditor’s independence
in providing audit and audit-related services. Tmnmittee’s procedures prohibit the independenttautfom providing any non-audit
services unless the service is permitted undeiicgipé law and is pre-approved by the Audit Comeeitbr its Chairman. The Chairman is
authorized to pre-approve projects expected toromshore than $75,000, provided the total costllgirajects pre-approved by the Chairman
during any fiscal quarter does not exceed $125,088.Audit Committee has pre-approved the Compmamgependent auditor to provide ug
$75,000 per quarter of miscellaneous permittedséaices that do not constitute discrete and sepprajects. The Chief Financial Officer is
required periodically to advise the full Committfethe scope and cost of services notgperoved by the full Committee. Although applice
regulations waive these pre-approval requirementeitain limited circumstances, the Audit Comneittid not use these waiver provisions in
either 2010 or 2011.

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

Ratification of KPMG’s appointment as our indepemicuditor for 2012 will require the affirmative tecof at least a majority of the
voting power present or represented at the meeting.

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

Management is responsible for our internal contaold the financial reporting process. Our indepehéaditor is responsible for
performing an independent audit of our consolidditeahcial statements and the effectiveness ofrternal control over financial reporting,
and to issue reports thereon. The Committee’s respitity is to monitor and oversee these procesmed to appoint the independent auditor.

In this context, the Committee has met and heldudisions with management and our internal auditodgsindependent auditor for 2011,
KPMG LLP. Management represented to the Commitiaedur consolidated financial statements weregrepin accordance with generally
accepted U.S. accounting principles. The Commiiteereviewed and discussed with management and KiPklGonsolidated financial
statements, and management’s report and KPMG’strapd attestation on internal control over finahegporting in accordance with
Section 404 of the Sarbanes-Oxley Act of 2002. Chenmittee also discussed with KPMG matters requiodak discussed by Statement on
Auditing Standards No. 61, as amended.

KPMG also provided to the Committee the writtercltisures required by the applicable requirementh@Public Company Accounting
Oversight Board regarding the independent auditmiamunications with audit committees concernirdgpendence. The Committee
discussed with KPMG that firm’s independence, amusaered the effects that the provision of nonitaa&tvices may have on KPMG's
independence.

Based on and in reliance upon the reviews and s$ons referred to above, and subject to the liioita on the role and responsibilities
of the Committee referred to in its charter, ther@uttee recommended that the Board of Directorkigre the audited consolidated financial
statements in our Annual Report on Form 10-K ferykar ended December 31, 2011.
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On April 1, 2011, Charles L. Biggs and Michael dbrts, each of whom formerly served as directbf@west, replaced William A.
Owens and Fred R. Nichols as members of the Aualih@ittee.

If you would like additional information on the pamsibilities of the Audit Committee, please refeits charter, which you can obtain in
the manner described above under “Corporate Gomeena Access to Information.”

Submitted by the Audit Committee of the Board cédors.

W. Bruce Hanks (Chail Charles L. Bigg:
Peter C. Browr Michael J. Robert
Joseph R. Zimm:

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

In accordance the Dodd-Frank Wall Street Reform@adsumer Protection Act enacted in July 2010, regeoviding you with the
opportunity to vote on a ndpinding, advisory resolution to approve the compéinga of our named executive officers as discldsetlis proxy
statement pursuant to the rules of the SEC.

As described in detail below under the heading “@ensation Discussion and Analysis”, our executiv@jgensation programs are
designed to provide compensation that is competitiith our peer companies and is necessary toikégg and strengthen our leadership
team. Under these programs, our named executiieedfare rewarded for achieving specific annudllang-term goals, as well as increased
shareholder value. We believe this structure aleyecutive pay with our financial performance amel ¢reation of sustainable shareholder
value. The Compensation Committee of our Boardinaatly reviews our executive compensation progrémsnsure they achieve the goal:
aligning our compensation with current market pgcast and your interests as shareholders. For addltinformation on our executive
compensation, we urge you to read the “Compens@&tiscussion and Analysis” and “Executive Compersgtsections of this proxy
statement.

We ask you to indicate your support for the comp&aa of our named executive officers as describetlis proxy statement. This
proposal, commonly known as a “say-on-pay” propagiakes you the opportunity to express your vieWss advisory vote is not intended to
address any specific item of compensation, buerathe overall compensation policies and practigés respect to our named executive
officers as described in this proxy statement. Aditgly, we intend to submit the following resotutifor an advisory shareholder vote at the
meeting:

“RESOLVED, that the shareholders of CenturyLink;.lapprove, on an advisory basis, the overall corsgigon of
CenturyLink’s named executive officers, as desdriimeCenturyLink’s proxy statement for this annshareholder meeting,
including the Compensation Discussion and Analytkis,summary compensation table and the otheedktables and
disclosures.”
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While this “say-on-pay” vote is advisory and wibttbe binding on our Company or the Board, it witbvide valuable information to our
Compensation Committee regarding shareholder sentiabout our executive compensation. We inviteedt@ders who wish to communici
with our Board on executive compensation or angothatters to contact us as provided under “Cotpdg@vernance — Top Leadership
Positions and Structure.”

Approval of this proposal will require the affirnnag vote of at least a majority of the voting povpeesent or represented at the meeting.

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

SHAREHOLDER PROPOSALS
(Items 5(a), 5(b) and 5(c) on Proxy or Voting Instuction Card)

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

We expect Items 5(a), 5(b) and 5(c) to be presemyeshareholders at the meeting. Following SECstule are reprinting the proposals
and supporting statements as they were submitted, tother than minor formatting changes. We takessponsibility for them. On request to
the Secretary at the address listed under “Otheteida— Annual Financial Report,” we will providg@rmation about the sponsors’
shareholdings, as well as the names, addresseshareholdings of any co-sponsors. Adoption of ed¢hese three proposals requires the
affirmative vote of at least a majority of the vafipower present or represented at the meeting.

The Board recommends that you vote AGAINST Itena,H(b) and 5(c) for the reasons we give afteh eme.

Bonus Deferral Proposal (Item 5(a))

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

“RESOLVED, Stockholders of CenturyLink, Inc. (th€dmpany”) urge the Compensation Committee to attepfollowing bonus
deferral policy for senior executives in order tompote a more long-term perspective:

1. Any discretionary bonus and any payment undeQbmpany’s Annual Incentive Bonus Plans (a “Bohtidt is based on financial
measurements (a “Financial Metric”) whose perforogameasurement period is one year or shorter sbiabie paid in full for a period of three
years (¢‘Deferral Period”) following the end of the perfoamce measurement period;

2. The Compensation Committee shall develop a ndelbgy for (a) determining what proportion of a Barshould be paid immediate
(b) adjusting the remainder of the Bonus over tieéebral Period to reflect performance on the Fimgridetric(s) during the Deferral Period
and (c) paying out the remainder of the Bonus, stdfliif required, during and at the end of the Drafé®eriod; and
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3. The adjustment(s) described above should noinegchievement of new performance goals but shfmdus on the quality and
sustainability of the performance on the Finan®latric(s) during the Deferral Period.

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

policy.

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

In 2010, Company CEO and President Glen F. Pastedeived more than $1.88 million under the Anrmeentive Bonus Plans. This
bonus amount is nearly double his base salary & @lllion. Indeed, the six named officers in thEQ Proxy Statement received more than
$5.48 million under the Annual Incentive Bonus Rlahhis amount contrasts with $3.92 million in baakary for the six executives. We
believe that such large, short-term bonuses —aliely equal to 139% of base salaries — shouldoeopaid over such a limited horizon.

This proposal urges that the Compensation Commaitie@t a bonus deferral policy to encourage a Ioteyen orientation for senior
executives. Specifically, the proposal asks thatGompensation Committee develop a system for hgldack some portion of each bonus
based on short-term financial metrics for a pedbthree years and adjusting the unpaid portioactmount for performance during that three-
year period. The Compensation Committee would liiseretion to set the precise terms and mechafitgsoproces!”

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

We believe this proposal essentially proposesitoighte our annual incentive bonus program, whiehbwlieve is not in your or the
Company’s best interests. We believe our curreatgttve compensation program, consisting of a le@ldmix of annual cash bonuses and
long-term equity awards, achieves the central gbttle proponent’s objective to encourage the weaif sustainable shareholder value.
Additionally, we believe our negative discretiordarlawback policies further achieve the benefitsgé by this proposal. Finally, we believe
that compensation paid in accordance with this @sapmay not be tax deductible under the InterreaidRue Code.

Our balanced mix of annual and long-term prograrmes lzetter suited to attain our goals and retain executives We agree with the
proponent that our compensation programs shoulchgt® creating “sustainable value,” but believe @urent mix of annual and long-term
programs is a more effective means of attaining gloial than the proponent’s suggestion of using onllti-year programs. Our
complementary mix of cash and equity compensatam h
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been established by the Compensation Committegue annual results, while ensuring our executaiss remain focused on long-term
sustainable financial performance. The currentcstine rewards executives for consistently achiegitngng operating performance in current
and future years. Our peers similarly use annudllamg-term pay programs, and any failure to offfeth could reduce the competitiveness of
our overall compensation program and increaseiskeof competitors hiring our officers. As more thoghly described under “Compensation
Discussion and Analysis,” we pay a substantialipordf our executive compensation in the form efgegerm equity grants. The Committee,
which is composed solely of independent directoetieves these equity grants effectively accomglighproposal’s key objective because the
ultimate value of the equity awards will be redudenlir performance declines. Rather than requitiagin essence, to eliminate our current
annual bonus program, we believe it is in your tmdCompany’s best interests to retain our cusatgnced approach of rewarding executives
for attaining both annual and long-term goals.

Our policies further achieve the proponent’s gaal® further promote longerm growth and reduce the potential for excesssketaking
and misconduct, the Committee has adopted bothtimeghiscretion and clawback policies. With respeategative discretion, the Committee
retains the right to unilaterally reduce the amafrannual bonuses if the Committee believes fgrraason that it is unwarranted to pay such
amount to any or all of the executives. The Conesritias also implemented clawback policies thatipeosafeguards against inappropriate
behavior. We were among the earliest advocatescgfiving contractual commitments from our execwtitceforfeit their incentive
compensation if they engage in a broad range dafifspe behaviors that are detrimental to us. Weebvel these policies, which are further
described below under the heading “Compensationudson and Analysis,” help maintain executive foon stable and sustainable corporate
growth.

Our current programs are more tax efficier®ur annual bonuses are designed to comply wélpgiformance-based exemption for
deduction of compensation in excess of $1 millioder Section 162(m) of the Internal Revenue Code bélieve it would be difficult to
design an annual incentive plan that complies thighexemption in 162(m) but also delays paymerit cettain additional performance targets
are achieved in the future (after the original perfance period has ended and the annual perforntargets have been met and certified by
Committee). The loss of the exemption under 16Xm)mplementing this proposal would be costly taymd the Company.

In short, the Board believes that our complemenpaticies of issuing tax-deductible annual inceatbonuses and long-term equity
incentive compensation, together with its negatiiseretion and clawback policies, adequately addites concerns of this proposal and are
better suited to advancing your and the Compangs imterests.

Performance-Based Restricted Stock Proposal (Item(5))
The following proposal was submitted by Hazel Aoy, 4660 Newton Street, Denver, Colorado 80211 widges you to vote for this
proposal.

“RESOLVED, the stockholders of CenturyLink herebgeithe Board to adopt a policy whereby future tgaf long-term incentive
awards to senior executive officers in the fornPefformance-Based Restricted Shares will vest andrbe payable only if Total Shareholder
Return equals or exceeds the median performanitee@ompany peer index selected by the Board.
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Supporting Statement: While we commend the Boardyfog a substantial portion of long-term equitphgpensation to the relative
performance of CenturyLink’s stock, we believe pleeformance bar is set unreasonably low.

What CenturyLink calls “performance-based” equéyhat golfers call a “gimme,” in our view.

Large payouts for share price performance as lothebottom 2% percentile among the companieseoS&P 500 does not adequately
align pay with performance, or with shareholdeeiasts, in our view.

Each year the Company’s named executive officemsive restricted stock awards with a potential payetween four and eight times
base salary. These equity grants are divided ggbativeen “time-based” and “performance-based'tictst shares and vest over a three-year

performance cycle.

The problem is that the performance-based shasesyiaat 50% of Target for relative total shareleolteturn (TSR) as low as the bottom
25th percentile among S&P 500 companies, whichepeer index selected by the Board.

For example, CEO Glen Post’s Target Award for th&@®2013 performance share cycle was 63,200 slaakeed at $2.2 million).
Mr. Post will receive 50% of Target even if the Guany’s TSR is outperformed by 75% of the compaimdke S&P 500 — which is bottom
quartile performance. At the high end, Mr. Postldaaceive 200% of Target (126,400 shares) if Cgmink ranks among the top 125 (above
75th percentile) at the end of each performancéecyc

Performance-Based Restricted Shares should nobwesty out, we believe, unless CenturyLink’s tetahreholder return is at least equal
to or above the median relative to the S&P 500(ber peer index selected by the Board).

A 50% payout for performance at or near the bottprartile seems particularly unjustified, in ourwjebecause senior executives receive
the other half of their long-term “incentive compation” in time-based restricted stock. This restd stock vests after three years regardless
of performance. Although justified as a retentinoentive, time-based restricted shares pay out ié¥ka executive retires, dies, or terminates
without cause or for “good reason” within two yeafter a change in control (in the case of CEO)Post

We believe the structure of CenturyLink’s long-teequity compensation is indicative of the Comparpgdy practices. For example, in
the event of termination after a change in controgddition to the waiver of the performance cdiodis on both time-based and performance-
based restricted shares, the CEO receives a “pepaiachute” granting three years additional agksanvice credit (2011 proxy, page 81).
This is all in addition to a lump sum payout equeathree times his base salary and bonus.”
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The Board recommends that you vote AGAINST this prposal for the following reasons:

We believe implementation of this proposal coulgpéde our ability to furnish competitive compensag@ackages, encourage detrime
behavior, and interfere with the ability of our @mendent directors to adopt well-balanced andiflexdompensation programs.

Implementation of this proposal would reduce thepetitiveness of our pay packagéased on consultations with our independent
compensation consultant, we believe that the vgskiresholds of our performance-based restricteekstonform to prevailing market
practices. Our longerm incentive program is designed to award supeag for superior performance, median pay for medgierformance ar
below median pay for below median performanceulfsiock price performance is below thet60 perteatnong S&P companies, our
executives will receive payouts under our perforogabased restricted stock lower than their peeis, idbelow the 2% percentile, no payou
at all. We believe this approach is fair and cortipetwith other companies’ pay practices. On tkieeo hand, under the proponent’s proposal,
our executives would receive no performance payewts if we achieved shareholder returns a smeadtifsn below the mean of our peers. -
would make our compensation programs less atteathian those of our peers, and increase the riskrapetitors successfully recruiting our
executives.

This proposal could encourage detrimental behavidnder this proposal, if we attain the 260 bestrsholder returns compared to the
S&P 500 companies, our executives will receive 1@%heir targeted incentive compensation, whikytivould receive none if we only
attained the 25% best rating. As such, the progtasign suggested by this proposal could signiflgantrease the incentives to engage in
excessively risky behavior to increase total shaldsr return at the end of an award cycle, leatiingnintended and undesirable results.

This proposal restricts our ability to create batsmu and flexible pay package$he Compensation Committee believes that ouradver
compensation program is well-designed to achiegetjectives of aligning the interests of our shatders and executives, promoting both
short-term and long-term growth and attractingairebg and motivating higlperforming executives. This proposal, on the otteard, promote
the perpetual use of a single metric for perforneapased restricted stock. We believe that limithrg Committee’s discretion to structure the
terms of our long-term incentive compensation hés giroposal suggests, would unduly restrict then@dtee’s ability to design and administ
a competitive compensation program that is in yand the Company’s best interest.

In short, the Board believes that the existing cengation opportunities afforded our executivespanelent and competitive with our pe
companies, and result in the payment of long-tercemtive compensation that is commensurate wittpetformance.

Political Contributions Proposal (Item 5(c))
The following proposal was submitted by Trillium & Management, LLC, 711 Atlantic Avenue, Bostomaskhchusetts, 02111-2809.

“Resolved, that the shareholders of CenturyLinkd{t@pany”) hereby request that the Company providgpart, updated semiannually,
disclosing the Company’s:

1. Policies and procedures for political contributi@msl expenditures (both direct and indirect) madle eorporate funds
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2. Monetary and nc-monetary contributions and expenditures (directiaddect) used to participate or intervene in golitical
campaign on behalf of (or in opposition to) anydidate for public office, and used in any attengpinfluence the general public,
segments thereof, with respect to elections oreefta. The report shall incluc

a. An accounting through an itemized report thekides the identity of the recipient as well asah®unt paid to each
recipient of the Compar's funds that are used for political contributiongrpenditures as described above;

b. The title(s) of the person(s) in the Company respme for the decision(s) to make the political &itoutions or expenditure
The report shall be presented to the board of wire®r relevant board oversight committee andgubenh the Company’s website.

Supporting Statement: As long-term shareholde@enfturyLink, we support transparency and accoulittabi corporate spending on
political activities. These include any activitiesnsidered intervention in any political campaigwler the Internal Revenue Code, such as
direct and indirect political contributions to cadates, political parties, or political organizaty independent expenditures; or electioneering
communications on behalf of federal, state or leealdidates.

Disclosure is consistent with public policy, in thest interest of the company and its shareholdex$ critical for compliance with fede
ethics laws. Moreover, the Supreme Cou@tizens Unitedlecision recognized the importance of politicalrsfieg disclosure for shareholds
when it said “[DJisclosure permits citizens and r&telders to react to the speech of corporateieniit a proper way. This transparency
enables the electorate to make informed decisindsyave proper weight to different speakers andsagss.” Gaps in transparency and
accountability may expose the company to reputatiand business risks that could threaten long-s#raneholder value.

CenturyLink contributed at least $1.3 million inrporate funds since the 2006 election cycle. (Q@:t#moneyline.cq.com/pmi/home.do
and National Institute on Money in State Politisgp://www.followthemoncy.org/index.phtml.)

However, relying on publicly available data does provide a complete picture of the Company’s jxditspending. For example, the
Company’s payments to trade associations usedfiical activities are undisclosed and unknownstmme cases, even management does not
know how trade associations use their company’say@olitically. The proposal asks the Company seidise all of its political spending,
including payments to trade associations and dtheexempt organizations used for political purgo3éis would bring our Company in line
with a growing number of leading companies, inahgdiExelon, Merck and Microsoft that support poétidisclosure and accountability and
present this information on their websites.

The Company’s Board and its shareholders need arepsive disclosure to be able to fully evaluageptblitical use of corporate assets.
We urge your support for this critical governanetorm.”
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The Board recommends that you vote AGAINST this prposal for the following reasons:

For the second consecutive year, you are beingldskeote on a proposal on this same topic. Atyast’s annual meeting of
shareholders, holders of only 29.7% of the votedehsupported a nearly identical proposal. Foréasons discussed below, we continue to
believe that adopting this proposal is unnecesaadyunwarranted.

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

The contributions of our political action commitse@re subject to comprehensive regulation by therfd government, including the
obligation to file detailed periodic reports thag publicly available from the Federal Election Goission. Additional information on our
political contributions is publicly available undapplicable state law. We believe that federal state disclosures provide significant
information about our political contributions.

We also participate in industry trade associationpurposes that include enhancing the public enafgour industry, promoting its
competitiveness, and developing best practicestardiards. Disclosure of our contributions to thesseciations and other entities we support
could be misleading, as in many cases those org@mis’ political activities are incidental or utated to the reasons we support them.

The amount of our expenditures on corporate palitontributions igle minimiscompared to our total expenditures, and we beliege
adoption of this proposal would result in an unisseey and unproductive use of our time and ressuf@er limited corporate political
contributions are approved by the Senior Vice Rierdi Public Policy & Government Relations in cdtetion with the appropriate members
the Company’s senior management. Our General Cbprisédes periodic updates to the Board of Direstan our political contributions.

Moreover, we believe these proposed added burdeoklyput us at a competitive disadvantage reldtveur industry peers. We
welcome transparency, but believe any expandedtiegaequirements should apply equally to all ggpaints in the political process, not just
us.

In short, we already provide extensive public répof our relatively modest contributions in fulrapliance with the law, and believe
that requesting us to do more is unwarranted, wssary and counterproductive.
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OWNERSHIP OF OUR SECURITIES

Principal Shareholders

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

owned more than 5% of the outstanding Common Slaré¥ecember 31, 2011.

1)

(@)
3)

Amount and
Nature of
Beneficial Percent of
Ownership of Outstanding
Name and Address Common Shared?) Common Shared?)
Blackrock, Inc. 48,639,972 7.88%

40 East 52nd Street
New York, NY 10022

State Street Corporation 34,289,300 5.6%
State Street Financial Center

One Lincoln Street

Boston, Massachusetts 021

Determined in accordance with Rule -3 of the SEC based upon information furnished leyptérson or persons listed. In additiot
Common Shares, we have outstanding Preferred Stietegote together with the Common Shares asglesalass on all matters. One or
more persons beneficially own more than 5% of treddPred Shares; however, the percentage of totaiy power held by such persons
is immaterial. For additional information regarditing Preferred Shares, see “Questions and AnsweoatAhe Meeting — How many
votes may | cas”

Based on information contained in a Scheduld/A3Report dated as of February 13, 2012 thatitiisstor filed with the SEC. In this
report, the investor indicated that, as of Decen®ie2011, it held sole voting and dispositive powéh respect to all of these shar
Based on information contained in a Schedulé R&port dated as of February 9, 2012 that thisstor filed with the SEC. In this report,
the investor indicated that, as of December 3112@held shared voting power with respect to 38,878 shares and shared dispositive
power with respect to all of the shar
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Executive Officers and Directors

The following table sets forth information, as bétrecord date, regarding the beneficial ownershipommon Shares by our executive
officers and directors. Except as otherwise naaéldeneficially owned shares are held with solénghand investment power and are not
pledged to third parties.

Components of Total Shares Owne

Options or
Unrestricted Rights Total
Unvested Exercisable Shares
Shares Restricted Beneficially
Beneficially Within 60
Name Owned (1) Stock () Days () Owned ¢4

Current Executive Officers
Glen F. Post, I

Karen A. Pucket®

R. Stewart Ewing, Ji
Stacey W. Gof

Dennis G. Hube

William E. Cheek

James E. Ousle

David D. Cole®

Current Outside Directors:
Charles L. Bigg«™
Virginia Boulet®)
Peter C. Browr
Richard A. Gepharc
W. Bruce Hanks
Gregory J. McCra
C.G. Melville, Jr.®
Edward A. Muellei®
Fred R. Nichols
William A. Owens
Harvey P. Perr
Michael J. Robert
Laurie A. Siege
James A. Unrul(o;
Joseph R. Zimme1)

All directors and executive officers as a group (j28sons 2

(1) This column includes the following number of shaailgcated to the offic’s account under our qualified 401(K) plan: [109]z—
Mr. Post; [3,066] — Ms. Puckett; [21,511] — Mr. Bgi [4,212] — Mr. Goff; [31,309] — Mr. Cole; andl®#37] — Mr. Mueller’'s QSIP.
Participants in these plans are entitled to ditleetvoting of their plan shares, as described éatgr detail elsewhere here

(2) Reflects (i) for all shares listed, unvestedrsk of Restricted Stock over which the personshstde voting power but no investment
power, and (ii) with respect to our performanceedohasestricted stock granted in 2010 and 2011, timeber of shares that will vest if we
attain target levels of performant

(3) Reflects shares that the person has the right¢dquire within 60 days of the record date purst@options granted under our incentive
compensation plans; does not include shares ttgditrhe issued under restricted stock units if @rfggmance exceeds target levi
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(4) None of the persons named in the table benefictallgs more than 1% of the outstanding Common Sharesshares beneficial
owned by all directors and executive officers ggaup constituted [ — ]% of the outstanding ComnStrares as of the record date (in
each case calculated in accordance with ruleseoS#C assuming that all options or units listethentable have been exercised for or
converted into Common Shares retained by the edip

(5) Includes [202] shares held by Ms. Puckett as ciestoftbr the benefit of her childre

(6) Includes [6,383] plan shares beneficially held by ®ole's wife, one of our former employees, in her accoumider our qualified 401(l
plan, as to which Mr. Cole disclaims beneficial @rship.

(7) Term will end at the meeting. S“Election of Director¢”

(8) Includes [955] shares held by Ms. Boulet as custofiir the benefit of her childre

(9) Includes [7,445] shares subject to being pledgeskasrity under a margin accou

(10) Includes [Y ] shares held in a revocable trust, as to which Mirubl has voting and investment pow

(11) Includes [5,000] shares held by a private chartdblindation, as to which Mr. Zimmel is a trusi

(12) Includes (i) [6,383] shares held of recordeneficially by the spouses of certain of theséviddals, as to which beneficial ownership is
disclaimed, and (ii) [1,157] shares held as custodior the benefit of children of such individue

COMPENSATION DISCUSSION AND ANALYSIS

In this CD&A, we first summarize our Compensatioon@nittee’s recent actions, as well as its genamalpensation philosophy, its
commitment to “pay for performance” compensatiard &s compensation and benchmarking practicesthéte describe our various elements
of compensation in detail. Finally, we discuss étad our compensation decision-making processvanidus other compensation-related
matters.

2011 Executive Compensation Highlights

On July 15, 2011, we completed the last of thraegformative mergers that increased our revenues¢ry600% in just over two years.
Over the past year, the Compensation Committeestmton adapting our executive compensation progranhe far larger and more complex
organization resulting from these mergers. Whike@ommittee determined that it was not appropt@mtaake major compensation changes in
2011, the Committee did adopt a new peer grouadened the compars/bonus targets and took the other steps outlismhbto adjust to th
company’s rapid growth.

As explained further below:

* Notwithstanding our management te's active engagement in integrating Embarq intoaparations and acquiring Qwest and
Sawvis, our revenue growth, cash flow growth, EBA§rowth and return on investment over the past ane three-year periods
substantially exceeded those of our peers, asslisdufurther below und* — Pay for Performanc”

» During 2011, upon the recommendation of managementeft executive salaries unchanged from 2!

* Upon the recommendation of management, we lefegacutive’ 2011 target annual incentive bonus opportunitiehanged fron
2010, and broadened the scope of our performanget$ato better match our strategic go

» With respect to our executiv’' 2011 lon¢term equity incentive compensation, we (i) grarderds with fair values unchang
from 2010, (ii) deferred the payment of all asstadedividends until the underlying award is earaad (iii) capped the maximum
payment at 100% of target levels in certain circtamses
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Effective January 1, 2011, we restructured our gkeasf control agreements to (i) prospectively redcash severance benef
(i) eliminate tax “gross-up” payments and (iii)tstiantially narrow the circumstances and time fraoreder which benefits are
payable

During 2011, we continued to link the substantiajanity of our executive compensation to our perfance

Our Compensation Philosophy
We compensate our senior management through afrppograms designed to be market-competitive aschfly-responsible.

Our executive compensation programs are designed to

provide performanc-based reward opportunities that support growthiandvation without encouraging excessive r

reinforce our business objectives and our creaifdang-term shareholder value by making substaatizounts of our executives’
compensation dependent upon attaining these ¢

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

attract, retain and motivate key executives by joliog competitive compensation with an appropriatg of fixed and variabli
compensation, sh-term and lon-term incentives, and cash and eg-based pay

recognize and support outstanding contributionsrasadilts,
manage cost and share dilution, i

whenever possible, promote internal equity by d@fgthe same compensation to executives whom weatxp make roughl
equivalent contributions

In the next two sections, we further explain (if cammitment to pay for performance compensatiagmms and (ii) other practices we
use to achieve our above-referenced compensatias.go

Pay for Performance

We believe that a significant portion of our exéges’ compensation should be payable only when meriteguioyperformance. Current
all of our executives’ annual bonus compensatiahtaif of their long-term equity incentive competisa is payable only if we attain certain
specified goals, thereby placing a substantialipomf executive compensation at risk. The othéfr éfeour executives’ long-term equity
incentive compensation is currently paid in timetee restricted stock, the value of which is dependn our performance over an extended
vesting period designed to create additional ingeatfor our executives to focus on sustainablegiterm growth.

35



Table of Contents

As part of the Compensation Committee’s assessofdéhe executives’ performance, it requested itependent consultant to measure
CenturyLink’s performance against its peer group discusseavid®sed on eight separate metrics (growth in reegneash flow, EBITDA an
diluted earnings per share; return on equity, itmest and capital; and total shareholder returey @ne and three-year periods. Reviewing
data on these metrics, the consultant determirstdenturyLink:

» scored at or near the 100th percentile of this giouevenue growth, cash flow growth, EBITDA growand return on investme
over the on- and thre-year periods, an

* in addition, ou-performed the 5thpercentile of this group in a fifth metric (totddaeholder return) over the th-year period

The Committee also noted that:

* CenturyLink's acquisition of Embarg, Qwest and Savvis betwegnl] 2009 and July 15, 2011 increased our reveonver 600%
in just over two years, as hoted abc

» CenturyLink ou-performed its strategic revenue target used a®btie performance goals to set manage’s 2011 annue
bonuses, as discussed further below,

* We accomplished this strong operational performahuoeg a year in which our management team wasgekgtengaged in
integrating Embarq into our operations and acqgi@west and Savvi:

For further information on the performance goalsaed by our Compensation Committee, see belovAfirual Incentive Bonuses” and
“— Long-Term Equity Incentive Compensation.” Foom information on our recent financial performarsmeAppendix Bo this proxy
statement.

Our Compensation Practices

To assist us in achieving our broad compensatiasgave apply the following practices (many of whare described further elsewhere
below):

*  We weigh variable compensation for our senior ettees heavily towards long-term incentives to al@mpensation with
sustained shareholder retur

* Incentive awards are contingent on achieving tartfedt are established and approved by the Comii@m&ommittee at th
beginning of the applicable performance period.a¥iards are assigned thresholds that define a mimitavel of achievement
before they are paid, and all award payments grpezhat 200% of targe

» The Compensation Committee is comprised solelyna@épendent directors. The Committee’s independamdidtant, Hay Group,
provides no other services to us and has no pelationship with any of our named executive offi

» The peer group of companies used to benchmarkx@aoudve compensation levels is carefully reviewaeteast annually by the
Compensation Committee with input from its indepamctonsultant. Changes to the peer group requinepénsation Committee
approval.

36



Table of Contents

To help us assess the competitiveness of our Etipes, we benchmark each element of compensagiaimst the 50th percent
of compensation paid to peer executi\

The Compensation Committee annually reviews oucetkee and broad-based compensation programs ¢ordigte whether they
encourage behaviors that are excessively r

In connection with determining the amounts of cenfprmance-based incentive compensation, we seelototor the
reasonableness of these programs by comparingtiregate amount of compensation potentially paytideeunder to the total
amount of shareholder return or value created byeviof attaining targeted levels of performar

We require our officers and directors to retaimngai§icant investment in our shares under stock esship guidelines describt
further below.

We structure awards to be subject to the risk défture if the executive quits or engages in deg#mtal activity, and we separately
maintain an expansive policy to recoup compensa@rned as a result of fraudulent or illegal comc

Under our insider trading policy, all employees jarehibited from speculating in our securities ngaging in transactions designed
to hedge their ownership interes

During the past several years, we have also:

eliminated tax gro-up payments to our outside directors under ourwiee physical progran
eliminated tax gros-up payments on our st-dollar insurance policies for executivi

eliminated the payment of dividends on unvestettioésd stock

eliminated our practice of making separate casimgays in lieu of providing prior perquisites, ¢

discontinued our supplemental executive retirerpéan, and froze benefit accruals under our deflvekfit plans for non-
represented employee

Use of Market Data

We strive to provide total compensation, when teegéevels of performance are achieved, approximatehe median of pay levels
provided by a designated group of peer companiestse by our Compensation Committee. We belieaé flaying executive compensation at
competitive levels allows us to attract and retalanted executives, while also enabling us to taaire competitive cost base with respect to
compensation expense.
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Based on input from its compensation consultaetGbmpensation Committee used the following tao®011 to benchmark the
compensation of our executives against individwdde work in similarly-situated positions at comgaleacompanies:

» survey data compiled by the compensation consutiamiaining compensation information about a bn@edje of public companies
generally similar in size to us, a

» compensation data publicly disclosed by the folluyvi4-company peer grou,

DirecTV Group Inc Time Warner Cable In¢

Sprint Nextel Corp Dish Network Corp

Liberty Global Inc. Cablevision Systems Cor
Comcast Corg Telephone & Data Systems Ir
Level 3 Communications In US Cellular Corp
Windstream Corp Metropcs Communications In
Global Crossing Ltd Frontier Communications Cor

This 14-company peer group is the same as thegoeep we used in 2010, except that we replaced Qiwésch we purchased) with
Sprint Nextel and Charter Communications (which plated a bankruptcy reorganization in 2009) withmcast.

In 2010, the Compensation Committee took initiapstto construct a new peer group that would betteespond to our size, complex
and prospects following the recent mergers. The pesv group, which was formally adopted by the Cdttesnin November 2011, replaced
five of the above-listed peer companies with siwmempanies. Although during early 2011 the Conemifprimarily used the above-listed 14-
company peer group, it also to a lesser degreehbesred the compensation of our executives agtirgtew 15-company peer group.

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

Elements of Compensation
Our executive compensation for 2011 had four keyneints:
» annual cash sala
» annual cash bont
» long-term incentive awards, consisting of t-vested and performar-based restricted stox
* benefits under employee or executive benefit progt

With respect to each component of compensatiorgemerally seek to pay compensation at the 50trepéte of compensation paid to
comparable employees at other companies withirpear group and as compared to broader survey data.
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The following table illustrates how our named exaauofficers’ 2011 target compensation was alledeamong the three main
components of recurring compensation.

Equity
Cash Compensatic Compensatio
% from % from % from
ShortTermr Long-Term
Title Salary Incentives Incentives
CEO 15% 19% 66%
Other Named Officer® 22% 18% 60%

@ Reflects only named officers employed throughouit12

2011 Target Compensation
100%
0%
B0%
T0% - LTI, 66% LTI, 60%
60%
0%
40%
30% - STI, 18%
20% | STI,19%
e -
CEQ Other Named Officers

Each element of our 2011 compensation is discuss#ter under the headings below. In each casee inéormation on how we
determined specific pay levels is located undethigding “ — Our Compensation Decision-Making Pssce

Salary

In early 2011 the Committee determined that thecetkees’ then-prevailing salaries remained gengiiallalignment with their targeted
50th percentile salary levels based on data cochpiyeits compensation consultant. The Committeepted managemestrecommendation
maintain the salaries of each of our executivecef without change.

In February 2012, the Committee determined thaeiteeutives’ salaries were lower, and in certasesasignificantly lower, than the
50th percentile salary levels of peer executivaseld on data that reflected our recent growths€eeral reasons, management recommended
that executive salaries should nonetheless rermaihanged. The Committee accepted this recommemdatio believes it will need to
eliminate these shortfalls in compensation levethiwthe next couple of years to ensure that then@any’s executive compensation levels are
commensurate with the executives’ heightened respilities to manage a far larger and more complaxpany.
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Annual Incentive Bonuses

General. We award annual cash bonuses to key employees lpasperformance objectives that, if attained,reasonably be expected
to (i) promote our business objectives, (ii) maimtar increase our long-term shareholder value(@aaorrespond to those paid to similarly-
situated executives at comparable companies. Wertly offer annual incentive bonuses to approxétyal 2,650, or 28%, of our employees.

The 2011 bonuses paid to our named executive offizere calculated as follows:

Actual
Award
Corporate as%o
2011 Bonus Performance ¢
Named Officel Salary x Target¥ X @) = Bonus(® Salary
Glen F. Post, Il
Chief Executive Officer and Preside $1,020,80! 125% 96% $1,224,96! 120%
Karen A. Pucket
Executive Vice President and Chief Operating Off 663,90( 85% 96% 541,72( 82%
R. Stewart Ewing, Ji
Executive Vice President and Chief Financial Offi 598,80( 85% 96% 488,59: 82%
James. E. Ousle
Chief Executive Officer, SAVVIS Operations,
President- Enterprise Markets Grou 550,00( 11C% 92% 257,703 47%
David D. Cole
Senior Vice President — Controller and Operations
Support 435,40( 65% 96% 271,67" 62%

@ Calculated as discussed below ur* — Corporate Target Percents”

@ The Committee has discretion to reduce the amoayulge to the executive officers in accordance Witk calculation, but choose not
with respect to these 2011 bonus

@ As discussed further below, this amount (i) refietie incentive bonus paid by CenturyLink to Mrs®y with respect to Sawvis’
performance between July 16, 2011 and Decembe&@1l,, (ii) includes a downward adjustment to rdftee fact that Mr. Ousley serv
CenturyLink for only 46.3% of the year, and (iiRatudes bonus payments relating to service pregethie Savvis merger on July 15,
2011. For more information, see the Summary CongiensTable appearing belo

These bonus amounts are reflected in the Summamp€wsation Table appearing below under the coludon“Equity Incentive Plan
Compensation.”
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Bonus Target PercentagesDuring the first half of 2011, the Compensaticon@nittee sought to coordinate the annual bonusranog
for incumbent CenturyLink officers and incumbent €3wvofficers who continued to serve following therihl, 2011 merger of CenturyLink
and Qwest. To this end, the Committee deferredbsiténg bonus targets until the second quart&Qdfl to enable it to grant all 2011 bonus
awards to incumbent CenturyLink and Qwest offiaesisg the same parameters. In connection with ksttéty target bonus opportunities for
2011 (expressed as a percentage of salary), thenttea used the same target percentages used intB0CenturyLink with respect to its
incumbent officers and by Qwest with respect tarnitsimbent officers. Subject to differences in shigtorical target percentages, the
Committee also attempted to promote internal ecauity teamwork by applying the same target bonusepéage to groups of executives with
similar responsibility levels.

During 2011, the Compensation Committee determthatlit was necessary to broaden the scope ofrtheah bonus performance targets
to more closely align them with our strategic ohijexs and the growing scale and complexity of ausibess. Following several months of
discussion, in early June 2011, the Compensationmitiee elected to base 90% of the senior office@d’l annual incentive bonuses on
whether we obtained “minimum,” “target” or “maximdntreshold levels of the following financial godts the period commencing April 1,
2011 (the date we acquired Qwest) and ending oember 31, 2011:

Performance Level®) (in millions)

Corporate Goe Minimum Target Maximumr
Operating Cash Floy® $5,42¢ $5,715® $ 6,00(
Legacy Revenu® 6,32( 6,55( 6,77¢
Strategic Revenu® 5,027 5,21(C 5,392

@ For the period commencing on April 1, 2011 and rgdin December 31, 201

@ Represents operating income plus depreciation aruitization expense

@ Represents the midpoint of a target that ranges $6,686 million to $5,743 millior

@ Represents revenue generated from local voice sdices, long distance and other services as regpantour publicly-filed financial
statements; excludes switched access reve

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

With respect to our operating cash flow targegiathent of less than 95% of the target amount“ftiiaimum” performance level) was
designed to result in no bonus payment, and atemmf more than 105% of the target amount (theximam” performance level) was
designed to result in twice the bonus payable tiairsing the target level of performance. With respto each of our revenue targets, attain
of less than 96.5% (the “minimum” performance I@élthe target amount was designed to result ibarwus payment, and attainment of more
than 103.5% of the target amount (the “maximumf@enance level) was designed to result in twiceltbeus payable for attaining the target
level of performance. In all cases, we adjusteddt@mounts to eliminate the effects of extraorgimamon-recurring transactions in
accordance with procedures further described below.
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For purposes of calculating the aggregate bonusipat; the following goals were weighted as follows:

* Operating Cash Flo 50%
* Legacy Revenu 20%
e Strategic Revenu 20%
* Integration Achievemer 10%

Bonuses payable with respect to “synergy attaintngate based on the Compensation Committee’s stibgeassessment of our success
in attaining conversion, synergy and other inteégramilestones established by management in coimmesfth combining the operations of
Embarqg, Qwest and Sawvis into our operations. Algfiothe Committee generally prefers to base borusebjective performance goals, it
determined to utilize subjective assessments aktlsgnergy milestones for purposes of the 2011 dmmprincipally because measuring suc
was too dependent on future events and too conplagply fixed objective goals.

The Committee selected these 2011 metrics bechagebrrelate strongly with our strategic objectifer the following reasons:

» Strong operating cash flow enables us to, amongr atfings, fund capital initiatives to expand ousimess opportunities, to pay an
attractive dividend, and to meet our debt obligai

* Maximizing our legacy revenues permits us to resaimle and financial resources as we explore o#fivenue source

» Strategic revenue growth promotes our strategiedatbje of identifying new or growing revenue sowrdesigned to offset
anticipated decreases in our legacy rever

» Successfully implementing the integration of reeatquired companies into our operations is @itto our ability to fully realizt
the benefits of these merge

Following our acquisition of Savvis on July 15, 20bur Compensation Committee separately awardstt t@usley the opportunity to
earn a bonus with respect to the period betweanl$)l2011 and December 31, 2011. The Compens@tommittee elected to base 60% of
this bonus on Savvis’ revenues over this period,40% on Savvis’ adjusted net EBITDA over this pdridefined as income from continuing
operations before depreciation, amortization, ammeand equity-based compensation, excluding aitipn and integration costs and certain
other non-recurring items. These metrics are theesas those used prior to the Savvis merger byiSamdependent compensation committee
to establish bonuses for Savvis’ executives, inagithe bonus paid by Savvis to Mr. Ousley for pleetion of 2011 preceding the merger.
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Corporate Target Percentageln February 2012, the Compensation Committeeereed management’s assessment of the company’s
performance during the last nine months of 201doaspared to the targets established in June 20thlrespect to each of our executive
officers other than James E. Ousley. Based orptbicess, the Committee determined that the aggregt of attaining these goals (referred to
in the table below as the “Corporate PerformancgedPgage”) was 96%, calculated as follows:

Corporate
Performanc
Percentage Payc Weighting

Percentage

Relating to Goa X Factor = Component
Operating Cash Floy 72.(% 50% 36.(%
Legacy Revenu 80.(% 20% 16.(%
Strategic Revenu 145.(% 20% 29.(%
Integration Achievemer 150.(% 10% 15.(%
Corporate Performance Percent 96.(%

In February 2012, the Committee also reviewed mamamt's assessment of Savvis’ performance for ¢éneg between July 16, 2011
and December 31, 2011, as compared to the targfatislished following the Savvis merger. The Comemrittletermined that Savvis had attal
98% of its revenue target of $542.9 million (weggghtat 60%) and 91% of its adjusted net EBITDA tacdeé5148.6 million (weighted at 40%),
which resulted in a Corporate Performance Percerté§2% applicable to Mr. Ousley’s bonus for teeand half of 2011.

Negative Discretion Each year, the Committee retains the right téaterially reduce, without forfeiting favorable taeatment of our
bonus payments, the amount of the executives’ lEmaalculated using the processes described abtheeCommittee believes for any reason
that it is unwarranted to pay such amount to amgllasf the executives. With respect to the 201ausopayments, the Committee determined
that there was no basis for effecting any suchataios.

Non-Executive BonusesCompared to our executive officers, the remairderur senior officers have more diverse and imlialized
sets of performance goals. When an officer or mankgs responsibility for a particular businesg, wivision or region, the performance goals
are typically heavily weighted toward the operasibperformance of those units or areas. Other iddals may receive individual performance
goals. Depending on the level of seniority, thesividuals may also receive a portion of their bobased on overall corporate performance.
As discussed below under the heading “- Our Conmgtérs Decision-Making Process,” the CEO approvespérformance goals of
substantially all of the non-executive officers anthe general supervision of the Compensation Citiern

Long-Term Equity Incentive Compensation

General. Our shareholder-approved long-term incentive cemsgtion programs authorize the Compensation Cdeertid grant stock
options, restricted stock, restricted stock unitd garious other stock-based incentives to keygrersl. We believe stock incentive awards
(i) encourage key personnel to focus on our lomgrggerformance, (ii) strengthen the relationshipween compensation and growth in the
market price of the Common Shares and thereby aligmagement’s financial interests with those ofstha@reholders and (iii) help attract and
retain talented personnel. During the first hal6f2, we intend to offer lontgrm equity incentive compensation awards to agprately 615
or 1%, of our employees.
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Typically we grant equity awards in the first qearof each year. In 2011, we deferred our execuipety grants until May 2011, which
enabled us to make grants pursuant to our new EQuity Incentive Plan authorized the previous wieglour shareholders.

2011 Executive Grantsin May 2011, the Committee granted the followmgnber of restricted shares to our named execauffieers:

No. of
Performanc
No. of
Time-Vestec Based
Restricted Restricted Total Fair
Named Officel) Shares Fair Value(®) Share:®) Fair Value(® Value @
Glen F. Post, Il 52,707  $2,200,00 52,707 $2,200,000 $4,400,00!
Karen A. Pucket 22,99¢ 960,00( 23,00( 960,00( 1,920,001
R. Stewart Ewing, Ji 17,82¢ 744,00( 17,82¢ 744,00( 1,488,001
David D. Cole 13,22¢ 552,00( 13,22¢ 552,00( 1,104,001

@ For information on grants to James E. Ousley, vaiteeid us as an executive officer on July 15, 2pldase see the paragraph below
table.

@ For purposes of this chart, we value both timeasind performance-based restricted shares bypiyirty the number of shares granted
to the executive by the 15-day volume-weighted agerclosing price of our Common Shares prior togtfaat date. In the Summary
Compensation Table, however, our performance-bastdcted shares are valued as of the grant @etedoon probable outcomes as
required by SEC rules. See footnote 1 to the Sumi@ampensation Table for more informatis

@ Based on the number of restricted shares grantsthin2011. As discussed further below, the actuahier of shares that vests in
future may be lower or highe

On October 7, 2011, the Committee granted to J&né&xrisley the following number of shares of timsted restricted stock for the
following purposes:

No. of
Time-Vested
Type of Gran Restricted Shar: Fair Value (1)
Normal Annual Incentive Grai 81,30¢ $2,665,99!
Retention Gran®) 33,547 1,100,001
114,85: $3,765,99

@M Based on the closing trading price of $32.79 of@ammon stock on October 7, 20:

@ Represents an amount of shares equal in value tethricted stock granted to Mr. Ousley by Sairvisarly 2011 prior to it being
acquired by CenturyLink

@) Represents a grant under the retention prograntileddelow unde* — Retention Grant”

To further incentivize the Savvis executives to aamemployed with us during the integration of Saveperations into ours, we elected
to accelerate the granting of the Savvis executivesnal 2012 incentive grants from early 2012 tct@ber 2011. As such, we do not intend to
issue any additional equity grants to Mr. Ouslesirty2012.
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For more information on these grants, please skesvi&xecutive Compensation — Incentive Compensasind Other Awards.”

Amount of Awards. Each year, the Committee generally determinesitteeof equity grants, expressed in dollars, basetthe recipiens
responsibilities, performance and duties, and &rimation furnished by the Committee’s compensationsultant regarding equity incentive
practices among comparable companies.

In determining the size of each officer's 2011 ¢gréme Committee reviewed market data regarding-tenm incentive compensation p
to comparable executives at companies includeddrbenchmarking data compiled by the independergudtant. Based on this data, the
Committee elected to grant long-term equity awavitls a total fair value equal to the total fair walof our 2010 long-term incentive awards.

In establishing equity award levels, we review ¢heity ownership levels of the recipients and pawards, primarily to determine if our
executives continue to retain adequate equity invento remain employed with us and to maximizefature performance. We further belit
each annual grant of long-term compensation shmaitth prevailing market practices in order for compensation packages to remain
competitive from year to year, and to mitigate tis& of competitors offering compensation packagesur executives that have superior long-
term incentives.

Types of Awards We strive to pay equity compensation in formg thiaate appropriate incentives to optimize perfomoe at reasonable
cost, that minimize enterprise risk, and that amagetitive with incentives offered by other compgemiSince 2008, the Committee has elected
to issue all of our long-term equity compensaticengs in the form of restricted stock for a variefyeasons, including the Committee’s
recognition of the growing use of restricted stbgkour peers and its desire to minimize the dilugssociated with our rewards. The
Committee also considered the retentive value sificted stock under varying market conditions, #iredloss of accounting advantages
formerly associated with stock options. In an dfforincrease the link between our performanceexatutive compensation, since 2010 the
Committee has issued half of the value of the etkegsi long-term awards in the form of performarzesed restricted stock, with the other
being in the form of time-vested restricted stock.

For information on the vesting terms of our eqaityards, see “Executive Compensation — Incentive g&msation and Other Awards —
Outstanding Awards.”

Dividends. In 2011, the Committee determined that all dimidte paid with respect to restricted stock awarasilshbe paid to the
recipient only upon the vesting of the award. liopyears, some or all of these dividends were paidently.

Retention Grants

Qwest Merger. As contemplated under our merger agreement with<) we implemented in mid-2010 a retention progdesigned to
ensure that over 200 of our top officers and marslgad adequate incentives to remain employedusitthrough completion of the Qwest
acquisition and the critical period of integratibiereafter. In August 2010, the Committee made dsvander this plan to our executives. Of
total grant date value of these awards, 100% @rctdse of the CEO) or 75% (in the case of all otlerutives) was composed of equity gra
which are reflected as 2010 compensation in ourrBaim Compensation Table.
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Other than our CEO, our executives received 25%@fjrant date fair value of their 2010 retentioangs in the form of a deferred cash
award. Recipients of deferred cash awards recdiadf their cash payment on April 1, 2011, thesahg date of the Qwest acquisition, and
the other half on April 1, 2012, provided they rémeal employed by us on such dates. See our Sum@manpensation Table for more
information.

Sawvis Merger. As described further below under the headingOther Benefits — Retention Programs,” Savvis eihbt retention
programs for its key personnel and executives imeotion with the Savvis merger. As part of Saveigcutive retention program, in late 2(
James E. Ousley received (i) a grant of 33,54 7eshairrestricted stock, as described further albover the heading “ — Long-term Equity
Incentive Compensation — 2011 Executive Grantsd, @ha deferred cash award of $825,000, which el paid in a lump sum on
December 31, 2012 if he remains employed through gate (subject to accelerated payment in cesfagified circumstances). Mr. Ousley’s
restricted stock awards are reflected as 2011 cosgten in our Summary Compensation Table. UndeStEC's rules, Mr. Ousley’s deferred
cash payment is not reportable as compensatioariSemmary Compensation Table unless and untilipa2®12.

Other Benefits

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

Retirement Plans We maintain one or more traditional qualifiedidefl benefit retirement plans for most of our ergpks who have
completed at least five years of service, plusammore traditional qualified defined contributid@1(k) plans for a similar group of our
employees. With respect to these qualified plamsmaintain nonqualified plans that permit our aficto receive or defer supplemental
amounts in excess of federally-imposed caps that the amount of benefits highly-compensated eygss are entitled to receive under
qualified plans. When we assess overall compemshgiels for our senior management, we review theelits expected to be received under
these retirement plans, but primarily focus onldisthing compensation programs that are competititle our peers. Additional information
regarding our retirement plans is provided in ti@ds and accompanying discussion included belaethe heading “Executive
Compensation.”

Effective January 1, 2011, we changed the retir¢renefits that we offer to our employees as plouo ongoing process to align
overall benefits for our legacy Embarq and Centinglemployees. In addition to changes to the béneffered under certain of our 401(k)
plans, we froze benefit accruals under our defletkfit pension plans for naepresented employees as of December 31, 2010e Thasge
align our retirement benefits closer to those effidoy our competitors, many of whom have previoeslgcted similar changes over the past
several years.

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

Effective January 1, 2011, the Compensation Coremitestructured these predecessor agreementssgzeptively reduce benefits to
more closely align them with current market praegidf

46



Table of Contents

triggered, benefits under the restructured agre&necdude payment of (i) a lump sum cash severgagenent equal to a multiple of the
officer’'s annual cash compensation, (ii) the offis@annual bonus, based on actual performancetengdrtion of the year served, and
(iii) certain continued welfare benefits for a lted period.

We believe these benefits enhance shareholder bakmuse:

» prior to a takeover, these protections help ugtouit and retain talented officers and to helpni@n the productivity of oL
workforce by alleviating concerns over economiausigg, and

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

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

The table below shows, both for the original agreets and the restructured agreements, (i) theHesfghe “protected period” afforded
to officers following a change of control and (e multiple of salary and bonus payment and yetweelfare benefits to which officers will t
entitled if change of control benefits become péyalmder such agreements and related policies:

Original Arrangement Restructured Arrangemer
Multiple of Years of Multiple of Years of
Protected Annual Cash Welfare Protected Annual Cash Welfare
Period Compensatia Benefits Period Compensatia Benefits
CEO 3 year. 3 times 3 year: 2 year: 3times 3year
Other Executive 3 year 3 times 3 year 1.5 year 2times 2year
Other Officers 1-2 year® 1-2 time«®  1-2 year® 1yea 1 time 1yea

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

The recent restructured agreements also prosphctive
» eliminated the prior right of executives to be reursed for taxes imposed as a result of receivting thange of control benefi

« eliminated the prior right of executives to unitatéy request full payment of their severance bisefuring “window periods”
arising one year after a change of control, regasibf whether the executive had been adverselgdtag by the transaction, a

« narrowed the rights of executives to claim thaythave“good reasc” to resign with full severance benefi
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Completion of the Embarg merger constituted a charfgontrol of CenturyLink, as defined under oteqecessor change of control
agreements. In connection with the Embarq merdlesf €enturyLink’s named executive officers agrdedvaive some, but not all, of their
rights under their predecessor change of contn@eagents, which continue to govern their righthwéspect to the change of control resulting
from the Embarq merger. Our directors also waiwertiain rights to accelerated vesting of their @rtding equity awards in connection with
the Embarq closing. For more information on thesé/ers and certain benefit plan amendments impléadein connection with the Embarq
acquisition, please see our April 5, 2010 proxyesteent.

For more information on our change of control agements, see “Executive Compensation — Potentiahifation Payments Rayment:
Made Upon a Change of Control.”

Severance BenefitsUnder his amended employment agreement date@@bpt 2, 2011, James E. Ousley is entitled to coatio
receive his salary for 18 months if we terminata iithout cause or he resigns with “good reastmdier these circumstances, Mr. Ousley
also be entitled to receive accelerated vestingobutstanding equity awards, accelerated payofenis cash retention award described above
under the heading “ — Retention Grants — Savvisgélgérand a pro-rated portion of his annual bonak;udated by extrapolating our full year
performance based upon our performance througtigtesof termination.

Historically, we have paid severance benefits te-nnion fulltime employees who are terminated in connectioh witeduction in forc:
The amount of any applicable severance paymenbasead on the terminated employee’s tenure witmdsadllingness to waive claims, and
could range from two to 52 weeks of the terminaegbloyee’s base salary or wages. During 2011, wsidered the possibility of adopting a
replacement severance plan that would provide aecerbenefits to our officers who are terminatetihénabsence of a change of control
transaction. During 2012, we expect to continues@®ring the adoption of a replacement plan thighalour severance benefits closer to those
of our peers.

In early 2012, we adopted a policy requiring useek shareholder approval of any future seniorgikerseverance agreements
providing for cash payments, perquisites and acatdd health or welfare benefits with a value gretttan 2.99 times the sum of the
executive’s base salary plus target bonus.

Retention Programs In connection with the Embarq merger, CenturylLamki Embarq both adopted retention programs thatgash
awards to various employees who agree to remairiognegb for certain specified periods to assist whith post-closing integration of the
companies. Executive officers did not participat¢hiese programs.

For similar reasons, both CenturyLink and Qwesipéehb retention plans after entering into the Qwaestger agreement. As noted above,
our executive officers received awards in Augugt®0nder the retention plan we implemented in cotioie with the Qwest acquisition.
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In connection with being acquired by us, Savvispaed a broad-based retention program in which leggnnel (excluding Savvis’
executive officers) received a combination of cast restricted stock awards that vested over tBhertly after the Savvis merger, six of
Savvis’ executives, including James E. Ousley,iveckcash and restricted stock awards under a atepaxecutive retention program. For
additional information about Mr. Ousley’s retentiawards, see “ — Retention Grants.”

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

Under our aircraft usage policy, the CEO may useaineraft for personal travel without reimbursiag, and each other executive officer
may use our aircraft for up to $10,000 per yegrdrsonal travel without reimbursing us. In all sealses, personal travel is permitted only if
aircraft is available and not needed for superggtirsiness purposes. For purposes of valuing gradtieg the use of our aircraft, we
determine the incremental cost of aircraft usagarohourly basis, calculated in accordance witHiegple guidelines of the SEC. The
incremental cost of this usage, which may be sukistly different than the cost as determined uralernative calculation methodologies, is
reported in the Summary Compensation Table apmphetow. Each year the Compensation Committeevese report on the personal ust
aircraft by senior management, and determines wehethnot to alter our aircraft usage policy in avay. In early 2012, the Committee elected
to retain our aircraft usage policy. In connectidgth making this election, the Committee determitteat the policy was (i) providing valuable
and cost-effective benefits to our executives iagith a small city with limited commercial airlirservice and (ii) enabling our executives to
travel in a manner that we believe is more expealtithan commercial airline service.

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

Most years, we organize one of our regular boardtimgs and related committee meetings as a “badrdat” scheduled over a long
weekend, typically in an area where we conductatpers. The spouses of our directors and execoffieers are invited to attend, and we
typically schedule recreational activities for thagho are able and willing to participate.

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

In addition, in connection with our merger with S8y we amended and restated Mr. Ousley’s employmgreement, which, in both its
original and current form, commits us to reimbuvée Ousley for workrelated expenses associated with traveling betlieseimome in Sedon
Arizona and Savvis’ principal office in St. LouMjssouri, plus tax gross-ups to the extent thostscavere taxable to him.
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For more information on the items under this hegdéee the Summary Compensation Table appeariog/bel

Other Employee BenefitsWe maintain a stock purchase plan that enablest af@ur employees to purchase Common Shares on
attractive terms. We also maintain certain broaskdeemployee welfare benefit plans in which thecetiee officers are generally permitted to
participate on terms that are either substantgtfhilar to those provided to all other participaotsvhich provide our executives with enhanced
benefits upon their death or disability. We alsantean a supplemental disability plan designedrsuge disability payments to our officers in
the event payments are unavailable from our diggliilsurer.

Our Compensation Decision-Making Process

Role of Compensation Committed he Compensation Committee of our Board estaddisimplements, administers and monitors our
executive compensation programs, subject to thedBoaversight. Specifically, the Committee (oridbbsommittee thereof) approves the
compensation payable to each executive officewedkas any other “senior officer” as defined ie tBommittee’s charter.

As described further below, the Compensation Cotesit compensation decision-making process reqaigeseful balancing of a wide
range of factors, including:
» the group and individual performance and respolits#si of our executives
» the competitive compensation practices of otherpaomes
» the performance of our company in relation to cegrg and our internal goa
» the risk characteristics of our compensation pnogaanc
» our strategic and financial imperativi

Except with respect to variable compensation, tomRittee has not historically used quantitativerfolas to determine compensation or
assign weights to the various factors considered.

The Compensation Committee also establishes, imgi&snadministers and monitors our director cashemuity compensation
programs.

Since acquiring Embarqg, Qwest and Savvis over #s¢ @ouple of years, the Committee has focusedrgnen comprehensively
reviewing our compensation philosophy, strategieticies and practices to ensure they:
e are appropriate for the larger combined comp
« further link our pay to company performan
« further reflect prevailin¢‘best practice” and
» reduce differences in the prior pay practices efgiredecessor compani
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Role of Compensation ConsultantsSThe Committee engages the services of a compensansultant to assist in the design and review
of executive compensation programs, to determinetindr the Committee’s philosophy and practiceseaesonable and compatible with
prevailing practices, and to provide guidance aecjt compensation levels based on industry tremdbspractices.

The Committee has used Hay Group as its compensatitsultant since September 2010. Throughout 204y Group actively
participated in the design and development of aacetive compensation programs, and attended #tleoCommittee’s meetings. Hay Group
provides no other services to us, and has no plationship with any of our named executive office

Review ProcessEach year, the Committee and its consultant esetimarking data to determine median amounts afysannual
bonuses and equity compensation paid to executiveparable to ours. In determining how much to cemspte each officer, the Committee
also extensively reviews a wide range of otherdiagttypically including:

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

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

« the role the officer plays in maintaining a cohesiwanagement team and improving the performanohefs,

» the role the officer may have played in any reestitaordinary corporate achievemel

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

» the office’s prior compensation in recent years and, to aduinilegree, his or her accumulated wealth undeprmgrams

» the financial communit's assessment of managen’s performance, ar

» therecent and lo-term performance of CenturyLin

In assessing our performance, we typically review krarious measures of our financial performantstedo amounts previously

projected by us or market participants, as wethasesults of peer telecommunications companiesalsb assess operational benchmarks,
such as our access line losses or customer growgiation to our competitors. Although we asseshefficer’s individual performance in
connection with establishing all components of cengation, we typically weigh this factor more h&afar salary determinations and less

heavily for incentive compensation, which tend éodtlocated among the officers primarily on theida$their level of responsibility and pay
grade.

Each year, we compile lists of compensation ddtding to each of our executives. These “tally $sieimclude the executive’s salary,
annual cash incentive award, equity-based compensaerquisites, pension benefit accruals andratbmpensation. These tally sheets also
show the executives’ holdings of our Common Sharesaccumulated unrealized gains under prior edpased compensation awards. The
Compensation Committee uses these tally sheeisreview the total annual compensation of the etige officers, (ii) assess the executive
officers’ wealth accumulation from our compensatiwagrams and (iii) assure that the Committee hamgprehensive understanding of our
compensation programs.
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Annual Bonus Procedures With the assistance of management and its comagiensconsultant, the Compensation Committee s@isd
targets annually, and, under special circumstamese frequently than annually. For several yetiiess Committee has administered our annual
bonus program substantially in the manner outlisealve under “ — Annual Incentive BonuseBtie Committee is responsible for approving
each year (i) the performance objectives, (ii)“theimum,” “target” and “maximum” threshold levets performance, (iii) the weighing of the
performance objectives, (iv) the amount of bonugpée if the “target” level of performance is attad and (v) the finally determined amount
of the bonus payments. Upon completion of the figear, our actual operating results are adjustexttordance with the Committee’s long-
standing written procedures designed to eliminageetfects of extraordinary or non-recurring tratises that were not known, anticipated or
guantifiable on the date the performance goals wetablished. Then the specific bonus paymentsacelated for that fiscal year using the
formulas approved the prior year by the Commitidese determinations and calculations are provitediting to the Committee for its
review and approval. Since 2010, our Internal Aldpartment has reviewed these determinations aledlations.

We generally seek to base our executives’ annwsl itecentive compensation principally upon our campwide performance. Officers
and managers with lower levels of responsibilifyitglly receive incentive compensation that pleagseater emphasis on individual,
departmental or divisional goals.

Under our annual bonus programs, the Committeepagithe annual bonuses in cash or stock. Since, 200@ommittee has paid these
bonuses entirely in cash, principally to diversifyr compensation mix and prevent us from over-nglyin equity grants.

Annual Equity Grant Procedures As explained further above, annual grants ofisemards to executives are typically made durirgy th
first quarter after we publicly release our earsin@rants of stock awards to newly hired executiffieers who are eligible to receive them are
made at the next regularly scheduled Committee inge&llowing their hire date. Although we are maofrrently granting options, we maintain
policies controlling when and how option exercisiegs are determined. These policies are summaiizedr prior proxy statements. We
award our executives with a greater proportiorhefrttotal compensation in the form of equity geacwmpared to more junior officers.

Role of CEO and Management in Compensation Decigorlthough the Compensation Committee is respoadi all executive
compensation decisions, each year it receives B@' €recommendations, particularly with respeattecutive salaries. The Committee, in
particular, values the CEO’s input and judgmenarding:

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

» the role these executives play in achieving ouratmnal and strategic goa

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

The Committee considers the CEO’s recommendatismma of the many factors it uses to establish emsgtion levels for each
executive.
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The CEO is also responsible for approving the ahsalaries and bonuses of our nexecutive officers, including approval of apprope
annual performance goals for such officers. The @O approves all equity compensation awardsemtm-executive officers, acting under
authority delegated by the Compensation Committesecordance with our long-term incentive plane Tommittee oversees these processes
and receives an annual report from the CEO.

The CEO and the executive management team recomtoened Compensation Committee and its consultasiniess goals used in
establishing incentive compensation performanagetar In addition, our Senior Vice President, HurRasources, works closely with the
Committee and its consultant to ensure that ther@ittee is provided with appropriate informationdischarge its responsibilities.

Assessment of “Say on Pay” Voting Resultsy May 2011, approximately 84% of the votes ¢gsbur shareholders with respect to our
“say on pay” proposal were favorable. Based on ewsations with our shareholders and proxy advifioms, we believe some of the negative
votes were attributable to dissatisfaction witho(iy large severance payments during 2010 to foEn@varq executives under binding contr
we assumed in connection with the Embarg mergefigrar August 2010 retention grants, which oun@pensation Committee determined
were necessary to provide adequate incentivesuiok@y personnel to remain employed with us throtinghchallenging and critical period of
completing the Qwest merger, while at the same tittegrating Embarq’s operations into ours and t#piag new strategic products in a
challenging environment. We believe these severpagments were legally required, and these retemi&yments were carefully designed to
safeguard us against the risk of key personneéfoda 2011, we paid substantial amounts of cadlstotk compensation to retain key
executives at Savvis, who manage a growth businigksvhich we have limited experience. We also rensaibject to incumbent Qwest and
Savvis agreements that entitle certain of theicatiees to receive severance payments if they tetaitheir current employment with us un
certain circumstances. We intend to minimize theambs of these future payments to the extent plessibd intend to continue our ongoing
dialog with our shareholders to assist us in stmiregy compensation programs with broad support.

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

» our balance of annual and Ic-term compensation elements at the executive ancgeament levels

» our use of a diverse mix of performance metrics ¢haate incentives for management to attain goalsaligned with the
shareholder interests

» the mult-year vesting of equity awards, which promotes famusur lon-term performance and mitigates the risk of undwei$
on our shor-term results

» ‘“claw-bacl’ policies and award caps that provide safeguardsstgaappropriate behavior, a
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* bonus arrangements that are generally subjecet‘negative discretic” of either the Committee (for executive officers)senior
management (for other key employe:

We believe these features, as well as the stocleshiip requirements for our executive officersulteisr a compensation program that
aligns our executives’ interests with those of slareholders and does not promote excessive kgigtan the part of our executives or other
employees.

Forfeiture of Prior Compensation

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

In addition, our Corporate Governance Guidelingba@ize the Board to recover compensation fromxatetive officer if the Board
determines that any bonus, incentive payment, gguitird or other compensation received by the eékecwas based on any financial or
operating result that was impacted by the execistimeowing or intentional fraudulent or illegal aturct. In addition, certain laws enacted in
2002 would require our CEO and CFO to reimbursuscentive compensation paid or trading proigsned following the release of
financial statements that are subsequently resthtedo material noncompliance with SEC reporteguirements caused by misconduct.
Additional laws enacted in 2010, which are expettellecome effective in [2012], will require all ofir current or former executive officers to
make similar reimbursement payments in connectibh @ertain financial statement restatements, reeive of whether such executives were
involved with the mistake that caused the restareme

Stock Ownership Guidelines

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

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

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

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

We have a long-standing practice of not providimpkyment agreements to our officers, and nonauiofang-standing executives has
been granted an employment agreement. In connewsttorour recent mergers, however, we have assigeeeral employment agreements
formerly granted by Embarg, Qwest or Savvis toffiers. In certain instances, we were obligatethbike severance payments to certain of
those officers when they terminated employment withAs a condition of re-employing one of Embafqisner executives, we entered into a
short-term employment agreement with him in Sep&m2i010.

Tax Gross-ups

We eliminated the use of tax “gross-up” benefiteim executives’ change of control agreements afiddollar insurance policies in
2010, and in our outside directors’ executive ptaisprogram in early 2012. Consequently, we comtittuprovide these tax benefits only to a
limited number of our officers under legacy empl@nmhagreements that are expected to lapse oveettieouple of years. Under a legacy
agreement with James E. Ousley expiring on Dece®ibe2012, we made during the second half of 2@1iof-recurring 280G excise tax
payments and related tax gross-up payments andxigrossdp payments relating to travel expense reimbursémat of which are explaine
further in the Summary Compensation Table below.d&@ot intend to provide tax gross-up benefitarig new compensation programs.

Anti-Hedging Policy
Under our insider trading policy, our employees dindctors may not:
* purchase or sell shi-term options with respect to CenturyLink sha
* engage ir“short sale” of CenturyLink shares, ¢

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

Other Compensation Matters

To the extent that it is practicable and consistétit our executive compensation objectives, wk $eeomply with Section 162(m) of
the Internal Revenue Code and the regulations addpereunder in order to preserve the tax dedligtibf performance-based compensation
in excess of $1 million per taxable year to eachwfofficers. However, if compliance with Sectib®2(m) conflicts with our compensation
objectives or is contrary to the best interestthefshareholders, we will pursue those objectirgggrdless of the attendant tax implications. In
each of the last several years, we granted timegeagstricted stock that did not qualify as perfance-based compensation under Section 162
(m). As described further above, we also paid dlgmoation of our 2011 annual incentive bonusegerms that did not comply with
Section 162(m).
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COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed and disduggh management the report included above uthdeheading “Compensation
Discussion and AnalysisBased on this review and discussion, the Compeams@ommittee recommended to the Board that the @asgtior
Discussion and Analysis report be included in ghisxy statement and incorporated into our Annugdd®eon Form 10-K for the year ended
December 31, 2011.

Submitted by the Compensation Committee of thedBafaDirectors.

Laurie A. Siegel (Chair Virginia Boulet
Fred R. Nichols William A. Owen:

Harvey P. Perry

EXECUTIVE COMPENSATION

Overview

The following table sets forth certain informatimgarding the compensation of (i) our principal@xe/e and financial officers and
(i) each of our three most highly compensated ettee officers other than our principal executiveldinancial officers. Following this table
additional information regarding incentive compeitsa pension benefits, deferred compensation aternpial termination payments pertain
to the named officers. For additional informatiantbe compensation summarized below and other itgrede “Compensation Discussion and

Analysis.”
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Summary Compensation Table

Restricted Non-Equity Change in

Stock Incentive Plan Pension All Other
Name and Principal Position Year Salary Awards (1) Compensation®)  Value 3)  Compensation 4) Total
Glen F. Post, Il 2011 $1,020,801 $4,706,74! $ 1,224,961 $383,28. $ 1,218,50° $ 8,554,29.
Chief Executive Officer and President 201C 1,020,801 9,590,82: 1,888,48! 661,93¢ 1,414,400 14,576,44
200¢ 1,009,441 3,817,76: 891,61¢ 389,37¢ 1,358,80! 7,467,00
Karen A. Pucket 2011 663,87 2,053,88! 772,02: 210,95: 425,26« 4,125,99;
Executive Vice President and Chief Operating@01( 663,87. 3,562,35! 835,15.  300,08( 469,69¢ 5,831,15!
Officer 200¢ 654,02 1,431,78! 488,95 219,61: 476,59’ 3,270,97:
R. Stewart Ewing, Jr. 2011 598,76: 1,591,75 696,30¢ 259,68! 433,13 3,579,64!
Executive Vice President and Chief Financi 201( 598,76: 2,936,20: 753,24! 378,54: 658,39( 5,325,14!
Officer 200¢ 588,237 1,193,10! 359,89 270,16: 466,06t 2,877,46!
James E. Ousle® 2011 252,08: 3,810,78! 257,70¢ — 1,641,48. 5,962,05!
Chief Executive Officer, SAVVIS Operations,
and Presiden- Enterprise Markets Grou
David D. Cole 2011 435,38( 1,180,98: 406,38¢ 202,59: 254, 72( 2,480,06-
Senior Vice President — Controller and 201C 435,38( 2,062,04! 418,83 257,59¢ 301,70: 3,475,56
Operations Suppol 200¢ 424,85: 773,20( 260,07 195,60 288,98 1,942,71.

(1) The amounts shown in this column reflect the faiue of (i) awards of restricted stock made inyea€l11, 2010 and 2009 in connect
with our program of making annual long-term inceattompensation grants and (ii) additional awafdestricted stock made in August
2010 in connection with a retention program desilgioeincentivize and retain our top personnel thiothe completion date of the Qw
acquisition and the initial integration period thafter. In all such instances, the fair value efdlward has been determined as of the date
of grant under FASB ASC Topic 718 (formerly SFAS3(R)). Subject to limited exceptions, we value tivested restricted shares using
a 15-day volume-weighted average price. In 2010281id., a portion of the shares of restricted stgrekted to each named executive
(other than Mr. Ousley) were performance-basedicéstl shares, which are valued as of the gramt based on probable outcome using
Monte Carlo simulations. The aggregate value oféiséricted stock awards granted to these namezligxe in 2011, measured as of the
grant date using a 15-day volume-weighted average pnd assuming maximum performance of his opeeiormance-based restricted
shares, would be as follows: Mr. Post, $6,600,008, Puckett, $2,880,000, Mr. Ewing, $2,232,000, kitdCole, $1,656,000. See
footnote 9 titled “Share-based Compensation” ofrthes to our audited financial statements includefppendix Bfor an explanation of
material assumptions that we used to calculatéaih@alue of these stock awart

(2) The amounts shown in this column reflect (i) caahirpents made under our annual incentive bonus fdarsetual performance in th
respective years and (ii) the portion of Ms. Put&emMr. Ewing’s and Mr. Cole’s August 2010 defatreash award that vested during
2011. For additional information on the most redaotus payments, see “— Incentive CompensatiorCaher Awards — 2011 Awards”
below.

(3) Reflects the net change during each of thesyesitected in the present value of the executimesumulated benefits under the defined
benefit plans discussed un¢“— Pension Benefit”
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(4)

The amounts shown in this column are comprised) dfi¢ payment of cash in lieu of previor-offered perquisites for the six mont
ended June 30, 2009, when these cash paymentsemmiaated, (i) reimbursements for the cost ohanual physical examination,

(iii) personal use of our aircraft, (iv) contribotis or other allocations to our defined contribugidans, (v) the payment of premiums on
life insurance policies, (vi) cash payments to cengate the executives for any taxes incurred upogipt of such life insurance premi
payments (which is a benefit that was terminatedfdanuary 1, 2011), (vii) the value of dividenmdsd on the executives’ unvested
restricted stock (which is a benefit that was fydhased out by the end of 2011), and (viii) trasglenses pertaining to Mr. Ousley, in
each case for and on behalf of the named officefslws:

Life
Insurance Tax Restricted
Cash Physica Aircraft Contribution: Premiums  Reimbursemel Stock Travel

Name Year Allowance Exam Use to Plans Paid Paymentt Dividends Expense: Total
Mr. Post 2011 $ —  $3,201 $20,84¢ $ 102,02: $191,59¢ $ — $ 900,83¢ $ —  $1,218,50

201( — 3,264 6,94( 74,92¢  191,59¢ 129,60¢ 1,008,07: — 1,414,40:

200¢ 18,76 2,29C  11,50( 76,52¢ 213,31t 144,29’ 892,11: — 1,358,80!
Ms. Pucket 2011 — 3,46¢ — 51,57: 71,30 — 298,92. — 425,26¢

201C — — 2,42( 3,06/ 42,53 28,77( 392,91: — 469,69¢

200¢ 15,28( 2,891 3,52¢ 45,93: 44,25¢ 29,93¢ 334,77 — 476,59
Mr. Ewing 2011 — — — 47,43¢ 131,34 — 254,35! — 433,13:

201( — — — 37,42  175,65! 118,82: 326,48¢ — 658,39(

200¢ 15,28( 3,12 4,35( 38,21« 75,30¢ 50,93¢ 278,85! — 466,06¢
Mr. Ousley 2011 — — — 8,25( 3,81( 1,329,88!I 274,37¢ 25,16: 1,641,48:
Mr. Cole 2011 — — — 29,98! 56,82¢ — 167,91 — 254, 72(

201C — — — 27,14¢ 33,89¢ 22,92¢ 217,73: — 301,70

200¢ 15,28( — 5,40( 27,54, 35,53 24,03t 181,18t — 288,98

(5)

The amounts shown in the chart above do not reflegtbenefits associated with participating in eational activities scheduled during
board retreats. For additional information, seerfpensation Discussion and Analysis — Other BenefRerquisites.”

James E. Ousley was named as Chief Executifiee@fSavvis Operations, on July 15, 2011 in catioe with the closing of the Savvis
merger. Prior to such date, Mr. Ousley served asthtief executive officer of Savvis. Except as othige expressly provided herein to-
contrary, the tables above and the accompanyimpgisres below reflect only compensation paid bgt@eLink to Mr. Ousley since
July 15, 2011. The amount reported in “Non-Equitgdntive Plan Compensation” reflects the actualibgaid to Mr. Ousley under the
CenturyLink annual incentive bonus plan for fivelanhalf months in 2011 during which he was a Qghink officer. In addition,
following the merger, we paid Mr. Ousley $1,311,41280G excise tax payments and related tax gupsshat were triggered by the
partial acceleration of his outstanding equity amection with the merger, which is included urigddl Other Compensation.” Under his
employment agreement, we reimburse Mr. Ousley fnork-related expenses associated with travedgtgveen his home in Sedona,
Arizona and Savvis’ principal office in St. Louldjssouri, and also reimburse his tax liability fopnse costs. During the five and a half
months of 2011 when Mr. Ousley was a CenturyLirficef, those travel costs were $25,162 (plus a48®Btax gross-up), all of which
are reflected under “All Other Compensation.” Thernary Compensation Table excludes certain amgaitsto Mr. Ousley after the
merger with respect to compensation awarded toMsley before the merger, including the payme®4&?2,998 for his bonus earned
during the first six and a half months of 2011 unBavvi¢ annual incentive plat

Incentive Compensation and Other Awards

2011 Awards The table and discussion below summarizes:

. the range of potential payouts under incentive Bawards that (i) were granted to each named offiter than James E.
Ousley in June 2011 with respect to performancenduhe last nine months of 2011 and (ii) were tgerto Mr. Ousley in
September 2011 with respect to performance duhiadast five and a half months of 2011, i
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. grants of (i) tim-vested restricted stock and the range of potepéigbuts under grants of performa-based restricted stot
in each case made to each named officer otherJdraes E. Ousley during 2011 as long-term incemtivepensation, and
(i) time-vested restricted stock made to Mr. Ousley in Cet@®11 as lor-term compensatiot

Grants of Plan-Based Awards

Estimated Future Share All other
Range of Payouts Under 2011 Non- Payouts Under Equity Stock Grant Date
Equity Incentive Plan Awards (2) Incentive Plan Awards(3) Awards: Fair Value
Threshold Maximum Unvested of Stock
Type of Award Threshold Target Maximum Target Shares Awards ($)
Name and Grant Date (1) ($) ($) ($) #) # (#) #) @ ()
Glen F. Post, llI $638,00( $1,276,001 $2,552,00I — — = — 3 —
Annual Bonus 2,199,99(
T-V Grant (5/31/11) — — — — — — 52,701
P-B Grant (5/31/11 — — — 26,35¢ 52,707 105,41 — 2,506,74!
Karen A. Puckett 282,14¢ 564,29. 1,128,58 — — — — —
Annual Bonus
T-V Grant (5/31/11) — — — — — —  22,99¢ 959,97
P-B Grant (5/31/11 — — — 11,50C 23,000 46,00( — 1,093,88!
R. Stewart Ewing, Ji 254,47 508,94¢ 1,017,89! — — — — —
Annual Bonus
T-V Grant (5/31/11) — — — — — — 17,82« 743,97+
P-B Grant (5/31/11 — — — 8,91 17,82t  35,65( — 847,75
James E. Ousle 140,05¢
Annual Bonus 280,11¢ 560,23( — — — — —
T-V Grant (10/7/11 — — — — — —  114,85. 3,765,99
David D. Cole 141,49¢ 282,99 565,99- — — — — —
Annual Bonus
T-V Grant (5/31/11) — — — — — — 13,22  551,97(
P-B Grant (5/31/11 — — — 6,615 13,22t  26,45( — 628,98:
(1) “T-V" mean<‘Time-Veste(” and“P-B” meansPerformanc-Based”

(@)

®3)

(4)
(5)

These columns provide information on the poterttaius payouts approved with respect to 2011 pegoo®. For information on tt
actual amounts paid based on 2011 performanceiarisee the column of the Summary CompensatioteTabeled “Non-Equity
Incentive Plan Compensation.” As described furtfelow, the failure to meet the “minimum” threshédeels of performance would
result in no annual bonus payme

Represents performance-based shares of reststick granted on May 31, 2011 to each namedugxeother than Mr. Ousley, as
described in greater detail belc

Represents tin-vested shares of restricted stock granted duridgd. 28s described in greater detail bel

Calculated in accordance with FASB ASC Topi8 ffbrmerly SFAS 123 (R)). During 2011, we valuedtricted shares using (i) a 15-
day volume-weighted average price of our stoclafbtime-vested shares issued to our named offiotbrar than Mr. Ousley, (ii) the
closing price of our stock on the grant date foretivested shares issued to Mr. Ousley and (iilesberived based on probable
outcomes using Monte Carlo simulations for all parfance-based restricted shares issued to our naffieels. See Note 1 to the
Summary Compensation Table above for more infolona

Terms of 2011 Restricted Stock Awards.
May 31, 2011 Awards to Executiva@$ie restricted stock issued to our executive offi@em May 31, 2011 consisted of awards of time-

vested restricted stock and performance-basedatestistock.
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For each named officer, the shares of time-vesstticted stock will vest in three equal installiseon May 31 of 2012, 2013, and 2014,
subject to the named officer’s continued employnveittt us.

For each named officer, the performance-basedatestrshares will, subject to the named officedatinued employment, vest on
May 31, 2014, based on our thrgear total shareholder return for 2011, 2012 ariB2@s measured against total shareholder retutre &P
500 companies for the same three-year period.

In addition to the vesting described above, athefe time-vested restricted shares and performaased restricted shares also vest upon
the death or disability of the named officer, anthe or all of these shares may under certain cistamees vest or remain subject to future
vesting upon the retirement of the named officdrigor her early or normal retirement age. In aiddj upon certain terminations of
employment following a change of control of the Gy, the time-vested restricted shares will vadttae performance-based restricted
shares will remain subject to future vesting, altascribed in greater detail under “ — Potent@ahination Payments.”

In the preceding “Grants of Plan-Based Awards”aatiie number of performance-based restricted stiated under the “target” column
for each named executive officer represents thebeurof shares actually granted to that officer doad will vest if we perform at the targeted
performance level, which is attaining total shatdboreturn over the three-year performance peguil to the 5@ percentile of the total
shareholder return of the companies comprisingse 500 Index for the same three-year period. Eeched executive officer has the
opportunity to receive a greater or lesser numbshares depending on our total shareholder réturelation to that of the S&P 500
companies, as illustrated further below:

Payout as % o

Performance Level Company's Percentile Ranl Target Award
Maximum > 75t percentile 200%
Target 50t percentile 100%
Thresholc 25t percentile 50%
Below Thresholc < 25t percentile 0%

Amounts will be prorated if our rank is betweentki¢ threshold and the target amounts or (i) #nget and the maximum amounts. In no e\
however, will more than 100% of the shares vegtiftotal shareholder return for the three-yeaiogkis negative. Any contingent right of a
named executive officer to receive more than thaler of shares actually granted are treated by ussdricted stock units under the terms of
the CenturyLink 2011 Equity Incentive Plan.

October 7, 2011 Awards to Mr. Ousl@yhe restricted stock issued to Mr. Ousley on OatGh2011 consisted of time-vested restricted
stock. Mr. Ousley’s shares of time-vested restrigi®ck will vest on December 31, 2012, subjedfitoOusley’s continued employment with
us. Mr. Ousley’s time-vested restricted sharesaldb vest upon his death or disability, and athefse shares may under certain circumstances
vest upon his retirement at his early or normateetent age. In addition, upon certain terminatiohemployment following a change of
control of the Company, all such shares will vastdescribed in greater detail under “ — Potefiéamination Payments”.
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Other Terms of Awardall dividends related to the above-described tinested and performance-based restricted sharebeyiaid to
the holder only upon the vesting of such shareted$nand until forfeited, these shares may be Vioyettie named executive officers.

All of these above-described restricted sharesalbgect to forfeiture if the officer competes with or engages in certain other activities
harmful to us, all as specified further in the ferof incentive agreements that we have filed With$EC. See “— Potential Termination
Payments.”

Outstanding Awards The table below summarizes information on stqafioms and unvested restricted stock outstanding at
December 31, 2011.

Outstanding Equity Awards at December 31, 201®)

Option Awards Stock Awards
Number of Securities Underlying Equity Incentive Plan
Unexercised Options Awards () All Other Stock Awards
: Market
E(?(gtrlgge Market Value Value of
Option Shares that
Expiration Unvested of Unvested Unvested Have Not
Name Exercisable (# Unexercisable (#(?  Price ($) Date Shares (# Shares ($)  Shares (#)4 Vested
Glen F. Post, llI 200,00( —  $45.9C 2/26/201° — 9 = 11,70C $ 435,24(

— — 50,95¢ 1,895,56:
— — 48,83 1,816,58i
63,20(  2,351,04! 42,13¢  1,567,38!
— — 127,317 4,736,19:
52,707  1,960,70! 52,707  1,960,70!

Karen A. Pucket 75,00( — 459 2/26/201 — — 4,40 163,68(
— — 19,11¢( 710,89:
— — 18,31« 681,28:

27,57¢ 1,025,93 18,38¢ 683,95¢

— 38,29¢ 1,424,61.
22,99¢ 855,56 22,99¢ 855,56

R. Stewart Ewing, Ji 22,50(5) — 28.3¢  2/25/201- — — 3,66( 136,15:
62,10(® — 33.4C 2/17/201! — — 15,92: 592,37:

62,50( — 35.41 2/20/201! — — 15,26 530,06:

62,50( — 45.9C 2/26/201 21,37: 795,07¢ 14,24¢ 530,06

— — 34,54:  1,284,92!

17,82¢ 663,05: 17,82t 663,09(

James E. Ousle 5,131 — 30.41 5/14/201- — — 189,22°  7,039,24.
5,131 — 28.3¢  5/30/201( — — 81,30t  3,024,54

246,97. — 16.1¢ 3/8/202( — — 33,547  1,247,94i

David D. Cole 40,50( — 45.9C 2/26/201 — — 2,40( 89,28(

— — 10,32( 383,90¢
— — 9,89( 367,90¢
15,85¢ 589,91¢ 10,57 393,27¢

— — 22,40( 833,28
13,22¢ 491,97( 13,22¢ 493,08¢
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(1)
()

3)

(4)

(5)

All information on exercisability, vesting and matkalue is solely as of December 31, 2011. Sonbeobptions or restricted stock lis
above may have vested, become exercisable or eetised since such da

Our options generally vest at a rate of onedther year over the first three years of the tearyption term. Our options expiring in 2014
and 2015 vested one-third immediately with the rieder vesting over the following two years. Also Jate 2005, the Company
accelerated the vesting of all theatstanding options. In addition, our options aex@ke and become immediately exercisable in fudin
a change of control of CenturyLink or if the reeipi dies, becomes disabled or reti

Represents the performar-based portion of the restricted shares granted arcivi8, 2010 and May 31, 2011. The chart abovenaess
that we will perform at “target” levels such thdit@erformance-based shares granted to each naxeedtéese will vest fully. See “ 2011
Awards” above.

All shares listed under this column with a drdate preceding 2009 are shares of restricted shat generally vest at a rate of 20% per
year during the first five years after their grdate. All shares listed under this column with 82®010 or 2011 grant date are share
restricted stock that generally vest at a ratenef-third per year during the first three yearsraftat grant date, except that Mr. Ousley’s
restricted stock granted on October 7, 2011 vesfBerember 31, 2012, as described further henmeiaddlition, vesting of our restricted
stock accelerates upon a change of control of @gritik or upon termination of the officer's employgmt as a result of death or
disability, or, if permitted by the Compensationn@uittee, retirement or termination by CenturyLislpject to certain exceptior

In 2006, Mr. Ewing transferred to his ex-wifgtions entitling her to purchase up to 185,000 Camt@hares in the aggregate, of which
[121,000] options have been exercised as of Decefihe2011

2011 Exercises and Vestinghe following table provides information on Comm®hares acquired by the named officers during 2011 i

connection with the exercise of options and theingf restricted stock.

(1)
(@)

Option Exercises and Stock Vested

Option Awards Stock Awards
Number of
Nusrﬂgfésm Value Realizec oo Value Realizec
Acquired On Exercise Acquired
Name on Exercise (1 on Vesting on Vesting(1)
Glen F. Post, I — — 118,777 $4,811,34
Karen A. Pucket — — 45,86 1,857,13
R. Stewart Ewing, Ji — — 37,66 1,525,55!
James E. Ousle®@ — — — —
David D. Cole — — 25,13¢ 1,017,69:

Based on the closing price of the Common Shardbenpplicable exercise or vesting di
Limited to equity awards granted to Mr. Ousley n@iryLink since his commencement of service og 16l 2011

Pension Benefits

Amount of Benefits. The following table and discussion summarizessfmenbenefits payable to the named officers unileu

retirement plan qualified under Internal Revenue&8Section 401(a), which permits most of our em@dsy(including officers) who have
completed at least five years of service to recpamsion benefits upon attaining early or normtitement age, and (ii) our nonqualified
supplemental plan, which is designed to pay supgieat retirement benefits to officers in amountsado the benefits such officers would
otherwise forego due to federal limitations on cemgation and benefits under qualified plans. Werref these defined benefit plans below as
our Qualified Plan and our Supplemental Plan, retbyedy.
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Pension Benefits

Number o-f Present
vears Creditec Value of Payments Durinc
Accumulated

Name(®) Plan Name Service@ Benefit 3) Last Fiscal Year
Glen F. Post, llI Quialified Plar 13 $1,431,14! $ =
Supplemental Ple 13 1,488,96! —
Karen A. Pucket Qualified Plar 12 814,84 —
Supplemental Ple 12 556,35: —
R. Stewart Ewing, Ji Qualified Plar 13 1,509,901 —
Supplemental Pl 13 613,85! —
David D. Cole Qualified Plar 13 1,126,53! —
Supplemental Pl 13 277,90¢ —

(1) James E. Ousley does not participate in eitheQualified Plan or our Supplemental Pl

(2) In accordance with our plans and practicessdtiggures correspond to the named officers’ teati@enturyLink and its predecessors,
unless otherwise noted in the discussion be

(3) These figures represent accumulated benefits Beodmber 31, 2011 (assuming the executive remaiptoged by us and begil
receiving retirement benefits at the normal retieatrage of 65), discounted from the normal retinenagie to December 31, 2011 using
discount rates ranging between 5.5% to 6.0%. S¢e 8lttled “Employee Benefits” of the notes to audited financial statements
included inAppendix Efor additional information

CenturyLink Pension Plans With limited exceptions, we “froze” our Qualifidtlan and Supplemental Plan as of December 31,2010
which means that no additional monthly pension fienkeave accrued under such plans since that(dtiteough service after that date
continues to count towards vesting and benefiilglity and a limited transitional benefit contirsio accrue through 2015).

Prior to this freezing of benefit accruals, the raggte amount of a participasitotal monthly pension benefit under the Qualifiddn ant
Supplemental Plan was equal to the participantss/ef service since 1999 (up to a maximum of 30sg)emultiplied by the sum of (i) 0.5% of
his final average pay plus (ii) 0.5% of his finakaage pay in excess of his compensation subjedbtial Security taxes, where “final average
pay” was defined as the participant’s average mpmtbmpensation during the 60 consecutive montiogerithin his last ten years of
employment in which he received his highest comagms. Effective December 31, 2010, the Qualifi¢ghRand Supplemental Plan were
amended to cease all future benefit accruals uh@ezbove formula (except where a collective baiiggiagreement provides otherwise). In
lieu of additional accruals under the above-desdiformula, each affected participant’s accruedefieas of December 31, 2010 is scheduled
to increase 4% per year, compounded annually thrthe earlier of December 31, 2015 or the termamatif the participant’s employment.

Under both of these CenturyLink retirement plass€rage monthly compensation” is determined basdti@participant’s salary plus
annual cash incentive bonus. Although the pensémefits described above are provided through sepptans, we reserve the right to
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transfer benefits from the Supplemental Plan tdQbalified Plan to the extent allowed under Tregsagulations and other guidance. The
value of benefits transferred to the Qualified Ri&ectly offsets the value of benefits in the Seeppental Plan. In 2005, 2006 and 2007, we
transferred pension benefits to the Qualified Pilaa,incremental value of which will be payablétie recipients in the form of enhanced
annuities or supplemental benefits. The enhanceditss are not part of the normal retirement biéraefd were not impacted by the plan
freeze.

The normal form of benefit payment under both &f @enturyLink retirement plans is (i) in the cafermmarried participants, a monthly
annuity payable for the life of the participantddii) in the case of married participants, an agally equivalent monthly annuity payable for
the lifetime of the participant and a survivor aityipayable for the lifetime of the spouse upon phaeticipant’s death. Participants may elect
optional forms of annuity benefits under each @ad, in the case of the Qualified Plan, an anrthiy guarantees ten years of benefits, all of
which are actuarially equivalent in value to themal form of benefit. The enhanced annuities descrin the prior paragraph may be paid in
the form of a lump sum, at the participant’s eletti

The normal retirement age is 65 under the Qualifilcth and the Supplemental Plan. Participants mesive benefits under both of these
plans upon “early retirementghich is defined as attaining age 55 with five geafr service. Under both of these plans, the bepafiable upo
early termination is calculated under formulas treat between 60% to 100% of the base plan benelit&@% to 92% of the excess plan
benefit, in each case with the lowest percentagéyeqy to early retirement at age 55 and propogtety higher percentages applying to early
retirement after age 55. For additional informationearly retirement benefits, please see the eatihement provisions of our pension plans,
copies of which are filed with the SEC.

Glen Post and Stewart Ewing are currently eligfbleearly retirement under the Qualified Plan ang@emental Plan.

Prior to 2008, we maintained a nonqualified sup@etal executive retirement plan. In early 2008 weeahtinued this plan by freezing
future benefit accruals and permitting participantseceive in January 2009 a lump sum distributibthe present value of their accrued plan
benefits. Each of the named officers received glsom payment in January 2009, and none has argimeg benefits under this plan.

Deferred Compensation

The following table and discussion provides infotim@on our Supplemental Dollars & Sense Plan, Wiscdesigned to permit officers
to defer a portion of their salary in excess ofdheounts that may be deferred under federal lavergng qualified 401(k) plans.
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Non-Qualified Deferred Compensation

Aggregate Aggregate
Balance at Executive CenturyLink Aggregate Aggregate Balance at
December 31 Contributions in Contributions in Earnings in Withdrawals/ December 31
Name (1) 2010 20112 20110 20114 Distributions 2011
Glen F. Post, Il $1,501,84¢ $ 216,24: $ 94,50¢  $(35,770) — $1,776,83
Karen A. Pucket 604,61¢ 83,81: 48,89! (7,672) — 729,65!
R. Stewart Ewing, Ji 489,62: 65,77: 38,86( 15,35¢ — 609,61:
David D. Cole 392,11¢ 55,18¢ 23,01¢ (2,950 — 467,37(

(1) James E. Ousley does not participate in this |

(2) All of these amounts in this column reflect contitibns by the officer of salary paid in 2011 anparted as 2011 salary compensatio
the Summary Compensation Tat

(3) This column includes our match of the officeststribution under the terms of the plan. We hafkected all of these amounts as 2011
compensation in the column of the Summary Comp@rsa@able labeleAll Other Compensatio”

(4) Aggregate earnings in 2011 include interestidéinds and distributions earned with respect ferded compensation invested by the
officers in the manner described in the text bel

Under our Supplemental Dollars & Sense Plan, aed&bur senior officers may defer up to 25% ofitisalary in excess of the federal
limit on annual contributions to qualified 401(Kaps. For every dollar that participants contribtat¢his plan up to 6% of their excess salary,
we add an amount equal to the total matching p&agerthen in effect for matching contributions mhgiais under our qualified 401(k) plan
(which for 2011 equaled the sum of all of the aliti% contributed and half of the next 5% contrdai)t All amounts contributed under this
supplemental plan by the participants or us maiybested by the participants in the same broad/afanoney market and mutual funds
offered under our qualified 401(k) plan. Particitsamay change their investments in these fundeyatime. We reserve the right to transfer
benefits from the Supplemental Dollars & Sense Rdaour qualified 401(k) or retirement plans to theent allowed under Treasury regulati
and other guidance. The value of benefits transfeto our qualified plans directly offsets the abf benefits in the Supplemental Dollars &
Sense Plan. Participants in the Supplemental Bo#iaBense Plan normally receive payment of thesoant balances in a lump sum once they
cease working full-time for us.

Potential Termination Payments

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

Notwithstanding the information appearing belowywhould be aware that our officers have agreddrfeit their equity compensation
awards (and profits derived therefrom) if they cemtepwith us or engage in other activity harmfubtw interests while employed with us or
within 18 months after termination. Certain othempensation might also be recoverable by us ureltin circumstances after termination of
employment. See “Compensation Discussion and AisadyEorfeiture of Prior Compensation” for morearrhation.

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

« salary and unused vacation pay through the datermwfination, payable immediately in ce
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e restricted stock that has ves

» benefits accrued and vested under our qualifiedsapglemental defined benefit pension plans, wétyopts generally occurring
early or normal retirement ai

» benefits held in our qualified and supplementalrdef contribution plans, which the employee is galhefree to receive at the tir
of termination

» rights to continued health care benefits to themtequired by lawn

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

» exercise all vested options within 190 days oftérenination datt
» keep all unvested tir-vested restricted stock if approved by our Compigms&ommittee

» if the termination qualifies as a layoff, (i) a baseverance payment in the amount described “ Compensation Discussion a
Analysis — Other Benefits — Reduction in Force Bigs@ (ii) receipt of their annual target incengibonus, and (iii) outplacement
assistance benefit

None of the benefits listed immediately above agaple if the employee resigns or is terminateccéarse, except that resigning employee:
entitled to exercise their vested options withi® tays and employees terminated for cause coultestdhe Compensation Committee to
accelerate their unvested time-vested restricekgivhich is unlikely to be granted).
Payments Made Upon RetiremenEmployees who retire in conformity with our retirent policies are entitled to:

» exercise all of their options, all of which accelerupon retirement, within three years of theireeent date

» keep all unvested tir-vested restricted stock if approved by our Compigms&ommittee

» payment of their annual target incentive bo

» pos-retirement life, health and welfare bene

« all of the benefits described under the hea“— Payments Made Upon All Terminatio”
In addition, an employee who retires from the Conypaill continue to vest in his or her unvestedfpenance-based restricted stock for the

remainder of the applicable performance periothdfemployee takes early retirement, this contirvesting opportunity only applies to a
reduced pro rata number of unvested shares, bastr mumber of days he or she was employed dtimmgerformance period.

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

» payments under our disability or life insurancenglaas applicabl
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« exercise all of their options, all of which accelerupon death or disability, within two ye.
» keep all of their tim-vested restricted stock, whether vested or unve
» payment of their annual target incentive bo

» continued rights to receive (i) life, health andfaee benefits at early or normal retirement agehe event of disabilities of
employees with ten years of prior service, or{@plth and welfare benefits payable to survivirigilele dependents, in the event of
death of employees meeting certain age and semipgrement:

» all of the benefits described under the headingdyments Made Upon All Terminations,” except tijatifon death benefits under
our retirement plans are generally available oalgurviving spouses and (ii) benefits payable totaley disabled employees under
our nonqualified defined benefit retirement plaresyrbe paid prior to retirement ag

Payments Made Upon a Change of ConttdlNe have entered into agreements that entitle ebobrexecutive officers who are
terminated without cause or resign under certa@tified circumstances within certain specified pési following any change in control of
CenturyLink to (i) receive a lump sum cash seveegreyment equal to a multiple of such officer'sw@alrcash compensation, (ii) receive such
officer’s currently pending bonus, and (iii) contento receive certain welfare benefits for certgiacified periods. See “Compensation
Discussion and Analysis — Other Benefits” for (fescription of the benefits under our prior andent change of control agreements and
(i) information on the severance arrangementsiegiple to one of our executive officers formerlymayed by Savvis.

Under the above-referenced agreements, a “changminol” of CenturyLink would be deemed to occpon (i) any person (as defined
in the Securities Exchange Act of 1934) becomirgltaneficial owner of 30% or more of the outstagddmmmon Shares, (ii) a majority of
our directors being replaced, (iii) consummatioreftain mergers, substantial asset sales or simikiness combinations, or (iv) approval by
the shareholders of a liquidation or dissolutiorCehturyLink.

All of the above-referenced agreements providebthreefits described above if the officer resigndwifood reason,” which we describe
further under the heading “Compensation DiscusaimhAnalysis — Other Benefits — Change of ContnwhAgements.” Except as otherwise
described under such heading, all of the severamaagements for our executives are substantiafiijes. We have filed copies or forms of
these agreements with the SEC.

In the event of a change in control of CenturyLialar pre-2011 benefit plans generally provide, agnother things, that all restrictions
on outstanding restricted stock will lapse andatktanding stock options will become fully exeatike. In addition, participants in the
supplemental defined benefit plan whose serviteriminated within two years of the change in cdnirid receive a cash payment equal to the
present value of their plan benefits (after pravidage and service credits of up to three yedheiparticipant is terminated by us without c:
or resigns with “good reason”), determined in adeoice with actuarial assumptions specified in taa.pCertain account balances under our
Qualified Plan and Union 401(k) Plan will also fullest upon a change of control of CenturyLink.
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Under the terms of our 2011 Equity Incentive Planentives granted thereunder will not vest, ace¢de become exercisable or be

deemed fully paid unless otherwise provided ingasate agreement, plan or instrument. We do nehéhto provide in the future for any such

accelerated recognition of benefits upon a chafigertrol, unless the holder of incentives is almninated by us without cause or resigns

with good reason.

Estimated Potential Termination Payment8he table below provides estimates of the valueaginents and benefits that would become
payable if our current executives named below viemainated in the manner described below, in eask based on various assumptions, the

most significant of which are described in the é&bhotes.

As a result of the Embarg merger, our executivesathbelow are currently entitled to severance bisnéinvoluntarily terminated
without cause. See “Compensation Discussion andy8isa- Other Benefits — Change of Control Arrangeis.”

Potential Termination Payments

Type of Termination of Employment (%)

Termination
Upon a

Type of Change of

Name Termination Payment (2 Retirement (3) Disability Death Control 4)
Glen F. Post, Il Annual Bonus $ 1,276,000 $ 1,276,000 $ 1,276,000 $ 1,276,00!
Equity Awards® 15,327,83 17,269,63 17,269,63 17,269,63
Pension and Welfau® — — — 496,25:
Cash Severanc™ — — — 6,890,40:
$ 16,603,383 $18,545,63  $18,545,63  $25,932,28
Karen A. Pucket Annual Bonus $ — $ 818,19: $ 818,190 $ 818,19:
Equity Awards® — 6,639,88: 6,639,88: 6,639,88:
Pension and Welfau® — — — 139,35¢
Cash Severand™ — — — 4,446,19I
$ — $ 7,458,07. $ 7,458,07. $12,043,62
R. Stewart Ewing, Ji Annual Bonus $ 646,92 $ 646,92 $ 646,92. $ 646,92:
Equity Awards® 4,760,471 5,417,15! 5,417,15! 5,417,15!
Pension and Welfau® — — — 186,72:
Cash Severanc — — — 3,737,05.
$ 5,407,39 $ 6,064,07. $ 6,064,07. $ 9,987,84
James E. Ousle Annual Bonus $ — $ 605000 $ 605000 $ 605,00
Equity Awards® [11,394,39] 11,394,39 11,394,39 11,394,39
Pension and Welfau® — — — 22,857
Cash Severand™ — — — 825,00(
$[11,394,39] $11,999,39  $11,999,39  $12,847,25
David D. Cole Annual Bonus $ — $ 40851( $ 40851 $ 408,51(
Equity Awards® — 3,778,52! 3,778,52! 3,778,52!
Pension and Welfau® — — — 346,52:
Cash Severanc™ — — — 2,531,66!
$ — $ 4,187,03' $ 4,187,03! $ 7,065,22!
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(1)

(@)

3)

(4)

(5)

(6)

(7)

All data in the table reflects estimates of thaueabf payments and benefits assuming the namezkoffias terminated on December
2011. The closing price of the Common Shares oh date was $37.20. The table reflects only estisnat@amounts earned or payable
through or at such date based on various assumspt#atual amounts can be determined only at the tfrtermination. If a named offic
voluntarily resigns or is terminated with causephshe will not be entitled to any special or deed benefits, but will be entitled to
receive various payouts of benefits that vestedreethe termination date. The table reflects paaepayments based upon a physical
disability; additional benefits may be payablehia event of a mental disabilit

As further described above, upon termination of leyrpent, the named officers may become entitlecteive certain specit
accelerated or enhanced benefits, including tHd tigreceive payment of their annual cash incerbionus, an acceleration of the ves
of their outstanding equity awards under certaiowrnstances, current or enhanced pension and wédéarefits, or cash severance
payments. The table excludes (i) payments or bsnefade under broad-based plans or arrangemerdgsafjgravailable to all salaried
full-time employees and (ii) benefits, awards or amotivasthe officer was entitled to receive prioteéamination of employmen

Of the named officers, only Messrs. Post and Ewirggeligible to retire early under Centuryl’s defined benefit pension pla
described above under the heading “Executive Cosgiem — Pension Benefits.” The amounts reflectadbuthe “Retirement” column
do not reflect the amount of lifetime annuity payrsepayable upon early retirement. Assuming eatiyement as of December 31, 20
Messrs. Post and Ewing would have been entitleddnthly annuity payments of approximately $20,0288d $14,139.16, respective
over their lifetimes, some of which, in the casé&/sf Ewing, may be payable to his @ife under a qualified domestic relations orden:
further information, see the other footnotes bel

The information in this column assumes Mr. Post, Pisckett, Mr. Ewing, Mr. Ousley or Mr. Cole becaergitled at December 31, 20
to the benefits under CenturyLink’s change of coiragreements in existence on such date descritcainder “— Payments Made
Upon a Change of Control” upon an involuntary teration without cause. As described further undehsweading, some of these
benefits will accrue immediately upon a changearftol, regardless of whether the officer's empleymterminates. All amounts are
based on several assumptic

The information in this row (i) reflects the beneé the named officer arising out of the acceklatesting of his or her stock options ¢
restricted stock caused by the termination of egrpknt, based upon the intrinsic method of valuatfhassumes that the Compensa
Committee would not approve the acceleration ofnttamed officer’s restricted stock in the eventmfravoluntary termination, and

(i) assumes that the Compensation Committee wapgtove the acceleration of such restricted sitothe event of the early retirement
of Messrs. Post or Ewini

The information in this row reflects only the inorental benefits that accrue upon an event of teatiain, and excludes benefits that w
vested on December 31, 2011. For information orptesent value of the named officers’ accumulattelits under our defined benefit
pension plans, see “— Pension Benefits,” and flmrimation on the aggregate balances of the nanfeztf non-qualified deferred
compensation, see “— Deferred Compensatiés.indicated above, the named officer would alsefitled to receive a distribution of |
or her 401(k) benefits and various other b-based benefit:

The information in this row excludes, in theseaf disability or death, payments made by instgarompanies. For each of Ms. Puckett
and Messrs. Ewing and Cole, this amount includesatitelerated payment of the last installment®bhiher August 23, 2010 deferred
cash retention award, which are described furthdet” Compensation Discussion and Analy- Retention Grant”
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DIRECTOR COMPENSATION

Overview.The table and the discussion below summarizes hewompensated our outside directors in 2011.

2011 Compensation of Outside Directors

Fees Earned o Stock All Other

Name Paid in Cash Awards (1).(2) Compensation (3) Total

Charles L. Bigg$® $ 70,00( $ 100,00( $ 4,70¢ $174,70!
Virginia Boulet 121,50( 100,00( 11,58¢ 233,08!
Peter C. Browt 101,50( 100,00 10,23 211,73«
Richard A. Gepharc 79,50( 100,00 10,23« 189,73¢
W. Bruce Hank: 134,00( 100,00( 19,76( 253,76(
Gregory J. McCra 108,50( 100,00( 11,58¢ 220,08!
C. G. Melville, Jr. 118,50( 100,00 11,58¢ 230,08
Edward A. Muellel® 65,50( 100,00( — 165,50(
Fred R. Nichols 109,50( 100,00 11,58¢ 221,08!
William A. Owens 103,50( 300,00( 14,50¢ 418,00¢
Harvey P. Perr 194,00( 100,00( 16,58t 310,58
Michael J. Robert® 65,00( 100,00( 4,70¢ 169,70!
Laurie A. Siege 99,00( 100,00 10,23 209,23:
James A. Unrul® 67,50( 100,00( 4,708 172,20!
Joseph R. Zimme 98,50( 100,00 11,58¢ 210,08!

(1) The amounts shown in this column reflect the faiue of these awards on the date of grant detetminder FASB ASC Topic 71
(formerly SFAS 123(R)). These grants vest overatyear periods (subject to accelerated vestingiitam limited circumstances), except
that Mr. Owens received a grant of $200,000 fovisgras Chairman of the Board that will vest on My 2012. See “— Cash and Stock
Payment¢’

(2) The following table sets forth, for each outsidesdior, the total number of outstanding sharegsfiricted stock and stock options helc
them as of December 31, 20:

Restricted
Stock

Name Stock Options
Charles L. Biggs 2,39¢ —
Virginia Boulet 5,58¢ —
Peter C. Browr 5,41¢ —
Richard A. Gepharc 5,41¢ —
W. Bruce Hanks 5,58¢ —
Gregory J. McCra 5,58¢ —
C. G. Melville, Jr. 5,58¢ —
Edward A. Muellel 2,39¢ —
Fred R. Nichols 5,58¢ —
William A. Owens 10,20¢ —
Harvey P. Perr 5,58¢ —
Michael J. Robert 2,39¢ —
Laurie A. Siege 5,41¢ —
James A. Unrul 2,39¢ —
Joseph R. Zimme 5,58¢ 13,667
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(3) Includes (i) the amount of dividends paid on unedsttock (which is a benefit that has been disnaetl), and (ii) reimbursements for
cost of an annual physical examination, as follc

Dividends on
Unvested Physical Exam

Name Restricted Stocl Reimbursemen Total

Charles L. Bigg: $ 4,70t $ — $ 4,70%
Virginia Boulet 11,58t — 11,58t
Peter C. Browr 10,23¢ — 10,23
Richard A. Gepharc 10,23 — 10,23
W. Bruce Hanks 16,22 3,53¢ 19,76(
Gregory J. McCra 11,58¢ — 11,58t
C. G. Melville, Jr. 11,58¢ — 11,58¢
Edward A. Muellel — — —

Fred R. Nichols 11,58¢ — 11,58¢
William A. Owens 14,50¢ — 14,50¢
Harvey P. Perr 11,58t 5,00( 16,58t
Michael J. Robert 4,70¢ — 4,70¢
Laurie A. Siege 10,23¢ — 10,23¢
James A. Unrul 4,70¢ — 4,70¢
Joseph R. Zimme 11,58t — 11,58t

The amounts reflected above for physical exam ramggments include travel expenses and payments to@denpensate the directors
for taxes payable as a result of receiving suahlvarsements. Except as otherwise noted in thisiédet the chart above does not reflect
(i) reimbursements for travel expenses or (ii) bayefits associated with participating in recreaiactivities scheduled during board
retreats. For additional information, see “CompéngaDiscussion and Analysis — Other Benefits —gB&sites.”

(4) On April 1, 2011, Messrs. Biggs, Mueller, Robemsl &nruh ceased serving as directors of Qwest amthtenced service on our boa
The term of Messrs. Biggs, Mueller and Unruh willleat the meeting. S¢Election of Director¢

In late 2011, the Compensation Committee concludatdour director compensation lagged the mediampemsation paid to directors at
peer companies, based on survey data compiledeb@adimmittee’s independent consultant. Based orddtss, the Board approved increases in
November 2011 in the cash and equity compensatgalge to our outside directors. In early 2012, agement recommended that t}
receive no increases in their compensation, evaugth their compensation was lower than thé'50 péteecompensation levels of peer
executives. In connection with accepting this reg@ndation, the Board elected to defer implememaifathe previously-authorized increases
in the outside directors’ cash compensation. Thar8mtends to keep this deferral in place untitstime as it determines that it is appropriate
to implement the previously-authorized increasesaish compensation.

Cash and Stock Payments.

Each director who is not employed by us (whom wWerre as outside directors or non-management wirgcis paid an annual fee plus
additional amounts for attending various other Haarcommittee meetings. These fees are summeébiziew:

Rae®  (Deferrea) O
Annual fee $50,00( $ 65,00(
Fee for attending each regular board mee 2,00( 2,00¢
Fee for attending each special board mee® 2,50( 2,00(¢
Fee for attending each committee mee 1,50C 2,00¢
Fee for attending separate director education prog 2,50( 2,00(
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(1) For further information, se* — Overview”
(2) Includes each day of the Bo’s annual planning sessic

Currently, the Chairman of the Board receives sapgintal board fees at the rate of $200,000 perpegable in shares of restricted
stock. The restricted stock issued to the Chairaraay 31, 2011 vests May 31, 2012, subject tolacaged vesting under certain limited
circumstances. The Chairman’s duties are set fortlur Corporate Governance Guidelines. See “Catpotovernance.”

Currently, Harvey Perry, in his capacity as noneeiwe Vice Chairman of the Board, receives suppletal board fees at the rate of
$100,000 cash per year. The Vice Chairman’s cudeties include, among others, (i) assisting thaifan by facilitating communications
among the directors and monitoring the activitiethe Board’s committees, (ii) serving at the Chrain’s request on the board of any company
in which we have an investment, (iii) monitoringratrategies and (iv) performing certain execusivecession functions.

We pay supplemental board fees to the chairs df ehour committees. These annual supplementadbfeas are summarized below:

Current New Rate

Rate (1) (Deferred) (1)
Chair of Audit Committet $20,00( $ 25,00(
Chair of Compensation Committ 10,00( 18,75(
Chair of Nominating Committe 10,00( 15,00(
Chair of Risk Evaluation Committe 10,00( 12,50(

(1) For further information, se* — Overview”

During 2011 the Compensation Committee authorizeth @utside director to receive shares of RestriSteck valued at $100,000
(based on the average closing price of the ComnhameS during the 15 trading day period precediegitite of issuance) that vest over a
three-year period. Based on changes approved ahaesl on November 15, 2011, the Compensation Ctteréauthorized in early 2012 a
grant valued at $115,000 that vests after one yeg@able to each outside director serving on tlyeadi@r our 2012 annual meeting.

Other Benefits. Each outside director is entitled to be reimbur@efbr expenses incurred in attending board androdtee meetings,
(i) for expenses incurred in attending directoueation programs and (iii) up to $5,000 per yeatlie cost of an annual physical examination,
plus related travel expenses and the estimatedniad¢axes incurred by the director in connectiomwétceiving these medical reimbursement
payments. In February 2012, we eliminated the riglgach outside director to be reimbursed foretsttmated income taxes incurred by such
director in connection with receiving these medresinbursement payments.
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Our bylaws require us to indemnify our directord affficers so that they will be free from undue cem about personal liability in
connection with their service to CenturyLink. Werbaigned agreements with each of those individeat¢ractually obligating us to provide
these indemnification rights. We also provide owectors with customary directors and officers li#pinsurance.

Directors may use our aircraft in connection witmpanyrelated business. However, under our aircraft upadjey, neither directors n
their families may use our aircraft for persongdgr(except on terms generally available to albbaf employees in connection with a medical
emergency). We have arranged a charter servicetiatutside directors can use at their cost feir thersonal air travel needs. None of our
directors have used this charter service since 2007
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PERFORMANCE GRAPH

The graph below compares the cumulative total $tedder return on the Common Shares with the cunvalabtal return of the S&P 500
Index and the S&P Integrated Telecommunicationsxtrfdr the period from December 31, 2006 to Decer3tte 2011, in each case assuming
(i) the investment of $100 on January 1, 2007 @ding prices on December 31, 2006, and (ii) reitmest of dividends.

$150.00 -
—a— CeanluryLink
—& Standard and Poors 500
—ib— SAF 500 Intzgrated Telecom Senvices (1) 5133.65
$116.10 5120.90
$116.21
5i11.84
$100.00 - 7
$100.00 S08.76
N 506 74
80550,
S66.4T7
Sﬁﬂ.ﬂﬂ T T T T T 1
2008 2007 2008 2008 2010 2011
December 31
2006 2007 2008 2009 2010 2011
CenturyLink $100.0C $ 95.5( $67.2¢ $97.1¢ $133.6¢ $116.2!
S&P 500 Inde» 100.0(¢ 105.4¢ 66.47 84.0¢ 96.7¢ 08.7¢
S&P Telecom Inde® 100.0( 118.1¢( 88.4¢ 94.1: 111.8¢ 120.9(

(1) The S&P Integrated Telecommunication Servioelek consists of AT&T Inc., CenturyLink, Frontieo@munications Corporation,
Verizon Communications and Windstream Corporafidre index is publicly availabl
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TRANSACTIONS WITH RELATED PARTIES

Recent Transactions

In exchange for integration consulting serviceslezad to us in 2011, we paid fees of approximakaK6,000 to Gephardt Group Labor
Advisory, LLC. Richard A. Gephardt, one of our dit@rs, is the Chief Executive Officer and Presidantl a principal, of Gephardt Group
Labor Advisory, LLC.

During 2011 we paid Michael S. Mueller, a seniortfmhio manager at Savvis, total gross compensaticapproximately $243,585,
consisting of approximately $156,600 in salary, 880 in annual incentive bonuses and restrictecksigth a grant date fair value of $55,685.
Mr. Mueller is the son of Edward A. Mueller, a diter of ours since April 1, 2011, and has beenrapleyee of Savvis since July 21, 2008.

We are one of the largest employers in Monroe, siana and in several of our other markets, anduels, employ personnel related by
birth or marriage throughout our organization. $alvef our executive officers or directors have fligrmembers employed by us, although,
none of them earn compensation in excess of th8,82Q threshold that would require detailed dissles under the federal proxy rules.

Review Procedures

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

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

The Securities Exchange Act of 1934 requires oecetive officers and directors, among others,leodertain beneficial ownership
reports with the Securities and Exchange Commis®aining 2011, (i) William E. Cheek filed late affo4 in connection with vesting of his
restricted shares, (ii) Dennis G. Huber filed kate Form 4s in connection with sales of his Comr8biares, (iii) James E. Ousley filed late a
Form 4 in connection with his October 2011 equityg, and (iv) Edward A. Mueller filed an incomm@dtorm 4 that was amended and re-filed
two days late in connection with a sale of his CamrShares.

ADDITIONAL INFORMATION ABOUT THE MEETING

Quorum

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

Our bylaws provide that each of the four directominees will be elected if the number of votes aagavor of the director exceeds the
number of votes withheld with respect to the divecYou may vote “for’all director nominees or withhold your vote for asmye or more of th
director nominees. If any of the four directorddad receive a majority of the votes cast at theetimg, our bylaws will require such director to
tender his or her resignation to the Board foc@ssideration.

Vote Required to Adopt Other Proposals at the Meetig

The affirmative vote of the holders of (i) two-tthér of the Voting Shares present in person or repted by proxy and entitled to vote at
the meeting is required to approve both chartemaiments and (i) the affirmative vote of the hoklef a majority of the Voting Shares pre:
in person or represented by proxy and entitlecbte at the meeting is required to approve eachebther items submitted to a vote.

Effect of Abstentions

Shares as to which the proxy holders have beerugistl to abstain from voting with respect to aaytipular matter will be treated under
the Company’s bylaws as not being cast, presergpesented for purposes of such vote. Becauseadtiers must be approved by a specified
percentage of Voting Shares present or representihe meeting, abstentions will not affect thecouate of any such vote. Shareholders
abstaining from voting will, however, be countedpassent for purposes of constituting a quorunrg@nize the meeting.

Effect of Non-Voting

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

Under the rules of the New York Stock Exchangekers who hold shares in street name for customegsvote in their discretion on
matters considered to be “routine” when they hastereceived voting instructions from beneficial @ Under these rules, brokers who do
not receive such instructions will be entitled tderin their discretion at the meeting with resgedhe authorized stock charter amendment
the ratification of the appointment of the indepemidauditor, but will not be entitled to vote irethdiscretion with respect to any of the other
matters submitted to a vote. If brokers who doraotive voting instructions do not, or cannot, eger discretionary voting power (a “broker
non-vote”) with respect to any matter to be consdet the meeting, shares that are not votedowitteated as present for purposes of
constituting a quorum to organize the meeting lmtitomesent or cast with respect to considering soatter. Because all matters to be
considered at the meeting must be approved bydfiggkepercentage of the votes cast or Voting Sharesent or represented at the meeting,
broker non-votes with respect to these mattersnwitlaffect the outcome of the voting.

Voting by Participants in Our Benefit Plans

If you beneficially own any of our Common Sharesviryue of participating in any retirement plan@énturyLink, Embarqg or Qwest,
then you will receive a separate voting instructtand that will
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enable you to direct the voting of these sharei Wdting instruction card entitles you, on a cdsfitial basis, to instruct the trustees how to
vote the shares allocated to your plan account.plédres require you to act as a “named fiduciaryhioln requires you to exercise your voting
rights prudently and in the interests of all plamtjzipants. Plan participants who wish to voteldi@omplete and return the voting instruction
card in accordance with its instructions. If yoaatinot to vote the shares allocated to your adspyour shares will be voted in the same
proportion as voted shares regarding each of émesitsubmitted to a vote at the meeting. Plan fjgatits that wish to revoke their voting
instructions must contact the trustee and foll@pitocedures.

Cost of Proxy Solicitation

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

Other Matters Considered at the Meeting

Management has not timely received any noticedlsdtareholder desires to present any matter fameat the meeting in accordance
with our bylaws (which are described below in “OtMatters — Shareholder Nominations and Proposalsigr than the shareholder proposals
described in this proxy statement, and is otherwisgavare of any matter to be considered by shaler®ht the meeting other than those
matters specified in the accompanying notice ofnleeting. Our proxy and voting instruction cardsywhver, will confer discretionary voting
authority with respect to any other matter that rmpegperly come before the meeting. It is the iritenbf the persons named therein to vote in
accordance with their best judgment on any suclemat

Conduct of the Meeting

The Chairman has broad responsibility and legdiaitly to conduct the meeting in an orderly andefiyrmanner. This authority includes
establishing rules for shareholders who wish taesklthe meeting. Copies of these rules will béahla at the meeting. The Chairman may
also exercise broad discretion in recognizing dialceers who wish to speak and in determining thereof discussion on each item of
business. In light of the number of business itemshis year's agenda and the need to concludméwsding within a reasonable period of time,
we cannot assure that every shareholder who wistegseak on an item of business will be able tsalo

Postponement or Adjournment of the Meeting

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

Shareholder Nominations and Proposals

In order to be eligible for inclusion in our 201BRY Mmaterials pursuant to the federal proxy ruées; shareholder proposal to take action
at such meeting must be received by our SecretaBelcember [12], 2012, and must comply with apfiedederal proxy rules. In addition,
our bylaws require shareholders to furnish timefitten notice of their intent to nominate a direabo bring any other matter before a
shareholders’ meeting, whether or not they wisim¢tude their proposal in our proxy materials. Bngral, notice must be received by our
Secretary between November 24, 2012 and Februa343 and must contain specified information comicg), among other things, the
matters to be brought before such meeting and coimgethe shareholder proposing such mattershéfdate of the 2013 annual meeting is
more than 30 days earlier or later than May 2332@btice must be received by our Secretary witlirdays of the earlier of the date on which
notice of such meeting is first mailed to sharebddr public disclosure of the meeting date iserjor additional information on these
procedures, see “Corporate Governance — Directanihition Process.”

Annual Financial Report

Appendix Bncludes our Annual Financial Report, which is epted from portions of our Annual Report on FormKL@r the year
ended December 31, 2011 that we filed with the B&esiand Exchange Commission on February 28, 20i&ddition, we have provided you
with a copy of or access to a separate bookletit2l011 Review and CEO’s Message. Neither of tHesaments is a part of our proxy
soliciting materials.

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

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

By Order of the Board of Directors

Stacey W. Gof
Secretary

Dated: April [ — ], 2012
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APPENDIX A
to Proxy Statemen

Proposed Declassification
Charter Amendments

If the Declassification Charter Amendments are selhpSections A, B and C of Article 1V of our rest@ articles of incorporation would
be amended and restated as follows:
ARTICLE IV

Directors

A. Number of Directors The business and affairs of this Corporationldf@managed under the direction of the Board oé®ors. The

number of directors comprising the Board of Direstof this Corporation (exclusive of directors whay be elected by the holders of any one
or more series of Preferred Stock voting separpigll be-+4-tntess-otherridetermined from time to time by resolution adoptgdhe
affirmative votes of both (i) 80% of the directdihen in office and (ii) a majority of the Contingilirectors (as defined in Article V(D)),
voting as a separate group, provided, howevernbatecrease in the number of directors shall ehdte term of any incumbent director.

B. Term . All directors elected by shareholders at and aftethe 2012 annual meeting of shareholders shall habloffice until the next
annual meeting of shareholders and until their suaessors are duly elected and qualified. Directors vdse terms do not expire at the 20:
annual meeting of shareholders shall hold office uit the annual meeting for the year in which the diector’s term expires and until
their successors are duly elected and qualified.

C. Vacancies Except as provided in Article IV(G) hereof, argcancy on the Board (including any vacancy resgiftiom an increase in
the authorized number of directors or from a failaf the shareholders to elect the full numberuthierized directors) may, notwithstanding
any resulting absence of a quorum of directordilleel only by the Board of Directors, acting bytemf both (i) a majority of the directors th
in office and (ii) a majority of all the Continuirigirectors, voting as a separate group, and amaptdlr o) appomted shall serve until the next
shareholders’ meeting held for the election of atives-6 afgeband until his successor is duly elected
and qualified.

* New language is shown in bold face type; removaduage is shown as being strick

A-1



Table of Contents

APPENDIX B
to Proxy Statemen

CENTURY L INK , | NC.
ANNUAL FINANCIAL REPORT
December 31, 2011
B-1



Table of Contents

INDEX TO FINANCIAL ANNUAL REPORT
December 31, 2011

The materials included in this Appendix B are egptext from Items 5, 6, 7 and 8 of our Annual ReporForm 10-K for the year ended
December 31, 2011. which we filed with the Se@sgiéind Exchange Commission on February 28, 20aselsee the Form -K for
additional information about our business and oftienas.

Information on Our Trading Price and Divider B-3
Selected Financial Da B-4
Managemer's Discussion and Analysis of Financial Conditiond &esults of Operatior B-6
Consolidated Financial Statements and Supplemebtaty B-32
Report of Managemel B-32
Report of Independent Registered Public Accourfiinm B-33
Report of Independent Registered Public Accourf&imm B-34
Consolidated Statements of Operati B-35
Consolidated Statements of Comprehensive (Losg)ie B-36
Consolidated Balance She: B-37
Consolidated Statements of Cash Flc B-38
Consolidated Statements of Stockhol’ Equity B-39
Notes to Consolidated Financial Statemel B-40

* All references t¢*Note¢” in this Appendix B refer to these Not:

B-2



Table of Contents

INFORMATION ON OUR TRADING PRICE AND DIVIDENDS

Our common stock is listed on the New York Stockliange (“NYSE”) and the Berlin Stock Exchange anttaded under the symbol
CTL and CYT, respectively. The following table s&igh the high and low reported sales prices @NlYSE along with the quarterly
dividends, for each of the quarters indicated.

Sales prices
Dividend per
High Low common share
2011
First quarte! $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¢ 72F
2010
First quarte! $37.0C 32.9¢ 72E
Second quarte® 36.7: 14.1¢ 72t
Third quartel 40.0( 32.9: 72t
Fourth quarte 46.8i 39.1¢ 72F

(1) During the widely-publicized temporary marké&rdption that occurred on the afternoon of Mag®10, our common stock momentarily
traded as low as $14.16 in markets other than 8 The opening and closing prices of our commntonkson May 6, 2010, were
$34.48 and $33.52, respective

Common stock dividends during 2011 and 2010 wei gach quarter.

As described in greater detail in Item 1A of oum@ial Report on Form 10-K for the year ended DecerBbe2011, the declaration and
payment of dividends is at the discretion of ouaBbof Directors, and will depend upon our finahoésults, cash requirements, future
prospects and other factors deemed relevant bpoard of Directors.

At February 21, 2012, there were approximately QU6 stockholders of record although there wereifsogimtly more beneficial holders
of our common stock. At February 21, 2012, theiolpstock price of our common stock was $39.43.
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SELECTED FINANCIAL DATA

The following table of selected consolidated finahdata should be read in conjunction with andcralified by reference to the
consolidated financial statements and notes tharedadhe accompanying “Management’s Discussionfaralysis of Financial Condition and
Results of Operations” in Items 8 and 7, respebtjwa our Annual Report on Form 10-K for the yemded December 31, 2011.

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

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

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

Years Ended December 31(1)
2011 2010 2009 2008 2007
(Dollars in millions, except per share amount:
and shares in thousands)

Operating revenue $ 15,35] 7,04 4,97¢ 2,60( 2,65¢
Operating expenst $ 13,32¢ 4,98 3,741 1,87¢ 1,86:
Operating incomt $ 2,02t 2,06( 1,23¢ 721 792
Income before income tax exper $  94¢ 1,531 81¢ 561 62C
Net income $ 57¢ 94¢ 647 36€ 41¢€
Basic earnings per common sh $ 1.07 3.1¢ 3.2t 3.5 3.7¢
Diluted earnings per common shi $ 1.07 3.1¢ 3.2¢8 3.52 3.71
Dividends declared per common sh $ 2.9 2.9C 2.8C 2.167¢ .26
Weighted average basic common shares outstai 532,78( 300,61¢ 198,81¢ 102,26¢ 109,36(
Weighted average diluted common shares outstar 534,12: 301,29° 199,05 102,56( 112,78

(1) See Management’s Discussion and Analysis ddiiéral Condition and Results of Operations—Resafl@perations in Item 7 of our
Annual Report on Form 10-K for the year ended DdmeEm31, 2011 for a discussion of unusual itemsctiffg the results as of the years
ended December 31, 2011, 2010 and 2

Selected financial information from the consolidalbelance sheets is as follows:

December 31
2011 2010 2009 2008 2007
(Dollars in millions)
Net property, plant and equipme $19,43¢ 8,75¢ 9,097 2,89¢ 3,10¢
Goodwill $21,72¢ 10,26: 10,25: 4,01¢ 4,011
Total asset $56,13¢ 22,03¢ 22,56: 8,25/ 8,18t
Total lon¢-term debi® $21,83¢ 7,32¢ 7,75¢ 3,31t 3,01
Total stockholder equity $20,821 9,64 9,467 3,16¢ 3,41¢

(1) Total lon¢-term debt is the sum of current maturities of -term debt and lor-term debt on our consolidated balance sheets ofal
obligations, see “Management’s Discussion and Asialgf Financial Condition and Results of Operatiefi-ruture Contractual
Obligation¢” in Item 7 of our Annual Report on Form-K for the year ended December 31, 2C
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Selected financial information from the consolidastgatements of cash flows is as follows:

Years Ended December 31

2011 2010 2009 2008 2007
(Dollars in millions)
Net cash provided by operating activit $4,201 2,048 157/ 85% 1,03(
Net cash used in investing activiti (3,647 (85%) (67%) (38S) (619
Net cash used in financing activiti (577 (1,175 (97€) (255 (402
Payments for property, plant and equipment anda&iged software (2,417 (864) (75%) (287) (326
The following table presents certain selected claasi®d operating data as of the following dates:
December 31,
2011(@) 2010  2009@ 2008 2007
(in thousands)
Broadband subscribe 5,65¢ 2,34¢ 2,18¢ 62€ 541
14,58: 6,48¢ 7,028 2,028 2,152

Access line:

() In connection with our Qwest acquisition on ifr 2011, we acquired approximately 9.0 milli@befpphone access lines and

approximately 3.0 million broadband subscrib:

(2) In connection with our Embarq acquisition ofyJiy 2009, we acquired approximately 5.4 millietephone access lines and

approximately 1.5 million broadband subscrib:
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Certain statements in this Appendix B constitutevrd-looking statements. See “Special Note ReggrBorward-Looking Statements”
in Item 1 of our Annual Report on Form 10-K for $ear ended December 31, 2011 for factors reldtiriese statements and see “Risk
Factors” in Item 1A of our Annual Report on FormHKdor the year ended December 31, 2011 for a dgonf certain risk factors applical
to our business, financial condition and resultsérations.

Overview

We are an integrated communications company engag@arily in providing an array of communicatiosarvices to our residential,
business, governmental and wholesale customersc@umunications services include local and londgadise, 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 ctitiyeelocal exchange carriers and security
monitoring. We strive to maintain our customer tielaships by, among other things, bundling our merefferings to provide our customers
with a complete offering of integrated communicatigervices.

At December 31, 2011, we operated 14.584 milliczeas lines in 37 states, and served 5.554 millioadband subscribers. During 2C
we updated our methodology for counting access larel broadband subscribers. Our access line n@tgydincludes only those access lines
that we use to provide services to external custsmmed excludes lines used solely by us and oiliaggs. Our methodology also excludes
unbundled loops and includes stand-alone broadbalnstcribers. Our methodology for counting accesslimay not be comparable to those of
other companies.

Our consolidated financial statements include ttemants of CenturyLink, Inc. (“CenturyLink”) anditmajority-owned subsidiaries.
These subsidiaries include SAVVIS, Inc. (“Savvia¥) of July 15, 2011, Qwest Communications Inteomati Inc. (“Qwest”)as of April 1, 201
and Embarqg Corporation (“Embarqg”) as of July 1,2(Bee Note 2—Acquisitions). Due to the significsize of these acquisitions, direct
comparisons of our results of operations for theryended December 31, 2011, 2010 and 2009 armé&smsingful than usual. We discuss
below, under “Segment Results”, certain trends weabelieve are significant, even if they are rextessarily material to the combined
company.

In the discussion that follows, we refer to theibess that we operated prior to the Qwest acqaoisiincluding Embarg’s business) as
“Legacy CenturyLink” and refer to the incrementakimess activities that we now operate as a reétiie Savvis acquisition as “Legacy
Sawvis” and the Qwest acquisition as “Legacy QWd&te to the magnitude of our recent acquisitionselation to Legacy CenturyLink
operations, in the combined company variance d&ons below we have separately reflected the inspafdboth the Legacy Qwest and Leg
Savvis operations for enhanced visibility, althowgdactively manage the combined company throughicaur segments, as discussed further
below.

We have incurred operating expenses related taayuisitions of Savvis in July 2011, Qwest in A@W11 and Embarq in July 2009.
These expenses are reflected in cost of serviakpraaucts and selling, general and administraik@enses in our consolidated statements of
operations as summarized below.

Years Ended December 31
2011 2010 2009
(Dollars in millions)

Cost of services and produc

Integration and other expenses associated withisitiqns $ 43 37 —
Severance expenses, accelerated recognition @-based awards ar
retention compensation associated with acquisi 24 12 6
$ 67 49 6
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Selling, general and administratiy

Expenses incurred to effect acquisitic $ 79 13 65
Integration and other expenses associated withisitiqns 172 64 86
Severance expenses, accelerated recognition af-blaged awards and retention

compensation associated with acquisiti 14¢ 19 114

$40C 96 265

This table does not include costs incurred by Qwe&avvis prior to being acquired by us. Basedwument plans and information, we
estimate that, in relation to our Qwest acquisitiwa will incur approximately $800 million to $1llmn of operating expenses associated with
transaction and integration costs (which includgzraximately $393 million of the expenses notedva)@nd approximately $200 million of
capital expenditures associated with integratidivities (which includes approximately $24 milliari capital expenditures incurred through
December 31, 2011).

Upon the discontinuance of regulatory accountirfigative July 1, 2009, we recorded a one-time, nashaxtraordinary gain that
aggregated approximately $217 million before incdeneexpense ($136 million after-tax). See Note Diseontinuance of Regulatory
Accounting for more information.

For several years prior to 2011, we reported oerajons as a single segment. In connection witraoquisitions of Savvis on July 15,
2011 and Qwest on April 1, 2011, we have reorgahtme business into the following operating segrsient

. Regional market, which consists primarily of providing productsdaservices to residential consumers, small to nme-sized
businesses and regional enterprise custor

. Business marke, which consists primarily of providing productsdaservices to enterprise and government custor
. Wholesale market, which consists primarily of providing productsdaservices to other communications providers;

. Savvis operationswhich consists primarily of providing hosting anetwork services primarily to business customersiges by
Legacy Savvis. The business markets segment clyrpot/ides some of the same services as our Sapédrtions segment, and
we may reclassify in the future the revenues ameeses associated with those services as part awvis operations segment.
We will continue to classify those services as péthe business markets segment until we aretalflether integrate Legacy
Savvis.

Due to system limitations, it is impracticable éport 2009 segment information using our curreghrent view. As such, only 2010
financial data has been revised under our new seigstireicture described above.

We now report financial information separately éacch of these segments; however, our segment iafammdoes not include capital
expenditures, total assets, or certain revenueggmehses that we manage on a centralized basise Asntinue to integrate our recent
acquisitions, we may make further changes to thewesassess performance and make decisions aboedatalg resources, which could
change our segment reporting. Our segment regeltsa necessarily indicative of the results ofrafiens that our segments would have
achieved had they operated as stand-alone ertiti@sg the periods presented. For additional infation about our segments, see Note 13—
Segment Information and “Results of Operations—SagrResults” below.
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RESULTS OF OPERATIONS

The following table summarizes the results of aursolidated operations for the years ended Decethet011, 2010 and 2009,
presented in a manner that we believe will be ugefwnderstanding the relevant trends affectinglousiness. Our operating results include
operations of Savvis for periods after July 15, B@west for periods after April 1, 2011 and Embfargperiods after July 1, 2009.

Years Ended December 31
2011 2010 2009
(Dollars in millions except
per share amounts)

Operating revenue $15,35! 7,042 4,97¢
Operating expenst 13,32¢ 4,982 3,741
Operating incomi 2,02t 2,06( 1,23:
Other income (expens (1,077) (529) (420
Income tax expens 37E 5832 30z
Extraordinary item, net of income tax expe — — 13€
Net income $ 578 94¢ 647
Employees 49,20( 20,30( 20,20(
BASIC AND DILUTED EARNINGS PER COMMON SHARI

Before extraordinary iter $ 1.07 3.1z 2.5t

Extraordinary iterr — — .68

Basic and diluted earnings per common sl $ 1.07 3.15 3.2

The lower levels of net income in 2011 were prifyaaitributable to the acquisition of Qwest as @iA1, 2011, which resulted in
substantial acquisition, severance and integraiguenses, as presented in the table under the V{@vweérsection above. Legacy Savvis’ and
Legacy Qwest’s post-acquisition operations, whiatilided substantial severance and integration esgseaind significant acquisition
accounting adjustments to depreciation and amdtidizaxpense based on preliminary valuation eséméee Note 2—Acquisitions and
Note :—Goodwill, Customer Relationships and Other IntatgAssets), did not contribute significantly tar @ensolidated net income in
2011. Our current preliminary valuation estimatesur recently acquired assets and liabilitiessarigject to change as we finalize our estim
of acquisition date fair value, including thoseatetl to assets under capital leases, which mait resnaterial changes to depreciation expe
Within our Legacy CenturyLink business, growth fragegic services revenues (which we describe éatvelow) did not fully offset lower
revenues from other services and products, fudbetributing to the decreases in consolidatedm=ime.

Diluted earnings per common share in 2011 was anbatly lower than the amounts for the correspngdieriods of 2010 and 2009 due
to decreases in net income, as well as increagbe weighted average number of outstanding comshares. The increase in outstanding
shares during 2011 was primarily attributable ®igsuance of 294 million shares in connection WithQwest acquisition on April 1, 2011
and the issuance of 14.313 million shares in catimevith the Savvis acquisition on July 15, 2011.

The following table summarizes our broadband subsrs and access lines:

Years Ended December 31
2011 2010 2009
(in thousands)

Operational metrics
Broadband subscribe 5,554 2,34¢ 2,18¢
Access line: 14,58¢ 6,48¢ 7,028

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

. promote lon-term relationships with our customers through bingdbf integrated service

. provide new services, such as video, cloud hostiranaged hosting, colocation services and othdtiadal services that me
become available in the future due to advancesdhriology, wireless spectrum sales by the FCC prawements in our
infrastructure
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. provide our broadband and premium services to lagnigercentage of our custome

. pursue acquisitions of additional communicatioragpprties if available at attractive prici
. increase usage of our networks; i

. market our products and services to new custor

Operating Revenues

During 2011, we revised the way we categorize eodpcts and services. We currently categorize oolyrts, services and revenues
among the following four categories:

. Strategic service, which include primarily private line (includingescial access which we market to business custontes:
require dedicated equipment to transmit large ansooidata between sites), broadband, hostingu@hety cloud hosting and
managed hosting), colocation, multi protocol limétshing (“MPLS”) (which is a data networking teabingy that can deliver the
quality of service required to support real-timéceoand video), video (including DIRECTV), voiceemnternet Protocol (“VolP”)
and Verizon Wireless service

. Legacy service, which include primarily local, long-distance, sefied access, public access, integrated servigéaldietwork,
(“ISDN”) (which uses regular telephone lines to gog voice, video and data applications), and trawial wide area network
(“WAN") services (which allows a local communications nekwo link to networks in remote location:

. Data integration, which is telecommunications equipment we sell théocated on custom¢ premises and related professio
services, such as network management, installatiomaintenance of data equipment and buildingadngetary fiber-optic
broadband networks for our government and busiogestomers; an

. Other revenueswhich consists primarily of USF revenue and surgbal

We have revised our 2010 presentation of our prisdared services revenues to conform to our cunategories for 2011. Due to system
limitations, we have deemed it impracticable toorépur 2011 revenue by our previous products andices, which were as follows:

. Voice,which included our local calling service to resitial) business and wholesale customers within ocallservice areas,
generally for a fixed monthly charg

. Data, which included revenues primarily from monthlguering charges for providing broadband access&sydata transmissi
services over special circuits and private lines switched digital television service

. Network Acces, which included revenues primarily from providiwtiolesale services to various carriers and custeimer
connection with the use of our facilities to origie and terminate their interstate and intrastateevtransmissions as well as
universal support funds and reciprocal compensdtam CLECs and wireless service providers;

. Other revenue, which included revenues from providing (i) fikemnsport, CLEC and security monitoring servic@sjéasing,
selling, installing and maintaining customer pregrasjuipment and wiring; (iii) providing payphone\sees; (iv) participating in tt
publication of local directories; (v) providing meirk database services and (vi) providing videwises, as well as other new
product and service offering
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The following table summarizes our operating rewsnunder our current revenue categorization:

Years Ended

December 31, Increase (Decrease
2011 2010 CenturyLink Qwest Savvis Total
(Dollars in millions)
Strategic service $ 6,252 2,04¢ 15C 3,57 483 4,20t
Legacy service 7,68( 4,28t (483) 3,87¢ — 3,392
Data integratior 537 15¢ (23) 40z — 37¢
Other 88C 547 (24) 357 — 338
Total operating revenut 15,35! 7,047 (380) 8,20¢ 483  8,30¢

For comparability purposes, we have included thmé revenue categorization for 2010 and 2009:

Years Ended
December 31, Increase (Decrease)
2010 2009 CenturyLink Embarq Total
(Dollars in millions)

Voice $3,13¢  2,16¢ (77) 1,047 97C
Data 1,90¢ 1,20z (28) 73% 707
Network acces 1,08( 92¢ (96) 24¢€ 152
Other 91& 67€ (33) 272 23¢
Total operating revenut $7,04: 4,974 (234 2,30z  2,06¢

Our operating revenues increased substantiallpiri 2s compared to 2010 due to our acquisitiof&aefis and Qwest. Due to our
acquisition of Embarg on July 1, 2009, our 2010rafieg revenues reflect a full year of Embarqg’uttss as opposed to our 2009 operating
revenues, which reflect only six months of Embargsults.

Total operating revenues increased $8.309 bilioa011 as compared to 2010 and increased $2.0&$bil 2010 as compared to 2009.
Our 2011 increase was largely attributable to ttipussition of Qwest, which contributed total opérgtrevenues (net of intercompany
eliminations) of $8.2 billion. Legacy CenturyLinlperating revenues decreased $380 million, or 5iA%011 and $234 million, or 4.7%, in
2010 as compared to the prior year period. Theseedses were primarily attributable to declinelegacy services revenues, which reflected
the continuing loss of access lines in our mark&t®ecember 31, 2011, we had 14.584 million actiess, of which 8.533 million were in
Legacy Qwest markets. Access lines in our Legacy CenturyLirgtkats declined to 6.051 million at December 31,12flom 6.489 million ¢
December 31, 2010, a decrease of 6.75%, and we28 willion at December 31, 2009, a decrease &9%8.6Ne believe the decline in the
number of access lines was primarily due to thpldeement of traditional wireline telephone sersibg other competitive products and
services. We estimate that our access lines Idsbevbetween 5.9% and 6.6% in 2012. Our legacyices revenues were also negatively
impacted in 2011 by the continued migration of oostrs to bundled service offerings at lower effextiates. The decreases in our legacy
services revenues were partially offset by higlegenues from strategic services revenues. Broaddnaahgrivate line services accounted for a
majority of the growth in strategic services reveadn 2010, total operating revenues decreased $illon due to the elimination of all
intercompany transactions upon the July 1, 200€odisnuance of regulatory accounting.

We are aggressively marketing our strategic sesviceluding our data hosting services) and datghation to offset the continuing
declines in our legacy services revenues. We belew recent acquisitions of Savvis and Qweststitngthen our ability to achieve this goal.
Further analysis of our operating revenues by segiimgrovided below in “Segment Results.”

Operating Expenses

As discussed in Note 1—Basis of Presentation amadn$ary of Significant Accounting Policies, duringl20we changed the definitions
we use to classify expenses as cost of servicepraaiicts and selling, general and administratwne, have reclassified prior period amoun
conform to our new definitions. During 2011, oueogting expenses increased substantially in cosgrato 2010 primarily due to our
acquisition of Qwest and Savvis. In addition, oper@ting expenses increased substantially in 28 Tdmpared to 2009 due to our acquisition
of Embarq.
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The following tables summarize our operating expsns

Years Ended

December 31, Increase (Decrease
2011 2010 CenturyLink Qwest Savvis Total
(Dollars in millions)
Cost of services and products (exclusive of deptiEei and amortizatior $ 6,328 2,54« (4 3,52¢ 262 3,781
Selling, general and administrati 2,97t 1,00¢ 60 1,791 12C 1,971
Depreciation and amortizatic 4,02¢ 1,434 72 2,394 12€ 2,597
Total operating expens: $13,32¢ 4,98 12¢€ 7,70¢ 50€ 8,34«
Years Ended
December 31, Increase (Decrease)
2010 2009 CenturyLink Embarq Total
(Dollars in millions)
Cost of services and products (exclusive of deptiExi and amortizatior $2,54¢ 1,801 (59 802 743
Selling, general and administrati 1,00« 96E (87) 12€ 39
Depreciation and amortizatic 1,43¢ 97t (22 481 45¢
Total operating expens $4,98: 3,741 (16¢) 1,40¢ 1,241

The increases in total operating expenses of $&BHdn in 2011 was largely attributable to thelimsion of $7.7 billion in post-
acquisition Legacy Qwest operating expenses (ngttefcompany eliminations) in our consolidatedragiag expenses. In addition, the
acquisition of Savvis on July 15, 2011 increasedommsolidated operating expenses by $508 millkandiscussed in the “overview” section,
our operating expenses for 2011, 2010 and 2008@ded substantial severance and integration cdstedeto the Qwest, Savvis and Embarq
acquisitions as well as significant acquisition@aotting adjustments to depreciation and amortinatixpense (see Note 2—Acquisitions and
Note :—Goodwill, Customer Relationships and Other IntatgAssets). Excluding the effects of Legacy Qveest Savvis expenses, total
operating expenses in 2011 increased $128 millio&,6%, due primarily to integration costs assedavith the Qwest acquisition and
increased costs of providing our facilitibased video services to more customers. Total tipgrexpenses in 2010 (excluding $1.409 billiot
incremental costs associated with operating thedmproperties for a full year in 2010 as compadeeal half year in 2009), decreased
$168 million primarily due to a $104 million redian in operating expenses from the eliminationlbirdercompany transactions upon the
discontinuance of regulatory accounting and a $BBomreduction in salaries and benefits.

Cost of services and products for Legacy Centutyloperations was relatively unchanged in 2011.28dr1, higher costs of services and
products associated with providing our facilitiessbd video service of $55 million were substantiaffset by a $28 million decrease in
salaries and benefits and a $20 million decreasegcitities costs associated with the migratioriegfacy Embarq long-distance traffic to our
internal networks. Costs of services and produc2)il0 (excluding $802 million of incremental coassociated with operating the Embarq
properties for a full year in 2010 as compared halh year in 2009) decreased $59 million primadle to a reduction in operating expenses
from the elimination of all intercompany transangaupon the discontinuance of regulatory accounting

Legacy CenturyLink selling, general and administeexpenses increased $60 million, or 6.0%, fdrl28s compared to 2010, while
selling, general and administrative expenses deetkd87 million for 2010 as compared to 2009. Hgreziods presented, our expenses
include significant transaction, severance andyiistigon expenses related to the Savvis, Qwest amubEq acquisitions (see table in
“Overview” above). Changes in the timing and amafrwest and Savvis integration expenses resintedt increases in Legacy
CenturyLink selling, general and administrative exges of $164 million in 2011, from the amountstifier comparable periods
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of 2010. This increase was partially offset by ardase of $33 million in 2011 in operating taxebiolt were primarily due to favorable
property tax and transaction tax settlements. titah, in 2011 we had a decrease of $20 milliosampensation expenses, which were
primarily due to workforce reductions and lower gien expense. Selling, general and administratipeese in 2010 (excluding $126 million
of incremental costs associated with operating=tmbarg properties for a full year in 2010 as coragdo a half year in 2009) decreased

$87 million primarily due to a $32 million reduction salaries and benefits, a $17 million decréasegal costs and a $15 million reduction in
expenses from the elimination of all intercompaiansactions due to the discontinuance of regulaocpunting.

Depreciation and amortization for Legacy Centurglimcreased $72 million, or 5.0%, in 2011 primadiye to higher levels of property,
plant and equipment. Depreciation and amortizatid2010 (excluding $481 million of incremental erge associated with operating the
Embarq properties for a full year in 2010 as coragdo a half year in 2009) decreased $22 millioa dua $19 million decrease resulting from
a change in certain depreciation rates effectile 2009 upon the discontinuance of regulatogoaating and a $25 million decrease of
certain assets becoming fully depreciated. Theseedses were partially offset by a $22 million ease due to higher levels of plant in service.

Other Consolidated Results
The following tables summarize our total other imen(expense) and income tax expense:

Years Ended

December 31, Increase (Decrease
2011 2010 CenturyLink Qwes! Savvis Total
(Dollars in millions)
Interest expens $(1,072) (549 34 48€ 8 52¢
Other income (expens (5 15 17 6 3 20
Total other income (expens $(1,077)  (529) 51 492 5 54¢
Income tax expens $ 37E 58¢ nm nm nm (20¢)
Years Ended
December 31, Increase (Decrease)
2010 2009 CenturyLink Embarg Total
(Dollars in millions)
Interest expens $(544)  (367) 13 164 177
Other income (expens 15 (53) (25) (43) (68
Total other income (expens $(529) (420) (12 121 A0¢
Income tax expens $ 58: 302 nm nm 281

nm—Attributing changes in income tax expense toattguisitions of Savvis, Qwest and Embarq is carsidl not meaningful.

Other Income (Expense)

Interest expense increased $528 million in 201tarily due to debt assumed in the Qwest acquis#imhincurred subsequent to that
acquisition. See Note 4—Long-term Debt and CreddilRies and “Liquidity and Capital Resourcdsglow for additional information about t
debt assumed in the Qwest acquisition.

Interest expense for Legacy CenturyLink increasgtlifiillion, or 6.3%, in 2011 compared to 2010 a8 fhillion, or 3.5%, in 2010
compared to 2009. In 2011, the increase was priiynduie to interest on our senior notes with $2dmillaggregate principal that were issued in
June 2011 to finance the Savvis acquisition, pggrtidfset by principal repayments made during 2@h@ the first quarter of 2011. In 2010,
interest expense increased primarily due to thexést expense attributable to $4.9 billion of Emtsmindebtedness we assumed in mid 2009.
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Other income (expense) reflects certain items irettly related to our core operations, includirging and losses from non-operating
asset dispositions and impairments, our sharecoii@ from our 49% interest in a cellular partngrshiterest income and foreign currency
gains and losses. Other income (expense) for LeGaayuryLink decreased $17 million in 2011, as cared to 2010. This change was
primarily due to $16 million in transaction expesisecurred in connection with terminating an unusedge loan financing commitment
related to the Savvis acquisition (see Note 2—Asitjons). The change from 2009 to 2010 was primatile to the recognition of a
$72 million pre-tax charge for certain debt extiisument transactions consummated in October 2008Kizh $27 million was incurred by
CenturyLink and $45 million was incurred by Embarq)

Income Tax Expense

Our income tax expense for the years ended Decedih@011 and 2010 decreased $208 million and ased $281 million,
respectively, from the amounts for the comparaklr yOur decrease in 2011 was primarily due toceedse in income before income tax
expense due primarily to the acquisition of Qweatr 2010 increase was due to increased incomedafoome tax expense due in part to the
inclusion of a full year of Embarq operations iflR0For the years ended December 31, 2011, 201@@0®) our effective income tax rate v
39.6%, 38.1% and 37.2%, respectively. The 201 leger was due in part to the effects of certain ednctible expenses incurred in connec
with our acquisition of Qwest, which was substdhtiaffset by the effects of a tax law change ireaf the states in which we operate that
resulted in recognition of a $14 million tax bendfithe second quarter of 2011. In addition, duexecutive compensation limitations purst
to the Internal Revenue Code, a portion of the lgonp distributions related to the termination ofaecutive retirement plan made in the first
quarter of 2009 is reflected as non-deductiblérfoome tax purposes and thus increased our eféertoome tax rate. Certain merger-related
costs incurred during 2010 and 2009 are also nduatible for income tax purposes and similarly @aged our effective income tax rate. In
2009, such an increase in our effective tax rate peatially offset by a $7 million reduction to aleferred tax asset valuation allowance
associated with state net operating loss carryfatsvdn addition, in 2009 we recognized net aftertienefits of approximately $16 million
primarily related to the recognition of previousigrecognized tax benefits. See Note 12—Income TamdsIncome Tax Expense” for
additional information.

Extraordinary Item

Upon the discontinuance of regulatory accountinguly 1, 2009, we recorded a one-time extraordigaiy of approximately
$136 million after-tax. See Note 14—DiscontinuanEé®egulatory Accounting for additional informatioelated to this extraordinary gain.

Segment Results
Segment information is summarized below:

Years Ended December 31,

2011 2010
(Dollars in millions)
Total segment revenu $ 14,47 6,49t
Total segment expens 6,53t 2,40:
Total segment incorr $ 793¢ 4,092
Total margin percentag 55% 63%
Regional markets
Revenue! $ 7,83: 4,64(
Expense: 3,39¢ 1,78
Income $ 4,43¢ 2,857
Margin percentag 57% 62%
Business market:
Revenue! $ 2,861 26€
Expense: 1,73€ 12C
Income $ 112t 14€
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Margin percentag 3% 55%
Wholesale market:

Revenue! $3,29¢ 1,58¢

Expense: 1,021 50C

Income $2,27¢ 1,08¢

Margin percentag 69% 69%
Savvis operation:

Revenue! $ 488 —

Expense: 38C —

Income $ 103 —

Margin percentag 21% —

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

For several years prior to 2011, we reported oerajons as a single segment. Due to system limisive have not reported our 2009
segment information using our current segmentseaave deemed it impracticable to do so. As sinehfdllowing section only includes data
for the years ended December 31, 2011 and 2010c@mselidated operating results in the “Result®pérations—Overview” section above
for variance discussions related to our 2009 fir@ncformation.

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

Years Ended December 31,

2011 2010
(Dollars in millions)

Total segment revenu $ 14,47 6,49¢
Other operating revenu 88( 547
Operating revenues reported in our consolidatedrsiants of operatior $ 15,35: 7,042
Total segment incomr $ 7,93¢ 4,09:
Other operating revenu 88C 547
Depreciation and amortizatic (4,02¢) (1,439
Other unassigned operating exper (2,765 (1,145
Operating income reported in our consolidated statés of operatior $ 2,02t 2,06(

In connection with the recent reorganization of segments, we also revised the way we categorizeemment revenues and segment
expenses. Our major categories of products andcesrare strategic services, legacy services,idiggration and other, each of which is
described in more detail in “Operating Revenuesivab We report our segment expenses for regiongtets business markets and wholesale
markets as follows:

. Direct expense, which primarily are specific, incremental expeseurred as a direct result of providing serviaed products to
segment customers, along with selling, generalaamdinistrative expenses that are directly assatiatth specific segment
customers or activities; at

. Allocated expensg, which are determined by applying acti-based costing and other methodologies to inclutl®ark expenses
facilities expenses and other expenses such dsgleeluct management and real estate expe

For Savvis operations, segment expenses incorpitratentire operations of our Savvis subsidiaifeguding certain centrally managed
costs that are allocated to our other segment®agithead costs that are not allocated to our aperating segments. The integration of cel
of these functions for Savvis are still in the gatiages. Consequently, all Savvis operations segexpenses have been categorized as direct
expenses. We intend to refine our expense methggalnd begin allocating expenses to Savvis operatg we continue integrating it among
our other segments beginning in 2012.
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We do not assign depreciation and amortization ex@¢o our segments, as the related assets andl eqpenditures are centrally-
managed. Other unassigned operating expenses tcprisiarily of expenses for centrally-managed adstiative functions (such as finance,
information technology, legal and human resourcesjerance expenses and restructuring expenseednéxpense is also excluded from
segment results because we manage our financiagatal company basis and have not allocated agsdht to specific segments. In
addition, other income (expense) does not relateitcsegment operations and is therefore excluded bur segment results. We have recast
our 2010 operating results based on our new segrapatting.

We may make further changes to our segment regaoanwve continue to integrate the operations obtg@west and Legacy Savvis.
For more information on our segment reporting, dete 13—Segment Information.

Regional Markets

The operations of our regional markets segment haea impacted by several significant trends, tliolg those described below. The
discussion that follows generally applies to bath loegacy CenturyLink markets and our Legacy Qwestkets for periods after the April 1,
2011 acquisition date.

. Strategic servicedVe continue to focus on increasing subscribersuobooadband services in our regional markets sagrre
order to remain competitive, we believe continualigreasing connection speeds is important. Asalt,enve continue to invest in
our fiber to the node, or FTTN, deployment, whidlowas for the delivery of higher speed broadbandises. While traditional
ATM-based broadband services are declining, the lneen more than offset by growth in fitlersed broadband services. We
continue to expand our product offerings includiaglities-based video services and enhance ouketiag efforts as we compete
in a maturing market in which most consumers alydse broadband services. We expect these effdftisnprove our ability to
compete and increase our broadband revel

. Facilities-based video expensdss we continue to expand our facilities-based vigdervices we are incurring start-up expenses in
advance of the revenue that this service is exgdotgenerate. Although, over time, we expect theitrevenue for facilities-based
video services will offset the expenses incurrld,timing of this revenue growth is uncert:

. Access linesOur voice revenues have been, and we expect tHegomtinue to be, adversely affected by accessliisses. Intense
competition and product substitution continue twelour access line losses. For example, many coasuare substituting cable
and wireless voice and electronic mail and soaflvorking services for traditional voice telecomriuations services. We expect
that these factors will continue to impact our bass. Service bundling and other product promotiassiescribed below, continue
to be some of our responses to offset the lossvafitues as a result of access line los

. Service bundling and product promotiolge offer our customers the ability to bundle mudtiproducts and services. These
customers can bundle local services with otheriees\such as broadband, video, long-distance areless. While our video and
wireless services are an important piece of outocoer retention strategy, they do not make a lageribution to strategic servic
revenues. However, we believe customers valuedheenience of, and price discounts associated vatigiving multiple services
through a single company. While bundle price diststhave resulted in lower average revenues foimalividual products, we
believe service bundles continue to positively iotgaur customer retention. In addition to our bendiscounts, we also offer
limited time promotions on our broadband serviaepimspective customers who want our broadbanduatdd their bundle which
further aids our ability to attract and retain amsérs and increase usage of our serv

. Operating efficienciesWe continue to evaluate our operating structurefaads. This involves balancing our workforce ispense
to our workload requirements, productivity improvamts and changes in industry, competitive, tectgio& and regulatory
conditions.
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The following table summarizes the operating rasiuim Legacy CenturyLink and Legacy Qwest for mgional markets segment:

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

Segment revenue

Strategic service $2,53: 1,212 58 1,268 1,32
Legacy service 5,171 3,28¢ (280) 2,16z 1,88:Z
Data integratiot 12¢ 13¢ (149 4 (10
Total revenue 7,832 4,64( (23¢) 3,431 3,19¢
Segment expense
Direct 3,252 1,81¢ 3 1431 1,43¢
Allocated 14€ (39 (26) 207 181
Total expense 3,39¢ 1,78 (23) 1,63t 1,61t
Segment incom $4,43¢ 2,857 (21€) 1,79 1,577
Segment margin percenta 57% 62%

Segment Incom@&he acquisition of Qwest on April 1, 2011 largebntributed to an increase in our regional markeggreent income of
$1.577 billion for the year ended December 31, 284 tompared to 2010. Our consolidated segmentimpegcentage declined in 2011 as a
result of lower margins in Legacy Qwest marketgréent income for our Legacy CenturyLink operatidesreased $216 million as compared
to 2010 reflecting declines in revenues while egsremained relatively flat.

Segment Revenudsxcluding 2011 revenues attributable to the Qwegtisition, regional markets revenues decreasef #lBon, or
5.2%, for the year ended December 31, 2011 as ammpa 2010. Growth in strategic services revemigsot fully offset a decline in legacy
services revenues. The higher amounts of strasegidces revenues are due principally to volumeemses in our facilities- based video
services and increases in the number of broadhaystebers, partially offset by the effects of rdiscounts. Increases in MPLS and Ethernet
services volumes also contributed to higher stiategrvices revenues. Legacy services revenuesatsml primarily due to declines in local
services associated with access line losses mgdftm competitive pressures.

Segment Expensd®egional markets expenses, exclusive of Legacy Qsvgenses, decreased $23 million, or 1.3%, foyé&ze ended
December 31, 2011 as compared to 2010, primarigytddower marketing and advertising expenses a&cdedsed employee related expense
due to workforce reductions, partially offset bgr@ased costs to provide facilities-based videoices.

Business Market:

The operations of our business markets segmentlemreimpacted by several significant trends, liclg those described below. The
discussion that follows generally applies to batih loegacy CenturyLink markets and our Legacy Qwmestkets for periods after the April 1,
2011 acquisition date.

. Strategic service®ur mix of total revenues continues to migrate flegacy services to strategic services as our gtigerand
government customers increasingly demand custonaizddntegrated data, Internet and voice servidesoffer diverse
combinations of emerging technology products amdises such as private line, MPLS, hosting, andP/s¢rvices. We believe
these services afford our customers more flexybititmanaging their communications needs and enabte improve the
effectiveness and efficiency of their operationghdugh we are experiencing price compression grsgategic services, we exp
overall revenues from these services to gi
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. Legacy serviceWe face intense competition with respect to ouadstservices and continue to see customers migratiray &om
these services and into strategic services. Irtiaddour legacy services revenues have been arekpect they will continue to be
adversely affected by access line los

. Data integration We expect both data integration revenue and tlageblcosts will fluctuate from quarter to quartetlas revenue
stream tends to be more sensitive than other reveimeams to changes in the economy and to chamgpending trends of our
federal government custome

. Operating efficienciesNe continue to evaluate our operating structurefaods. This involves balancing our workforce ispense
to our productivity improvements while achievingeogtional efficiencies and improving our procesbesugh automation. We al:
expect our business markets segment to benefitictti from efficiencies in our compa-wide network operation:

The following table summarizes the operating rasiutim Legacy CenturyLink and Legacy Qwest for business markets segment:

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

Segment revenue

Strategic service $1,341 57 1 1,28¢ 1,28¢
Legacy service 1,11: 19C 9 932 923
Data integratiot 407 _19 (9) 397 38¢
Total revenue 2,861 26¢€ (17) 2,612 2,59t
Segment expense
Direct 764 6 8 75C 758
Allocated 972 114 (172) 86¢ 85¢
Total expense 1,73¢ 12c 3) 1,61¢ 1,61¢
Segment incom $1,12¢ 14¢ (149 99:< 97¢
Segment margin percenta 3% 55%

Segment Incom@&he acquisition of Qwest on April 1, 2011 substahtiincreased the scale of our business markegtsset, resulting in
an increase in our segment income of $979 millionthe year ended December 31, 2011 as compar2@ild Our consolidated segment
margin percentage declined in 2011 as a resutiveét margins in Legacy Qwest markets. Legacy Qwpstations accounted for 91.3% of «
2011 business markets segment revenues and 88.866 s€gment income.

Segment Revenudsgacy CenturyLink business markets revenues deede®l7 million, or 6.4%, for the year ended Decendd, 201!
as compared to 2010. This decrease primarily rieftelower revenues from legacy services drivendoess line losses and lower data
integration revenues due to lower sales of datgation equipment.

Segment Expensdsgacy CenturyLink business markets expenses radaglatively flat for the year ended December2RiL1 as
compared to 2010. However, direct expenses incdgasearily due to increased employee related egpemesulting from a larger sales force
and higher customer premise equipment expenseilih, vhile allocated expenses decreased due ta logteork expenses related to cost
optimization efforts.
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Wholesale Markets

The operations of our wholesale markets segmehtikély be impacted by the recently adopted FC@eomwhich will substantially
increase the pace of reductions in the amount @€sad access revenues we receive, as discusseel iRegulation” section in Item 1 of our
Annual Report on Form 10-K for the year ended Ddmem31, 2011, as well as the significant trendsudised below. The discussion that
follows generally applies to both our Legacy Ceyitimk markets and our Legacy Qwest markets forqubsiafter the April 1, 2011 acquisition
date.

. Private line services (including special acceDemand for our private line services continueswtweéase, despite our custon’
optimization of their networks, industry consolidatand technological migration. While we expedttthese factors will continue
to impact our wholesale markets segment, we ulgigpdielieve the growth in fibdvased special access provided to wireless ca
for backhaul will, over time, offset the declinedapper- based special access provided to wirebssiers as they migrate to
Ethernet, and bandwidth consumption grows, althdhghiming and magnitude of this technological ratmpn is uncertair

. Access and local services revenlOur access and local services revenues have bdemeaexpect will continue to be, advers
affected by regulation, technological migratiordustry consolidation and rate reductions. For exapgonsumers are substituting
cable, wireless and VolIP services for traditior@te telecommunications services, resulting in iometd access revenue loss. We
expect these factors will continue to adverselyaoipur wholesale markets segme

. Long-distance services revenuWholesale lon-distance revenues continue to decline as a rekaltstomer migration to mo
technologically advanced services, price compressieclining demand for traditional voice servieasl industry consolidatio

The following table summarizes the operating resiuim Legacy CenturyLink and Legacy Qwest for whiolesale markets segment:

Years Ended
December 31, Increase (Decrease
2011 2010 CenturyLink Qwest Total
(Dollars in millions)
Segment revenue
Strategic service $1,89¢ 78C 94 1,02« 1,11¢
Legacy service 1,39¢ 80¢ (2949) 781 587
Data integratior 1 — — 1 1
Total revenue 3,29¢ 1,58¢ (10C) 1,80¢ 1,70¢
Segment expense
Direct 174 13¢ (6) 41 35
Allocated 847 361 61 42F 48€
Total expense 1,021 50C 55 46€ 521
Segment incom $2,27¢ 1,08¢ (155) 1,34C 1,18t
Segment margin percenta 69% 69%

Segment Income

The acquisition of Qwest on April 1, 2011 largebntributed to an increase in our wholesale markegsnent income of $1.185 billion
for the year ended December 31, 2011 as compar2@ilfd. Segment income for our Legacy CenturyLin&rapons decreased $155 million
the year ended December 31, 2011 as compared € gffarily reflecting declines in revenues intbperiods, as discussed further below.
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Segment Revenudsxcluding 2011 revenues attributable to the Qwegtisition, wholesale markets revenues decreased illion, or
6.3%, for the year ended December 31, 2011 as aemipa 2010. This decrease reflects substantiaviyet revenues from legacy services,
partially offset by growth in revenues from straéegervices. The decrease in legacy services regemailects ongoing declines in access and
local services volumes and revenues due to thdisulm of cable, wireless and VoIP services faditional voice telecommunications
services. Growth in strategic services revenues\guily relating to private line and special accesprices, partially offset the declines in
legacy services revenues.

Segment Expensé@&holesale markets expenses, exclusive of LegacysQexpenses, increased $55 million, or 11%, foytee ended
December 31, 2011 as compared to 2010. The inchedsgacy CenturyLink wholesale markets expensas primarily due to increased
allocated expenses reflecting increased bad depenee. Direct expenses decreased for the yeareasilhof reduced access costs.

Sawvis Operation:
The operations of our Savvis operations segmertdmimpacted by several significant trends, iditig those described below.

. Colocation.Colocation is designed for clients seeking datderespace and power for their server and networkingpment needs.
Our data centers provide our clients around thddweith a secure, high-powered, purpdzseh location for their IT equipment. W
anticipate continued pricing pressure for theseises as wholesale vendors enter the enterpriseatibn market; however, we
believe that our data center expansion strategynefnmitigate these pricing challeng

. Managed hostincManaged hosting services provide a fully managéatiso for a customer’s IT infrastructure and netlwoeeds,
and include dedicated and cloud hosting serviddgywand computing storage, consulting and maiaggcurity services. We
expect increasing pricing pressure on the managsting business from competing cloud computingraftes. However, we rema
focused on growing our managed hosting businessjfggally in our cloud service offerings, as wdibee this is a key to growth.
We believe that we have continued to strengtherclowd position in the market by adding differetitig features to our cloud
products

. Network servicesNetwork services are comprised of our managed rr&tearvices, including managed VPN, hosting areevok
and bandwidth services. Segment income for thasicses has been relatively flat due to pricing ptees on VPN and bandwidth
services, offset by increases in network servibasgupport our colocation and managed hostingcgeofferings.

The following tables summarize the operating rasoltSavvis operations for 2011 after their acdjoisidate of July 15, 2011:

Years Ended December 31

Increase

2011 2010 (Decrease
(Dollars in millions)
Strategic service $ 48¢ — 488
Segment expens: 38C — 38C
Segment incom $ 10¢ — 10z
Segment margin percenta 21% —

Segment Revenues

Segment revenues for our Savvis operations was $4l88n, which was derived from colocation sengoaf $183 million, or 37.9%,
managed hosting services of $182 million, or 37.@%e network services of $118 million, or 24.4%.
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Segment Expenses

Segment expenses attributed to Savvis operatioasb@80 million, which were derived primarily frorost of services and products of
$260 million and selling, general and administtxpenses of $120 million.

Critical Accounting Policies and Estimates

Our financial statements are prepared in accordaitbeaccounting principles that are generally ated in the United States. The
preparation of these financial statements requirasagement to make estimates and assumptiondfizittae reported amounts of assets,
liabilities, revenues and expenses. We have idedtdertain policies and estimates as criticaluolusiness operations and the understanding
of our past or present results of operations relaidi) business combinations; (i) goodwill, auster relationships and other intangible assets;
(iii) property, plant and equipment; (iv) pensiardgpost-retirement benefits; (v) loss contingeneied litigation reserves; and (vi) income
taxes. These policies and estimates are considetadl because they had a material impact, oy tieve the potential to have a material
impact, on our consolidated financial statementslatause they require significant judgments, apsons or estimates. We believe that the
estimates, judgments and assumptions made whenraowp for the items described below are reasondsieed on information available at
time they are made. However, there can be no asseithat actual results will not differ from thasstimates.

Business Combinations

We have accounted for our acquisition of Qwest pnilA, 2011 and Savvis on July 15, 2011 underattguisition method of accounting,
whereby the tangible and separately identifiablarigible assets acquired and liabilities assumedearognized at their estimated fair values at
the acquisition date. The portion of the purchasgepn excess of the estimated fair value of teetangible and separately identifiable
intangible assets acquired represents goodwill.rébegnition of the fair value of assets acquined kabilities assumed in business
combinations involves estimates and judgments byrmanagement that may be adjusted during the memsunt period, but in no case beyond
one year from the acquisition date. The fair valeedrded are made based on management’s besagstiand assumptions. In arriving at the
fair values of assets acquired and liabilities as=d, we consider the following generally acceptaldation approaches: the cost approach,
income approach and market approach. Our estimagslso include assumptions about projected groattfs, cost of capital, effective tax
rates, tax amortization periods, technology lifeleg, the regulatory and legal environment, andsiny and economic trends. Small change
the underlying assumptions can impact the estinttésir value by material amounts, which can imtmaterially impact our results of
operations.

Goodwill, Customer Relationships and Other Intangilbe Assets

We amortize customer relationships primarily oweeatimated life of 10 years, using either the safftive-years-digits or straight-line
methods, depending on the type of customer. Outadaed software, which consists primarily of assebtained from the Qwest acquisitior
primarily being amortized using the straight-linethod over estimated lives up to seven years. Apmately $237 million of our capitalized
software, which represents costs to develop agiated billing and customer care system, is beingréized over a twenty year period.
Tradenames and patents assets predominantly usarnhef-the-years digits method over an estimafedf four years. Indefinite life
intangibles are not amortized, but are reviewediaty for potential impairment.

We periodically review the estimated lives and rodthused to amortize our other intangible asséts.amount of future amortization
expense may differ materially from current amoudégending on the results of our periodic reviemd aur final determinations of acquisiti
date fair value related to Savvis’ and Qwest’sngthle assets (See Note 2—Acquisitions).

We are subject to testing for impairment of longetl assets (including goodwill, intangible asset$ ather long-lived assets) based on
applicable accounting guidelines.

We are required to review goodwill recorded in hess combinations for impairment at least annuatlynore frequently if events or a
change in circumstances indicate that an impairmment have occurred. We are required to write-ddvevalue of goodwill only in periods in
which the recorded amount of goodwill exceeds the
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fair value. Our annual measurement date for tegfowdwill impairment is September 30. We have madamur operations based on four
operating segments (regional markets, businesseatsankholesale markets and Savvis operations) ansiadered these four operating segm
to be the appropriate level for testing goodwilpairment.

We have attributed our goodwill balance to our segi® at December 31, 2011 as follows:

(Dollars in millions)

Regional market $ 11,81
Business marke! 5,021
Wholesale market 3,53t
Savvis operation 1,35
Total goodwill $ 21,72¢

With the exception of our Savvis segment, our ojigesegments do not correspond to our legal eotifanization structure, which
required us to apply significant judgment basedhomerous assumptions to attribute our goodwill eerdain other assets and liabilities to the
operating segments in order to make our annualiimgat assessment. For this assessment, we com@eliesegment’s estimated fair value to
the carrying value of the assets that we attribmitbe segment. If the estimated fair value ofrdporting unit is greater than the carrying value,
we conclude that no impairment exists. If the f@ilue of the segment is less than the carryingeyadisecond calculation is required in which
the implied fair value of goodwill is compared teetcarrying value of goodwill that we attributeth@ segment. Estimating the implied fair
value of goodwill requires further assumptions #relapplication of judgment to assess the cureEntélues of the assets and liabilities
attributable to the segment. If the implied failueaof goodwill is less than its carrying valuepguwill must be written down to its implied fair
value. Small changes in the assumptions underlitiger the valuation methods or the attributionhods can drive material changes in the
implied fair value of goodwill.

At September 30, 2011, we estimated the fair vafumur regional, business and wholesale markewrtieg units using an equal
weighting based on a market approach and a disedwaish flow method. The market approach includesise of comparable multiples of
publicly traded companies whose services are ccapeto ours to corroborate discounted cash flaulte. The discounted cash flow method
is based on the present value of projected caslsfemd a terminal value, which represents the dgdetwrmalized cash flows of the reporting
unit beyond the cash flows from the discrete fieatyprojection period. The estimated cash flowsd&eounted using a rate that represents our
weighted average cost of capital, which we deteehito be 6.50% as of the measurement date (whislcaraprised of a pre-tax cost of debt
of 7.0% and a cost of equity of 8.7%). We also netled the estimated fair values of the reportingauto our market capitalization as of
September 30, 2011 and concluded that the indi¢atplied control premium of 16% was reasonable daserecent transactions in the mau
place.

For our Savvis operations, we determined the preliny fair value of the assets acquired and liibdiassumed using various methods,
including an overall discounted cash flow analysisformed for all of Savvis’ operations. As of Sapber 30, 2011, the fair value assignments
were preliminary and could change significantly mimalization of the fair value assignments. Dagtte recentness of the acquisition and the
related preliminary valuation results and the latkny significant adverse events that have ocdugeSavvis’ operating results or our
expectations of forecasted operating results etllim the preliminary valuation since the July 2611 acquisition date, we concluded that the
goodwill related to the Savvis operations was myidired as of September 30, 2011.

As of September 30, 2011, based on our analysferpsed with respect to these segments as descib@ek, we concluded that our
goodwill was not impaired as of that date. Howew®srof that date, the estimated fair value of dgganal markets and wholesale markets
exceeded their carrying value by less than 5%. A&8s point increase in the discount rate usediiranalysis would have caused the
estimated fair values of the regional markets ahdlesale markets goodwill to be less than theiryirag values and thus would have required
us to perform the second step of goodwill impairtrtesting.
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On October 27, 2011, the FCC adopted the Connedrismand Intercarrier Compensation Reform ordes {CAF order”). This order
will reduce the amount of switched access reveneieewognize in our wholesale markets segment ifutivee. Although other elements of tl
order are currently expected to result in positimpacts to our overall business, it will likely teag material negative impact to our wholesale
markets segment. Because we expect the order toegheaterial negative impact on our wholesale niars@gment, we conducted another
assessment of the goodwill attributed to the whadéemarkets segment at December 31, 2011. In tieeps of re-estimating the fair value of
the wholesale markets segment as a result of tHe @der, we updated our estimates of projecteddutash flows and we revised our market
multiple assumption. In our most recent estimateyewvised our revenue projections to stabilize @&2rather than our previous assumption
that revenues would decline in perpetuity, and thaseasing our terminal value. After updating €air value estimate of the wholesale mar
segment to reflect revised estimates of revenheseffects of our market multiple assumption dueh@nges in our stock price between
September 30, 2011 and December 31, 2011, theaseeiia terminal value and the adverse effectseoftAF order, the estimated fair value of
the wholesale markets segment exceeded its a#tdlmarrying value by greater than 5%. We also edatland concluded that the goodwill
attributed to our other reporting units was notaingd as of December 31, 2011 due to (i) an iner@asur market capitalization since
September 30, 2011, (ii) a reduction in our cagyrlue of equity since September 30, 2011 angdtiii@ lack of significant adverse changes in
the operating forecasts of our other segments.

We cannot assure that other adverse conditionsafiltrigger future goodwill impairment testingam impairment charge. A number of
factors, many of which we have no ability to cohtomuld affect our financial condition, operatiresults and business prospects and could
cause our actual results to differ from the estamand assumptions we employed in our goodwill impent testing. These factors include,
are not limited to, (i) further weakening in theeoall economy; (ii) a significant decline in ouosk price and resulting market capitalization;
(iii) changes in the discount rate; (iv) successfibrts by our competitors to gain market shareinmarkets; (v) adverse changes as a res
regulatory actions; (vi) a significant adverse amin legal factors or in the overall business alie (vii) recognition of a goodwill impairment
loss in the financial statements of a subsidiaag th a component of our reporting units and (@dygitional information relative to the impact
of the CAF order. We will continue to monitor centavents that impact our operations to deternfia@ interim assessment of goodwill
impairment should be performed prior to the negureed testing date of September 30, 2012.

Property, Plant and Equipment

Property, plant and equipment acquired in conneatitth our acquisitions was recorded based oraitsvilue as of its acquisition date.
Substantially all other property, plant and equiptis stated at original cost less depreciatiomd®els and betterments of plant and
equipment are capitalized while repairs, as weteagwals of minor items, are charged to operaimense. Depreciation of property, plant
and equipment is provided on the straight line methsing class or overall group rates; such aveaageal rates range from 2% to 29%.

Normal retirements of property, plant and equipmagetcharged against accumulated depreciation,neittpain or loss recognized. Other
types of property, plant and equipment is statembat and, when sold or retired, a gain or losedsgnized. We depreciate such property ol
straight line method over estimated service liaximng from two to 35 years.

We perform annual internal reviews to evaluateré@sonableness of depreciable lives for our prgpelant and equipment. Our reviews
utilize models that take into account actual usag@acement history and assumptions about techpawolution to estimate the remaining
of our asset base. The changes in our estimategpimated as a result of our most recent reviewndichave a material impact on the level of
our depreciation expense.

Pension and Post-Retirement Benefits

We sponsor several noncontributory defined bepefiision plans (referred to as our pension plamggubstantially all employees. In
addition to these tax qualified pension plans, I8e aaintain several non-qualified pension plamsctatain eligible highly compensated
employees. We maintain post-retirement benefitgptaat provide health care and life insurance bnfelr certain eligible retirees.
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Pension and post-retirement health care and Ifferance benefits attributed to eligible employsesvice during the year, as well as
interest on benefit obligations, are accrued culyeRension and post-retirement benefit expenszseognized over the period in which the
employee renders service and becomes eligiblecgwe benefits as determined using the projectédceedit method. Pension prior service
costs and actuarial gains and losses are recogaizedmponents of net periodic expense over thegeeemaining service period of
participating employees expected to receive bendfivst-retirement healthcare prior service castsexognized as components of net periodic
expense over the average expected years to fudfibefigibility for active employees. Posttirement actuarial gains or losses are amortir
a straight-line basis over the average expecteddwtorking lifetime of active employees.

In computing the pension and post-retirement hezlte and life insurance benefits expenses andaildns, 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 byalebargaining agreements as negotiated wittemployees’ unions can also
significantly impact the amount of expense, berd@iitgations and pension assets that we record.

The discount rate is the rate at which we belieeecauld effectively settle the benefit obligati@ssof the end of the year. We selected
the discount based on a cash flow matching analigigy hypothetical yield curves developed by anay firm from U.S. corporate bonds
rated high quality and projections of the futuredf# payments that constitute the projected béwéligation for the plans. This process
establishes the uniform discount rate that prodtleesame present value of the estimated futurefligrayments, as is generated by
discounting each year’s benefit payments by a sgietapplicable to that year. The spot rates us#tis process are derived from a yield curve
created from yields on the 60th to 90th percewiilg.S. high quality bonds.

The expected rate of return on plan assets iotigeterm rate of return we expect to earn on thaglassets. The rate of return is
determined by the strategic allocation of plan tssaed the long-term risk and return forecast &mheasset class. The forecasts for each asset
class are generated primarily from an analysi$i@flong-term expectations of various third partyestment management organizations. The
expected rate of return on plan assets is reviemedally and revised, as necessary, to reflectgdgsim the financial markets and our
investment strategy.

To compute the expected return on pension andrptistment benefit plan assets, we apply an exgeete of return to the fair value of
the pension plan assets and to the fair valueeoptist-retirement benefit plan assets adjusteddiotribution timing and for projected benefit
payments to be made from the plan assets. Annu&laneolatility for these assets is reflected ia fubsequent year’s net periodic combined
benefits expense.

Changes in any of the above factors could impaetatjng expenses in the consolidated statemerpeashtions as well as the value of
the liability and accumulated other comprehensi®ime of stockholders’ equity on our consolidatathbce sheets. The expected rate of
return on plan assets is reflected as a reduatiaut pension and post-retirement benefit expdhser assumed expected rates of return for
2011 were 100 basis points lower, our qualifiedgi@mand post-retirement benefit expenses woule rasreased by $98 million. If our
assumed discount rates for 2011 were 100 basisspoiwer, our qualified pension and post-retirentmrefit expenses would have decreased
by $29 million and our projected benefit obligatiwould have increased by approximately $1.8 billidn increase of 100 basis points in the
initial healthcare cost trend rate would have iasgzl our post-retirement benefit expense by $2omifind increased our projected post-
retirement benefit obligation by $70 million.

The trusts for the pension and post-retirementfitsi@ans hold investments in equities, fixed ine real estate and other assets such a:
private equity assets. The assets held by thests tave reflected at estimated fair value as oebder 31, 2011. For additional information on
our trust investments, see Note 8—Employee Bentefitair consolidated financial statements in Iteof 8ur Annual Report on Form 1{or
the year ended December 31, 2011.
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Loss Contingencies and Litigation Reserves

We are involved in several material legal procegsliras described in more detail in “Legal Procegsliin Item 3 of our Annual Report
on Form 10-K for the year ended December 31, 20dd assess potential losses in relation to theseted pending or threatened tax and
legal matters. For matters not related to incomedaif a loss is considered probable and the atr@ambe reasonably estimated, we recognize
an expense for the estimated loss. To the extesethstimates are more or less than the actuditjiabsulting from the resolution of these
matters, our earnings will be increased or decrkaseordingly. If the differences are material, consolidated financial statements could be
materially impacted. If a loss is considered reabbnpossible, we disclose any determinable es@irofthe loss if material but we do not
recognize any expense for the potential loss.

Income Taxes

Our provision for income taxes includes amountgda@rconsequences deferred to future periods. Werdedeferred income tax assets
and liabilities reflecting future tax consequenatisbutable to tax NOLs, tax credit carryforwaedsd differences between the financial
statement carrying value of assets and liabildied the tax bases of those assets and liabildieferred taxes are computed using enacted tax
rates expected to apply in the year in which tififedinces are expected to affect taxable income.éffect on deferred income tax assets and
liabilities of a change in tax rate is recognizeearnings in the period that includes the enactmaie.

The measurement of deferred taxes often involvesxarcise of judgment related to the realizatiotagfbasis. Our deferred tax assets
and liabilities reflect our assessment that tavitjposs taken and the resulting tax basis, are rfibety than not to be sustained if they are
audited by taxing authorities. Also, assessing&as that we expect to apply and determining des/when the temporary differences are
expected to affect taxable income requires judgrabatit the future apportionment of our income amihiegstates in which we operate. These
and other matters involve the exercise of signifigadgment. Any changes in our practices or judgimévolved in the measurement of
deferred tax assets and liabilities could materiatipact our financial condition or results of ogions.

We record deferred income tax assets and lialsilaedescribed above. Valuation allowances arblestad when necessary to reduce
deferred income tax assets to amounts that wevieediee more likely than not to be recovered. Weéuata our deferred tax assets quarterly to
determine whether adjustments to our valuationnaltce are appropriate. In making this evaluatiomyely on our recent history of pre-tax
earnings, estimated timing of future deductions laadefits represented by the deferred tax assdtswarforecasts of future earnings, the latter
two of which involve the exercise of significantdgment. At December 31, 2011, we concluded thaa#g more likely than not that we would
realize the majority of our deferred tax assetforécasts of future earnings and the nature atih&®d timing of future deductions and
benefits change in the future, we may determineahaluation allowance for certain deferred tesessis appropriate, which could materially
impact our financial condition or results of op@as. See Note 12—Income Taxes for additional imfmtion.

Recently Issued Accounting Pronouncements

In September 2011, the Financial Accounting Stassl&oard (“FASB”) issued Accounting Standards UpdéASU”) 2011-08,
Intangible—Goodwill and Other (Topic 350): Testing Goodwslt fmpairment This update simplifies the goodwill impairmensassment by
allowing a company to first review qualitative facg to determine the likelihood of whether the faitue of a reporting unit is less than its
carrying amount before applying the two-step goddmipairment test. If it is determined that itnsore likely than not that the fair value of a
reporting unit is greater than its carrying amotim¢, company would not be required to perform the-$tep goodwill impairment test for that
reporting unit. This update is effective for intarand annual goodwill impairment tests performedifral years beginning after December
2011 with early adoption permitted. This ASU, whigk adopted during the third quarter of 2011, ditihrave any impact on our consolidated
financial statements.

In October 2009, the FASB issued ASU 2009R8yenue Recognition (Topic 605): Multiple-DelivdeaRevenue Arrangementhis
update requires the use of the relative sellingepmethod when allocating revenue in these typesrahgements. This method requires a
vendor to use its best estimate of selling prigeeither vendor specific objective evidence nardtipiarty evidence of selling price exists when
evaluating multiple deliverable
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arrangements. This standard update was effectivesfon January 1, 2011 and we have adopted ippctisely for revenue arrangements
entered into or materially modified after Januar@11. This standard update has not had and isxpetcted to have a material impact on our
consolidated financial statements since the allocaif revenue has historically been based upometlagive fair value of the elements as
determined by reference to vendor specific objectividence of fair value when the elements hava bekl on a stand-alone basis.

LIQUIDITY AND CAPITAL RESOURCES

Overview

At December 31, 2011, we held cash and cash eguitsabf $128 million and had $1.423 billion avaiabnder our $1.7 billion
revolving credit facility (referred to as our “Ciie&acility”, which is described further below). 8xding cash used for acquisitions, we have
generally relied on cash provided by operationsadCredit Facility to fund our operating and ¢apéxpenditures, make our dividend
payments and repay a portion of our maturing debt.operations have historically provided a staolerce of cash flow that has helped us
meet the needs of the business.

Our acquisition of Qwest on April 1, 2011 and, tlesser extent, Savvis on July 15, 2011, resultesignificant changes in our
consolidated financial position and our future cesfuirements. At December 31, 2011, our cash asl equivalents totaled $128 million,
compared to $173 million at December 31, 2010.

At December 31, 2011, we had a working capitalaiedf $496 million, reflecting current liabilitiesf $4.019 billion and current assets
$3.523 billion, compared to positive working cap@g$132 million at December 31, 2010. The unfalae change in our working capital
position is primarily due to our consolidation ofv€st’s working capital accounts as well as $480iaonilin current maturities of lonterm deb
at December 31, 2011. We anticipate that our exjstash balances and net cash provided by opewattities, which were significantly
enhanced by our acquisition of Qwest, will enatdeaimeet our other current obligations, fund @ikpenditures and pay dividends to our
shareholders. We also may draw on our Credit Fpaeil a source of liquidity if and when necessary.

We currently expect to continue our current anmiidend of $2.90 per common share, subject tobmard’s discretion.

Debt and Other Financing Arrangements

We have available a four-year $1.7 billion revotyi@redit Facility, which expires in January 201%. td $400 million of the Credit
Facility can be used for letters of credit, whielluces the amount available for other extensiomseaafit. Available borrowings under the
Credit Facility are also effectively reduced by astanding borrowings under our commercial pgpegram. Our commercial paper progt
borrowings are effectively limited to the lessei$af5 billion or the total amount available undez Credit Facility. At December 31, 2011, we
had $277 million in borrowings and no amounts tieles of credit outstanding under the Credit Fagilknd no amounts outstanding under our
commercial paper program.

The Credit Facility has 21 lenders, with commitnsaringing from $2.5 million to $135 million. Undixe Credit Facility, we, and our
indirect subsidiary, Qwest Corporation, (“QC)ust maintain a debt to EBITDA (earnings beforeiiest, taxes, depreciation and amortiza:
as defined in our Credit Facility) ratio of not redhan 4:1 and 2.85:1, respectively, as of thedagtof each fiscal quarter for the four quarters
then ended. The Credit Facility also contains atieg pledge covenant, which generally providetria®ns if we pledge assets or permit li
on our property, and requires that any advancesnthé Credit Facility must also be secured equally ratably. The Credit Facility also has a
cross payment default provision, and the Creditlisaand certain of our debt securities also hakess acceleration provisions. When present,
these provisions could have a wider impact on tliguithan might otherwise arise from a default oceleration of a single debt instrument. To
the extent that our EBITDA (as defined in our Ctédicility), is reduced by cash settlements or judgts, including in respect of any of the
matters discussed in Note 16—Commitments and Cgeticies, our debt to EBITDA ratios under certaibtdgreements will be adversely
affected. This could reduce our financing flexiyildue to potential restrictions on incurring agitl debt under certain provisions of our debt
agreements or, in certain circumstances, couldtriesa default under certain provisions of sucheggnents.
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At December 31, 2011, our lorigem debt (including current maturities) totaled. 836 billion, compared to $7.328 billion outstargiat
December 31, 2010. Substantially all of the $14BBn increase in our debt is attributable te gicquisition of Qwest on April 1, 2011 and
our recent debt issuances to fund the acquisitic@aovis and the retirement of its credit facilityJuly 2011.

Approximately $318 million of our CenturyLink, In8eries L 7.875% notes will mature on August 13, 28nd on January 27, 2012, we
called $800 million of Qwest Communications Intérmaal Inc. 7.500% notes due February 15, 2014, moittimg to retire them on March 1,
2012. Subject to market conditions, we expect titinoe to issue debt securities from time to timéhie future to refinance a substantial
portion of our maturing debt. This includes issud®pt securities of CenturyLink or through our Q@®sidiary to refinance its maturing debt.
The availability, interest rate and other termsioy new borrowings will depend on the ratings assigto us and QC by the three major credit
rating agencies, among other factors. Followinganurouncement in April 2011 of our agreement tepase Savvis, one of these agencies
revised its previous outlook on its rating of usnfrstable to negative. We believe this negativéoltcould result in a ratings downgrade if
are unable to reduce our “debt leverage ratio, levimaintaining “free cash flow” (each as definedthy ratings agency) over the 12 to
18 months following the negative outlook announceme

Between the date of our Annual Report on Form lfdskthe year ended December 31, 2011 and the eR@1df, we currently expect to
reduce our consolidated debt levels by $800 milimf1.300 billion, based on current circumstareses market conditions.

In April 2011, we entered into a $160 million unawitted revolving letter of credit facility. At Den#er 31, 2011, our outstanding let
of credit totaled $129 million under this facility.

Future Contractual Obligations
The following table summarizes our estimated futtomtractual obligations at December 31, 2011:

2017 and
2012 2013 2014 2015 2016 thereafter Total
(Dollars in millions)

Long-term debt, including current maturities and cag#éake obligation $ 48C 1,717 2,057 1,65¢ 2,85¢ 12,79¢ 21,56
Interest on lon-term debt and capital leas® 1,47¢ 1,40¢ 1,31c 1,18 1,002 11,71f 18,10:¢
Operating lease 28C 244 20¢ 17¢ 147 92 1,98t
Purchase commitmen® 26¢ 114 77 52 47 14¢ 70€
Pos-retirement benefit obligatio 71 71 70 69 12C 1,19¢ 1,59¢
Non-qualified pension obligatior 3 2 2 2 2 22 33
Unrecognized tax benefi®) — — — — — 86 86
Other 4 12 7 5 5 112 14E
Total future contractual obligatio® $2,568¢ 3,56¢ 3,73¢ 3,15( 4,18( 27,00¢ 44,22

(1) Interest paid in all years may differ due to futeeénancing of debt. Interest on our floating rdébt was calculated for all years using
rates effective at December 31, 20

(2) We have various lor-term, noi-cancelable purchase commitments for advertisingpgonhotion services, including advertising ¢
marketing at sports arenas and other venues amiseV&e also have service related commitments wétfous vendors for data
processing, technical and software support serviegsire payments under certain service contraittyavy depending on our actual
usage. In the table above we estimated paymentbdee service contracts based on the level ofcesrwe expect to receiv
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(3) Represents the amount of tax and interest we waaydor our unrecognized tax benefits. Of our tbknce of unrecognized t
benefits of $111 million and related estimatedneséand penalties of $33 million, only $86 millimould result in future cash payments
if our tax positions were not upheld. The remaird@ million is an unrecognized tax benefit in tbam of a refund claim that, if not
granted, would not result in a cash payment anctbee is not included in the table above. See N@te-Income Taxes for additional
information. The timing of any payments for our ecwgnized tax benefits cannot be predicted wittaggy; therefore, such amount is
reflected in the¢‘2017 and thereaft” column in the above tabl

(4) The table does not includ

our open purchase orders as of December 31, 20EEelpurchase orders are generally at fair vahgeaee generally cancelat
without penalty:

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

cash funding requirements for pension benefits Ipiay certain eligible current and future retire@snefits paid by our qualified
pension plans are paid through trusts. Cash furidiqgirements for the trusts are not included is téble as we are not able to relic
estimate required contributions to the trust. Quading projections are discussed further bel

certain post-retirement benefits payable to cerdégible current and future retirees. Not all of @ost-retirement benefit obligation
amount is a contractual obligation and only thetiporthat we believe is a contractual obligationdported in the table. See additional
information on our benefits plans in Note 8—Empleyenefits to our consolidated financial stateméntsem 8 of our Annual

Report on Form 1-K for the year ended December 31, 2C

contract termination fees. These fees are non-iagupayments, the timing and payment of whiclany, is uncertain. In the ordinary
course of business and to optimize our cost stractue enter into contracts with terms greater thamyear to use the network
facilities of other carriers and to purchase otfmods and services. Our contracts to use otheéecsimetwork facilities generally have
no minimum volume requirements and are based dntarrelationship of volumes and discounted rafssuming we exited these
contracts in 2012, the contract termination feeald/be approximately $819 million. Under the sarasumnption, termination fees for
these contracts to purchase goods and serviceshweu$185 million. In the normal course of business believe the payment of
these fees is likely to be remote; ¢

potential indemnification obligations to counteres in certain agreements entered into in the aboourse of business. The nature
and terms of these arrangements vary. Historicakyhave not incurred significant costs relategedformance under these types of
arrangements

Capital Expenditures

We incur capital expenditures on an ongoing basw@der to enhance and modernize our networks, etrgffectively in our markets
and expand our service offerings. We evaluate abgipenditure projects based on a variety of faciacluding expected strategic impacts
(such as forecasted revenue growth or productigitpense and service impacts) and our expectedhretuinvestment. The amount of capital
investment is influenced by, among other thingsnaled for our services and products, cash genebgtegerating activities and regulatory
considerations. We estimate our total 2012 capitpknditures to be approximately $2.7 billion to9illion.

Our capital expenditures continue to be focusedwrstrategic services such as video, broadbandraméged hosting services. In 2012,
we anticipate that our fiber investment, which irt®s fiber to the tower, or FTTT, will be similarthat spent in 2011. FTTT is a type of
telecommunications network consisting of fiber-opti
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cables that run from a telecommunication providbrgadband interconnection points to cellular tav&TTT allows for the delivery of higher
bandwidth services supporting mobile technolodgiestwould otherwise generally be available throaghore traditional telecommunications
network.

Pension and Post-retirement Benefit Obligations

We are subject to material obligations under oustayg defined benefit pension plans and other-petitement benefit plans. The
accounting unfunded status as of December 31, 8Dadr defined pension plans and other post-retr@rbenefit obligations was $1.7 billion
and $3.2 billion, respectively. See Note 8—EmploBeeefits to our consolidated financial statemémisem 8 of our Annual Report on Form
10-K for the year ended December 31, 2011 for amidit information about our pension and other petitement benefit arrangements.

Benefits paid by our pension plans are paid thraugiust. We contributed $587 million during theyended December 31, 2011 to our
pension plans and expect to make a contributidassf than $50 million in 2012. We currently expibett required and voluntary contributions
for 2013 will be approximately $500 million, basewa current laws and circumstances. The actual atrafuwontributions to our plans in 2013
and beyond will depend on earnings on investmeligspunt rates, demographic experience, changaams benefits and funding laws and
regulations.

Certain of our post-retirement health care andififairance benefits plans are unfunded. Severstkthold assets that are used to help
cover the health care costs of certain retireefA3ecember 31, 2011, the fair value of theset mesets was $693 million; however, a portion
of these assets is comprised of investments watniceed liquidity. We estimate that the more ldjaissets in the trust will be adequate to
provide continuing reimbursements for covered petement health care costs for approximately feears. Thereafter, covered benefits will
be paid either directly by us or from the trustshesremaining assets become liquid. This projefaadyear period could be substantially
shorter or longer depending on returns on plantasge timing of maturities of illiquid plan assetnd future changes in benefits.

Historical Information
The following table summarizes our consolidatechdémwv activities (which include cash flows from\&és, Qwest and Embarq after
their respective acquisition dates):

Years Ended
December 31,

Increase

2010 2009 (Decrease
(Dollars in millions)
Net cash provided by operating activit $ 4,201 2,04t 2,15¢
Net cash used in investing activiti (3,647 (859) 2,78¢
Net cash used in financing activiti (577) (1,17%) (59¢)
Years Ended
December 31,
Increase
2010 2009 (Decrease
(Dollars in millions)
Net cash provided by operating activit $ 2,04¢ 1,57¢ 471
Net cash used in investing activiti (859) (679) 18C
Net cash used in financing activiti (1,17%) (97¢) 19¢

The increase in our net cash provided by operatitigities in 2011 is largely attributable to thegaisitions of Qwest and Savvis, which
contributed net cash provided by operating acésitof approximately $2.1 billion and $90 millioespectively. Net cash provided by operating
activities in 2010 as compared to 2009 increasedgrily due to 2010 including a full year of opeaais of Embarg as compared to only a half
year in 2009. Our consolidated financial statemanteem 8 in our Annual Report on Form-K for the year ended December 31, 2011 pra
information about the components of net incomediffdrences between net income and net cash provigi@perating activities. For
additional information about our operating resuee “Results of Operations” above.
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Net cash used in investing activities included pegta for property, plant and equipment and capidlisoftware of $2.411 billion in
2011, including $1.329 hillion for Qwest and Savyisst-acquisition capital expenditures, compae#864 million in 2010. In addition, we
paid $1.671 billion, net of $61 million cash recsiy for the acquisition of Savvis on July 15, 20C&sh used in investing activities in 2011 "
partially offset by cash acquired through the AfriR011 acquisition of Qwest of $419 million, &S5 million cash paid.

Net cash used in financing activities decreaseéDitil primarily due to us receiving net debt proseacexcess of payments of
approximately $1.1 billion in 2011 and a debt pagtrd $500 million in 2010. In addition, our casividends paid increased $677 million in
2011 as compared to 2010 primarily as a resuli@igsuance of 308 million common shares in commeetith our acquisitions of Qwest and
Sawvis in 2011. Net cash used in financing actsiin 2010 as compared to 2009 increased due3a%rillion increase in cash dividends
paid, primarily due to the issuance of 196 millgirares issued on July 1, 2011 for the acquisitfdenabarq, partially offset with $73 million |
increased proceeds from the issuance of commok stater our equity incentive plans.

On October 4, 2011, our indirect wholly owned sdlzsly, Qwest Corporation (“QC"), issued $950 mitliaggregate principal amount of
its 6.75% Notes due 2021 in exchange for net pasesfter deducting underwriting discounts and agps, of $927 million. The notes are
senior unsecured obligations of QC and may be raddein whole or in part, at a redemption priceaddol the greater of their principal amo
or the present value of the remaining principal extelrest payments discounted at a U.S. Treasteyest rate specified in the indenture
agreement plus 50 basis points.

On September 21, 2011, QC issued $575 million aggeeprincipal amount of its 7.50% Notes due 20béxichange for net proceeds,
after deducting underwriting discounts and expense$557 million. The notes are senior unsecutgdyations of QC and may be redeemed,
in whole or in part, on or after September 15, 28t.é redemption price equal to 100% of the prialcgmount redeemed plus accrued and
unpaid interest to the redemption date. In Oct@0drl, QC used the net proceeds from this offetwggther with the $927 million of net
proceeds received on October 4, 2011, from the idebance described above and available cashdéemethe $1.500 billion aggregate
principal amount of its 8.875% Notes due 2012 angdy all related fees and expenses, which resinitad immaterial loss.

On June 16, 2011, we issued unsecured senior wittean aggregate principal amount of $2.0 bill{t8enior Notes”), consisting of
(i) $400 million of 7.60% Senior Notes, Series Be @039, (ii) $350 million of 5.15% Senior Notegfi8s R, due 2017 and (iii) $1.250 billion
of 6.45% Senior Notes, Series S, due 2021. Aftdudiéng underwriting discounts and expenses, weived aggregate net proceeds of
$1.959 billion in exchange for the Senior Notes. W&y redeem the Senior Notes, in whole or in @drany time at a redemption price eque
the greater of their principal amount or the présafue of the remaining principal and interestrpants discounted at a U.S. Treasury interest
rates plus 50 basis points. We used the net pradeddnd a portion of our acquisition of Savvislaapay certain of Savvis’ debt (see
Note —Acquisitions). In April 2011, we received commitntdetters from two banks to provide up to $2.0idml in bridge financing for the
Sawvis acquisition. This arrangement was terminateldine 2011 in connection with the issuance ef3anior Notes, resulting in $16 million
in transaction expenses recognized in other ing@xgense), net.

On June 8, 2011, QC issued approximately $661aniliggregate principal amount of its 7.375% Notes 2D51 in exchange for net
proceeds, after deducting underwriting discountbexpenses, of $642 million. The notes are unsedanbégations of QC and may be
redeemed, in whole or in part, on or after Jun2016 at a redemption price equal to 100% of thecisal amount redeemed plus accrued and
unpaid interest to the redemption date. QC usedéheroceeds, together with available cash, teerd$825 million aggregate principal
amount of its 7.875% Notes due 2011 and to payaglfees and expenses.

Certain Matters Related to Acquisitions

Qwest’s pre-existing debt obligations consistednarily of debt securities issued by Qwest and tiibsosubsidiaries while Savvis’
remaining debt obligations consist primarily of itableases, all of which are now
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included in our consolidated debt balances. Thentutes governing Qwest’'s debt securities contastornary covenants that restrict the
ability of Qwest or its subsidiaries from makingteén payments and investments, granting lienssatithg or transferring assets. Based on
current circumstances, we do not anticipate tregatcovenants will significantly restrict our afyilio manage cash balances or transfer cash
between entities within our consolidated groupahpanies as needed.

In accounting for the Qwest acquisition, we recdr@vests debt securities at their estimated fair valudsclvtotaled $12.292 billion ¢
of April 1, 2011. Our acquisition date fair valugtimates were based primarily on quoted markeeprig active markets and other observable
inputs where quoted market prices were not availafte fair value of Qwest’s debt securities exeedtieir stated principal balances on the
acquisition date by $693 million, which is beingaognized as a reduction to interest expense oeeretinaining terms of the debt, of which
$150 million was recognized in 2011.

Other Matters

We have cash management arrangements with ceftair principal subsidiaries, in which substanfiattions of the subsidiariesash i
regularly transferred to us in exchange for matgheceivables. In accordance with generally accepteounting principles, these receivables
are eliminated as intercompany transactions. Alghowne periodically repay these receivables to filmedsubsidiaries’ cash requirements
throughout the year, at any given point in timemagy owe a substantial sum to our subsidiaries uth@se receivables, which is not recorded
on our consolidated balance sheets.

We also are involved in various legal proceediigs tould have a material effect on our financ@ifion. See Note 16—Commitment
and Contingencies for the current status of sugallproceedings, including matters involving Qwest.

MARKET RISK

We are exposed to market risk from changes inéstarates on our variable rate long-term debt alibgs. We seek to maintain a
favorable mix of fixed and variable rate debt inedfort to limit interest costs and cash flow vdiat resulting from changes in rates. From ti
to time over the past several years, we have usedative instruments to (i) lock-in or swap oupesure to changing or variable interest rates
for fixed interest rates or (ii) to swap obligatioto pay fixed interest rates for variable interagts; however, at December 31, 2011 we had no
such instruments outstanding. We have establishicigs and procedures for risk assessment andgpeoval, reporting 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.

At December 31, 2011, we have approximately $2ilibrb (excluding capital lease and other obligasowith a carrying amount of
$712 million) of long-term debt outstanding, 95%wdfich bears interest at fixed rates and is theeefiot exposed to interest rate risk. We had
$1.049 billion floating rate debt exposed to chanipethe London InterBank Offered Rate (LIBOR). ypbthetical increase of 100 basis points
in LIBOR relative to this debt would decrease ounw@al pre-tax earnings by $10 million.

With our acquisition of Savvis in July 2011, we bdhecome exposed to the risk of fluctuations inftineign currencies in which its
international operations are denominated, primahié/euro, the British Pound, the Canadian Dotler, Japanese Yen and the Singapore D
As a consolidated entity, the percentage of revegeaerated and costs incurred that are denomiimatedse currencies is immaterial. We use
a sensitivity analysis to estimate our exposuthiforeign currency risk, measuring the changiniancial position arising from hypothetical
10% change in the exchange rates of these cursemelative to the U.S. Dollar with all other vddiies held constant. The aggregate potential
change in the fair value of assets resulting fromy@othetical 10% change in these exchange ratesst& million at December 31, 2011.

Certain shortcomings are inherent in the methaahalysis presented in the computation of expogoresarket risks. Actual values may
differ materially from those presented above if keaiconditions vary from the assumptions used énathalyses performed. These analyses
incorporate the risk exposures that existed at bboee 31, 2011.
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OFF-BALANCE SHEET ARRANGEMENTS

We have no special purpose or limited purposeiestihat provide off-balance sheet financing, liii, or market or credit risk support
and we do not engage in leasing, hedging, or cingifar activities that expose us to any significkabilities that are not (i) reflected on the
face of the consolidated financial statements ahénFuture Contractual Obligations table abovgipdiscussed under the heading “Market
Risk” above.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

The information in Management’s Discussion and Asial of Financial Condition and Results of Operatie-Market Risk in Item 7 of
our Annual Report on Form 10-K for the year endet&nber 31, 2011 is incorporated herein by referenc
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CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Report of Management

The Shareholders
CenturyLink, Inc.:

Management has prepared and is responsible fontidagrity and objectivity of our consolidated firaal statements. The consolidated
financial statements have been prepared in accoedaith accounting principles generally acceptethéUnited States of America and
necessarily include amounts determined using ostrjbdgments and estimates.

Our consolidated financial statements have beeiteallly KPMG LLP, an independent registered puaticounting firm, who have
expressed their opinion with respect to the fasra@gthe consolidated financial statements. Thailitavas conducted in accordance with
standards of the Public Company Accounting Ovetdggiard (United States).

Management is responsible for establishing and taiaimg adequate internal control over financiglasing, a process designed to
provide reasonable assurance regarding the réfjabilfinancial reporting and the preparation iofancial statements for external purposes in
accordance with generally accepted accounting ipiess Under the supervision and with the partitgaof management, including our
principal executive officer and principal financ@ficer, we conducted an evaluation of the effegmtiess of our internal control over financial
reporting based on the frameworklinernal Control—Integrated Frameworksued by the Committee of Sponsoring Organizatidribe
Treadway Commission (“COSQ”). Based on our evatuatinder the framework of COSO, management condltli our internal control
over financial reporting was effective at December2011. The effectiveness of our internal contrar financial reporting at December 31,
2011 has been audited by KPMG LLP, as stated in thport which is included herein.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections of
any evaluation of effectiveness to future periodssabject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policiepracedures may deteriorate.

The Audit Committee of the Board of Directors isrqgmsed of independent directors who are not oiceremployees. The Committee
meets periodically with the external auditors, ingg auditors and management. The Committee carssile independence of the external
auditors and the audit scope and discusses inteon#iol, financial and reporting matters. Both éxéernal and internal auditors have free
access to the Committee.

/sl R. Stewart Ewing, J

R. Stewart Ewing, Ji
Executive Vice President, Chief Financial OfficadaAssistant Secrete
February 27, 201
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Report of Independent Registered Public Accounfimm

The Board of Directors and Stockholders
CenturyLink, Inc.:

We have audited the accompanying consolidated balgineets of CenturyLink, Inc. and subsidiaries @loampany) as of December 31,
2011 and 2010, and the related consolidated statsméoperations, comprehensive income, cash flawd stockholders’ equity for each of
the years in the three-year period ended Decenthe2®. 1. These consolidated financial statememtsher responsibility of the Company’s
management. Our responsibility is to express aniopion these consolidated financial statementsdasa our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamliogUnited States). Those
standards require that we plan and perform thetstmobtain reasonable assurance about whethéinttreial statements are free of material
misstatement. An audit includes examining, on alasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managemeniglhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaerferred to above present fairly, in all materégpects, the financial position of the
Company as of December 31, 2011 and 2010, anct#u#ts of their operations and their cash flowssiaeh of the years in the three-year
period ended December 31, 2011, in conformity Wit8. generally accepted accounting principles.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
Company’s internal control over financial reportiag of December 31, 2011, based on criteria estadiininternal Control—Integrated
Frameworkissued by the Committee of Sponsoring Organizatifrike Treadway Commission, and our report datdatrary 27, 2012
expressed an unqualified opinion on the effectigsrad the Company’s internal control over financggorting.

/s KPMG LLP

KPMG LLP
Shreveport, Louisian
February 27, 201
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Report of Independent Registered Public Accounfimm

The Board of Directors and Stockholders
CenturyLink, Inc.:

We have audited CenturyLink, Inc. and subsidiarfg® Company) internal control over financial repg as of December 31, 2011,
based on criteria establishediiernal Control—Integrated Framewoiksued by the Committee of Sponsoring Organizatidrike Treadway
Commission (COSO). The Company’s management ionssiple for maintaining effective internal contoder financial reporting and for its
assessment of the effectiveness of internal coatret financial reporting, included in the accomyag Report of ManagementOur
responsibility is to express an opinion on the Canyps internal control over financial reporting beson our audit.

We conducted our audit in accordance with the stadedof the Public Company Accounting Oversightri@d@nited States). Those
standards require that we plan and perform thet amidbtain reasonable assurance about whethetigfenternal control over financial
reporting was maintained in all material respe®@tsr audit included obtaining an understanding tdrimal 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 perfaymiich other procedures as we considered necésghgy/circumstances. We believe that
our audit provides a reasonable basis for our opini

A company’s internal control over financial repogiis a process designed to provide reasonablezassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company’s internal control over financial repogiincludes those policies and procedures thagté€ttain to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseofompany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (3) provide reasanabturance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company’s assets that could lrareterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d¢t@isstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdénaate because of changes in condition
that the degree of compliance with the policiepracedures may deteriorate.

In our opinion, the Company maintained, in all mialerespects, effective internal control over figal reporting as of December 31,
2011, based on criteria establishedhniternal Control—Integrated Frameworksued by the COSO.

We also have audited, in accordance with the stdsdz the Public Company Accounting Oversight Bo@snited States), the
consolidated balance sheets of the Company asadrblger 31, 2011 and 2010, and the related consadiddatements of operations,
comprehensive income, cash flows, and stockholdeysity for each of the years in the three-yeaiopeended December 31, 2011, and our
report dated February 27, 2012 expressed an ufigdadipinion on those consolidated financial stagats.

/sl KPMG LLP

KPMG LLP
Shreveport, Louisian
February 27, 201
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CENTURYLINK, INC.

Consolidated Statements of Operations

OPERATING REVENUES
OPERATING EXPENSE!
Cost of services and products (exclusive of deptiExi and amortizatior
Selling, general and administrati
Depreciation and amortizatic
Total operating expens
OPERATING INCOME
OTHER INCOME (EXPENSE
Interest expens
Other income (expens
Total other income (expens
INCOME BEFORE INCOME TAX EXPENSI
Income tax expens
NET INCOME BEFORE EXTRAORDINARY ITEN
Extraordinary item, net of $81 tax (Note :
NET INCOME

BASIC AND DILUTED EARNINGS PER COMMON SHARI
Before extraordinary iter
Extraordinary iterr

Basic and diluted earnings per common sl

WEIGHTED AVERAGE COMMON SHARES OUTSTANDINC
BASIC
DILUTED

See accompanying notes to consolidated finanassients.
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Years Ended December 31,

2011

2010

2009

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

$ 15,35: 7,047 4,97¢
6,32¢ 2,54¢ 1,801
2,97t 1,004 96¢
4,02¢ 1,43 97t
13,32¢ 4,98; 3,741
2,02t 2,06( 1,23:
(1,079 (544) (367)
(5) 15 (53)
(1,07 (529 (420)
94¢ 1,53 817
37¢ 582 302
572 94¢ 511
— — 13¢
$ b57¢° 94¢ 647
$ 1.07 3.17 2.5¢
— — 68
$  1.07 3.1% 3.2¢
532,78(  300,61¢ 198,81
534,12 301,290 199,05
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CENTURYLINK, INC.

Consolidated Statements of Comprehensive (Loss)niec

Years Ended December 31,
2011 2010 2009
(Dollars in millions)

$ 57¢ 94¢ 641

NET INCOME
OTHER COMPREHENSIVE (LOSS) INCOME

Items related to employee benefit pla
Change in net actuarial loss, net of $508, $32%A6) tax (812 (53 49
Change in net prior service credit, net of $23a88d $7 ta (37) (3) 11)

Auction rate securities marked to market, net gf$— and & tax 4 —
Foreign currency translation adjustment and othetr pf $2, — and — tax (18) — —
Other comprehensive (loss) incol (871 (56) 38
$ (299) 892 68E

COMPREHENSIVE (LOSS) INCOMI

See accompanying notes to consolidated financigstents.
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CENTURYLINK, INC.

Consolidated Balance Sheets

ASSETS
CURRENT ASSET¢
Cash and cash equivalel
Accounts receivable, less allowance of $145 and
Income tax receivabl
Deferred income taxes, r
Other
Total current asse
NET PROPERTY, PLANT AND EQUIPMEN
Property, plant and equipme
Accumulated depreciatic
Net property, plant and equipme
GOODWILL AND OTHER ASSETS
Goodwill
Customer relationships, n
Other intangible assets, r
Other
Total goodwill and other asse
TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS EQUITY
CURRENT LIABILITIES
Current maturities of lor-term debi
Accounts payabl
Accrued expenses and other liabilit
Salaries and benefi
Income and other tax
Interest
Other
Advance billings and customer depo:
Total current liabilities
LONG-TERM DEBT
DEFERRED CREDITS AND OTHER LIABILITIES
Deferred income taxes, r
Benefit plan obligations, ni
Other

Total deferred credits and other liabiliti

COMMITMENTS AND CONTINGENCIES (Note 1€
STOCKHOLDERY? EQUITY

Preferred stock—non-redeemable, $25.00 par valithpdzed 2,000 shares, issued and outstandingl @ an

shares

Common stock, $1.00 par value, authorized 800,0@@es, issued and outstanding 618,514 and 304t@x8s

Additional paic-in capital
Accumulated other comprehensive |
Retained earning

Total stockholder equity
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

See accompanying notes to consolidated finanassients.
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December 31,
2011 2010
(Dollars in millions
and shares in thousands)

$ 12€ 17:
1,952 71c

27 10z

1,02¢ 81
39C 74

3,52¢ 1,14:

29,577 16,32
(10,14 (7,579
19,43¢ 8,75¢

21,72¢ 10,26:

8,361 93C
2,23¢ 62z
85€ 32¢

33,18( 12,14
$ 56,13¢ 22,03¢

$ 48C 12
1,39¢ 30C
634 15¢

388 124

298 104

25C 122

58C 19C

4,01¢ 1,011
21,35¢ 7,31¢

3,82¢ 2,36¢
4,85¢ 1,30¢

1,25¢ 38¢
9,937 4,061
B1c 30E
18,90; 6,181
(1,012) (142)
2,31¢ 3,30z
20,82 9,647

$ 56,13¢ 22,03¢




Table of Contents

CENTURYLINK, INC.
Consolidated Statements of Cash Flows

Years Ended December 31,
2011 2010 2009
(Dollars in millions)

OPERATING ACTIVITIES

Net income $ 573 94¢ 647
Adjustments to reconcile net income to net cashideal by operating activitie:
Depreciation and amortizatic 4,02¢ 1,43¢ 97t
Extraordinary item, net of income tax expe — — (136€)
Deferred income taxe 39t 132 154
Provision for uncollectible accour 152 91 57
Long-term debt (premium) discount amortizat (14¢) 1 11
Changes in current assets and current liabili
Accounts receivabl (102) (118 (80)
Accounts payabl (58) (96) (32
Accrued income and other tax 31 38 (150)
Other current assets and other current liabilites (76) (227 121
Retirement benefit (68¢) (271) (82
Changes in other noncurrent assets and liabi (6) (23 40
Other, ne 101 26 49
Net cash provided by operating activit 4,201 2,04¢ 1,574
INVESTING ACTIVITIES
Payments for property, plant and equipment anda&iged software (2,41)) (864) (755)
Cash paid for Savvis acquisition, net of $61 cazfuaed (1,679 — —
Cash acquired in Qwest acquisition, net of $5 qasth 41¢ — —
Cash acquired in Embarq acquisit — — 77
Other, ne 16 5 (1)
Net cash used in investing activiti (3,647 (859) (679
FINANCING ACTIVITIES
Net proceeds from issuance of l-term debt 4,10z — 644
Payments of lor-term deb! (2,989 (500) (82%)
Net (payments) borrowings on credit facil (88) 74 (272)
Debt issuance and retirement cc (1149 — @)
Dividends paic (1,55€) (879 (560
Net proceeds from issuance of common si 102 13C 57
Repurchase of common sta (31 ()] (16)
Other, ne (9 17 3
Net cash used in financing activiti (577 (1,175 (97€)
Effect of exchange rate changes on cash and casvaénts (22) — —
Net (decrease) increase in cash and cash equis (45) 11 (812)
Cash and cash equivalents at beginning of p¢ 173 162 243
Cash and cash equivalents at end of pe $ 12€ 17¢ 162
Supplemental cash flow informatic
Income taxes refunded (paid), 1 $ 11€ (424) (257)
Interest (paid) (net of capitalized interest of $853 and $3 $(1,225) (54¢€) (392

See accompanying notes to consolidated finanassients.
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CENTURYLINK, INC.

Consolidated Statements of Stockholders’ Equity

COMMON STOCK (represents dollars and sha
Balance at beginning of peri
Issuance of common stock to acquire Qwest, inctudimares issued in connection with share-based
compensation awarc
Issuance of common stock to acquire Savvis, inaolyidhares issued in connection with s-basec
compensation awarc
Issuance of common stock to acquire Embarq, inomdhares issued in connection with s-basec
compensation awarc
Issuance of common stock through dividend reinvestirincentive and benefit pla
Shares withheld to satisfy tax withholdir
Balance at end of peric
ADDITIONAL PAID -IN CAPITAL
Balance at beginning of peri
Issuance of common stock to acquire Qwest, inctpdssumption of she-based compensation awa
Issuance of common stock to acquire Savvis, inolyidissumption of she-based compensation awa
Issuance of common stock to acquire Embarq, inolpdssumption of she-based compensation awal
Issuance of common stock through dividend reinvestirincentive and benefit pla
Shares withheld to satisfy tax withholdir
Shar-based compensation and other,
Balance at end of peric
ACCUMULATED OTHER COMPREHENSIVE (LOSS) INCOM
Balance at beginning of peri
Other comprehensive (loss) incol
Balance at end of peric
RETAINED EARNINGS
Balance at beginning of peri
Net income
Dividends declare
Balance at end of peric
TOTAL STOCKHOLDERS¢ EQUITY

See accompanying notes to consolidated financigstents.
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Years Ended December 31,

2011

2010

2009

(Dollars in millions)

$ 308 29¢  10C
204  — —
14 — —
- = 19€
6 6 4
— — €]
61C 305 29¢
6,181 6,02( 45
11,97¢ — —
601 — —
— — 58
97 124 53
(30) (16 (15
78 53 63
18,90 6,181 6,02(
(141) (85 (129
(871) (56) 38
(1,01 (141)  (85)
3,30 3,237 3,14¢
573 94 647
(1,556 (879 (560
2,31¢ 3,30 3,23°
$20,827 9,647 9,467
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CENTURYLINK, INC.
Notes to Consolidated Financial Statements

Unless the context requires otherwise, referencéldse Notes to “CenturyLink,” “we,” “us” and “out refer to CenturyLink, Inc. and
its consolidated subsidiaries, including SAVVIS, bind its consolidated subsidiaries (referred $d'8avvis”) for periods on or after July 15,
2011, Qwest Communications International Inc. asdonsolidated subsidiaries (referred to as “QWek&ir periods on or after April 1, 2011,
and Embarq Corporation and its consolidated sulzsids (referred to as “Embarq”) for periods on oftar July 1, 2009.

(1) Basis of Presentation and Summary of Significant Amunting Policies
Basis of Presentatiol

We are an integrated communications company engag®aarily in providing an array of communicatioservices to our residential,
business, governmental and wholesale customersc@umunications services include local and longagise, network access, private line
(including special access), public access, broadlbdata, managed hosting (including cloud hostioglpcation, wireless and video services
certain local and regional markets, we also proladal access and fiber transport services to ctithygelocal exchange carriers and security
monitoring.

The accompanying consolidated financial statemiestade our accounts and the accounts of our siggéd over which we exercise
control. These subsidiaries include our acquisiitb8AVVIS, Inc. (“Sawvis”) on July 15, 2011, Qwe&Sbmmunications International Inc.
(“Qwest™) on April 1, 2011 and Embarg Corporatidkrhbarg”) on July 1, 2009 (See Note 2—Acquisitiarl) intercompany amounts and
transactions with our consolidated subsidiarietzeen eliminated.

Through June 30, 2009, CenturyLink accounted oragulated telephone operations (except for tbhpgsties acquired from Verizon in
2002) in accordance with the provisions of regulaccounting under which certain of our assetslafdities were required to be recorded
and, accordingly, reflected in the balance sheletsioregulated entities. On July 1, 2009, we digtwed the accounting requirements of
regulatory accounting upon the conversion of suttistty all of our rate-ofreturn study areas to federal price cap regulatiothe third quarte
of 2009, upon the discontinuance of regulatory antiag, we recorded a non-cash extraordinary gaour consolidated statements of
operations of $136 million after-tax. See Note 14isddntinuance of Regulatory Accounting for additibimformation.

Subsequent to the July 1, 2009 discontinuancegofiagory accounting, all intercompany transactianith affiliates have been eliminated
from the consolidated financial statements. Poajuly 1, 2009, intercompany transactions with tatgal affiliates subject to regulatory
accounting were not eliminated in connection witbgaring the consolidated financial statements/lasied by the provisions of regulatory
accounting. The amount of intercompany revenuescasts that were not eliminated related to the Fiedf of 2009 approximated $114 millic

Our consolidated financial statements reflect clearig the way we present the effects of noncommigpihterests in certain of our
subsidiaries. To simplify the overall presentatidrour financial statements, we no longer disptaynaterial amounts attributable to
noncontrolling interests as separate items. Irrevised presentation we report: (i) income attidble to noncontrolling interests in other
income (expense), (ii) equity attributable to nameolling interests in additional paid-in capitalda(iii) cash flows attributable to
noncontrolling interests in other financing aciedt As a result of this change, the amounts we me@ort as net income correspond to amounts
that we previously reported as net income attribletéo CenturyLink, Inc. This presentation changd ho effect on earnings per common
share, total equity or the classification of oustcélows.

B-40



Table of Contents

During 2011, we changed the definitions we usddssify expenses as cost of services and prododtselling, general and
administrative, and as a result, we reclassifi@Vipusly reported amounts to conform to the curpemiod presentation. These revisions
resulted in the reclassification of $134 milliorde®49 million from selling, general and adminigtratto cost of services and products for years
ended December 31, 2010 and 2009, respectivelyc@uent definitions are as follows:

. Cost of services and products (exclusive of deptieci and amortizationare expenses incurred in providing products andces
to our customers. These expenses include: empl@fated expenses directly attributable to operadimgy maintaining our network
(such as salaries, wages, benefits and profesdiees); facilities expenses (which are third-paéetgcommunications expenses we
incur for using other carriers’ networks to provikrvices to our customers); rents and utilitigseeses; equipment sales expenses
(such as data integration and modem expenses$; fowsiniversal service funds (“USF”) (which areléeal and state funds that are
established to promote the availability of telecammioations services to all consumers at reasoratdeaffordable rates, among
other things, and to which we are often requiredaitribute); and other expenses directly relabeolr network and hosting
operations

. Selling, general and administrative expenaesexpenses incurred in selling products and ses\to our customers, corporate
overhead and other operating expenses. These egieictude: employee-related expenses (such asesalaages, internal
commissions, benefits and professional fees) dyrettributable to selling products or services antployee-related expenses for
administrative functions; marketing and advertisitagies (such as property and other taxes) an¢ éggsrnal commissions; bad
debt expense; and other selling, general and adtradtive expense

These expense classifications may not be compatalfese of other companies.

We also have reclassified certain other prior meamounts to conform to the current period presemgaincluding the categorization of
our revenues and our segment reporting (see NeteSEgiment Information). These changes had no ingratital revenues, total operating
expenses or net income for any period.

We have reclassified certain prior year balancetsamounts presented in our Annual Report on FdrK for the year ended
December 31, 2010. We primarily reclassified $31lion from other assets to other intangible assets.

Summary of Significant Accounting Policie

Use of EstimatesOur consolidated financial statements are prepgraccordance with U.S. generally accepted adaugiprinciples.
These accounting principles require us to makeredstimates, judgments and assumptions. We leetieat the estimates, judgments and
assumptions we made when accounting for items atters such as, but not limited to, investmentsgiterm contracts, customer retention
patterns, allowance for doubtful accounts, deptiegiaamortization, asset valuations, internal tatapitalization rates, recoverability of assets
(including deferred tax assets), impairment assesgnpension, post-retirement and other post-eymmat benefits, taxes, certain liabilities
and other provisions and contingencies are reasgnadised on information available at the time tiweye made. These estimates, judgments
and assumptions can affect the reported amouratssetts, liabilities and components of stockholdegsiity as of the dates of the consolidated
balance sheets, as well as the reported amountés@fiue, expenses and components of cash flowsgdilwé periods presented in our
consolidated statements of operations, our coreelitistatements of comprehensive (loss) incom@andonsolidated statements of cash
flows. We also make estimates in our assessmemistehtial losses in relation to threatened or penthx and legal matters. See Note 12—
Income Taxes and Note 16—Commitments and Continigeffier additional information.

For matters not related to income taxes, if a isg®nsidered probable and the amount can be rebsoestimated, we recognize an
expense for the estimated loss. If we have thengiatdo recover a portion of the estimated lossrfra third party, we make a separate
assessment of recoverability and reduce the egirass if recovery is also deemed probable.

For matters related to income taxes, if the impéetn uncertain tax position is more likely thart tmobe sustained upon audit by the
relevant taxing authority, then we recognize a hiefe the largest amount that is more
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likely than not to be sustained. No portion of acertain tax position will be recognized if the pios has less than a 50% likelihood of being
sustained. Interest is recognized on the amounhiEfcognized benefit from uncertain tax positions.

For all of these and other matters, actual resoltdd differ from our estimates.

Revenue RecognitionWe recognize revenue for services when the iklsdevices are provided. Recognition of certaimpats receive
in advance of services being provided is deferrdd the service is provided. These advance paysi@ctude activation and installation
charges, which we recognize as revenue over thectegh customer relationship period, which ranges feighteen months to over ten years
depending on the service. We also defer costsustomer acquisitions. The deferral of customer Bitipn costs is limited to the amount of
revenue deferred on advance payments. Costs iserf@dvance payments are recorded as expertse frettiod such costs are incurred.
Expected customer relationship periods are estionagang 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 customers whoiveceertain groupings of services. These bundleatists are recognized concurrel
with the associated revenues and are allocatduetodrious services in the bundled offering basethe estimated selling price of services
included in each bundled combination. Revenues frestallation activities are deferred and recogahias revenue over the estimated life of
customer relationship. The costs associated with sstallation activities, up to the related amoofrdeferred revenue, are deferred and
recognized as an operating expense over the satmoe.pe

Customer arrangements that include both equipnmrehtarvices are evaluated to determine whethezlémeents are separable. If the
elements are deemed separable and separate egirongsses exist, the revenue associated withedactent is allocated to each element
based on the relative estimated selling price efsitparate elements. We have estimated the spiiites of each element by reference to
vendor-specific objective evidence of selling psieghen the elements are sold separately. The rewvessociated with each element is then
recognized as earned. For example, if we receivedgance payment when we sell equipment and cangrservice together, we immediately
recognize as revenue the amount allocated to thipmgnt as long as all the conditions for reveraggnition have been satisfied. The por
of the advance payment allocated to the servicedoapon its relative selling price is recognizedivdy over the longer of the contractual
period or the expected customer relationship period

We have periodically transferred optical capacityeds on our network to other telecommunicationscgecarriers. These transactions
are structured as indefeasible rights of use, confyreferred to as IRUs, which are the exclusightito use a specified amount of capacity or
fiber for a specified term, typically 20 years. \Acount for the cash consideration received orsteas of optical capacity assets and on all of
the other elements deliverable under an IRU, asme® ratably over the term of the agreement. We havrecognized revenue on any
contemporaneous exchanges of our optical capassigtafor other optical capacity assets.

We offer some products and services that are peoMiy third-party vendors. We review the relatiopdietween us, the vendor and the
end customer to assess whether revenue shoulghbeta® on a gross or net basis. In assessing whethenue should be reported on a gro
net basis, we consider whether we act as a prihicighe transaction, take title to the productyénrisk and rewards of ownership and act ¢
agent or broker. Based on our agreements with DIRE&nd Verizon Wireless, we offer these servicesufh sales agency relationships
which are reported on a net basis.

For our Savvis operations, we have service levelrndments pursuant to individual client contractthveertain of our clients. To the
extent that such service levels are not achievedeotherwise disputed due to performance or aeigsues or other service interruptions or
conditions, we will estimate the amount of cretiitde issued and record a reduction to revenué, awiorresponding increase in the allowance
for doubtful accounts. In the event we provide @gedr payments to clients related to service lel@ims, we may recover such costs through
third party insurance agreements. Insurance preceseived under these agreements are recordedodfset to previously recorded revenue
reductions.
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USF, Gross Receipts Taxes and Other Surchargfedetermining whether to include in our revemane expenses the taxes and
surcharges collected from customers and remittgght@rnmental authorities, including USF chargaekss use, value added and some excise
taxes, we assess, among other things, whetheresth@primary obligor or principal taxpayer for tages assessed in each jurisdiction where
we do business. In jurisdictions where we deterrttia¢ we are the principal taxpayer, we recordiéixes on a gross basis and include them in
our revenue and costs of services and products.

In jurisdictions where we determine that we areetyea collection agent for the government authositg record the taxes on a net basis
and do not include them in our revenue and cossgices and products.

Advertising Costs Costs related to advertising are expensed asrettand included in selling, general and admiatate expenses in o
consolidated statements of operations. For thesymaidled December 31, 2011, 2010 and 2009, ourt&ingrexpense was $275 million,
$49 million and $25 million, respectively.

Legal Costs In the normal course of our business, we incst<to hire and retain external legal counsel tasadus on regulatory,
litigation and other matters. We expense theses@ssthe related services are received.

Income TaxesWe file a consolidated federal income tax retwith our eligible subsidiaries. The provision facome taxes consists of
an amount for taxes currently payable, an amourtefoconsequences deferred to future periodssadpnts to our liabilities for uncertain tax
positions and amortization of investment tax csediVe record deferred income tax assets and tiailieflecting future tax consequences
attributable to tax net operating loss carryforveafdOLSs), tax credit carryforwards and differenbeswveen the financial statement carrying
value of assets and liabilities and the tax bas#fsose assets and liabilities. Deferred taxesaneputed using enacted tax rates expected to
apply in the year in which the differences are expe to affect taxable income. The effect on defitincome tax assets and liabilities of a
change in tax rate is recognized in earnings imp#réd that includes the enactment date.

We use the deferral method of accounting for fddeve@stment tax credits earned prior to the repéalich credits in 1986. We also
defer certain transitional investment tax credéimed after the repeal, as well as investmentredits earned in certain states. We amortize
these credits ratably over the estimated serwes lof the related assets as a credit to our incarmexpense in our consolidated statements of
operations.

We establish valuation allowances when necessamdiace deferred income tax assets to the amahattsve believe are more likely tt
not to be recovered. A significant portion of oet deferred tax assets relate to tax benefitdatable to NOLs. Each quarter we evaluate the
need to retain all or a portion of the valuatidlm@bnce on our deferred tax assets. At Decembe2(@ll1, we concluded that it was more likely
than not that we would realize the majority of deferred tax assets. See Note 12—Income Taxesglftitianal information.

Cash and Cash Equivalent€ash and cash equivalents include highly lignicestments that are readily convertible into cashare not
subject to significant risk from fluctuations irténest rates. As a result, the value at which eashcash equivalents are reported in our
consolidated financial statements approximates thigivalue. In evaluating investments for claissifion as cash equivalents, we require that
individual securities have original maturities bfée months or less and that individual investnfiamds have dollar-weighted average
maturities of ninety days or less. To preservetahpnd maintain liquidity, we invest with finantiastitutions we deem to be of sound
financial condition and in high quality and relaiy risk-free investment products. Our cash investnpolicy limits the concentration of
investments with specific financial institutionsamong certain products and includes criteria eelad credit worthiness of any particular
financial institution.

Book overdrafts occur when checks have been issuedave not been presented to our controlled diglmoent bank accounts for
payment. Disbursement bank accounts allow us @ydehding of issued checks until the checks aesqmted for payment. Until the issued
checks are presented for payment, the book ovésdaed included in accounts payable on our cora@itibalance sheet. This activity is
included in the operating activities section in oansolidated statements of cash flows.
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Accounts Receivable and Allowance for Doubtful Aot®. Accounts Receivable are recognized based upoanttoeint due from
customers for the services provided or at cospfwchased and other receivables less an allowanamiibtful accounts. The allowance for
doubtful accounts receivable reflects our bestrest of probable losses inherent in our receivpbiéfolio determined on the basis of
historical experience, specific allowances for kndvwoubled accounts and other currently availabldence. We generally consider our
accounts past due if they are outstanding overa38.dOur collection process varies by the cust@agment, amount of the receivable, and our
evaluation of the customer’s credit risk. Our phst accounts are written off against our allowdnceloubtful accounts when collection is
considered to be not probable. Any recoveries obats previously written off are generally recagui as a reduction in bad debt expense in
the period received. The carrying value of accouedgivable net of the allowance for doubtful acdswapproximates fair value.

Property, Plant and EquipmenProperty, plant and equipment acquired in conoeatith our acquisitions was recorded based on its
estimated fair value as of its acquisition datesghe estimated value of any associated legaltpotractually required retirement obligations.
Substantially all other property, plant and equiptris stated at original cost plus the estimatddesaf any associated legally or contractually
required retirement obligations. Property, plard aguipment is depreciated primarily using theightaline group method. Under the straight-
line group method, assets dedicated to providilggtenmunications services (which comprise the nitgjof our property, plant and
equipment) that have similar physical charactesstise and expected useful lives are categoniztitbiyear acquired on the basis of equal life
groups for purposes of depreciation and trackirgnégally, under the straight-line group method, nvae asset is sold or retired, the cost is
deducted from property, plant and equipment andgefthto accumulated depreciation without recognitiba gain or loss. A gain or loss is
recognized in our consolidated statements of ojpermbnly if a disposal is abnormal or unusual.dedeld improvements are amortized over
the shorter of the useful lives of the assets emrtkpected lease term. Expenditures for maintenandeepairs are expensed as incurred.
Interest is capitalized during the constructiongghaf network and other internal-use capital ptsjgEmployeea<elated costs for construction
network and other internal use assets are alstatiapd during the construction phase. Propergnpand equipment supplies used internally
are carried at average cost, except for signifigadividual items for which cost is based on sgeddentification.

We perform annual internal reviews to evaluaterfzsonableness of the depreciable lives for oyrgsty, plant and equipment. Our
reviews utilize models that take into account adatisage, physical wear and tear, replacement gisagsumptions about technology evolution
and, in certain instances, actuarially determin@dabilities to estimate the remaining life of @sset base. The changes in our estimates
incorporated as a result of our most recent revididesot have a material impact on the level of depreciation expense.

We have asset retirement obligations associatddthét legally or contractually required removahdimited group of property, plant and
equipment assets from leased properties and thesditof certain hazardous materials present iroamed properties. When an asset
retirement obligation is identified, usually in asgtion with the acquisition of the asset, we rddbe fair value of the obligation as a liability.
The fair value of the obligation is also capitatizes property, plant and equipment and then anedrtixer the estimated remaining useful life
of the associated asset. Where the removal oldigédinot legally binding, the net cost to remogséts is expensed in the period in which the
costs are actually incurred.

We review long-lived assets, other than goodwill ather intangible assets with indefinite lives, ifapairment whenever facts and
circumstances indicate that the carrying amounte®fssets may not be recoverable. For measurgmerdses, long-lived assets are grouped
with other assets and liabilities at the loweseldar which identifiable cash flows are largelylependent of the cash flows of other assets and
liabilities, absent a material change in operatidusimpairment loss is recognized only if the garg amount of the asset group is not
recoverable and exceeds its fair value. Recovéabil the asset group to be held and used is medday comparing the carrying amount of
the asset group to the estimated undiscountedefuiteir cash flows expected to be generated by #et g=oup. If the asset group’s carrying
value is not recoverable, an impairment chargedsgnized for the amount by which the carrying amadi the asset group exceeds its fair
value. We determine fair values by using a commnatf comparable market values and discounted ftasis, as appropriate.

Goodwill, Customer Relationships and Other Intatgibssetslntangible assets arising from business combingfisach as goodwiill,
customer relationships, trademarks and tradenaamesnitially recorded at fair
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value. We amortize customer relationships primailgr an estimated life of 10 years, using eitherdum-of-the-years-digits or straight-line
methods, depending on the type of customer. We tiaarapitalized software using the straight-linethod over estimated lives ranging up to
seven years and amortize our other intangible sapsetiominantly using the sum-of-tiiears digits method over an estimated life of fgeairs
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 utéfe of an intangible asset, we classify the ingible asset as indefinite-lived and such
intangible assets are not amortized.

Internally used software, whether purchased or ld@eel by us, is capitalized and amortized usingstregght-line group method over its
estimated useful life. We have capitalized certaists associated with software such as costs ologegs devoting time to the projects and
external direct costs for materials and servicest€associated with software to be used for iatgrarposes are expensed until the point at
which the project has reached the development sfagesequent additions, modifications or upgradéstérnal-use software are capitalized
only to the extent that they allow the softwar@ésform a task it previously did not perform. Sadte maintenance, data conversion and
training costs are expensed in the period in witiely are incurred. We review the remaining econdimés of our capitalized software
annually. Capitalized software is included in otimangible assets, net, in our consolidated balaheets.

Our long-lived intangible assets with indefinitees are reviewed for impairment annually or wheneweevent occurs or circumstances
change that would indicate an impairment may haeeiwed. These assets are carried at historicalfdbgir estimated fair value is greater
than their carrying amounts. However, if their mstied fair value is less than the carrying amaoathigr indefinite-lived intangible assets are
reduced to their estimated fair value through apaimment charge to our consolidated statementpefations. In the fourth quarter of 2011,
we completed our annual review and determinedttieatair value of our indefinite-lived intangiblesets exceeded their carrying amounts;
accordingly, no impairment charge was recordeditl2

We are required to review goodwill for impairmenbteast annually, or more frequently if events @hange in circumstances indicate
that an impairment may have occurred. We are reduo write-down the value of goodwill only in pedts in which the recorded amount of
goodwill exceeds the fair value. Our annual measerg date for testing goodwill impairment is Sepgtem30. Subsequent to our acquisitions
of Qwest on April 1, 2011 and Savvis on July 15120xe managed our operations based on four opgrsgigments (regional markets,
business markets, wholesale markets and Savvistimes) and have considered these four operatigigeets to be the appropriate level for
testing goodwill impairment as of September 30,220 rior to our acquisition of Qwest, our reportingts were generally aligned to our five
geographic operating regions, under which we mash#ge substantial portion of our operations. Sete8e—Goodwill, Customer
Relationships and Other Intangible Assets for &t information.

We periodically review the estimated lives and mdthused to amortize our other intangible asséis.attual amounts of amortization
expense may differ materially from our estimatepehding on the results of our periodic reviews @ndfinal determinations of acquisition
date fair value related to Savvis’ and Qwest’sngthle assets. For more information, see Note 2—ufsifions.

Pension and Post-Retirement Benefifge recognize the overfunded or underfunded statosr defined benefit and post-retirement
plans as an asset or a liability on our balancetstecumulated actuarial gains and losses arergpanent of our other comprehensive (loss)
income, which is then included in our accumulatdteocomprehensive (loss) income. Pension andrgtistment benefit expenses are
recognized over the period in which the employeelees service and becomes eligible to receive iisnéfe make significant assumptions
(including the discount rate, expected rate ofrretan plan assets and health care trend rategnipuating the pension and post-retirement
benefits expense and obligations. See Note 8—Empl®enefits.

Foreign Currency. Our results of operations include foreign sulzsids, which are translated from the applicablefiomal currency to
the United States dollar using the average excheatgs during the reporting period, while assetslatilities are translated at the reporting
date. Resulting gains or losses from translatimgifm currency are included in accumulated othemmehensive (loss) income.
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Common StockAt December 31, 2011, we had unissued sharegatfu@/Link common stock reserved of 43.6 milliomsds for
incentive compensation, 4.1 million shares for @sitjans, 3.4 million shares for our employee stpckchase plan (“ESPP”) and 400,000
shares for our dividend reinvestment plan.

Preferred stock Holders of outstanding CenturyLink preferred &tace entitled to receive cumulative dividendsgeree preferential
distributions equal to $25 per share plus unpariidnds upon CenturyLink’s liquidation and votesasingle class with the holders of common
stock.

Recently Issued Accounting PronouncemefmsSeptember 2011, the Financial Accounting Staasi Board (“FASB”jssued Accountin
Standards Update (“ASU”) 2011-OBitangibles—Goodwill and Other (Topic 350): Testtagodwill for Impairment This update simplifies
the goodwill impairment assessment by allowing e gany to first review qualitative factors to deterenthe likelihood of whether the fair
value of a reporting unit is less than its carryamgount before applying the two-step goodwill innpegnt test. If it is determined that it is more
likely than not that the fair value of a reportingit is greater than its carrying amount, a compaayld not be required to perform the twiey
goodwill impairment test for that reporting unihi$ update is effective for interim and annual geiidmpairment tests performed for fiscal
years beginning after December 15, 2011 with esdlyption permitted. This ASU, which we adopted waigithe third quarter of 2011, did r
have any impact on our consolidated financial stetgs.

In October 2009, the FASB issued ASU 2009R8yenue Recognition (Topic 605): Multiple-DelivdeaRevenue Arrangement$his
update requires the use of the relative sellingepmethod when allocating revenue in these typesrahgements. This method requires a
vendor to use its best estimate of selling prigeeither vendor specific objective evidence nortiparty evidence of selling price exists when
evaluating multiple deliverable arrangements. Biesmdard update was effective for us on Janua2@11 and we have adopted it prospecti
for revenue arrangements entered into or matemadigified after January 1, 2011. This standard tgptlas not had and is not expected to have
a material impact on our consolidated financiatesteents since the allocation of revenue has héstlityibeen based upon the relative fair value
of the elements as determined by reference to vespkific objective evidence of fair value whea tlements have been sold on a stalode
basis.

(2) Acquisitions
Acquisition of Savvis

On July 15, 2011, we acquired all of the outstagdiommon stock of Savvis, a provider of cloud hagtmanaged hosting, colocation
and network services in domestic and foreign markafte believe this acquisition enhances our abititge an information technology partner
with our existing business customers and strengtben opportunities to attract new business custeinethe future. Each share of Savvis
common stock outstanding immediately prior to tbg@uasition converted into the right to receive $%0 share in cash and 0.2479 shares of
CenturyLink common stock. The aggregate considanaif $2.382 billion consisted of:

. cash payments of $1.732 billic

. the 14.313 million shares of CenturyLink commorcktssued to consummate the acquisit

. the closing stock price of CenturyLink common statKuly 14, 2011 of $38.54; a

. the estimated net value of the pre-combinationipordf certain share-based compensation awardsnessby CenturyLink of
$98 million, of which $33 million was paid in cas

Upon completing the acquisition, we also paid $64ifion to retire certain pre-existing Savvis deloid accrued interest, and paid related
transaction expenses totaling $15 million. The gzefments required on or about the closing date farded using existing cash balances,
which included the net proceeds from the June 2§sliance of senior notes with an aggregate prihaipaunt of $2.0 billion. See Note 4—
Long-term Debt and Credit Facilities, for additibmdormation about our senior notes.
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We have recognized the assets and liabilities v¥iSdased on our preliminary estimates of thequasition date fair values. The
determination of the fair values of the acquireskets and assumed liabilities (and the related mhitetion of estimated lives of depreciable
tangible and identifiable intangible assets) rezgigignificant judgment. As such, we have not cetepl our valuation analysis and calculati
in sufficient detail necessary to arrive at thafiastimates of the fair value of Savvis’ assetpiaed and liabilities assumed, along with the
related allocations to goodwill and intangible @ass€&he fair values of certain tangible assetgngible assets, certain contingent liabilities and
residual goodwill are the most significant areasy®sa finalized and therefore are subject to chakige expect to complete our final fair value
determinations no later than the second quartg0d®2. Our final fair value determinations may kgngicantly different than those reflected in
our consolidated financial statements at Decembge?2@11.

Based on our preliminary estimate, the aggregatsideration exceeds the aggregate estimated faie wd the acquired assets and
assumed liabilities by $1.357 billion, which hagbeecognized as goodwill. This goodwill is atttitole to strategic benefits, including
enhanced financial and operational scale and ptahemarket diversification that we expect toiralNone of the goodwill associated with
this acquisition is deductible for income tax pises.

The following is our preliminary assignment of #hggregate consideration:

July 15, 2011
(Dollars in millions)

Cash, accounts receivable and other current & $ 213
Property, plant and equipme 1,33t
Identifiable intangible asse

Customer relationshiy 794

Other 51
Other noncurrent asse 27
Current liabilities, excluding current maturitieslong-term debr (229
Current maturities of lor-term debt (38)
Long-term debi (840)
Deferred credits and other liabiliti (38¢)
Goodwill 1,35
Aggregate consideratic $ 2,382

Acquisition of Qwes

On April 1, 2011, we acquired all of the outstargd@ommon stock of Qwest, a provider of data, Irdemideo and voice services
nationwide and globally. We entered into this asijigin, among other things, to realize certaintsggiz benefits, including enhanced financial
and operational scale, market diversification anwtaged combined networks. As of the acquisitiae dQwest served approximately
9.0 million access lines and approximately 3.0iorillboroadband subscribers across 14 states. Each shQwest common stock outstanding
immediately prior to the acquisition converted ittie right to receive 0.1664 shares of Centuryldoknmon stock, with cash paid in lieu of
fractional shares. The aggregate considerationdda<273 billion based on:

. the 294 million shares of CenturyLink common stéxdued to consummate the acquisiti
. the closing stock price of CenturyLink common stat®arch 31, 2011 of $41.5

. the estimated net value of the -combination portion of she- based compensation awards assumed by CenturyLig&million
(excluding the value of restricted stock includedhie number of issued shares specified above)

. cash paid in lieu of the issuance of fractionakshaf $5 million.
We assumed approximately $12.7 billion of long-tet@bt in connection with our acquisition of Qwest.
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We have recognized the assets and liabilities oé€Wwased on our preliminary estimates of theiusétipn date fair values. The
determination of the fair values of the acquireske#s and assumed liabilities (and the related mhitetion of estimated lives of depreciable
tangible and identifiable intangible assets) rezgigignificant judgment. As such, we have not cetepl our valuation analysis and calculati
in sufficient detail necessary to arrive at thafiastimates of the fair value of Qwest's assetgimed and liabilities assumed, along with the
related allocations to goodwill and intangible @ass&he fair values of certain tangible assetgjngible assets, certain contingent liabilities and
residual goodwill are the most significant areasy®sa finalized and therefore are subject to chakige expect to complete our final fair value
determinations no later than the first quarter@f2 Our final fair value determinations may bengfigantly different than those reflected in
consolidated financial statements at December @112

Based on our preliminary estimate, the aggregatsideration exceeds the aggregate estimated faie wd the acquired assets and
assumed liabilities by $10.106 billion, which ambhbas been recognized as goodwill. This goodwitittsbutable to strategic benefits,
including enhanced financial and operational scakket diversification and leveraged combined et that we expect to realize. None of
the goodwill associated with this acquisition isldetible for income tax purposes.

The following is our preliminary assignment of #hggregate consideration:

April 1, 2011
(Dollars in millions)
Cash, accounts receivable and other current & $ 2,12¢
Property, plant and equipme 9,55¢
Identifiable intangible asse
Customer relationshiy 7,62¢
Capitalized softwar 1,70z
Other 18¢
Other noncurrent asse 373
Current liabilities, excluding current maturitieklong-term debt (2,429
Current maturities of lor-term deb! (2,422)
Long-term debt (10,259
Deferred credits and other liabiliti (4,307
Goodwill 10,10¢
Aggregate consideratic $ 12,27:

Acquisition of Embarq

On July 1, 2009, we acquired all of the outstandiognmon stock of Embarqg Corporation (“Embarqg”)ravider of data, Internet, video
and voice services. We entered into this acquisitanong other things, to realize certain stratbgitefits, including enhanced financial and
operational scale, market diversification and lagedd combined networks. As of the acquisition datebarq served approximately 5.4 million
access lines and approximately 1.5 million broadtsubscribers across 18 states. Each share of Grobarmon stock outstanding
immediately prior to the acquisition converted ittie right to receive 1.37 shares of CenturyLinknomon stock, with cash paid in lieu of
fractional shares. The aggregate consideratio® &7 billion was based on:

. the 196 million shares of CenturyLink common st@sued to consummate the acquisiti
. the closing stock price of CenturyLink common statklune 30, 2009 of $30.70; ¢

. the estimated net value of the pre-combinationigomf share- based compensation awards assuméertyryLink of
approximately $50 million (excluding the value eftricted stock included in the number of issuetesh specified above

We assumed approximately $4.9 billion of long-teteft in connection with our acquisition of Embarg.
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In connection the Embarg acquisition, we amendecdbarter to eliminate our time-phase voting suitet which previously entitled
persons who beneficially owned shares of our comstock continuously since May 30, 1987 to ten vpisshare.

We have recognized the assets and liabilities df&mbased on their acquisition date fair valuesdd on our final determination of fair
value in June 2010, the aggregate consideratiomegbecthe aggregate estimated fair value of theirehassets and assumed liabilities by
$6.245 billion, which amount has been recognizedcexlwill. This goodwill is attributable to stratedpenefits, including enhanced financial
and operational scale, market diversification awktaged combined networks that we expect to edlinne of the goodwill associated with
this acquisition is deductible for income tax pises.

The following is our assignment of the aggregatesaeration:

July 1, 2009
(Dollars in millions)
Cash, accounts receivable and other current & $ 67€
Property, plant and equipme 6,07¢
Identifiable intangible asse
Customer relationshir 1,09¢
Right of way 26€
Other 27
Other noncurrent asse 24
Current liabilities, excluding current maturitieslong-term debi (837
Current maturities of lor-term debi 2
Long-term debi (4,88
Deferred credits and other liabiliti (2,622)
Goodwill 6,24¢
Aggregate consideratic $ 6,07(C

In connection with consummating the Embarqg acquaisitve amended our charter to (i) eliminate omnetiphase voting structure, which
previously entitled persons who beneficially owisddres of our common stock continuously since MJy1987 to ten votes per share, and
(i) increase the authorized number of shares ocommon stock from 350 million to 800 million. As amended and restated, our charter
provides that each share of our common stock iflezhto one vote per share with respect to eacttemproperly submitted to shareholders for
their vote, consent, waiver, release or other actio

References to Acquired Business

In the discussion that follows, we refer to theibess that we operated prior to the Qwest acqois{including Embarg’s business) as
“Legacy CenturyLink” and refer to the incrementakimess activities that we now operate as a reétiie Savvis acquisition and the Qwest
acquisition as “Legacy Sawvis” and “Legacy Qwest§pectively.

Combined Pro Forma Operating Results (Unaudited)

For the year ended December 31, 2011, CenturyLirdeslts of operations included operating reverfonesof intercompany
eliminations) attributable to Qwest and Savvis ®2billion and $483 million, respectively. The #&tith of Qwest and Savvis post-acquisition
operations did not contribute significantly to @ansolidated net income.

The following unaudited pro forma financial infortitan presents the combined results of CenturyLmk ghe Qwest and Sawvis
acquisitions had been consummated as of Janu2Q10,
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Years Ended December 31

2011 2010

(Dollars in millions)
Operating revenue $ 18,69: 19,43
Net income 601 292
Basic earnings per common sh .97 A8
Diluted earnings per common shi .97 A8

This pro forma information reflects certain adjustits to previously reported operating results, isting of primarily:

. decreased operating revenues and expenses duedbntinmation of deferred revenues and deferre@es@s associated w
installation activities and capacity leases thatengssigned no value at the acquisition date améltmination of transactions
among CenturyLink, Qwest and Savvis that are ndvjest to intercompany eliminatio

. increased amortization expense related to idebtdimtangible assets, net of decreased depregiakpense to reflect the fair value
of property, plant and equipme!

. decreased recognition of retiree benefit experme®@iest due to the elimination of unrecognizedagdéal losses

. decreased interest expense primarily due to thetamation of an adjustment to reflect the increafedvalue of lon-term debt o
Qwest recognized on the acquisition date;

. the related income tax effec

The pro forma information does not necessarilyetfthe actual results of operations had the QamdtSavvis acquisitions been
consummated at January 1, 2010, nor is it necésgaticative of future operating results. The fiooma information does not give effect to
any potential revenue enhancements, cost synesgiher operating efficiencies that could resudhi the acquisitions (other than those
realized in our historical financial statementegathe respective acquisition dates).

At December 31, 2011, we had incurred cumulativesition related expenses, consisting primarilynéégration and severance related
expenses, of $41 million for Savvis, $393 milliar Qwest, and $459 million for Embarg. The totalamt of these expenses recognized in
costs of services and products and selling, geaacibdministrative expenses for years ended Desegilh 2011, 2010 and 2009 was
$467 million, $145 million and $271 million, respieely. An additional $16 million consists of traation expenses incurred in connection
with terminating an unused loan financing commitireated to our Savvis acquisition. This amoung wat considered an operating activity
and therefore not included as an operating expense.

Qwest incurred cumulative pre-acquisition relategemses of $71 million, including $36 million inrpEds prior to being acquired and
$35 million on the date of acquisition. Savvis imed cumulative pre-acquisition related expense&2@fmillion, including $3 million in
periods prior to being acquired and $19 milliontbba date of acquisition. These amounts are noadted in our results of operations.

(3) Goodwill, Customer Relationships and Other Intangibe Assets
Goodwill, customer relationships and other intategydssets consisted of the following:

December 31 December 31
2011 2010
(Dollars in millions)

Goodwill $ 21,72 10,26

Customer relationships, less accumulated amomizatf $1,337 and $34 8,361 93C

Indefinite-life intangible asset 41€ 41€
Other intangible assets subject to amortiza

Capitalized software, less accumulated amortizadfod¥41 and $7! 1,622 164

Tradenames and patents, less accumulated amantiz#t73 and $. 19¢ 40

Total other intangible assets, | $  2,23¢ 622
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Our goodwill was derived from numerous acquisitiargereby the purchase price exceeded the fair \afltlee net assets acquired (See
Note z—Acquisitions). At December 31, 2011, the net cargyamounts of goodwill, customer relationships atgbr intangible assets incluc
preliminary estimates of $20.710 billion as a resfibur acquisitions of Qwest and Savvis. We expecomplete the final determination of
these estimates and related estimated lives fortemable intangible assets no later than the seqoradter of 2012 for Savvis and the first
quarter of 2012 for Qwest.

Total amortization expense for intangible assetyéars ended December 31, 2011, 2010 and 200$1425 billion, $206 million and
$136 million, respectively. The 2011 total includk4R million related to the Savvis acquisition &id185 billion for the Qwest acquisition for
the year ended December 31, 2011.

We estimate that total amortization expense farigible assets for the years ending December 3P, 20ough 2016 will be as follows:

(Dollars in millions)

2012 $ 1,65¢€
2013 1,52¢
2014 1,38¢
2015 1,23¢
2016 1,09C

Our annual measurement date for testing goodwpkimment is September 30. As of December 31, 28&1attributed our goodwill
balances to our segments as follows:

December 31, 201
(Dollars in millions)

Regional market $ 11,81
Business marke: 5,021
Wholesale market 3,53¢
Savvis operation 1,35
Total goodwill $ 21,72¢

For each segment, we compare its estimated faieval the carrying value of the assets that wiat# to the segment. If the estimated
fair value of the segment is greater than the @agryalue, we conclude that no impairment exidtthe estimated fair value of the segment is
less than the attributed carrying value, a secatclitation is required in which the implied fairlwa of goodwill is compared to the carrying
value goodwill that we attribute to the segmenth# implied fair value of goodwill is less thaa @arrying value, goodwill must be written
down to its implied fair value.

At September 30, 2011, we estimated the fair vafumur regional, business and wholesale marketsmsats using an equal weighting
based on a market approach and a discounted casimi¢thod. The market approach includes the usemparable multiples of publicly
traded companies whose services are comparablesd@corroborate discounted cash flow resultg discounted cash flow method is based
on the present value of projected cash flows atedrainal value, which represents the expected nlirathcash flows of the segment beyond
the cash flows from the discrete projection fivedyperiod. The estimated cash flows were discoufttiedach segment using a rate that
represents our weighted average cost of capitathalie determined to be 6.50% as of the measuredatat(which was comprised of a pee-
cost of debt of 7.0% and a cost of equity of 8.79é¢ also reconciled the estimated fair values efslgments to our market capitalization &
September 30, 2011 and concluded that the indi¢atplied control premium of 16% was reasonable daserecent transactions in the mau
place. At September 30, 2011, based on our anggsisrmed with respect to these segments as tescabove, we concluded that our
goodwill was not impaired as of that date.
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For our Savvis operations, we determined the pieliny fair value of the assets acquired and liibdiassumed using various methods,
including an overall discounted cash flow analysisformed for all of Savvis’ operations. The faiwe assignments are still preliminary and
could change significantly upon finalization of tfaér value assignments. Due to the recentnedseoétquisition and the related preliminary
valuation results and the lack of any significahterse events that have occurred to Savvis’ opgragisults or our expectations of forecasted
operating results utilized in the preliminary valoa since the July 15, 2011 acquisition date, weehconcluded that the goodwill related to the
Savvis operations is not impaired.

On October 27, 2011, the FCC adopted the Conneetridmand Intercarrier Compensation Reform ordbis ©rder will reduce the
amount of switched access revenues we recognizeriwholesale markets segment in the future. TWBE Grder was considered to be an e
or change in circumstance that may indicate thatgrairment may have occurred. At December 31, 2@&lIperformed the first step of the
goodwill impairment test to identify a potentialpairment by comparing the estimated fair valuehefwholesale markets segment with its
attributed carrying amount, including goodwill. Wencluded the goodwill of this segment is not imm@diand no further testing was necessary.

(4) Long-Term Debt and Credit Facilities

Long-term debt, including unamortized discounts premiums, at December 31, 2011 and 2010 consistedrrowings by
CenturyLink, Inc. and certain of its subsidiarias,follows:

Years Ended December 31,
Interest Rates Maturities 2011 2010
(Dollars in millions)

CenturyLink, Inc.

Senior note: 5.000%- 7.87:% 2012- 2039 $ 4,51¢ 2,51¢
Credit facility 2.550%- 4.500% (*) 2015 277 365
Subsidiaries
Qwest
Senior note: 7.125%- 8.00(% 2014- 2018 2,65(C —
Debenture: 6.875%- 7.75(% 2014- 2043 3,18 —
Other note: 6.500%- 8.37%% 2013- 2051 5,62¢ —
Embarq Corporatio
Senior note: 6.738%- 7.995% 2013- 2036 4,01 4,01:
First mortgage bonc 6.875%- 8.77(% 2013- 2025 322 322
Other 6.750%- 9.00(% 2013- 2019 20C 20C
First mortgage note 2.00%- 10.0(% 2012- 2018 65 83
Capital lease and other obligatic Various Various 712 —
Unamortized premiums (discounts) and other, 26¢ (179)
Total lon¢-term debt 21,83¢ 7,32¢
Less current maturitie (480) (12
Long-term debt, excluding current maturiti $ 21,35¢ 7,31¢€

(*) This range includes the weighted average interesiuo credit facility of 2.74% as of December 3Q12.

Long-Term Debt Acquired

As a result of the acquisition of Qwest on AprikD11, Qwest’s prexisting debt obligations, which consisted primaaf debt securitie
issued by Qwest Communications International Ind tavo of its subsidiaries,
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are now included in our consolidated debt balan@esthe acquisition date, Qwest’s debt securita $tated principal balances totaling
$11.598 hillion, predominantly fixed contractualdrest rates ranging from 6.5% to 8.875% (weiglteztage of 7.63%) and maturities ranc
from 2012 to 2051. In accounting for the Qwest asitjon, we recorded Qwest's debt securities air thgtimated fair values, which totaled
$12.675 billion as of April 1, 2011 (which includ&883 million of capital leases and certain otHaigations). Our acquisition date fair value
estimates were based primarily on quoted markeeprin active markets and other observable inpbhtyevquoted market prices were not
available. The amount by which the fair value ofé&dtdebt securities exceeded their stated prinbglahces on the acquisition date of
$693 million is being recognized as a reductiomterest expense over the remaining terms of the de

Upon completing the acquisition of Savvis on Juby 2011, we paid $547 million to retire certain-gsasting Savvis debt and accrued
interest, and paid related transaction expensabngt$15 million. The cash payments required oalmut the closing date were funded using
existing cash balances, which included the netgeds from the June 16, 2011 issuance of senios mate an aggregate principal amount of
$2.0 billion, as discussed below.

New Issuance:

On October 4, 2011, our indirect wholly owned sdlzsly, Qwest Corporation (“QC”) issued $950 milliaggregate principal amount of
its 6.75% Notes due 2021 in exchange for net passester deducting underwriting discounts and asps, of $927 million. The notes are
senior unsecured obligations of QC and may be raddein whole or in part, at a redemption priceado the greater of their principal amo
or the present value of the remaining principal emerest payments discounted at a U.S. Treasteyeist rate specified in the indenture
agreement plus 50 basis points. In October 2011u§¥d the net proceeds from this offering, togettithy the $557 million of net proceeds
received on September 21, 2011 from the debt issudescribed below and available cash, to redeeritb00 billion aggregate principal
amount of its 8.875% Notes due 2012 and to pasekdted fees and expenses, which resulted in aratemal loss.

On September 21, 2011, QC issued $575 million aggeeprincipal amount of its 7.50% Notes due 20béxichange for net proceeds,
after deducting underwriting discounts and expense$557 million. The notes are senior unsecut@iyations of QC and may be redeemed,
in whole or in part, on or after September 15, 28t.é redemption price equal to 100% of the prialcgmount redeemed plus accrued and
unpaid interest to the redemption date.

On June 16, 2011, we issued unsecured senior witean aggregate principal amount of $2.0 bill{t&enior Notes”), consisting of
(i) $400 million of 7.60% Senior Notes, Series Be @039, (ii) $350 million of 5.15% Senior Notegfi8s R, due 2017 and (iii) $1.250 billion
of 6.45% Senior Notes, Series S, due 2021. Aftdudeng underwriting discounts and expenses, weived aggregate net proceeds of
$1.959 billion in exchange for the Senior Notes. WM&y redeem the Senior Notes, in whole or in arany time at a redemption price eque
the greater of their principal amount or the présatue of the remaining principal and interestrpants discounted at a U.S. Treasury interest
rates plus 50 basis points. We used the net prededdnd a portion of our acquisition of Savvislaapay certain of Savvis’ debt (see
Note —Acquisitions). In April 2011, we received commitntdetters from two banks to provide up to $2.0idml in bridge financing for the
Savwvis acquisition. This arrangement was terminateldine 2011 in connection with the issuance @f3knior Notes resulting in $16 million
transaction expenses recognized in other inconeefese), net.

On June 8, 2011, QC issued $661 million aggregateipal amount of its 7.375% Notes due 2051 inhexwge for net proceeds, after
deducting underwriting discounts and expensesg423$nillion. The notes are unsecured obligation@6fand may be redeemed, in whole or
in part, on or after June 1, 2016 at a redemptiarepequal to 100% of the principal amount redeeplad accrued and unpaid interest to the
redemption date.

In April 2011, we entered into a $160 million unawitted revolving letter of credit facility, whichnables us to provide letters of credit
under terms that may be more favorable than thndenthe Credit Facility. At December 31, 2011, outstanding letters of credit totaled
$129 million.
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In January 2011, we entered into a new four-yeaslving credit facility with various lenders (th€fedit Facility”). The Credit Facility
initially allowed us to borrow up to $1 billion. Yp consummation of the Qwest acquisition, our beimg capacity under the Credit Facility
increased to $1.7 billion, for the general corpegairposes of us and our subsidiaries. Up to $40i@mof the Credit Facility can be used for
letters of credit, which reduce the amount avaddbt other extensions of credit. Interest is assg®n borrowings using the London Interbank
Offered Rate (“LIBOR”) plus an applicable marginween 0.5% and 2.5% per annum depending on thedfyjo@an and CenturyLink’s then-
current senior unsecured long-term debt ratingDét¢ember 31, 2011, we had $277 million in borrowiagd an immaterial amount of letters
of credit outstanding under the Credit Facility.

Repayment:

In October 2011, QC used the net proceeds of $altidmrom the October 4, 2011 issuance, togethith the $557 million of net
proceeds received from the September 21, 201lisllrnce described above and available cash, ¢emethe $1.5 billion aggregate principal
amount of its 8.875% Notes due 2012 and to pasekdted fees and expenses, which resulted in aratemal loss.

In June 2011, QC used the net proceeds of $64bmillom the June 8, 2011 debt issuance, togetithravailable cash, to redeem
$825 million aggregate principal amount of its A8 Notes due 2011 and to pay related fees and sgpewhich resulted in an immaterial
loss.

Aggregate maturities of our long-term debt (exahgdiinamortized premiums, discounts, and other):

(Dollars in millions)

2012 $ 48C
2013 1,717
2014 2,057
2015 1,65¢
2016 2,85¢
2017 and thereafte 12,79¢
Total notes and debentur $ 21,567

Interest Expenst

Interest expense includes interest on long-ternh. déde following table presents the amount of giogarest expense, net of capitalized
interest:

Years Ended December 31
2011 2010 2009
(Dollars in millions)

Interest expense on lo-term debt:

Gross interest expen $1,097 557 37C
Capitalized interes (25) (13) (3
Total interest expense on Ic-term debt $1,072 544 367

Long-Term Debt Covenants

Certain of our loan agreements contain variougiotisins, among which are limitations regardinguasce or guarantee of additional debt
or issuance of preferred stock, payment of casidelins, reacquisition or sale of capital stock atier matters. In addition, the transfer of
funds from certain consolidated subsidiaries tot@nhink is restricted by various loan agreemeBigbsidiaries that have loans from
government agencies and cooperative lending asgnwaor have issued first mortgage bonds, gelyarsy not loan or advance any funds to
CenturyLink, but may pay dividends if certain fircéal ratios are met. At December 31, 2011, allwf consolidated retained earnings reflected
on the balance sheet were available under ourdgegements for the declaration of dividends.
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The senior notes of CenturyLink were issued undendenture dated March 31, 1994. This indentuesdwt contain any financial
covenants, but does include restrictions that louit ability to (i) incur, issue or create liensoapour property and (ii) consolidate with or
merge into, or transfer or lease all or substdmgtall of its assets to, any other party. The indes does not contain any provisions that are
impacted by our credit ratings, or that restriet iksuance of new securities in the event of ama&talverse change to us.

The indentures governing Qwest’s debt securitiesain customary covenants that restrict the abilftQwest or its subsidiaries from
incurring additional debt, making certain paymeand investments, granting liens, and selling ardfarring assets. We do not anticipate that
these covenants will significantly restrict ourldpito manage cash balances or transfer cash leateetities within our consolidated group of
companies as needed.

Since the Qwest parent company has achieved ineasignade ratings from one of the rating agenaesst of the covenants listed abc
have been suspended. Under the indenture govettméisg notes, we must repurchase the notes up@inceianges of control, which were not
triggered upon the acquisition on April 1, 2011isTimdenture also contains provisions for crosekration relating to any of our other debt
obligations and the debt obligations of our restidcsubsidiaries in an aggregate amount in exdess00 million.

Embarq’s senior notes were issued pursuant todentare dated as of May 17, 2006. While Embareigegally prohibited from creating
liens on its property unless its senior notes aceiied equally and ratably, Embarg can create terits property without equally and ratably
securing its senior notes so long as the sum dafidéibtedness so secured does not exceed 15% @rgimbonsolidated net tangible assets.
The indenture contains customary events of defaatte of which are impacted by Embarq’s credingtiThe indenture does not contain any
financial covenants or restrictions on the abilityssue new securities in accordance with thegevfithe indenture.

Several of our other subsidiaries have outstanfiisgmortgage bonds or notes. Each issue of tfiestenortgage bonds or notes are
secured by substantially all of the property, pkamd equipment of the issuing subsidiary. Approxetya23% of our property, plant and
equipment is pledged to secure the long-term diefdilosidiaries.

Under the Credit Facility, we, and our indirect sidiary, Qwest Corporation, (“QC"), must maintaidebt to EBITDA (earnings before
interest, taxes, depreciation and amortizatiomedimed in our Credit Facility) ratio of not moiean 4:1 and 2.85:1, respectively, as of the last
day of each fiscal quarter for the four quarteentbnded. The Credit Facility also contains a negg@iedge covenant, which generally
provides restrictions if we pledge assets or peligtis on our property, and requires that any adeamnder the Credit Facility must also be
secured equally and ratably. The Credit Faciligodlas a cross payment default provision, and thdiCFacility and certain of our debt
securities also have cross acceleration provisié@hBecember 31, 2011, we were in compliance wiitlefathe provisions and covenants
contained in our Credit Facility and other debteggnents.

Subsequent Event

On January 27, 2012 we called $800 million of QweS#6 notes due February 15, 2014. The principawrnplus all accrued interest
will be redeemed on March 1, 2012 at a redemptigoef 100%.

(5) Accounts Receivable
The following table presents details of our acceunteivable balances:

December 31,

2011 2010
(Dollars in millions)

Trade receivable $ 1,60¢ 71€
Earned and unbilled receivabl 34¢ 51
Purchased and other receivak 13¢ 4

Total accounts receivab 2,097 7732
Less: allowance for doubtful accoul (145) (60)

Accounts receivable, less allowar $ 1,952 712
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We are exposed to concentrations of credit risknfresidential and business customers within owallservice area, business customers
outside of our local service area and from othlectanmunications service providers. We generallydiorequire collateral to secure our
receivable balances. We have agreements with tglemommunications service providers whereby weeagp bill and collect on their behalf
for services rendered by those providers to outooasrs within our local service area. We purchaseants receivable from other
telecommunications service providers primarily aeeourse basis and include these amounts in couats receivable balance. We have not
experienced any significant loss associated wigisetpurchased receivables.

The following table presents details of our alloa@for doubtful accounts:

Beginning
Balance Additions Deductions Other Ending Balance
(Dollars in millions)
2011 $ 60 152 (68) — 14t
2010 $ 48 91 (79 — 60
2009 $ 16 57 (25) — 48
(6) Property, Plant and Equipment
Net property, plant and equipment is composed ®@fdHowing:
December 31,
Depreciable
Lives 2011 2010
(Dollars in millions)

Land N/A $ 59C 20¢€

Fiber, conduit and other outside pl® 8-45 year 12,42 8,38:

Central office and other network electron® 3-10 year 9,73( 5,412

Support assei® 5-35 year 6,09( 2,05}

Construction in progres4 N/A 744 272

Gross property, plant and equipm 29,575 16,32¢

Accumulated depreciatic (10,14 (7,575)

Net property, plant and equipme $ 19,43¢ 8,75¢4

(1) Fiber, conduit and other outside plant consistibefr and metallic cable, conduit, poles and otherporting structure:

(2) Central office and other network electronicasists of circuit and packet switches, routerg)gmaission electronics and electronics
providing service to customel

(3) Support assets consist of buildings, computersodmegl administrative and support equipmi

(4) Construction in progress includes property of hredoing categories that has not been placed wicseas it is still under constructia

We recorded depreciation expense of $2.601 billdn228 billion and $839 million for the years edd#zecember 31, 2011, 2010 and
2009, respectively.

Asset Retirement Obligatior

At December 31, 2011, our asset retirement obbgatbalance was primarily related to estimatedréutosts of removing equipment
from leased properties and estimated future cdgisoperly disposing of asbestos and other hazardwaterials upon remodeling or
demolishing buildings. Asset retirement obligati@ane included in other long-term liabilities on @mansolidated balance sheets.
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As of the Qwest and Savvis acquisition dates, werted liabilities to reflect our preliminary estites of fair values of Qwest and Say
asset retirement obligations. Our fair value estamavere determined using discounted cash flow oaksth

The following table provides asset retirement adtiign activity:

Years Ended December 31,

2011 2010 2009
(Dollars in millions)

Balance at beginning of ye $ 41 39 —
Accretion expens 9 2 1
Liabilities incurred — — 38
Liabilities assumed in Qwest and Savvis acquisit 124 — —
Liabilities settled and othe (©)] — —
Change in estimat (62) — —
Balance at end of ye: $ 10¢ 41 39

During 2011, we revised our estimates for the obsémoval of network equipment, asbestos remextiaand other obligations by
$62 million. These revisions resulted in a reduttd the asset retirement obligation and offsettedyction to gross property, plant and
equipment.

(7) Severance and Leased Real Esta

Periodically, we have reductions in our workforcel daave accrued liabilities for related severarmstsc These workforce reductions
resulted primarily from the progression or commletof our integration plans, increased competitiressures and reduced workload demands
due to the loss of access lines.

We report severance liabilities within accrued exges and other liabilities-salaries and benefitsuinconsolidated balance sheets and
report severance expenses in cost of servicesraddigts and selling, general and administrativeeagps in our consolidated statements of
operations. We have not allocated any severancensepto our regional, business and wholesale nsaskgiments.

In periods prior to our acquisition of Qwest, Qwleatl ceased using certain real estate that it @#ssrig under lonterm operating lease
As of the April 1, 2011 acquisition date, we reaatdiabilities to reflect our preliminary estimatafsthe fair values of the existing lease
obligations for real estate for which we had ceassdg, net of estimated sublease rentals. Ourfdire estimates were determined using
discounted cash flow methods. We recognize expensslect accretion of the discounted liabiliteasd periodically, we adjust the expense
when our actual experience differs from our inigatimates. We report the current portion of litib# for ceased-use real estate leases in
accrued expenses and other liabilities and reperhbncurrent portion in deferred credits and oliaéilities in our consolidated balance she
We report the related expenses in selling, germerdladministrative expenses in our consolidatedrsients of operations. At December 31,
2011, the current and noncurrent portions of caséel real estate accrual were $27 million and $iilidn, respectively. The remaining lease
terms range from 0.1 to 14.0 years, with a weiglatestage of 9.1 years.

Changes in our accrued liabilities for severanqeeases and leased real estate were as follows:

Severanc Real Estate
(Dollars in millions)

Balance at January 1, 20 $ 69 —
Accrued to expens 27 —
Payments, ne (78) —
Balance at December 31, 2C 18 —
Accrued to expens 132 6
Liabilities assumed in Qwest acquisiti 20 16¢€
Payments, ne (1393 (21)
Balance at December 31, 2C $ 37 152
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Our severance expenses for the year ended Dec&hp2011 also included $12 million of share-bassmgensation associated with the
accelerated vesting of stock awards that occurredmnnection with workforce reductions relatinghe acquisition of Qwest.

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

We sponsor several defined benefit pension plah&hain the aggregate cover a substantial portfauo employees including separate
plans for Legacy CenturyLink, Legacy Qwest and Emleanployees. Until such time as we elect to irdeggthe Qwest and Embarq benefit
plans with ours, we plan to continue to operatsgh@ans independently. Pension benefits for ppatids of these plans who are represente
a collective bargaining agreement are based ontia¢gh schedules. All other participants’ pensiendfits are based on each individual
participant’s years of service and compensation udéea December 31 measurement date for all ons.plia addition to these tax qualified
pension plans, we also maintain non-qualified peEmgpians for certain former highly compensated eyg#s. We maintain post-retirement
benefit plans that provide health care and lifeliaace benefits for certain eligible retirees. é® @rovide other post-employment benefits for
eligible former employees.

Pensionln connection with the acquisition of Qwest on Afri2011, we assumed defined benefit pension poasored by Qwest for
its employees. Based on a valuation analysis, aegrazed a $490 million net liability at April 1021 for the unfunded status of the Qwest
pension plans, reflecting projected benefit oblaat of $8.3 billion in excess of the $7.8 billitair value of plan assets.

Current funding laws require a company with a @hartfall to fund the annual cost of benefits edrimeaddition to a seven-year
amortization of the shortfall. Our funding policyrfthe pension plan is to make contributions wliid dbjective of accumulating sufficient
assets to pay all qualified pension benefits whemuhder the terms of the plan. The accountingnd€d status of our qualified pension plans
was $1.7 billion as of December 31, 2011. We exfmentake a contribution of less than $50 millior2Bi2, based on current laws and
circumstances.

In 2010, to align our benefit structure closerttose offered by our competitors, we froze our LgdaenturyLink and Embarqg pension
benefit accruals for our non-represented emploge&secember 31, 2010. Such action resulted in actexh of our benefit obligation of
approximately $110 million and resulted in the igatiion of a curtailment gain of approximately $2illion in 2010. Prior to their acquisition
on April 1, 2011, Qwest had frozen its pension fieaecruals for non-represented employees.

Other Post-Retirement Benefi@ur post-retirement health care plans provide petatement benefits to qualified retirees. The post
retirement health care plans we assumed as patirafcquisitions of Qwest and Embarq provide pestament benefits to qualified retirees
and allows (i) eligible employees retiring befortain dates to receive benefits at no or reduostiand (ii) eligible employees retiring after
certain dates to receive benefits on a sharecbes$s. The post-retirement health care plans arerghly funded by us and we expect to
continue funding these post-retirement obligatiaadenefits are paid. Our plan uses a Decemberasurement date.

In connection with the acquisition of Qwest on Afdri2011, we assumed post-retirement benefit pdgossored by Qwest for certain of
its employees. At April 1, 2011, we recognized eb$dllion liability for the unfunded status of Quits post-retirement benefit plans, reflecting
estimated accumulated post-retirement benefit abbgs of $3.3 billion in excess of the $768 millifair value of the plan assets.
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No contributions were made to the post-retiremerdts in 2011 or 2010 and we do not expect to naat@ntribution in 2012.

A change of 100 basis points in the assumed irfigalth care cost trend rate would have had theviolg effects in 2011:

100 Basis Points Change
Increase (Decrease

(Dollars in millions)

Effect on the aggregate of the service and intex@st components of n
periodic pos-retirement benefit expense (statements of opeisgt $ 2 2

Effect on benefit obligation (balance shes

70 (65)

We expect our health care cost trend rate to deerew 0.5% per year from 7.5% in 2012 to an ultewate of 5.0% in 2018. Our post-
retirement health care expense, for certain ehbgildlgacy Qwest retirees and certain eligible LedaegturyLink retirees, is capped at a set
dollar amount. Therefore, those health care beobfigations are not subject to increasing headite ¢rends after the effective date of the caps.

Expected Cash Flow

The pension, non-qualified pension and post-retirnhealth care benefit payments and premiumsinoh$urance premium payments
are paid by us or distributed from plan assets. &tienated benefit payments provided below aredaeseactuarial assumptions using the
demographics of the employee and retiree populatol have been reduced by estimated participairiloations.

Estimated future benefit paymen
2012
2013
2014
2015
2016
20172021

Net Periodic Benefit Expens

Pension Plan

$ 1,02¢
99¢€

98¢

974

96¢€

4,62:

Medicare Part D
Subsidy Receipt:

Post-Retirement
Benefit Plans
(Dollars in millions)

391 (24)
38€ (26)
37¢ (28)
36¢ (30)
35¢ (32)
1,60¢ (189)

The measurement date used to determine pensiorguadified pension and post-retirement health eaue life insurance benefits is
December 31. The actuarial assumptions used to wientipe net periodic benefit expense for our pension-qualified pension and post-
retirement benefit plans are based upon informatialable as of the beginning of the year, aseuesl in the following table.

Pension Plans

Post-Retirement Benefit Plans

20113 2010 2009 2011 2010 2009

Actuarial assumptions at beginning of ye

Discount rate 5.00%-5.5(% 5.50%-6.0(% 6.60%6.9(% 5.3(% 5.70%-5.8(% 6.40%-6.9(%
Rate of compensation incree 3.25% 3.50%-4.0(% 400% N/A N/A N/A
Expected lon-term rate of return on planass  7.50%-8.0(% 8.25%-8.5(% 8.25%-8.5(%  7.25% 7.25% 8.25%-8.5(%
Initial health care cost trend re N/A N/A N/A 8.5(% 8.0(% 7.0(%
Ultimate health care cost trend N/A N/A N/A 5.0(% 5.00(% 5.0(%
Year ultimate trend rate is react N/A N/A N/A 201¢ 201¢ 2011

N/A—Not applicable

(1) This column does not consider Qwestttuarial assumptions for its pension plan daeebeginning of the year due to the acquisiticie
of April 1, 2011. Qwest had the following actuaaisumptions as of April 1, 2011: discount rat&.dD%; expected long-term rate of
return on plan assets 7.50%; and a rate of compiensacrease of 3.50%
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(@)

This column does not consider Qw's actuarial assumptions for its -retirement benefit plan as of the beginning ofytbar due to th
acquisition date of April 1, 2011. Qwest had thikofeing actuarial assumptions as of April 1, 20fliscount rate of 5.30%; expected

long-term rate of return on plan assets of 7.50fial health care cost trend rate of 7.50% anunaite health care trend rate of 5.00% to

be reached in 201

Net periodic pension expense, which includes tfecef of the Qwest acquisition subsequent to Aprk011 and the Embarg acquisition

subsequent to July 1, 2009, included the followdngponents:

(1)
(2)

Pension Plans
Years Ended December 31,
2011 2010 2009
(Dollars in millions)

Service cos $ 70 61 36
Interest cos 56C 24¢ 13t
Expected return on plan ass (709) (289) (128)
Curtailment gair — (22) —
Settlement: 1 — 18
Contractual retirement benef — — 15
Amortization of unrecognized prior service ¢ 2 2 —
Amortization of unrecognized actuarial Ic 13 17 16
Net periodic pension (income) expel®)) $ (63 22 92

Includes $58 million of income related to the Qwglsins subsequent to the April 1, 2011 acquisitiate.

The Legacy Embarq pension plan contains a pimvithat grants early retirement benefits foraiarparticipants affected by workforce
reductions. During 2009, we recognized approxinyg®@b million of additional pension expense relatethese contractual benefi

Net periodic post-retirement benefit expense, wimichudes the effects of the Qwest acquisition sglbent to April 1, 2011 and the

Embarq acquisition subsequent to July 1, 2009uded the following components:

1)

Post-Retirement Plans
Years Ended December 31,

2011 201C 2009
(Dollars in millions)
Service cos $ 18 15 9
Interest cos 152 32 27
Expected return on plan ass (41) 4 @)
Amortization of unrecognized prior service ¢ 2 3 4
Amortization of unrecognized actuarial Ic — _1 —
Net periodic pos«-retirement benefit expen® $ 127 _41 30

Includes $92 million related to the Qwest planssagjuent to the April 1, 2011 acquisition d:
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Benefit Obligations

The actuarial assumptions used to compute the tustdtus for the plans are based upon informatrailable as of December 31, 2011
and December 31, 2010 and are as follows:

Post-Retirement

Pension Plans Benefit Plans
December 31 December 31
2011 2010 2011 2010
Actuarial assumptions at end of ye
Discount rate 4.25%5.1(% 5.00%-5.5(% 4.60%-4.8(% 5.3(%
Rate of compensation incree 3.25%  3.25%-4.0(% N/A N/A
Initial health care cost trend re N/A N/A 7.25%-8.0(% 8.5(%
Ultimate health care cost trend r: N/A N/A 5.0(% 5.0(%
Year ultimate trend rate is react N/A N/A 201¢ 201¢

N/A—Not applicable
The following table summarizes the change in theefieobligations for the pension and post-retiraimgenefit plans:

Pension Plans
Years Ended December 31,
2011 2010 2009
(Dollars in millions)

Change in benefit obligatic

Benefit obligation at beginning of ye $ 4,53¢ 4,18: 462
Service cos 70 61 36
Interest cos 56C 24¢€ 13t
Plan amendmen 12 4 16
Acquisitions 8,267 — 3,46
Actuarial loss 93C 427 23z
Contractual retirement benef — — 15
Curtailment gair — (110 —
Settlement: — — 8
Benefits paid by compar (16) 5) (57
Benefits paid from plan asse (761) (271) (133)

Benefit obligation at end of ye $13,59¢ 4,53¢ 4,18

Pos-Retirement Benefit Plans
Years Ended December 31,
2011 2010 2009

(Dollars in millions)

Change in benefit obligatic

Benefit obligation at beginning of ye $ 55¢ 582 298
Service cos 18 15 9
Interest cos 152 32 27
Participant contribution 64 14 3
Plan amendmen 31 — —
Acquisitions 3,28¢ — 22¢
Direct subsidy receipt 22 1 —
Actuarial loss (gain 152 (32 58
Benefits paic (352) (59 _(36)

Benefit obligation at end of ye $3,93( 55¢ 582

Our aggregate accumulated benefit obligation d3exfember 31, 2011, 2010 and 2009 was $17.499hilfi4.509 billion and
$4.042 billion, respectively.

Plan Assets

We maintain plan assets for our pension plans antdio post-retirement benefit plans. The pensian pssets are used for the payment
of pension benefits and certain eligible plan exyesn The post-retirement benefit
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plan assets are used to pay health care benefitsramiums on behalf of eligible retirees who anerfer union-represented plan participants
and to pay certain eligible plan expenses. The @rplerate of return on plan assets is the long-tatmof return we expect to earn on the plans’
assets. The rate of return is determined by tlaegfic allocation of plan assets and the long-tésknand return forecast for each asset class.
The forecasts for each asset class are generatedriy from an analysis of the long-term expeaa$ of various third party investment
management organizations. The expected rate ahiretuplan assets is reviewed annually and revesedgcessary, to reflect changes in the
financial markets and our investment strategy. fBflewing table summarizes the change in the falue of plan assets for the pension and
post-retirement benefit plans:

Pension Plans
Years Ended December 31,
2011 2010 2009

(Dollars in millions)
Change in plan asse

Fair value of plan assets at beginning of y $ 3,73: 3,22( 353
Return on plan asse 47¢ 48% 474
Acquisitions 7,777 — 2,407
Employer contribution 587 30C 11¢
Settlement: — — —
Benefits paic (761) (271) (133)
Fair value of plan assets at end of y $11,81¢ 3,732 3,22(

Posi-Retirement Benefit Plans
Years Ended December 31,
2011 2010 200¢

(Dollars in millions)

Change in plan asse

Fair value of plan assets at beginning of y $ 54 57 17
Return on plan asse 4 6 6
Acquisitions 76€ — 33
Employer contribution 15& 31 34
Participant contribution 64 14 3
Benefits paic (359 (59 (36
Fair value of plan assets at end of y $ 69¢ _54 57

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 investrerategy is designed to meet this objec
by broadly diversifying plan assets across numestnagegies with differing expected returns, vdities and correlations. The pension plan
assets have target allocations of 53% to inteegstgensitive investments and 47% to investmersigjioled to provide higher expected returns
than the interest rate sensitive investments. éstaiate sensitive investments include 32% of pksets targeted primarily to long-duration
investment grade bonds, 10% to high yield and emgngarket bonds, 5% to convertible bonds and 6¥etad to diversified strategies, wh
primarily have exposures to global government, caate and inflation-linked bonds, as well as soxosures to global stocks and
commodities. Assets expected to provide highermstthan the interest rate sensitive assets induakedly diversified equity investments with
approximately 15% targeted to U.S. stocks, 12%etetbped market nob-S. stocks and 3% to emerging market stocks. Apprately 12% i
allocated to other private markets investmentauiiolg funds primarily invested in private equitghbd and hedge funds. Real estate investr
are targeted at 5% of plan assets. At the beginofira®12, our expected annual long-term rate afrrebn pension assets is assumed to be
7.5%.

Post-Retirement Benefit PlanSur investment objective for the post-retirementdii plan assets is to achieve an attractive aigjusted
return and minimize the risk of large losses oherdxpected life of the assets. Investment rishanaged by broadly diversifying assets across
numerous strategies with differing expected retuokatilities and correlations. Our investmentgtgy is designed to be consistent with the
investment objective, with particular focus on pding liquidity for the reimbursement of our unioepresented employees
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post-retirement health care costs. The post-reérgrenefit plan assets have target allocatiol®3se to equities and 65% to non-equity
investments. Specific target allocations withinsthéroad categories are allowed to vary to prohgueédity in order to meet reimbursement
requirements. Equity investments are broadly difietswith exposure to publicly traded U.S., nonsUand emerging market stocks and
private equity. While no new private equity investmts have been made in recent years, the peréecatin to existing private equity
investments is expected to increase in the ne@r asrliquid, publicly traded stocks are drawn ddamthe reimbursement of health care costs.
The 65% non-equity allocation includes investmenatlg bonds, high yield bonds, convertible bondsrging market debt, real estate, hedge
funds, private debt and diversified strategiesth&tbeginning of 2012, our expected annual longrete of return on post-retirement benefit
plan assets is assumed to be 7.5%.

Permitted investment®lan assets are managed consistent with the tesigset forth by the Employee Retirement Incoraeusity Act
of 1974, as amended, which requires diversificatibassets and also generally prohibits definecfieand welfare plans from investing more
than 10% of their assets in securities issued &ygonsor company. At December 31, 2011, the pemsid post-retirement benefit plans did
not directly own any shares of our common stoc&ror of our debt, which is consistent with Deceniier2010.

Derivative instrumentsDerivative instruments are used to reduce riskebag provide return. The pension and post-regnanbenefit
plans use exchange traded futures to gain expts@guity and Treasury markets consistent witheiaagset allocations. Interest rate swap
used in the pension plan to reduce risk relativméasurement of the benefit obligation, which iss#tése 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@adienanner relative to transacting with physicapoeate fixed income securities. Options are
currently used to manage interest rate exposumegakto account the implied volatility and currearicing of the specific underlying market
instrument. Some derivative instruments subjecpthas to counterparty risk. We closely monitor mteuparty exposure and mitigate this risk
by diversifying the exposure among multiple higadit quality counterparties, requiring collateratidimiting exposure by periodically settli
contracts.

The gross notional exposure of the derivative umagnts directly held by the plans is shown beloke Motional amount of the
derivatives corresponds to market exposure but doesepresent an actual cash investment.

Gross notional exposure
PostRetirement

Pension Plar Benefit Plans
Year Ended December 31, 2011

Derivative instrument (Dollars in millions)
Exchang-traded U.S. equity future $ 53¢ 12
Exchang-traded no-U.S. equity future: 4 —
Exchang-traded Treasury future 1,512 19
Interest rate sway 63t —
Total return swap 11C 51
Credit default swap 201 —
Foreign exchange forwari 635 23
Options 917 —

Fair Value Measurement§air value is defined as the price that would loeireed to sell an asset or paid to transfer alitgtin an
orderly transaction between independent and knayelalle parties who are willing and able to tran&acan asset or liability at the
measurement date. We use valuation techniquestdtmize the use of observable inputs and minirtfizeuse of unobservable inputs when
determining fair value and then we rank the estétiaialues based on the reliability of the inpuesdu®llowing the fair value hierarchy set
forth by the FASB. For additional information oretfair value hierarchy, see Note 11—Fair Value Disare.
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At December 31, 2011, we used the following valuatechniques to measure fair value for assetseere no changes to these
methodologies during 2011:

. Level 1—Assets were valued using the closing price repartede active market in which the individual sétuwas traded

. Level z—Assets were valued using quoted prices in marketsare not active, broker dealer quotations, settavalue of shart
held by the plans and other methods by which ghificant input were observable at the measuremate.

. Level 3—Assets were valued using unobservable sputvhich little or no market data exists as régibby the respective
institutions at the measurement d:

The tables below presents the fair value of plaetasby category and the input levels used to mdéterthose fair values at December 31,
2011. It is important to note that the asset atiooa do not include market exposures that areegiivith derivatives.

Fair value of pension plan assets
at December 31, 2011

Level 1 Level 2 Level 3 Total
(Dollars in millions)
Investment grade bonds | $ 694 2,20¢ — 2,90(
High yield bonds (b — 541 79 62(
Emerging market bonds ( — 29k — 29t
Convertible bonds (c — 337 — 337
Diversified strategies (¢ — 48¢ — 48¢
U.S. stocks (f 401 944 — 1,34¢
Non-U.S. stocks (g 994 45¢ — 1,45:
Emerging market stocks ( 10z 13€ — 23¢
Private equity (i — — 791 791
Private debt (j — — 461 461
Market neutral hedge funds ( — 62C 18¢ 80¢
Directional hedge funds (I — 26¢ 18¢ 451
Real estate (| — 48 53t 58¢
Derivatives (m) 12 (5) — 7
Cash equivalents and sf-term investments (r 13 1,18¢ — 1,19¢
Total investment $2,21¢ 7,521 2,23 11,97
Dividends and interest receival 32
Pending trades receivak 43¢
Accrued expense (8)
Pending trades payat (620
Total pension plan asse $11,81«

Fair value of pos-retirement plan assets
at December 31, 2011

Level 1 Level 2 Level & Total
(Dollars in millions)
Investment grade bonds | $ 45 10C — $14~
High yield bonds (b — 61 — 61
Emerging market bonds ( — 33 — 33
Convertible bonds (c — 30 — 3C
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 funds ( — 67 — 67
Directional hedge funds (I — 20 — 20
Real estate (| — 19 26 45
Cash equivalents and st-term investments (r 5 20 — 25
Total investment $17¢€ 43E 94 70&
Dividends and interest receival 3
Pending trades receivak 23
Accrued expense (15)
Pending trades payat (23
Total pos-retirement plan asse $69<
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The tables below presents the fair value of plaetasby category and the input levels used to ihérterthose fair values at December 31,
2010. It is important to note that the asset atiooa do not include market exposures that areegaivith derivatives. Investments include
dividend and interest receivable, pending tradadgets payable and accrued expenses.

Fair value of pension plan assets
at December 31, 2010

Level 1 Level 2 Level 2 Total
(Dollars in millions)
Investment grade bonds | $ — 331 — 331
High yield bonds (b — 913 — 913
U.S. stocks (f 1,16¢ 2717 — 1,44~
Non-U.S. stocks (g 50¢ — — 50¢
Private equity (i — — 1 1
Private debt (j — — 3 3
Directional hedge funds (| — — 161 161
Real estate (| — — 182 182
Cash equivalents and st-term investments (r 26 — — 26
Other (0) 13 14€ 3 162
Total pension plan asse $1,71¢ 1,667 35C 3,732

Fair value of pos-retirement plan assets
at December 31, 2010

Level 1 Level 2 Level g Total

(Dollars in millions)
Fixed income (a)(d $ 35 5 — 40
U.S. stocks (f 5 5 — 10
Cash equivalents and st-term investments (r 4 — — _ 4
Total pos-retirement plan asse $ 44 1C — 54

The plans’ assets are invested in various assegaaés utilizing multiple strategies and investtmaanagers. For several of the
investments in the tables above and discussed b#levplans own units in commingled funds and Eaipartnerships that invest in various
types of assets. Interests in commingled fundvalteed using the net asset value (NAV) per ungaxdh fund. The NAV reported by the fund
manager is based on the market value of the unidgrgvestments owned by each fund, minus its liids, divided by the number of shares
outstanding. Commingled funds held by the plans¢ha be redeemed at NAV within a year of the faialhstatement date are generally
classified as Level 2. Investments in limited parships represent long-term commitments with adfixeturity date, typically ten years.
Valuation inputs for these limited partnership ietds are generally based on assumptions andiofbenation not observable in the market
and are classified as Level 3 investments. Thenggsons and valuation methodologies of the pricirgdors, account managers, fund
managers and partnerships are monitored and egdli@mtreasonableness. Below is an overview oaffset categories, the underlying
strategies and valuation inputs used to value ¢eeta in the preceding tables:

(a) Investment grade bondspresent investments in fixed income securitieselsas commingled bond funds with characteristics
similar to the Barclays Capital U.S. Aggregate Bémdex. This index is comprised of U.S. Treasumusities, agencies, corporate bor
mortgage-backed securities, asset-backed secuaittesommercial mortgage-backed securities. Trgasaaurities are valued at the bid
price reported in the active market in which thewsiy is traded and are classified as Level 1. The
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valuation inputs of other investment grade bondwarily utilize observable market information armg d#ased on a spread to U.S.
Treasury securities and consider yields availableamparable securities of issuers with similaditnetings. The primary observable
inputs include references to the new issue madtegimilar securities, the secondary trading marlketd dealer quotes. Option adjusted
spread models are utilized to evaluate securitieb as asset backed securities that have earlynpgben features. These securities are
classified as Level 2. The commingled funds areeglat NAV based on the market value of the undweglfixed income securities using
the same valuation inputs described above. The dngled funds can be redeemed at NAV within a ydédhe financial statement date
and are classified as Level 2.

(b) High yield bondsepresent investments in below investment gradelfincome securities as well as commingled highlyienc
funds. The valuation inputs for the securities priity utilize observable market information and besed on a spread to U.S. Treasury
securities and consider yields available on contparsecurities of issuers with similar credit rggnThese securities are classified as
Level 2. The commingled funds are valued at NAVeabsgn the market value of the underlying high yiaktruments using the same
valuation inputs described above. Commingled fuhdscan be redeemed at NAV within a year of tharitial statement date are
classified as Level 2. Commingled funds that cafeotedeemed at NAV or that cannot be redeemed\&tWwithin a year of the
financial statement date are classified as Level 3.

(c) Emerging market bondgpresent investments in securities issued by govents and other entities located in developing
countries as well as commingled emerging marketlfonds. The valuation inputs for the securitigbzat observable market informati
and are primarily based on dealer quotes or a dpedative to the local government bonds. Thesar#gzs are classified as Level 2. The
commingled funds are valued at NAV based on theketaralue of the underlying emerging market borslagithe same valuation inpt
described above. The commingled funds can be reséatiNAV within a year of the financial statemdate and are classified as
Level 2.

(d) Convertible bondgrimarily represent investments in corporate debtsties that have features that allow the debieto
converted into equity securities under certainwistances. The valuation inputs for the individravertible bonds primarily utilize
observable market information including a spread 18. Treasuries and the value and volatility e 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, cafa
and inflation linked bonds, global stocks and cordities. The commingled fund is valued at NAV basadhe market value of the
underlying investments. The valuation inputs wilabservable market information including publispeides for exchange traded
securities, bid prices for government bonds, amdag}s 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 clizskds Level 2.

(f) U.S. stocksepresent investments in stocks of U.S. based coimpas well as commingled U.S. stock funds. Theat®n input:
for U.S. stocks are based on the last publishex peported on the major stock market on whictstrwurities are traded and are class
as Level 1. The commingled funds are valued at Nv&¥ed on the market value of the underlying inveatsusing the same valuation
inputs described above. These commingled fundbeardeemed at NAV within a year of the financiateament date and are classified
as Level 2.

(9) Non-U.S. stockeepresent investments in stocks of companies bas#eleloped countries outside the U.S. as well as
commingled funds. The valuation inputs for non-lstecks are based on the last published price teghon the major stock market on
which the securities are traded and are classifieldevel 1. The commingled funds are valued at Nba¥ed on the market value of the
underlying investments using the same valuationtsmigescribed above. These commingled funds caedsemed at NAV within a year
of the financial statement date and are classédgetevel 2.
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(h) Emerging market stockspresent investments in a registered mutual fuxdcammingled funds comprised of stocks of
companies located in developing markets. Registengdal funds are valued at the last publishedepiéported on the major market on
which the mutual funds are traded and are classifieLevel 1. The commingled funds are valued a¥/ased on the market value of
the underlying investments using the same valuatipats described previously for individual stockbese 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. Privaaity funds
are structured as limited partnerships and areedaficcording to the valuation policy of each paghip, subject to prevailing accounting
and other regulatory guidelines. The partnershigsualuation methodologies that give consideratica range of factors, including but
not limited to the price at which investments wacguired, the nature of the investments, markeditions, trading values on compara
public securities, current and projected operapegormance, and financing transactions subseduaehe acquisition of the investments.
These valuation methodologies involve a significdegree of judgment. Private equity investmentchassified as Level 3.

(j) Private debtepresents non-public investments in distressedezzanine debt funds. Mezzanine debt instrumentseint
instruments that are subordinated to other debesand may include embedded equity instruments asigvarrants. Private debt funds
are structured as limited partnerships and areedaiccording to the valuation policy of each paghip, subject to prevailing accounting
and other regulatory guidelines. The valuationmderlying fund investments are based on factodsidlicg the issuer’s current and
projected credit worthiness, the security’s terrafgrence to the securities of comparable compaaresother market factors. These
valuation methodologies involve a significant degoé judgment. Private debt investments are claskéds Level 3.

(k) Market neutral hedge fund®ld investments in a diversified mix of instrumetitat are intended in combination to exhibit low
correlations to market fluctuations. These investimare typically combined with futures to achieweorrelated excess returns over
various marketirectional hedge funds-This asset category represents investments thaentabit somewhat higher correlations to
market fluctuations than the market neutral hedgel$. Investments in hedge funds include both tireestments and investments in
diversified funds of funds. Hedge Funds are valelAV based on the market value of the underlyingstments which include
publicly traded equity and fixed income securitesl privately negotiated debt securities. The hddgds are valued by third party
administrators using the same valuation inputsiptesly described. Hedge funds that can be redeanNdV within a year of the
financial statement date are classified as Levelezlge fund investments that cannot be redeemidé¥tor that cannot be redeemed at
NAV within a year of the financial statement date elassified as Level 3.

() Real estateepresents investments in commingled funds anddarpartnerships that invest in a diversified mitfof real estat
properties. These investments are valued at NAVraiag to the valuation policy of each fund or parship, subject to prevailing
accounting and other regulatory guidelines. Theatidn inputs of the underlying properties are galiebased on third-party appraisals
that use comparable sales or a projection of futash flows to determine fair value. Real estatestments that can be redeemed at |
within a year of the financial statement date dassified as Level 2. Real estate investmentsdduatot be redeemed at NAV or that
cannot be redeemed at NAV within a year of therfoial statement date are classified as Level 3.

(m) Derivativesinclude the market value of exchange traded futaoasracts which are classified as Level 1, as aglbrivately
negotiated over-the-counter swaps that are valasddon the change in interest rates or a spet#fiket index and classified as Level 2.
The market values represent gains or losses tleat dcie to fluctuations in interest rates, foreignrency exchange rates, security prices,
or other factors.

(n) Cash equivalents and short-term investmeggsesent investments that are used in conjunetitinderivatives positions or are
used to provide liquidity for the payment of betsefir other
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purposes. U.S. Treasury Bills are valued at thephiwe reported in the active market in which thewity is traded and are classified as
Level 1. The valuation inputs of other securities laased on a spread to U.S. Treasury Bills, tlleraé Funds Rate, or London Interbank
Offered Rate and consider yields available on coatpa securities of issuers with similar creditrrgs and are classified as Level 2. The
commingled funds are valued at NAV based on thekaetaralue of the underlying investments using e valuation inputs described
above. These commingled funds can be redeemed ¥tvihin a year of the financial statement date arelclassified as Level 2.

(o) Otherrepresents investment in private debt, high yieldds and net payables and receivables associatedheisecurities. The
valuation of underlying fund investments are basedactors including the issuer’s current and prigjd credit worthiness, the security’s
terms, reference to the securities of comparabigpamies, and other market factors. These valuatiethodologies involve a significant
degree of judgment. These investments are clagsifd_evel 3.

Concentrations of Risknvestments, in general, are exposed to variols,raich as significant world events, interest, ratedit, foreign
currency and overall market volatility risk. Thetsks are managed by broadly diversifying assatssamumerous asset classes and strategies
with differing expected returns, volatilities anorielations. Risk is also broadly diversified acrasimerous market sectors and individual
companies. Financial instruments that potentiallgjact the plans to concentrations of counterpastyconsist principally of investment
contracts with high quality financial institutioriBhese investment contracts are typically colldiezd 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 uponvbialh market volatility, which could affect therfded status of the plans.

The table below presents a rollforward of the p@mgilan assets valued using Level 3 inputs:

Pension Plan Assets Valued Using Level 3 Inpu
Market

Neutral Directional
High Private Private

Yield Hedge Hedge Real
Bonds Equity Debt Fund Funds Estate Other Total
(Dollars in millions)
Balance at December 31, 20 $— — — — 16C 162 — 322
Net acquisitions (disposition — 1 3 — 9 2 3 —
Actual return on plan asse
(Losses) gains relating to assets sold during dae — — — — 2 2 — —
Gains (losses) relating to assets still held at-end — — — — 8 20 — 28
Balance at December 31, 2C — 1 3 — 161 182 3 35C
Net acquisitions (disposition 96 79t 452 18t 30 31¢ @ 1,87«
Actual return on plan asse
(Losses) gains relating to assets sold during ¢ae (12 197 13 3 (D) 9 — 20¢
(Losses) gains relating to assets still held at-end (5 (202) (8 — (7 26 — (19¢6)
Balance at December 31, 20 $ 79 791 461 18¢€ 183 53E — 2,237

The table below presents a rollforward of the pesitement plan assets valued using Level 3 inputs:

Pos-Retirement Plan Assets Valued Using Level 3 Input
Private

Private Real
Equity Debt Estate Total
(Dollars in millions)
Balance at December 31, 2C $ — — — —
Net acquisition: 55 8 24 87
Actual return on plan asse
Gains relating to assets sold during the 33 1 — 34
(Losses) gains relating to assets still held at-end (28) (1) 2 (27)
Balance at December 31, 2C $ 60 8 _ 26 94
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Certain gains and losses are allocated betweetsassd during the year and assets still held at-gad based on transactions and
changes in valuations that occurred during the.ydase allocations also impact our calculationeaifacquisitions and dispositions.

At December 31, 2011, the investment program predactual gains on pension and post-retirementgsdaats of $483 million as
compared to the expected returns of $750 milliorafdifference of $267 million. As of December 3010, the investment program produced
actual gains on pension and post-retirement plaeta®f $489 million as compared to the expectedns of $287 million for a difference of
$202 million. The short-term annual returns on @asets will almost always be different from thpemted long-term returns and the plans
could experience net gains or losses, due primtaritjze volatility occurring in the financial matkeduring any given year.

Unfunded Status
The following table presents the unfunded statut®fpensions and post-retirement benefit plans:

Pension Plans Post-Retirement Benefit Plans
Years Ended December 31, Years Ended December 31,
2011 2010 2011 2010
(Dollars in millions)
Benefit obligatior $ (13,59¢) (4,539 (3,930 (55¢)
Fair value of plan asse 11,81« 3,732 693 54
Unfunded statu $ (1,789 (802) (3,239 (509
Current portion of unfunded stat $ — — (164) —
Non-current portion of unfunded stat $ (1,789 (802 (3,079 (504

The current portion of our post-retirement beneffiigations is recorded on our consolidated balameets in accrued expenses and othel
current liabilities—other.

Accumulated Other Comprehensive (Loss) Incc—Recognition and Deferrals

The following tables present cumulative items rmiognized as a component of net periodic beneffisrese as of December 31, 2010,
items recognized as a component of net periodiefiterexpense, additional items deferred duringl2&dd cumulative items not recognized as
a component of net periodic benefits expense &eoémber 31, 2011. The items not recognized asnpaoent of net periodic benefits
expense have been recorded on our consolidateddeadheets in accumulated other comprehensive loss:

As of and for the Years Ended December 3:

Recognitior
of Net Net
Periodic Change
Benefits in
2010 Expense Deferrals AOCI 2011

(Dollars in millions)
Accumulated other comprehensive (loss) inco
Pension plans

Net actuarial (loss) gali $(18¢) 13 (2,160 (1,147 (2,335

Prior service (cost) bene (19 2 (12 (10 (29)

Deferred income tax benefit (expen 80 (5 451 44¢€ 52€
Total pension plan (127) 10 (721) (711) (83¢)
Pos-retirement benefit plan:

Net actuarial (loss) gai (31 — (290 (190 (221

Prior service benefit (cos 12 2 (32) (33 (22)

Deferred income tax benefit (expen 7 — 85 85 92
Total pos-retirement benefit plar (12 (2) (13€) (13¢) (150)
Total accumulated other comprehensive (loss) inc $(13¢) 8 (857) (849 (98¢)
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The following table presents estimated items todoegnized in 2012 as a component of net perioeinefit expense of the pension, non-
qualified pension and post-retirement benefit plans

Pensior

Posi-Retirement
Plans Plans
(Dollars in millions)

Estimated recognition of net periodic benefit exgeem 2012

Net actuarial (loss $ (30 —
Prior service (cost 3 —
Deferred income tax bene 12 —

Estimated net periodic benefit expense to be rewbial 2012 as
component of other comprehensive income (I $ (22) —

Medicare Prescription Drug, Improvement and Modemaition Act of 200:

We sponsor post-retirement health care plans weilerml benefit options that provide prescriptionglbenefits that we deem actuarially
equivalent to or exceeding Medicare Part D. We ga®e the impact of the federal subsidy receivedeuthe Medicare Prescription Drug,
Improvement and Modernization Act of 2003 in th&eakation of our post-retirement benefit obligatiand net periodic post-retirement benefit
expense.

Other Benefit Plans

Health Care and Life Insuranc®/e provide health care and life insurance bentditsssentially all of our active employees. We are
largely self-funded for the cost of the health galem. Our health care benefit expenses for cuesmiloyees were $377 million, $190 million
and $67 million for the years ended December 31120010 and 2009, respectively. Union-represeataployee benefits are based on
negotiated collective bargaining agreements. Engaeyare required to partially fund the health bareefits provided by us, in addition to
paying their own out-of-pocket costs. Participatiman-represented employees contributed $62 mil§30, million and $9 million
December 31, 2011, 2010 and 2009, respectivelyicRating unionrepresented employees contributed $28 million, @illion and $4 millior
for the years ended December 31, 2011, 2010 and, 288§pectively. Our group life insurance plansfallg insured and the premiums are paid
by us.

401(k) PlanWe sponsor a qualified defined contribution benglfin covering substantially all of our employddader this plan,
employees may contribute a percentage of theirarsampensation to the plan up to certain maximwasaglefined by the plan and by the
Internal Revenue Service (“IRS”). Currently, we olaa percentage of employee contributions in cAsBecember 31, 2011 and
December 31, 2010, the assets of the plan inclagpdbximately 9 million and 4 million shares of @mammon stock, respectively, as a result
of the combination of previous employer match aadigipant directed contributions. We recognizegenses related to this plan of
$70 million, $17 million and $14 million for the ges ended December 31, 2011, 2010 and 2009, resgdect

Deferred Compensation Plangle sponsored noqualified unfunded deferred compensation plany&oious groups that included cert
of our current and former highly compensated emgésy Participants in these plans could, at thearetion, invest their deferred
compensation in various investment choices inclyidiar common stock. The value of assets and lisdslrelated to these plans was not
significant.
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(9) Share-based Compensatior

We maintain programs that allow our Board of Dieest(through its Compensation Committee or our Chiecutive Officer as its
delegate) to grant incentives to certain employegsour outside directors in any one or a combnatif several forms, including incentive ¢
non-qualified stock options; stock appreciatiorhts restricted stock awards; restricted stocksuanitd market and performance shares. Stock
options generally expire ten years from the datgraht. We also offer an ESPP which allows eligénieployees to purchase our common s
at a 15% discount based on the lower of the beginar ending stock price during recurring six mooffering periods.

Acquisitions

Upon the July 15, 2011, closing of our acquisitidrSavvis, and pursuant to the terms of the actjisagreement, we assumed certain
obligations under Savvis’ share-based compensati@mgements. Specifically:

. all Sawvis stock options outstanding immediatelpipio the acquisition were vested in full and weoaverted into 2,420,532 fully
vested CenturyLink stock options, a

. all non-vested Savvis restricted stock units oatditeg immediately prior to the acquisition convdrieto an aggregate 1,080,070
nor-vested CenturyLink award

We estimate the aggregate fair value of the assiBagdis share-based compensation arrangementsi#asdillion, of which
$98 million was attributable to services perfornpeidr to the acquisition date and was includechi dost of the acquisition. The fair value of
CenturyLink shares was determined based on thé&&28osing price of our common stock on July 14,20The remaining $25 million of the
aggregate fair value of the assumed Savvis awaadsattributable to post-acquisition services argkiag recognized as compensation
expense, net of estimated forfeitures, over theaneimg 1.5 year vesting period.

Upon the April 1, 2011, closing of our acquisitiohQwest, pursuant to the terms of the acquisiéigreement, we assumed certain
obligations under Qwest's pre-existing share-basadpensation arrangements. Specifically:

. all Qwest no-qualified stock options outstanding immediatelyoptd the acquisition converted into an aggregafé 198,331
CenturyLink nor-qualified stock options (including 5,562,198 fullgsted options’

. all non-vested shares of Qwest restricted stocktantling immediately prior to the acquisition comed into an aggregate of
780,455 no-vested shares of CenturyLink restricted stock,

. all Qwest market-based awards outstanding immddipt®r to the acquisition vested in full and werad out by us through the
issuance of an aggregate of 563,269 shares of &irtlk common stock in April 2011

The aggregate fair value of the assumed Qwest awead $114 million, of which $85 million was attrtable to services performed pr
to the acquisition date and was included in theé ebthe acquisition. The fair value of CenturyLiskares was determined based on the $41.55
closing price of our common stock on March 31, 20//& determined the fair value of Qwest's non-diealistock options, using the Black-
Scholes option-pricing model, reflecting a riskefiaterest rate ranging from 0% to 2.13% (dependimghe expected life of the option), an
expected dividend yield of 6.98%, an expected temging from 0.1 to 4.8 years (depending on théafst remaining contractual term and
exercise price and on historical experience), apeéeted volatility ranging from 11.1% to 35.3% (bd®n the expected term and historical
experience). The remaining $29 million of the aggte fair value of the assumed Qwest awards wabuittble to post-acquisition period and
was included in the cost of the acquisition, whghbeing recognized as compensation expense, mstiofated forfeitures, over the remaining
vesting periods from 0.1 years to 3.0 years.
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Upon the July 1, 2009, closing of our acquisitidriembarg, pursuant to the terms of the acquisiéigreement, we assumed certain
obligations under Embarq pre-existing share-basetpensation arrangements. Specifically:

. all Embarq stock options outstanding immediatelgmio the acquisition were vested in full and weoaverted into 7.2 million
fully vested CenturyLink stock options, a

. all non-vested Embarq restricted stock units ontitay immediately prior to the acquisition converieto an aggregate 2.4 million
nor-vested CenturyLink award

The aggregate fair value of the assumed Embarqdsweais $99 million, of which $50 million was attrthble to services performed pi
to the acquisition date and was included in theé ebthe acquisition. The fair value of CenturyLiskares was determined based on the $30.7C
closing price of our common stock on June 30, 2008 .determined the fair value of Embarq’s non-digalistock options, using the Black-
Scholes option-pricing model, reflecting a riskefiaterest rate ranging from 0.5% to 2.6% (dependimthe expected life of the option), an
expected dividend yield of 9.12%, an expected temging from 0.3 to 6.0 years (depending on théafst remaining contractual term and
exercise price and on historical experience), ampeeted volatility ranging from 27% to 50% (basedtloe expected term and historical
experience). The remaining $49 million of the aggte fair value of the assumed Embarqg awards virdisuahible to postcquisition period ar

was included in the cost of the acquisition, whghbeing recognized as compensation expense, mstiofated forfeitures, over the remaining
vesting periods.

Stock Options

The following table summarizes activity involvingpsk option awards for the year ended Decembe2@11.:

Weighted-
Average
Number of Exercise
__Options _ __Price
(in thousands’

Outstanding at December 31, 2( 5,04( $ 39.0¢
Assumed in Savvis acquisitic 2,421 $ 14.2¢
Assumed in Qwest acquisitic 7,19¢ $ 34.5C
Exercisec (3,072 $ 23.5¢
Forfeited/Expirec (1,199 $ 68.4:

Outstanding at December 31, 2( 10,38¢ $ 31.0%

Exercisable at December 31, 2( 9,321 $ 29.5¢

The aggregate intrinsic value of our options ouiditag and exercisable at December 31, 2011 wasiidn and $77 million,
respectively. The weighted average remaining cotted term for such options was 4.9 years and da5s; respectively.

During 2011, we received net cash proceeds of $ildmin connection with our option exercises. Tiaa benefit realized from these
exercises was $19 million. The total intrinsic \v&abf options exercised for the years ended DeceBhe2011, 2010 and 2009 was $47 mill
$28 million and $6 million, respectively.
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Restricted Stocl

For awards that contain only service conditionsviesting, we calculate its fair value based onctbsing stock price on the date of grant.
For restricted stock units that contain market padormance conditions, the award fair value isualted through Monte-Carlo simulations.

During the second and third quarter of 2011, wetgé approximately 624,000 shares of restrictecksto certain executive-level
employees as part of our long-term incentive pnograf which approximately 474,000 contained onlyvgee conditions and will vest on a
straight-line basis on May 31, 2012, 2013 and 20 remaining awards contain market conditionswaitidest on May 31, 2014. These
shares represent only the target for the awar@ets eecipient has the opportunity to ultimatelyeige between 0% and 200% of the target
restricted stock award depending on our total $t@der return for 2011, 2012 and 2013 in relatimthiat of the S&P 500 Index.

In addition to these awards, during 2011 we graafggtoximately 689,000 shares of restricted stockrds to certain other key
employees and our outside directors as part oéquity compensation and retention programs. Theseds require only service conditions
vesting.

During the first quarter of 2010, we granted appraately 397,000 shares of restricted stock to aeggecutive-level employees as part
of our long-term incentive program, of which apgroately 198,000 contained only service conditiong will vest on a straight-line basis in
March 15, 2011, 2012 and 2013. The remaining awesd&in service and market conditions. One hathete awards will vest on March 15,
2012 based on our two-year total shareholder rétrra010 and 2011 as measured against the taatsblder return of the companies
comprising the S&P 500 Index. The other half widkvon March 15, 2013 based on our three-yearshtakholder return for 2010, 2011 and
2012 as measured against the total shareholdenretthe companies comprising the S&P 500 IndéresE shares represent only the targe
the award as each recipient has the opportunitftitmately receive between 0% and 200% of the targmricted stock award depending on
total shareholder return in relation to that of 8&P 500 Index.

In addition to these awards, during 2010 we graafgatoximately 600,000 shares of restricted stockrds to certain other key
employees and our outside directors as part oéquity compensation and retention programs. Theseds require only service conditions
vesting.

In anticipation of our acquisition of Qwest, durithge third quarter of 2010, we granted 407,000eshaf restricted stock to certain
executive officers and other key employees asqdatretention program. The shares of restrictedkstontain only service conditions and will
vest in equal installments on the first, secondthird anniversaries of the April 1, 2011 closiragelof the acquisition. As this retention
program was contingent upon the consummation ofvest acquisition, we did not begin expensingetesards until the closing of the
acquisition on April 1, 2011.

The following table summarizes activity involvingstricted stock and restricted stock unit awardste year ended December 31, 2011:

Weighted-Average

Number of Grant Date
Shares Fair Value
(in thousands’

Non-vested at December 31, 20 2,892 $ 33.6¢
Granted 1,31¢ $ 36.1°¢
Assumed in Savvis acquisitic 1,08( $ 38.5¢
Assumed in Qwest acquisitic 78C $ 41.5¢
Vested (1,780 $ 34.5¢
Forfeited ) $ 33.9¢

Non-vested at December 31, 20 4,20¢ $ 36.7¢
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During 2010, we granted 1.4 million shares of ietd stock at a weighted-average price of $3@&6ing 2009, we granted 820,000
shares of restricted stock at a weighted-averaige pf $27.34, excluding the 2.4 million sharesigsin connection with our acquisition of
Embarq. The total fair value of restricted stocktthested during 2011, 2010 and 2009 was $72 mjld8 million and $45 million,
respectively.

Compensation Expense and Tax Benefit

We recognize compensation expense related to auediased awards with graded vesting that only haervice condition on a straight-
line basis over the requisite service period ferehtire award. Total compensation expense fahalle-based payment arrangements for the
years ended December 31, 2011, 2010 and 2009 veasfion, $38 million and $55 million, respectiyelThese amounts included $12 mill
in compensation expense recognized in 2011 anarifidn in 2009 for the acceleration of certain adsresulting from the consummation of
the Qwest and Embarg acquisitions. Our tax beredibgnized in the income statements for our shased payment arrangements for the y
ended December 31, 2011, 2010 and 2009 was $26mifi14 million and $21 million, respectively. Becember 31, 2011, there was
$96 million of total unrecognized compensation egeerelated to our share-based payment arrangemadrich we expect to recognize over a
weighted-average period of 1.79 years.

(10) Earnings Per Common Share
Basic and diluted earnings per common share foyélaes ended December 31, 2011, 2010 and 2009caknalated as follows:

Years Ended December 31
2011 2010 2009
(Dollars in millions, except per share
amounts, shares in thousands)

Income (Numerator,

Net income before extraordinary ite $ 578 94¢ 511
Extraordinary item, net of income tax expe — — 13€
Net income 573 94¢ 647
Earnings applicable to n-vested restricted stoc (2) (6) 4
Net income applicable to common stock for compubagic earnings pt

common shar 571 942 642
Net income as adjusted for purposes of computihgedl earnings pe

common shar $ 571 942 645

Shares (Denominator
Weighted average number of shai

Outstanding during peric 534,32( 301,42¢ 199,17°
Non-vested restricted stoc (2,209 (1,756 (2,387
Non-vested restricted stock un 66¢ 947 1,02:
Weighted average shares outstanding for computisgclearnings pe
common shar 532,78( 300,61¢ 198,81:
Incremental common shares attributable to dilusieeurities
Shares issuable under convertible secur 13 13 13
Shares issuable under incentive compensation 1,32¢ 665 231
Number of shares as adjusted for purposes of congpdiluted earning
per common shal 534,12: 301,29 199,05
Basic earnings per common she
Before extraordinary iter $ 1.07 3.1¢ 2.5k
Extraordinary iterr — — .68
Basic earnings per common sh $ 1.07 3.1: 3.2¢
Diluted earnings per common sha
Before extraordinary iter $ 1.07 3.1: 2.5t
Extraordinary iterr — — .68
Diluted earnings per common shi $ 1.07 3.13 3.2¢
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Our calculations of diluted earnings per commorrelexclude shares of common stock that are issugiale exercise of stock options
when the exercise price is greater than the averagket price of our common stock during the perfBach potentially issuable shares totaled
2.4 million, 2.9 million and 4.1 million for 2012010 and 2009, respectively.

(11) Fair Value Disclosure

Our financial instruments consist of cash and @aglivalents, accounts receivable, investments,ustsgayable and long-term debt,
excluding capital lease obligations. The carryingpants of our cash and cash equivalents, accoecg¢svable and accounts payable
approximate their fair values.

Fair value is defined as the price that would leeireed to sell an asset or paid to transfer alitgtin an orderly transaction between
independent and knowledgeable parties who arengilind able to transact for an asset or liabilityhhea measurement date. We use valuation
techniques that maximize the use of observableténgud minimize the use of unobservable inputs vdegermining fair value and then we
rank the estimated values based on the relialifithe inputs used following the fair value hietarcset forth by the FASB.

We determined the fair values of our long-term apiecluding the current portion, based on quotedket prices where available or, if
not available, based on discounted future cashsflasing current market interest rates

The three input levels in the hierarchy of fairnemeasurements are defined by the FASB genemaflyllaws:

Input Level Description of Input
Level 1  Observable inputs such as quoted market pricestiveamarkets

Level 2  Inputs other than quoted prices in active markes are either directly or indirectly observat

Level 3  Unobservable inputs in which little or no marketadexists

The following table presents the carrying amounts @stimated fair values of our investment se@s;itihich are reported in noncurrent
other assets, and long-term debt, excluding calgiéesle obligations, as well as the input levelsluseletermine the fair values:

December 31, 201 December 31, 201/
Input Carrying
Carrying Fair Fair
Level Amount Value Amount Value
(Dollars in millions)
Asset—Investments securitie 3 $ 73 73 — —
Liabilities—Long-term debt excluding capital lease obligatir 2 $21,12: 22,052 7,32¢ 8,007

In connection with the acquisition of Qwest on Afri2011, we acquired auction rate securities nragun 2033 to 2036 that are not
actively traded in liquid markets. We have desigdahese securities as available for sale andraiogdy, we report them on our balance sheet
under our “goodwill and other assets—other” lireritat fair value on a recurring basis. We estimtitedair value of these securities at
December 31, 2011 using a probability-weighted ¢kt model that considers the coupon rate forseurities, probabilities of default and
liquidation prior to maturity, and a discount ratammensurate with the creditworthiness of the isslieese securities have a cost basis of
$79 million.
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(12) Income Taxes

Years Ended December 31
2011 2010 2009
(Dollars in millions)

Income tax expense was as folloy

Federal
Current $ (49 384 15€
Deferred 401 14E 21C
State
Current 25 67 3
Deferred (6) (13 12
Foreign
Current 4 — —
Deferred — — —
Total income tax expen: $ 37E 582 382

Years Ended December 31,
2011 2010 2009
(Dollars in millions)

Income tax expense was allocated as follc
Income tax expense in the consolidated stateméimsame:
Attributable to income before extraordinary it $ 37E 588 30z
Attributable to extraordinary itel — — 81
Stockholder’ equity:
Compensation expense for tax purposes in excemsofints recognized fi
financial reporting purpose (13 (12 4
Tax effect of the change in accumulated other cefmgmsive los (535) (39 29

The following is a reconciliation from the statutdederal income tax rate to our effective income rate:

Years Ended December 31,

2011 2010 2009
(Percentage of pre-tax income)
Statutory federal income tax re 35.(% 35.(% 35.(%
State income taxes, net of federal income tax lite 1.3% 1.9% 2.C%
Change in tax treatment of Medicare sub: — 0.2% —
Nondeductible acquisition related co 0.2% 0.2% 0.7%
Nondeductible compensation pursuant to executivepemsation limitation 0.4% 0.2% 0.9%
Recognition of previously unrecognized tax bene — — (1.5%
Foreign income taxe 0.4% — —
Foreign valuation allowanc 0.8% — —
Other, ne _0.8% 0.5% 0.1%
Effective income tax rat 39.% 38.1% 37.2%

Included in income tax expense for the years efmmbmber 31, 2011, 2010 and 2009 is $24 millionn@#don and $7 million,
respectively, which related to a portion of ounsaction costs associated with our recent acquisitiThe 2011 and 2010 transaction costs
primarily related to the acquisition of Qwest. TX@09 transaction costs were related to the acoprisif Embarg. These costs are considered
non-deductible for income tax purposes.

In 2011, our effective tax rate decreased dueftbamillion reduction to our net deferred tax assdtiation allowance associated with
state operating loss carryforwards. We also recbeadeadditional valuation allowance of $8 milliom deferred tax assets that require future
income of a special character to realize the
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benefits. Because we are not currently forecastiogme of an appropriate character for these bentefibe realized, we will continue to
maintain a valuation allowance equal to the amawentio not believe is more likely than not to bdireal.

The tax effects of temporary differences that gaseto significant portions of the deferred tagets and deferred tax liabilities at
December 31, 2011 and 2010 were as follows:

Years Ended December 31
2011 2010
(Dollars in millions)

Deferred tax asse

Pos-retirement and pension benefit cc $ 2,052 51C
Net operating loss carryforwar 2,49 75
Other employee benefi 11¢ 45
Other 83€ 11€
Gross deferred tax ass: 5,49¢ 74€
Less valuation allowanc (27€) (43
Net deferred tax asse 5,222 70z

Deferred tax liabilitie:
Property, plant and equipment, primarily due tordetion difference (3,647 (1,762
Goodwill and other intangible assi (4,21%) (1,159
Other (163) (70)
Gross deferred tax liabilitie (8,019 (2,99])
Net deferred tax liabilit $ (2,799 (2,288

Of the $2.797 billion and $2.288 billion net detstrtax liability at December 31, 2011 and 2010peesvely, $3.823 billion and
$2.369 billion is reflected as a long-term lialyiland $1.026 billion and $81 million is reflecteslanet current deferred tax asset.

In connection with our acquisitions of Savvis otyJib, 2011 and Qwest on April 1, 2011, we recogdinet noncurrent deferred tax
liabilities of approximately $320 million and $58tillion, respectively, which reflects the expecfatire tax effects of certain differences
between the financial reporting carrying amounts tax bases of Savvis’ and Qwest’s assets anditiabi In addition, due to the Qwest
acquisition, we recognized a net current deferagdasset of $271 million, which relates primardycertain accrued liabilities that are expected
to result in future tax deductions. These primafferences involve Qwest's pension and other petitament benefit obligations as well as tax
effects for acquired intangible assets, propefntand equipment and long-term debt, includiregeffects of acquisition date valuation
adjustments, for both entities. The net deferradigdility is partially offset by a deferred tasset for expected future tax deductions relatir
Sawvis’ and Qwest'’s net operating loss carryforsard

At December 31, 2011, we had NOLs of $6.2 billidrunused, the NOLs will expire between 2015 and8Z2Mhowever, no significant
amounts expire until 2020. At December 31, 2011 hae $72 million ($47 million net of federal incortex) of state investment tax credit
carryforwards that will expire between 2012 and£2@2ot utilized. In addition, at December 31, 204e had $30 million of alternative
minimum tax, or AMT, credits. Our acquisitions oi@st and Savvis caused “ownership changes” witiemteaning of Section 382 of the
Internal Revenue Code. As a result, our abilityge these NOLSs is subject to annual limits impdse8ection 382. Despite this, we expect to
use substantially all of these NOLs as an offsatreg our future taxable income, although the togrif that use will depend upon our future
earnings and future tax circumstances.

We establish valuation allowances when necessamgdace the deferred tax assets to amounts we expezalize. At December 31,
2011, a valuation allowance of $276 million wasabthed as it is more likely than not that thisoamt of net operating loss carryforwards
not be utilized prior to expiration.

Based on our consideration of preliminary inforroatiwe recorded valuation allowances of $10 milkord $231 million, respectively on
the acquisition dates for the portion of the aceglinet deferred tax assets that we do not belger®re likely than not to be realized. Our
preliminary acquisition date assignment of defeiretme taxes and the related valuation allowaneesabject to adjustment as discussed in
Note Z—Acquisitions.
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The activity of our gross unrecognized tax bendétcluding both interest and any related fedeealdfit) during 2011 was as follows:

Unrecognized Tax

Benefits

(Dollars in millions)
Unrecognized tax benefits at December 31, - $ 311
Assumed in Qwest and Savvis acquisiti 20¢€
Decrease due to the reversal of tax positions takarprior yeal (13
Decrease from the lapse of statute of limitati (@)}
Settlement: (392
Unrecognized tax benefits at December 31, - $ 111

Upon the dismissal of our refund appeal in Oct&Hrl, we recorded a $242 million settlement rel#detthe treatment of universal
service fund receipts of certain subsidiaries aeglin our Embarqg acquisition, effectively settlihg issue for the 1990 through 1994 years.
We are currently in the process of dismissing @004-2006) proceedings, due to an agreement ire plitb the IRS Chief Counsel’s office.
Dismissal of the Tax Court proceedings will resalan agreed tax deficiency amount for each pe&ince the Tax Court proceedings invol
years that Embarq was owned by Sprint, Sprintneikive the deficiency and the payment to the IRBngger a settlement obligation und
the Tax Sharing agreement with Sprint. During 2@wWest also withdrew their claims associated withtreatment of universal services fund
receipts resulting in a $141 million settlementréase in our unrecognized tax benefits. Due to QsvBOL carryforward, the settlement of
the position resulted in a reduction in our unretpgd tax benefit but no cash payment is required.

If we were to prevail on all unrecognized tax bésetcorded on our balance sheet, we would rezegpproximately $118 million
(including interest and net of federal benefit) jethwould lower our effective tax rate.

Our policy is to reflect interest expense assodiatith unrecognized tax benefits in income tax evgee We had accrued interest
(presented before related tax benefits) of apprateéty $33 million and $12 million at December 3@12 and December 31, 2010,
respectively.

We file income tax returns, including returns forr subsidiaries, with federal, state and localkiGgtions. Our uncertain income tax
positions are related to tax years that are cuyrenider or remain subject to examination by tHewant taxing authorities.

Beginning with our 2009 tax year, we are subje@nnual examination by the IRS.

In 2010, Qwest and its subsidiaries filed amenaeléfal income tax returns for 20@607 to make protective claims with respect to &
reserved in their audit settlements and to coitents not addressed in prior audits. Those amefetigal income tax returns are subject to
adjustment in an IRS audit. Additionally, in 20@yest and its subsidiaries filed amended federarive tax returns for 2002-2005 to make
protective claims with respect to items reservethair audit settlements and to correct items doressed in prior audits. Those amended
federal income tax returns are subject to adjustimean IRS audit.

Our open income tax years by major jurisdictionasdollows at December 31, 2011:

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 Caroling 200€—curren
Oregon 200z—curren
Texas 200&—curren
Other state: 2005—curren
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Since the period for assessing additional liabtyyically begins upon the filing of a return, stpossible that certain jurisdictions could
assess tax for years prior to the open tax yeadodied above. Additionally, it is possible thatai jurisdictions in which we do not believe
we have an income tax filing responsibility, andadingly did not file a return, may attempt toessa liability, or that other jurisdictions to
which we pay taxes may attempt to assert that we aditional taxes.

Based on our current assessment of various fagbatading (i) the potential outcomes of these dngexaminations, (ii) the expiration
of statute of limitations for specific jurisdictien(iii) the negotiated settlement of certain displissues, and (iv) the administrative practides o
applicable taxing jurisdictions, it is reasonabbsgible that the related unrecognized tax benfgfitancertain tax positions previously taken
may decrease by up to $9 million within the neximiénths. The actual amount of such decrease, ifwitlydepend on several future
developments and events, many of which are outsideontrol.

(13) Segment Information

For several years prior to 2011, we reported oaraions as a single segment. However, after ayuisitions of Qwest on April 1, 2011
and Savvis on July 15, 2011, we have reorganizedwusiness into the following operating segments:

. Regional market<Consists generally of providing strategic and lggamducts and services to residential consumanall $o
medium-sized businesses and regional enterpridgerness. Our strategic products and services offarékdese customers include
our private line, broadband, Multi- Protocol Lalsstitching (“MPLS”), hosting and video services. Qegacy services offered to
these customers include local and |-distance service

. Business marketConsists generally of providing strategic and lggamducts and services to enterprise and goverh
customers. Our strategic products and serviceseaff® these customers include our private lineatiband, MPLS, hosting and
video services. Our legacy services offered toetesstomers include local and l-distance service

. Wholesale market€onsists generally of providing strategic and lggarmducts and services to other communicationsigeos.
Our strategic products and services offered toetlveistomers are mainly private line (including $alemccess) and MPLS. Our
legacy services offered to these customers inalmteindled network elements (“UNEs”) which allow ewhiolesale customers the
use our network or a combination of our network #radr own networks to provide voice and data sewito their customers, long-
distance and switched access services;

. Savvis operation«<Currently consists of the entire centr- managed operations of our Savvis subsidiaries, lwpiovides hostin
and network services primarily to business custesmdren provided by Legacy Savvis. Some of thesgcger are the same as those
provided through our business markets segmenhefiuture, we may reclassify the revenues and esgseassociated with those
business markets services as part of our Savviatpes segment. However, until we are able tchirintegrate Legacy Savvis,
we will continue to classify those services as pathe business markets segmi

We may make further changes to our segment regaoanwve continue to integrate the operations obtg@west and Legacy Savvis.

B-79



Table of Contents

In addition, we have revised the way we categasizeproducts and services and report our relateghiees. These products and services
are now described as follows:

. Strategic serviceswhich include primarily private line (includingecial access), broadband, hosting (including clmsting and
managed hosting), colocation, multi protocol limétshing (“MPLS”) (which is a data networking teabingy that can deliver the
quality of service required to support real-timéceoand video), video (including DIRECTV), voiceemnternet Protocol (“VolP”)
and Verizon Wireless service

. Legacy service, which include primarily local, long-distance, sstied access, public access, integrated servigéaaldietwork
(“ISDN”) (which uses regular telephone lines to sor voice, video and data applications), and tiaaial wide area network
(“WAN") services (which allows a local communications nekwo link to networks in remote location:

. Data integration, which is telecommunications equipment we sell théocated on custom¢ premises and related professio
services, such as network management, installatiolhmaintenance of data equipment and buildingagnetary fiber-optic
broadband networks for our government and busioes®mer; an

. Other revenueswhich consists primarily of USF revenue and surgbal
We have revised our prior period revenue clasgitioa to conform to our current categories.

Previously, we had categorized our products andes related to revenue as voice, data and netagréss. These products and sen
were described as follows:

. Voice.We offered local calling services to residentiadl éisiness customers within our local service ageaerally for a fixe«
monthly charge. We offered a number of enhancedeveérvices (such as call forwarding, caller ideatiion, conference calling,
voicemail, selective call ringing and call waitirtg)our local exchange customers for an additiomahthly fee. We also offered
long-distance services to our customers based on eiffagre or pursuant to f-rate calling plans

. Data. We derived our data revenues primarily from montelgurring charges for providing broadband accessices, dati
transmission services over special circuits angapeilines and switched digital television servig@ar special access data service
consisted of providing dedicated circuits connagtither carriers’ networks to their customers’ tomas, wireless carriers’ cell
towers to mobile switching centers, or businessocusrs to our network. Although the traffic handtetbugh special access
facilities may have included voice as well as datareported revenues associated with special aesedata revenue

. Network Acces:We derived our network access revenues primasnfproviding wholesale services to various carréars
customers in connection with the use of our faesito originate and terminate their interstate iatr@state voice transmissions.
This revenue also included charges for receivirigarsal support funds, receiving reciprocal compginog from CLECs and
wireless service providers for terminating theitscan our networks and offering certain networgilities and related services to
CLECs. Our revenues for switched access servigasmied primarily on the level of call volum

. Other.We derived our other revenues principally by prawdfiber transport, security monitoring servickessing, selling,
installing and maintaining customer premise telecamications equipment and wiring and providing gayme services

In connection with the recent reorganization of segments, we also revised the way we categorizeemment revenues and expenses.
Our segment revenues include all revenues fronstategic services, legacy services and data istiegras described in more detail above.
We report our segment expenses for regional maretsness markets and wholesale markets as fallows

. Direct expense, which primarily are specific, incremental expeseurred as a direct result of providing serviaad products to
segment customers, along with selling, generalaamdinistrative expenses that are directly assatiatth specific segment
customers or activities; at
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. Allocated expensg, which are determined by applying acti- based costing and other methodologies to inclutigark expenses
facilities expenses and other expenses such dsgleeluct management, and real estate expe

We do not assign depreciation and amortization es@éo our segments, as the related assets andl eqpienditures are centrally-
managed. Other unassigned operating expenses toprigiarily of expenses for centrally- managed adstiative functions (such as finance,
information technology, legal and human resourcgsjerance expenses and restructuring expenseednéxpense is also excluded from
segment results because we manage our financiagatal company basis and have not allocated agsdeht to specific segments. In
addition, other income (expense) does not relateitsegment operations and is therefore exclueed dur segment results. Our segment
results do not include any intersegment revenwexpenses. Our chief operating decision maker doegeriew assets and capital expenditures
by segment, nor does he include the centrally-mashéiicome and expenses noted above in the calmulatisegment income.

Our operating revenues for our products and ses\doasisted of the following categories for thergeanded December 31, 2011 and
2010:

Years Ended December 31

2011 2010
(Dollars in millions)
Strategic service $ 6,25¢ 2,04¢
Legacy service 7,68( 4,28¢
Data integratior 537 15¢
Other 88C 547
Total operating revenu $ 15,35! 7,042

Due to system limitations we have not reported29 segment information using our current segmenésir 2009 revenues using our
current presentation of products and services,eabave deemed it impracticable to do so. Our opeya¢venues for our products and services
consisted of the following categories for the yearded December 31, 2010 and 2009:

Years Ended December 31,

2010 2009
(Dollars in millions)
Voice $ 3,13¢ 2,16¢
Data 1,90¢ 1,202
Network acces 1,08( 92¢
Other 91E 67€
Total operating revenu $ 7,04Z 4,97¢

Other operating revenues include revenue from usalesupport funds which allows us to recover diporof our costs under federal and
state cost recovery mechanisms and certain surehéogour customers, including billings for ouruggd contributions to several USF
programs. These surcharge billings to our customerseflected on a gross basis in our statemémiavations (included in both operating
revenues and expenses) and aggregated approxirsd&82ymillion, $115 million and $84 million for theears ended December 31, 2011, 2010
and 2009, respectively. We also generate otheratipgrrevenues from leasing and subleasing of sipager office buildings, warehouses and
other properties. We centrally-manage the actwitieat generate these other operating revenuescemsgquently these revenues are not
included in any of our four segments presentedvbelo
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Segment information for the years ended Decembg2@l1 and 2010 is summarized below:

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 $ 793¢ 4,092
Total margin percentag 55% 63%
Regional markets
Revenue! $ 7,83 4,64(
Expense: 3,39¢ 1,78¢
Income $ 4,43¢ 2,857
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! $ 488 —
Expense: 38C —
Income $ 108 —
Margin percentag 21% —

The following table reconciles segment income tbimeome for the years ended December 31, 2012aha:

Years Ended December 31

2011 2010
(Dollars in millions)
Total segment incom $ 7,93¢ 4,09z
Other operating revenu 88C 547
Depreciation and amortizatic (4,02¢) (1,439
Other unassigned operating exper (2,76%) (1,145
Other income (expense), r (1,077%) (529
Income tax expens (379 (589)
Net income $ 573 94¢

We do not have any single customer that provide®rian 10% of our total operating revenues. Satisity all of our revenues come
from customers located in the United States.

(14) Discontinuance of Regulatory Accounting

Through June 30, 2009, we accounted for our regdlstlephone operations (except for the propeatigsired from Verizon in 2002) in
accordance with the provisions of regulatory actiognunder which actions by regulators can provisonable assurance of the recognition
of an asset, reduce or eliminate the value of aatamd impose a liability on a regulated entegpi$ich regulatory assets and liabilities were
required to be recorded and, accordingly, refleatettie balance sheet of entities subject to régnfaaccounting.
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On July 1, 2009, we discontinued the accountingiregnents of regulatory accounting upon the conwearsf substantially all of our rate-
of-return study areas to federal price cap requatbased on the FCC’s approval of our petitiondovert our study areas to price cap
regulation).

Upon the discontinuance of regulatory accounting rewersed previously established regulatory assetdiabilities. Depreciation rates
of certain assets established by regulatory autéstior our telephone operations subject to rdgafeaccounting have historically included a
component for removal costs in excess of the reélsédvage value. Notwithstanding the adoption abaating guidance related to the
accounting for asset retirement obligations, retpmjaaccounting required us to continue to reftatt accumulated liability for removal cost:
excess of salvage value even though there wasggabdéligation to remove the assets. Thereforedidanot adopt the asset retirement
obligation provisions for our telephone operatitmet were subject to regulatory accounting. Upandiscontinuance of regulatory accounting,
such accumulated liability for removal costs in@ddn accumulated depreciation was removed andset getirement obligation was
established. Upon the discontinuance of regulaaoppunting, we were required to adjust the carrgimgpunts of property, plant and equipn
only to the extent the assets were impaired, agejdidh the same manner applicable to nonregulatetprises. We did not record an
impairment charge related to the carrying valughefproperty, plant and equipment of our regulé¢éepbhone operations as a result of the
discontinuance of regulatory accounting.

In the third quarter of 2009, upon the discontireeaaf regulatory accounting, we recorded a non-eastaordinary gain in our
consolidated statements of income comprised ofdat@ving components:

Gain (loss)

(Dollars in millions)
Elimination of removal costs embedded in accumdl

depreciatior $ 221
Establishment of asset retirement obliga 2
Elimination of other regulatory assets and lialgi# (2
Net extraordinary gain before income tax expe 217
Income tax expense associated with extraordinairy (81)
Extraordinary gain attributable to CenturyLink, i $ 13€
Basic earnings per common share of extraordinairy .68
Diluted earnings per common share of extraordiggin .68

Upon the discontinuance of regulatory accounting rewised the lives of our property, plant and pougnt to reflect the economic
estimated remaining useful lives of the assetgelmeral, the estimated remaining useful lives oftelephone property were lengthened as
compared to the lives related to the depreciativesrused that were established by regulatory Etiédso

Upon the discontinuance of regulatory accounting gliminated certain intercompany transactions wétjulated affiliates that previou
were not eliminated under the application of retpriaaccounting. This has caused our operatingmee® and operating expenses to be lower
by equivalent amounts beginning in the third quasfe2009.

(15) Quarterly Financial Data (Unaudited)

First Second Third Fourth
Quarter Quarter Quarter Quarter Total
(Dollars in millions, except per share amounts

2011

Operating revenue $1,69¢ 4,40¢ 4,59¢ 4,65 15,351
Operating incomi 464 48C 54¢ 53¢ 2,02¢
Net income 211 11t 13¢ 10¢ 572
Basic earnings per common sh .6¢ A9 .23 .18 1.07
Diluted earnings per common shi .6¢ A9 .23 .18 1.07
2010

Operating revenue $1,80( 1,772 1,74¢ 1,722 7,04z
Operating incomi 54E 523 50€ 48¢€ 2,06(
Net income 25¢ 23¢ 23z 22t 94¢
Basic earnings per common sh .84 .79 7€ .74 3.13
Diluted earnings per common shi .84 .79 7€ .74 3.1z
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These results include Savvis operations for peromggnning July 15, 2011 and Qwest operations ésiods beginning April 1, 2011 (S
Note —Acquisitions).

(16) Commitments and Contingencie

In this section, when we refer to a class actiofpagtive” it is because a class has been allelgenot certified in that matter. Until and
unless a class has been certified by the courasinot been established that the named plaingifisesent the class of plaintiffs they purport to
represent.

We have established accrued liabilities for thetenatdescribed below where losses are deemed peotad reasonably estimable.

Litigation Matters Relating to CenturyLink and Embg

In December 2009, subsidiaries of CenturyLink fitew lawsuits against subsidiaries of Sprint Nexbalecover terminating access
charges for VolIP traffic owed under various intentection agreements and tariffs which presently@pmate $34 million. The lawsuits
allege that Sprint Nextel has breached contragttated tariffs, and violated the Federal Commutidgces Act by failing to pay these charges.
One lawsuit, filed on behalf of all legacy Embapemting entities, was tried in federal court imgifiia in August 2010 and, in March 2011, a
ruling was issued in our favor and against Spriextsl. We currently expect Sprint Nextel to file @ppeal of this decision. The other lawsuit,
filed on behalf of all Legacy CenturyLink operatiagtities, is pending in federal court in Louisialmathat case, in early 2011 the Court
dismissed certain of CenturyLink’s claims, refercgder claims to the FCC, and stayed the litigatidie have not deferred revenue related to
these matters as an adverse outcome is not probaddel upon current circumstances.

In William Douglas Fulghum, et al. v. Embarq Corpoaatj et al., filed on December 28, 2007 in the United Statesdri@t Court for the
District of Kansas, a group of retirees filed agtivie class action lawsuit challenging the decis@mmake certain modifications in retiree
benefits programs relating to life insurance, maldicsurance and prescription drug benefits, gelyezéfective 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 Embarq, certdiitobenefit plans, its Employee Benefits Comnaitéand the individual plan administratol
certain of its benefits plans. Additional defendaintlude Sprint Nextel and certain of its benpléins. The Court certified a class on certain of
plaintiffs’ claims, but rejected class certification as to otha@ms. Embarqg and other defendants continuégmrously contest these claims ¢
charges. On October 14, 2011, thdghumlawyers filed a new, related lawsuitbbott et al. v. Sprint Nextel et &enturyLink/Embarq is not
named a defendant in the lawsuitAbbott,approximately 1,800 plaintiffs allege breach oifithry duty in connection with the changes in
retiree benefits that also are at issue inRblghumcase. ThéAbbottplaintiffs are all members of the class that wasifeed in Fulghumon
claims for allegedly vested benefits (Counts | Hjgdand theAbbottclaims are similar to thEulghumbreach of fiduciary duty claim
(Count 1), on which thé&ulghumcourt denied class certification. We have not aedra liability for these matters as it is prematare
determine whether an accrual is warranted ana, i seasonable estimate of probable liability.

Over 60 years ago, one of our indirect subsidiaf@entel Corporation, acquired entities that mayeh@avned or operated seven former
plant sites that produced “manufactured gas” uademocess widely used through the mid-1900s. Céiatebeen a subsidiary of Embarq since
being spun-off in 2006 from Sprint Nextel, whiclgated Centel in 1993. None of these plant sitescarrently owned or operated by either
Sprint Nextel, Embarq or their subsidiaries. Oreéhsites, Embarq and the current landowners arkingowith the Environmental Protection
Agency (“EPA”) pursuant to administrative conserdeys. Remediation expenditures pursuant to the
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orders are not expected to be material. On fivassihcluding the three sites where the EPA isliredy Centel has entered into agreements
other potentially responsible parties to share ddat®n costs. Further, Sprint Nextel has agreeaddemnify Embarqg for most of any eventual
liability arising from all seven of these sites.sBd upon current circumstances, we do not expiscistue to have a material adverse impact on
our results of operations or financial conditione Wave accrued an amount that we believe is preldabthese matters; however, the amou

not material to our financial statements.

Litigation Matters Relating to Qwes

The terms and conditions of applicable bylaws,ifieates or articles of incorporation, agreementaplicable law may obligate Qwest
to indemnify its former directors, officers or erapées with respect to certain of the matters desdrbelow, and Qwest has been advancing
legal fees and costs to certain former directdf&ers or employees in connection with certain texat described below.

On September 29, 2010, the trustees in the Dutgkrbptcy proceeding for KPNQwest, N.V. (of which €t was a major shareholder)
filed a lawsuit in district court in Haarlem, theetierlands, alleging tort and mismanagement clainger Dutch law. Qwest and Koninklijke
KPN N.V. (“KPN") are defendants in this lawsuit along with a nundidormer KPNQwest supervisory board members afmtraer officer ol
KPNQwest, some of whom were formerly affiliated w@west. Plaintiffs allege, among other thingst tlefendants’ actions were a cause of
the bankruptcy of KPNQwest, and they seek damagebé bankruptcy deficit of KPNQwest, which isiolad to be approximately
€4.200 billion (or approximately $5.4 billion based the exchange rate on December 31, 2011), @uigtaty interest. Two lawsuits asserting
similar claims were previously filed against Qwastl others in federal courts in New Jersey in 28@d Colorado in 2009; those courts
dismissed the lawsuits without prejudice on theugds that the claims should not be litigated inlinéted States.

On September 13, 2006, Cargill Financial Markeks,a@Rd Citibank, N.A. filed a lawsuit in the DisttiCourt of Amsterdam, the
Netherlands, against Qwest, KPN, KPN Telecom Bavid other former officers, employees or supervitmgrd members of KPNQwest, sc
of whom were formerly affiliated with Qwest. TheMsuit alleges that defendants misrepresented KPN@winancial and business condition
in connection with the origination of a credit fidgiand wrongfully allowed KPNQwest to borrow fundnder that facility. Plaintiffs allege
damages of approximately €219 million (or approxeha$284 million based on the exchange rate orebdser 31, 2011).

We have not accrued a liability for the above matéss it is premature to determine whether an at&warranted and, if so, a
reasonable estimate of probable liability. We wilhtinue to defend against the pending KPNQwagalibn matters vigorously.

Several putative class actions relating to thealtegton of fiber-optic cable in certain rights-afay were filed against Qwest on behalf of
landowners on various dates and in various conrfdabama, Arizona, California, Colorado, Delawdfrida, Georgia, lllinois (where there
is a federal and a state court case), Indiana,,|&asas, Maryland, Massachusetts, Michigan, MiateesMlississippi, Missouri, Nebraska,
Nevada, New Jersey, New Mexico, New York, Northdllaa, Oklahoma, Oregon, South Carolina, Tenneseees, Utah, Virginia, an
Washington. For the most part, the complaints ehgk our right to install our fiber-optic cabler&ilroad rights-of-way. The complaints allege
that the railroads own the right-of-way as an eassgrthat did not include the right to permit usrtstall our fiber-optic cable in the right-of-
way without the Plaintiffs’ consent. Most of thetians purport to be brought on behalf of state-witiessses in the named Plaintiffs’ respective
states, although two of the currently pending a&tipurport to be brought on behalf of multi-stdtésses. Specifically, the Illinois state court
action purports to be on behalf of landownerslindis, lowa, Kentucky, Michigan, Minnesota, NelltasOhio and Wisconsin, and the Indiana
state court action purports to be on behalf oftional class of landowners. In general, the conmpdaseek damages on theories of trespass anc
unjust enrichment, as well as punitive damagesJiyn 18, 2008, a federal district court in Massaetts entered an order preliminarily
approving a settlement of all of the actions dématiabove, except the action pending in TenneSse&eptember 10, 2009, the court denied
final approval of the settlement on grounds th&tdked subject matter jurisdiction. On Decembe2(9, the court issued a revised ruling that,
among other things, denied a motion for approvahest and dismissed the matter for lack of subjeatter jurisdiction. The parties are now
engaged in negotiating and finalizing settlememnta ctate-by-state basis, and have filed and reddinal approval of settlements in Alabama
and lllinois federal court, and in
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Tennessee state court. Final approval also hasdraeted in federal court actions in Idaho and N@ékota, to which Qwest is not a party.
We have accrued an amount that we believe is pltelfabthese matters; however, the amount is naér@ to our financial statements.

Other

From time to time, we are involved in other prodegd incidental to our business, including admmaiste hearings of state public utility
commissions relating primarily to rate making, act relating to employee claims, various tax issoesasional grievance hearings before
labor regulatory agencies, patent infringemeniall®ns and miscellaneous third party tort actidiiie outcome of these other proceedings is
not predictable. However, we do not believe thatutlimate resolution of these other proceedinfisr aonsidering available insurance
coverage, will have a material adverse effect anfimancial position, results of operations or céstws.

Capital Leases

We lease certain facilities and equipment undeiouvarcapital lease arrangements. Depreciationsgtasinder capital leases is included
in depreciation and amortization expense. Paynmantapital leases are included in repayments @f-term debt, including current maturities
in the consolidated statements of cash flows.

The table below summarizes our capital lease aygtivi

Years Ended December 31,

2011 2010 2009
(Dollars in millions)
Assets acquired through capital lea $ 69€ — —
Depreciation expens 89 — —
Cash payments towards capital lee 76 — —
December 31 December 31
2011 2010
(Dollars in millions)
Assets included in property, plant and equipn $ 69¢€ —
Accumulated depreciatic 91 —

The future minimum payments under capital leasesf 82cember 31, 2011 are included in our constdidalance sheet as follows:

Future

Minimum
Payments
(Dollars in
millions)
Capital lease obligation
2012 $ 147
2013 14C
2014 121
2015 89
2016 53
2017 and thereafte 231
Total minimum payment 781
Less: amount representing interest and executats (165
Present value of minimum payme 61€
Less: current portio (1129
Long-term portion $ 504
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Operating Leases

CenturyLink leases various equipment, office féieli, retail outlets, switching facilities, and etmetwork sites. These leases, with few
exceptions, provide for renewal options and esicalatthat are either fixed or based on the consyamee index. Any rent abatements, along
with rent escalations, are included in the compartadf rent expense calculated on a straight-liagidover the lease term. The lease term for
most leases includes the initial non-cancelabla f@us any term under renewal options that areoresly assured. For the years ended
December 31, 2011, 2010 and 2009, our gross rexpense was $401 million, $174 million and $107iarl We also received sublease rei
income for the year ended December 31, 2011 oindillion. We did not have any material subleaseakmicome for the years ended
December 31, 2010 and 2009.

At December 31, 2011, our future rental commitménmtoperating leases were as follows:

Future

Minimum
Payments
(Dollars in
millions)
2012 $ 28C
2013 244
2014 20¢
2015 17€
2016 147
2017 and thereaftt 92¢
Total future minimum paymen® $ 1,98t

(1) Minimum payments have not been reduced by minimulbbfesise rentals of $119 million due in the futuneler nol-cancelable subleast

Purchase Obligation:

We have several commitments primarily for marketegvities and support services from a varietyeridors to be used in the ordinary
course of business totaling $706 million at Decen#de 2011. Of this amount, we expect to purch&&3$nillion in 2012, $191 million in
2013 through 2014, $99 million in 2015 through 2@h@l $148 million in 2017 and thereafter. Thesewrt®do not represent our entire
anticipated purchases in the future, but represelytthose items for which we are contractually aaitted.

(17) Other Financial Information
Other Current Assets

December 31,
2011 2010

(Dollars in millions)
Prepaid expenst $ 24C 41
Other 15C 33
Total other current asse $ 39C 74

(18) Labor Union Contracts

Over 40% of our employees are members of variotgair@ng units represented by the Communicationskéfs of America and the
International Brotherhood of Electrical Workers. Wadieve that relations with our employees contitaube generally good. Approximately
15,000 or 75% of our union-represented employeesuaject to collective bargaining agreementsdkpire throughout 2012.
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(19) Dividends
Our Board of Directors declared the following diefls payable in 2011 and 2010:

Date Declared

November 15, 201
August 23, 201:
May 18, 2011
January 24, 201
November 9, 201
August 24, 201(
May 21, 201(
February 25, 201

Dividend Total
Record Date Per Share Amount Payment Date
(in millions)

December 6, 20! 72t $ 44¢ December 16, 20:
September 6, 20: 72E $  44c¢ September 16, 20
June 6, 201 72t $ 43€ June 16, 201
February 18, 201 72t $ 22z February 25, 201
December 7, 20 72k $ 22 December 20, 20:
September 7, 20: 72t $ 22C September 20, 20.
June 8, 201 72t $ 22( June 21, 201
March 9, 201 728 $ 21¢ March 22, 201

*kkkkkkkk kK
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Preliminary Proxy Materials
dated March 27, 2012
Subject to completior

CENTURYLINK, INC.
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

The undersigned hereby constitutes and appoints &I€ost, Il or Stacey W. Goff, or either of thegmnoxies for the undersigned,
with full power of substitution, to represent thedersigned and to vote all of the shares of comstock and voting preferred stock
(collectively, the “Voting Shares”) of CenturyLinkyc. (the “Company”) that the undersigned is éxdito vote at the annual meeting of
shareholders of the Company to be held on May @B22and at any and all adjournments thereof (theeting”).

In addition to serving as a Proxy, this card widlcaserve as instructions to Computershare Invé&storices L.L.C. (the “Agent”) to
vote in the manner designated on the reverse sidmhthe shares of the Company’s common stockdeeldf April 4, 2012 in the name of
the Agent and credited to any plan account of tideusigned in accordance with the Company’s divdd&investment plan or employee
stock purchase plans. Upon timely receipt of thisxi, properly executed, all of your Voting Sharesjuding any held in the name of the
Agent, will be voted as specified.

The Board of Directors recommends that you vote F@Rs 1 through 4, and AGAINST Items 5(a) thro&gt) listed on the reverse
side hereof. If you properly execute and retura Brioxy but fail to provide specific directions wviespect to any of the matters listed on the
reverse side, all of your votes will be voted ic@clance with these recommendations with respexi¢h matters.

(Please See Reverse Si
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1(a). Approve charter amendment to declassify our Boami@ctors.

" FOR " AGAINST " ABSTAIN
1(b). Approve charter amendment to increase our authbshares

" FOR " AGAINST " ABSTAIN
2. Elect four directors

FOR "~ all nominees listed below (except
marked to the contrary belc

WITHHOLD AUTHORITY ™ to vote for all nominee

listed belo

INSTRUCTIONS: To withhold authority to vote for any individual minee, strike a line through the nomi’s name in the list belo:

3. Ratify the appointment of KPMG LLP as our indepemtdauditor for 2012

" FOR " AGAINST " ABSTAIN
4, Advisory vote regarding our executive compensal

" FOR " AGAINST " ABSTAIN

5(@). Shareholder proposal regarding bonus defer

" FOR " AGAINST " ABSTAIN
5(b).  Shareholder proposal regarding performi-based restricted stoc

" FOR " AGAINST " ABSTAIN

5(c). Shareholder proposal regarding political contribusi reports

Fred R. Nichols / Harvey P. Perry / Laurie A. Siegiseph R. Zimme

ADDITIONAL SIGNATURE (IF JOINTLY HELD)

" FOR " AGAINST " ABSTAIN
6. In their discretion to vote upon such other busires may properly come before the Meet
, 2012
DATE NAME (PLEASE PRINT)
SIGNATURE

Please sign exactly as name appears on the caeific certificate
representing shares to be voted by this proxy. \\igaming as
executor, administrator, attorney, trustee or giaarcplease give fu
title as such. If a corporation, please sign ihdafporate name by
president or other authorized officer. If a parsiép, please sign i
partnership name by authorized pers:




