CTL 8-K 8/6/2014
Section 1: 8-K (8-K)

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities€hange Act of 1934

Date of Report (Date of earliest event reported):

August 6, 2014
-~ CenturyLink~

CenturyLink, Inc.

(Exact name of registrant as specified in its @rrt

Louisiana 001-7784
(State or other jurisdiction (Commission
of incorporation) File Number)

100 CenturyLink Drive
Monroe, Louisiana

(Address of principal executive offices)

(318) 388-9000
(Telephone number, including area code)

N/A

(Former name or former address, if changed sirstaéport)

72-0651161

(IRS Employer
Identification No.)

71203
(Zip Code)

Check the appropriate box below if the Form 8-klis intended to simultaneously satisfy the §limbligations of any registrant under any of théfeing provisions:

O  Written communications pursuant to Rule 425 unberSecurities Act (17 CFR 230.425)

O  Soliciting material pursuant to Rule 14a-12 undher Exchange Act (17 CFR 240.14a-12)
O Pre-commencement communications pursuant to Rde2(b) under the Exchange Act (17 CFR 240.14d)2(b)
O

Pre-commencement communications pursuant to Rdet{c) under the Exchange Act (17 CFR 240.13e}4(c)




Iltem 2.02. Results of Operations and Financial Condition.

On August 6, 2014 , CenturyLink, Inc. ("CenturyLirde "we" or "us" or "our") issued a press releasaouncing operating results for the second quafter
2014 . The press release is included as Exhibit. 99.

Forward Looking Statements

Certain non-historical statements made in this release and future oral or written statements or press releases by us or our management are
intended to be forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. These forward-looking
statements are based on current expectations only, and are subject to a number of risks, uncertainties and assumptions, many of which are
beyond our control. Actual events and results may differ materially from those anticipated, estimated, projected, expressed or implied if one or
more of these risks or uncertainties materialize, or if underlying assumptions prove incorrect. Factors that could affect actual results include but
are not limited to: the timing, success and overall effects of competition from a wide variety of competitive providers; the risks inherent in rapid
technological change; the effects of ongoing changes in the regulation of the communications industry (including the outcome of regulatory or
judicial proceedings relating to intercarrier compensation, access charges, universal services, broadband deployment and net neutrality); our
ability to successfully negotiate collective bargaining agreements on reasonable terms without work stoppages; our ability to effectively adjust to
changes in the communications industry and changes in the composition of our markets and product mix caused by our recent acquisitions; our
ability to successfully integrate recently acquired operations into our incumbent operations, including the possibility that the anticipated benefits
from our recent acquisitions cannot be fully realized in a timely manner or at all, or that integrating the acquired operations will be more difficult,
disruptive or costly than anticipated; our ability to use net operating loss carryovers of Qwest in projected amounts; our ability to effectively
manage our expansion opportunities, including retaining and hiring key personnel; possible changes in the demand for, or pricing of, our products
and services; including our ability to effectively respond to increased demand for high-speed broadband services; our ability to successfully
introduce new product or service offerings on a timely and cost-effective basis; our continued access to credit markets on favorable terms; our
ability to collect our receivables from financially troubled communications companies; any adverse developments in legal or regulatory
proceedings involving us; our ability to pay common share dividends in accordance with best practices, which may be affected by changes in our
cash requirements, capital spending plans, cash flows or financial position; unanticipated increases or other changes in our future cash
requirements, whether caused by unanticipated increases in capital expenditures, increases in pension funding requirements or otherwise; the
effects of adverse weather; other risks referenced from time to time in our filings with the Securities and Exchange Commission (the “SEC”"); and
the effects of more general factors such as changes in interest rates, in tax rates, in accounting policies or practices, in operating, medical,
pension or administrative costs, in general market, labor or economic conditions, or in legislation, regulation or public policy. These and other
uncertainties related to our business and our recent acquisitions are described in greater detail in Item 1A to our Form 10- K for the year ended
December 31, 2013, as updated and supplemented by our subsequent SEC reports. You should be aware that new factors may emerge from
time to time and it is not possible for us to identify all such factors nor can we predict the impact of each such factor on the business or the extent
to which any one or more factors may cause actual results to differ from those reflected in any forward-looking statements. You are further
cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date of this release. We undertake no
obligation to update any of our forward-looking statements for any reason.

Item 9.01. Financial Statements and Exhibits.

(d) Exhibits

The exhibit to this current report on Form 8-Kistdd in the Exhibit Index, which appears at thé ehthis report and is incorporated by refereneei.
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Exhibit Index

Exhibit No. Description

Exhibit 99.1 Press release dated August 6, 2014, reporting despaarter of 2014 operating results.
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FOR IMMEDIATE RELEASE: FOR MORE INFORMATION CONTACT:
August 6, 2014 Kristina Waugh 318.340.5627
kristina.r.waugh@centurylink.com

CENTURYLINK REPORTS STRONG SECOND QUARTER 2014 RESU.TS

Achieved operating revenues of $4.54 billion, idaig core revenuef $4.10 billion
Generated operating cash fld\wf $1.81 billion, excluding special items
Generated free cash flotef $677 million, excluding special items and inttggn-related capital expenditures
Achieved Adjusted Net Incorief $408 million and Adjusted Diluted EP& $0.72, excluding special items

Completed $2 billion 2013 share repurchase progr&apurchased 59.5 million shares since inceptigorogram in February
2013, representing 9.6% of outstanding shares @&eotmber 31, 2012

Commenced follow-on $1 billion share repurchasegpam in second quarter.

MONROE, La. — CenturyLink, Inc(NYSE: CTL) today reported strong operating revenaperating cash flow and free cash
flow for second quarter 2014.

“CenturyLink second quarter results reflect stroegnand for our high-bandwidth data services anddcend hosting solutions,
solid consumer demand for Prism TV service andcoutinued mitigation of legacy revenue declineajidsGlen F. Post Ill, chief
executive officer and president. “Total operatiaganues increased slightly year-over-year and ebetkeur revenue guidance for
the quarter. Cash flows for the quarter were aismg, primarily due to solid revenue performancd eontinued focus by our
employees on containing costs.

“Qur reliable, secure solutions that meet both ndtwead hosting needs remain a strong driver ofiasing demand from busin
customers. We continue to experience success witlanaged service solutions, as well as multiMig.S*sales. Our
development of advanced cloud infrastructure teldgyosignificantly strengthens our capabilitiesnieet the growing demand for
highly automated cloud and managed services, artubwe further expanded our hosting footprint wité dbpening of the new
Minneapolis — St Paul data center. Additionallyg #xpansion of symmetrical 1 gigabit service taiti&s, announced yesterday,
will enhance our capability to provide higher brbadd speeds and an enhanced service experiencthtebidential and busine
customers.

“Overall, we are pleased with our second quartsults, which reflect our continued progress towangenue stability. We had a
strong funnel of sales opportunities entering thieltquarter and we are looking forward to contiguio execute on our strategic
priorities to create value for shareholders,” Rostcluded.

1Core revenues defined as Strategic revenues phsclyaevenues (excludes Data Integration and @évenues), as described further in the
attached schedules.

2See attachments for non-GAAP reconciliations.

3Multi-protocol Label Switching




Second Quarter 2014 Highlights

» Achieved core revenues of $4.10 billion in setqnarter, a 0.2% year-over-year decline, compaitda 1.6% year-over-
year decline in second quarter 2013; Strategicmess'grew 5.1% from the second quarter a year-ago.

» Generated free cash flow of $677 million, exahgdspecial items and integratioelated capital expenditur
» Experienced continued strength in sales of higldbédth data services to business custor

e Added nearly 16,000 CenturyLifilPrism™ TV customers during second quarter, ending theodexith approximately
215,000 customers in service.

* Ended the quarter with more than 6 million hggeed Internet customers, a decrease of approxyin2ai®0 in second quarter
2014 due to typical seasonality.

* Purchased and retired an additional 4.5 milibares of CenturyLink common stock for $160 millguring second quarter
2014, of which 1.2 million shares were under théffiion follow-on program.

Consolidated Financial Results

Operating revenuesfor second quarter 2014 increased to $4.54 bifiom $4.53 billion in second quarter 2013 drivenhigher
strategic and data integration revenues. The isergastrategic revenues was primarily due to esed business customer
demand for high-bandwidth data services and hostfigtions, along with the year-over-year growthiigh-speed Internet and
CenturyLink® Prism™ TV customers. This increase was partially offsetdwer legacy services revenues, primarily duéneo t
impact of access line losses and lower accessuesgen

Operating expenses excluding special items, increased to $3.82dwilfrom $3.79 billion in second quarter 2013. Thkaryover-
year increase was primarily driven by higher custopremise equipment (CPE) sales costs, expersgsdréo the growth ¢
Prism™ TV and a higher Universal Service Fund (USF) cbution factor, which were partially offset by londgpreciation and
amortization expenses.

Operating cash flow(as defined in our attached supplemental sched@rsuding special items, decreased to $1.8lohilffom
$1.86 billion in second quarter 2013. For secoratign 2014, CenturyLink achieved an operating ¢ast margin, excluding
special items, of 39.9% versus 41.1% in secondtguaf13. These decreases were primarily drivetihéyesult of lower legacy
revenues and the expense increases described above.

Adjusted Net Income and Adjusted Diluted Earnings r Share (Adjusted Diluted EPS)

Adjusted Net Income and Adjusted Diluted EPS exeltik after-tax impact of special items, the nashater-tax impact of the
amortization of intangible assets related to adfijpiiss since mid-2009, and the non-cash aftertaact to interest expense of the
assignment of fair value to the outstanding dedtiaed in connection with those acquisitions.

Excluding the items outlined above, CenturyLink'djésted Net Income for second quarter 2014 was $40®n compared to
Adjusted Net Income of $417 million in second qaa2013. Second quarter 2014 Adjusted Diluted ERS $0.72 compared to
$0.69 in the year-ago period. See the attachedlst#wefor additional information.

GAAP Results

Under generally accepted accounting principles (BAAet income for second quarter 2014 was $198mitompared to $269
million for second quarter 2013, and diluted eagriper share for second quarter 2014 was $0.34amahpo $0.44 for second
quarter 2013.

Details regarding the Company’s special itemslierthree months ended June 30, 2014 and 2013a@nelgad in the



accompanying financial schedules.

“All references to Strategic and Legacy revenuesiheeflect certain adjustments described in theched schedules.
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Segment Financial Results

Consumer

The Consumer segment achieved year-over-year revgnawth driven by increased high-speed Interndt@enturyLink® Prism
™TV customers and price increases on certain preduct

» Strategic revenues were $709 million in the quaeBr8.6% increase over second quarter :

» Generated $1.50 billion in total revenues, slighigher than second quarter 2013, reflectingregrgrowth in strategic
services patrtially offset by the continued declim&egacy services.

e Added nearly 16,000 CenturyLifilPrism™ TV customers during second quarter 2014, incregsémgtration of the more th
2.1 million addressable homes to approximately 10%.

Business

The Business segment achieved its fourth consecqtiarter of year-over-year core revenue growtredrby continued demand
for high-bandwidth data services and solid salemarmdum.

» Strategic revenues were $663 million in the tpraa 7.8% increase over second quarter 2013 by strength in high-
bandwidth offerings such as MPLS and Ethernet sesvi

» Generated $1.56 billion in total revenues, amaase of 2.6% from second quarter 2013, as griowilgh-bandwidth offering
and data integration revenues offset lower legacyices revenues. Data integration revenues wedarifion higher in
second quarter 2014 compared to second quarter 2013

» Achieved segment margin of 37.9%, which declifrech 40.2% a year-ago. This decrease was primduié/to higher costs
related to business revenue growth such as CPilittyfand sales and marketing, along with the dezin legacy revenues.

« Continued strong sales momentum in second quaitierselid sales funnel entering third quarter aadtimued success in
sales of Managed Office and Managed Enterprisdienki

Wholesale

The Wholesale segment ended the quarter with rhare 19,700 fiber-connected towers, an increas&uf from second quarter
2013.

+ Strategic revenues were $568 million in the teradown slightly from second quarter 2013, aseases in wireless carrier
bandwidth demand and Ethernet sales were offsdeblnes in low-speed data revenue.

» Generated $866 million in total revenues, a elese of 4.8% from second quarter 2013, reflectiegcbntinued decline in low-
speed data revenues and in legacy revenues, gsirdavien by lower long distance and switched asgasutes of use, along
with access rate reductions from implementatiothefCAF Ordef.

» Completed approximately 500 fiber builds in setguarter 2014; lowered the annual estimate barfbuilds to between
2,000 to 2,500 for full-year 2014 due to contingedtomer decisions to defer certain sites into 2015



®All references to segment data herein reflect oeedjustments described in the attached schedules.
®Federal Communications Commission’s Connect Ameaiwh Intercarrier Compensation Reform Order (thé=@kder) adopted on October
27, 2011.




Hosting

The Hosting segment grew managed hosting (includiogd) and colocation revenues as cross-selliigiives continue to
strengthen sales opportunities.

« Operating revenues were $358 million in the quaeted.2% increase from second quarter z

« Managed hosting revenuesere $148 million, representing a 9.6% increasmfsecond quarter 2013, and colocation
revenues were $158 million, a 1.9% increase owes#ime period a year ago.

« Expenses increased $10 million from second qua@i@B primarily due to higher employee cc

« Opened a data center in Minneapolis, Minnesotaioffecolocation, cloud and managed hosting sendoesiected to
CenturyLink’s IP backbone and global data centetont.

Guidance— Third Quarter 2014

The Company expects third quarter 2014 revenue®p@iiting cash flow to decrease compared to seqoader 2014 primarily
due to the continued decline of legacy revenuesrardased operating expenses related to the n@aaabnality of outside plant
maintenance and utility costs.

Third Quarter 2014 (excl. special items)

Operating Revenues $4.47 to $4.52 billion
Core Revenues $4.06 to $4.11 billion
Operating Cash Flow $1.72 to $1.77 billion
Adjusted Diluted EPS $0.58 to $0.63

All 2014 guidance figures and 2014 outlook statemercluded in this release (i) speak as of Augu&014 only, (ii) exclude tt
impact of any share repurchases made after Jun@@4 and (iii) exclude the effects of special gefuture changes in
regulation or accounting rules, integration expemassociated with our recent acquisitions, any ¢geann operating or capital
plans or other unforeseen events or circumstarasitpact our financial performance, and any fetanergers, acquisition
divestitures or other similar business transactiddse “Forward Looking Statements” below. For agtditil information on how
we define certain of the terms used above, seatthehed schedules.

Investor Call

As previously announced, CenturyLink’s managemaealtwst a conference call at 4:00 p.m. Central @itmday, August 6, 2014.
Interested parties can access the call by dialtg@85-8905. The call will be accessible for reglapugh August 14, 2014, by
dialing 888-266-2081 and entering the access c6d6411. Investors can also listen to CenturyLimdsnings conference call
and webcast replay by accessing the Investor Rakaportion of the Company’s website at www.cerlinkycom through August
28, 2014. Financial, statistical and other infolioratelated to the call will also be posted to website.

Reconciliation to GAAP

This release includes certain non-GAAP financiahsuges, including but not limited to operating csWw, free cash flow, core
revenues, Adjusted Net Income and adjustments tAR5ieasures to exclude the effect of special itémaddition to providing
key metrics for management to evaluate the Comggmgfformance, we believe these measurements iasgstors in their
understanding of period-to-period operating perfamoe and in identifying historical and prospectieads.




"Hosting revenue by product category was restatd®itv to allocate crossnnect revenue with the associated colocationaraged servic:
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Reconciliations of non-GAAP financial measuresh® tost comparable GAAP measures are includeciattached financial
schedules. Reconciliation of additional non-GAARaficial measures that may be discussed duringatinengs call described
above will be available in the Investor Relationstipn of the Company’s website at www.centurylodm. Investors are urged to
consider these non-GAAP measures in addition thne in substitution for, measures prepared imatance with GAAP.

About CenturyLink

CenturyLink is the third largest telecommunicaticosnpany in the United States and is recognizedleader in the network
services market by technology industry analystdirithe Company is a global leader in cloud infadtire and hosted IT
solutions for enterprise customers. CenturyLinkvptes data, voice and managed services in locagmed and select
international markets through its higjality advanced fiber optic network and multipgalcenters for businesses and consui
The company also offers advanced entertainmenicesrunder the CenturyLirfilPrism™ TV and DIRECTV brands.
Headquartered in Monroe, La., CenturyLink is an S® company and is included among the FortundiS06f America’s
largest corporations. For more information, vigitw.centurylink.com

Forward Looking Statements

Certain non-historical statements made in thisaskand future oral or written statements or pretsases by us or our
management are intended to be forward-looking states within the meaning of the Private Securltigdgation Reform Act of
1995. These forward-looking statements are basezioent expectations only, and are subject to enber of assumptions, risks
and uncertainties, many of which are beyond outrobnActual events and results may differ matdyiflom those anticipated,
estimated, projected or implied by us if one or enofrthese risks or uncertainties materialize fanr underlying assumptions
prove incorrect. Factors that could affect actuesults include but are not limited to: the timisggccess and overall effects
competition from a wide variety of competitive pdevs; the risks inherent in rapid technologicakeige, including product
displacement; the effects of ongoing changes imdgelation of the communications industry, inchglthe outcome of regulatory
or judicial proceedings relating to intercarrier ogpensation, access charges, universal service divarad deployment, data
protection and net neutrality; our ability to effeely adjust to changes in the communications $tigu and changes in ol
markets, product mix and network caused by ourrregequisitions; our ability to successfully intatg recently-acquired
operations into our incumbent operations, includihg possibility that the anticipated benefits froar recent acquisitions canr
be fully realized in a timely manner or at all; oalpility to effectively manage our expansion oppuities, including retaining an
hiring key personnel; possible changes in the dehan or pricing of, our products and services;luding our ability to
effectively respond to increased demand for higreddoroadband service; our ability to successfmifsoduce new product or
service offerings on a timely and cost-effectiveifidhe adverse impact on our business and netfronk possible equipment
failures, security breaches or similar attacks am network; our ability to successfully negotiatdlective bargaining agreemer
on reasonable terms without work stoppages; oulitghid use net operating loss carryovers of Qwegtrojected amounts; our
continued access to credit markets on favorables$eour ability to collect our receivables fromdircially troubled
communications companies; our ability to maintamdrable relations with our key business partnstgpliers, vendors,
landlords and financial institutions; any adversevélopments in legal or regulatory proceedings imwng us; changes in our
operating plans, corporate strategies, dividendrpayt plans or other capital allocation plans, indilng those caused by changes
in our cash requirements, capital expenditure neddbt obligations, pension funding requiremenashcflows, or financial
position, or other similar changes; the effectad¥erse weather; other risks referenced from tiongnte in our filings with th
SEC,; and the effects of more general factors sgathanges in interest rates, in tax laws, in actiogrpolicies or practices, in
operating, medical, pension or administrative cpstgeneral market, labor or economic conditioosin legislation, regulation
or public policy. These and other uncertaintiesitetl to our business and our recent acquisitioresdiscribed in greater detail
Iltem 1A of our Form 1-Q for the quarter ended March 31, 2014, as updated supplemented by our subsequent SEC reports.
You should be aware that new factors may emerge firoe to time and it is not possible for us tantifg all such factors nor can
we predict the impact of each such factor on tharmss or the extent to which any one or more fact@ay cause actual results
differ from those reflected in any forward-lookistgtements. You are further cautioned not to plawue reliance on these
forward-looking statements, which are inherently specudaéind speak only as of the date made. We underta&bligation to
update any of our forward-looking statements foy egason.




CenturyLink, Inc.
CONSOLIDATED STATEMENTS OF INCOME
THREE MONTHS ENDED JUNE 30, 2014 AND 2013
(UNAUDITED)
(Dollars in millions, except per share amounts; r@sain thousands)

Three Months Ended June 30, 2014 Three Months Ended June 30, 2013
As adjusted As adjusted Increase
excluding excluding (decrease)
Less special Less special Increase excluding
As special items As special items (decrease) special
reported Items (Non-GAAP) reported Iltems (Non-GAAP) as reported items

OPERATING REVENUES*

Strategic $ 2,29¢ — 2,29¢ 2,18¢ — 2,18¢ 51% 5.1%

Legacy 1,80: = 1,80: 1,92: — 1,92: (6.2% (6.2%

Data integration 187 — 187 167 — 167 12.L% 12.C%

Other 258 — 258 24¢ — 24¢ 1.€% 1.€%

Total operating revenues 4,541 — 4,541 4,52¢ — 4,52¢ 0.4% 0.4%

OPERATING EXPENSES

Cost of services and products 1,96 6 (1) 1,95¢ 1,87: 4 (4) 1,86¢ 4.8% 4.7%

Selling, general and administrative 831 58 (1) 772 814 1€ (4) 79¢ 21% 3.9%

Depreciation and amortization 1,09t — 1,09: 1,12 — 1,12: 2.7% (2.7%

Total operating expenses 3,88¢ 65 3,821 3,81( 2C 3,79( 2.L% 0.8%

OPERATING INCOME 65E (65) 72C 71E (20) 73t (8.49% (2.0%
OTHER INCOME (EXPENSE)

Interest expense (325) (325 (325) (325) — % — %

Other (expense) income @) 149 (2 7 4 — 4 (275.0% 75.C%

Income tax expense (230) 25 (3) (155) (125) 4C (5) (165) 4.C% (6.)%
NET INCOME $ 19z (59) 247 26¢ 2C 24¢ (28.9% 0.8%
BASIC EARNINGS PER SHARE $ 0.3 (0.10 0.4z 0.4t 0.0 0.41 (24.9% 4.8%
DILUTED EARNINGS PER SHARE  §$ 0.3¢4 (0.09 0.4: 0.44 0.0: 0.41 (22.0)% 4.5%
AVERAGE SHARES OUTSTANDING

Basic 567,91¢ 567,91% 604,302 604,302 (6.00% (6.00%

Diluted 569,032 569,032 605,602 605,602 (6.0% (6.0%
DIVIDENDS PER COMMON SHARE $ 0.5¢ 0.54 0.5¢ 0.5¢ — % — %

SPECIAL ITEMS

(1) Includes severance costs associated with recedtbeat reductions ($33 million), integration antergion costs associated with our acquisition oe@w$14 million) and
the impairment of two office buildings ($18 millipn

(2) Impairment of a non-operating investment ($14 )i
(3) Income tax benefit of Item (1).

(4) Includes severance costs associated with reductifamce initiatives ($4 million), integration, sesance and retention costs associated with ourisitgn of Qwest ($11
million), integration, severance, and retentionts@ssociated with our acquisition of Savvis ($#liom) and an accounting adjustment ($1 million).

(5) Income tax benefit of Item (4) and a favorable fatismcome tax settlement ($33 million).

*During 2013, we reallocated the discounts on aurdbed services (local, long distance, and broadipemthe component products and services. Theffest of the bundled
services reallocation was a reclassification ofatemevenues from legacy services to strategiices. Also in 2013, we reallocated our CLEC revesnimto their component
products and services. The net effect of this Clt&llocation was a reclassification of certain rewes from strategic services to legacy services.Z013 information presented
here has been restated to reflect these reclagsifis.






CenturyLink, Inc.
CONSOLIDATED STATEMENTS OF INCOME
SIX MONTHS ENDED JUNE 30, 2014 AND 2013
(UNAUDITED)
(Dollars in millions, except per share amounts; r@sain thousands)

Six Months Ended June 30, 2014 Six Months Ended June 30, 2013
As adjusted As adjusted Increase
excluding excluding (decrease)
Less special Less special Increase excluding
As special items As special items (decrease) special
reported Items (Non-GAAP) reported Iltems (Non-GAAP) as reported items

OPERATING REVENUES*

Strategic $ 4,57¢ — 4,57¢ 4,35( — 4,35( 53% 5.3%

Legacy 3,63: = 3,63: 3,87¢ — 3,87¢ (6.9% (6.9%

Data integration 361 — 361 307 — 307 17.€% 17.€%

Other 507 — 507 50¢€ — 50¢€ 0.2% 0.2%

Total operating revenues 9,07¢ — 9,07¢ 9,03¢ — 9,03¢ 0.5% 0.5%

OPERATING EXPENSES

Cost of services and products 3,891 10 (2) 3,881 3,66¢ 6 (4) 3,66° 6.2 % 6.1%

Selling, general and administrative 1,674 83 (1) 1,591 1,632 48 (4) 1,58¢ 2% 0.4%

Depreciation and amortization 2,20( — 2,20( 2,24( — 2,24( (1.8% (21.8%

Total operating expenses 7,771 93 7,67¢ 7,541 54 7,481 — % — %

OPERATING INCOME 1,30¢ (93) 1,401 1,497 (54) 1,55] — % — %
OTHER INCOME (EXPENSE)

Interest expense (65€) — (65€) (647) — (647) 23% 2.3%

Other (expense) income 2 149 (2 16 43 37 (5) 6 (95.9% 166.7%

Income tax expense (25¢) 36 (3) (299 (332) 32 (6) (364) (22.9% (19.2%
NET INCOME $ 39¢ (73) 467 567 1E 552 — % 7S
BASIC EARNINGS PER SHARE $ 0.6¢ (0.12) 0.82 0.9¢ 0.0z 0.9C (25.8)% (8.9%
DILUTED EARNINGS PER SHARE  §$ 0.6¢ (0.1%) 0.8z 0.92 0.0z 0.9C (25.0% (8.9%
AVERAGE SHARES OUTSTANDING

Basic 571,22¢ 571,22¢ 611,862 611,862 (6.6)% (6.6)%

Diluted 572,244 572,244 613,33¢ 613,33¢ (6.7% (6.7%
DIVIDENDS PER COMMON SHARE $ 1.0¢ 1.0¢ 1.0¢ 1.0¢ — % — %

SPECIAL ITEMS

(1) Includes severance costs associated with recedtbeat reductions ($52 million), integration antergion costs associated with our acquisition oe@w$25 million) and
the impairment of two office buildings ($18 millipriess the offsetting impact of a litigation setlent in the amount of $2 million.

(2) Impairment of a non-operating investment ($14 )i
(3) Income tax benefit of Item (1).

(4) Includes severance costs associated with reductifamce initiatives ($11 million), integration, werance and retention costs associated with owisitign of Qwest ($18
million), integration, severance, and retentionts@ssociated with our acquisition of Savvis ($lliom) and an accounting adjustment ($18 million).

(5) Gain on the sale of a non-operating investment (88&n) and settlements of other non-operatirsyes ($5 million).
(6) Income tax expense of ltems (4) and (5) and a &blerfederal income tax settlement ($33 million).

*During 2013, we reallocated the discounts on aurdded services (local, long distance, and broadipemthe component products and services. Theffestt of the bundled
services reallocation was a reclassification ofaierrevenues from legacy services to strategivices. Also in 2013, we reallocated our CLEC revemimto their component
products and services. The net effect of this Clt&allocation was a reclassification of certain rewgs from strategic services to legacy services.Z0i3 information presented
here has been restated to reflect these reclagsifis.






CenturyLink, Inc.
CONDENSED CONSOLIDATED BALANCE SHEETS
JUNE 30, 2014 AND DECEMBER 31, 2013
(UNAUDITED)
(Dollars in millions)

June 30, December 31,
2014 2013
ASSETS
CURRENT ASSETS
Cash and cash equivalents 181 16¢
Other current assets 3,41 3,73¢
Total current assets 3,59¢ 3,907
NET PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment 35,40 34,30°
Accumulated depreciation (16,969 (15,667
Net property, plant and equipment 18,43t 18,64¢
GOODWILL AND OTHER ASSETS
Goodwill 20,67« 20,67«
Other, net 7,907 8,56(
Total goodwill and other assets 28,58: 29,23
TOTAL ASSETS 50,61« 51,781
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Current maturities of long-term debt 1,18¢ 78t
Other current liabilities 3,25¢ 3,62¢
Total current liabilities 4,44: 4,40¢
LONG-TERM DEBT 19,77: 20,18:
DEFERRED CREDITS AND OTHER LIABILITIES 9,80z 10,00¢
STOCKHOLDERS' EQUITY 16,59¢ 17,19:
50,61 51,781

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY




CenturyLink, Inc.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

SIX MONTHS ENDED JUNE 30, 2014 AND 2013
(UNAUDITED)
(Dollars in millions)

Six Months Ended June 30,

2014 2013
OPERATING ACTIVITIES
Net income $ 39¢ 567
Adjustments to reconcile net income to net caskigeal by operating
activities:
Depreciation and amortization 2,20( 2,24(
Impairment of assets 32 —
Deferred income taxes 20¢ 307
Provision for uncollectible accounts 63 65
Gain on sale of intangible assets — (32
Changes in current assets and current liabilities, (3649) (99
Retirement benefits (102) (220
Changes in other noncurrent assets and liabilities, 66 48
Other, net 10 (20
Net cash provided by operating activities 2,50¢ 2,85¢
INVESTING ACTIVITIES
Payments for property, plant and equipment andai@#med software (1,407 (1,410
Proceeds from sale of intangible assets or property — 75
Other, net (18 23
Net cash used in investing activities (1,419 (1,319
FINANCING ACTIVITIES
Net proceeds from issuance of long-term debt — 1,74C
Payments of long-term debt (121) (1,019
Net borrowings (payments) on credit facility 12C (775)
Dividends paid (61€) (661)
Net proceeds from issuance of common stock 32 40
Repurchase of common stock (493) (867)
Other, net 1 —
Net cash used in financing activities (1,077%) (1,54
Net increase in cash and cash equivalents 13 3
Cash and cash equivalents at beginning of period 16€ 211
Cash and cash equivalents at end of period $ 181 214




Total segment revenues
Total segment expenses
Total segment income

CenturyLink, Inc.
SELECTED SEGMENT FINANCIAL INFORMATION
THREE AND SIX MONTHS ENDED JUNE 30, 2014 AND 2013
(UNAUDITED)
(Dollars in millions)

Total segment income margin (segment income divided

by segment revenues)

Consumer

Revenues
Strategic services
Legacy services
Data integration

Expenses
Direct
Allocated

Segment income
Segment income margin

Business

Revenues
Strategic services
Legacy services
Data integration

Expenses
Direct
Allocated

Segment income
Segment income margin

Wholesale

Revenues
Strategic services
Legacy services

Expenses
Direct
Allocated

Three Months Ended June 30, * Six Months Ended June 30, *
2014 2013** 2014 2013**

$ 4,28¢ 4,27¢ 8,572 8,53:

2,11¢ 2,041 4,217 3,96¢

$ 2,17(¢ 2,23¢F 4,35k 4,56°
50.6% 52.%% 50.% 53.5%

$ 70¢ 653 1,411 1,29¢

79C 84C 1,59¢ 1,704

1 1 2 3

$ 1,50( 1,49¢ 3,00¢ 3,00t

$ 47¢ 45¢ 944 894

121 11€ 23¢ 22¢

$ 59¢ 574 1,182 1,12z

$ 901 92C 1,821 1,88
60.1% 61.6% 60.7% 62.6%

$ 663 61E 1,31¢ 1,22¢

715 744 1,44¢ 1,497

18¢€ 16¢€ 35¢ 304

$ 1,564 1,52t 3,12¢ 3,03(

$ 86¢€ 804 1,72 1,557

10€ 10¢ 21¢ 212

$ 972 912 1,93¢ 1,76¢

$ 592 612 1,18t 1,261
37.% 40.2% 37.%% 41.6%

$ 56¢ 571 1,13¢ 1,142

29¢ 33¢ 59C 674

$ 86¢€ 91C 1,72¢ 1,81¢

$ 46 50 87 80

237 251 A7z 49t




$ 28¢ 301 55¢ 57¢

Segment income $ 582 60¢ 1,16¢ 1,241
Segment income margin 67.2% 66.€% 67.1% 68.5%
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CenturyLink, Inc.
SELECTED SEGMENT FINANCIAL INFORMATION
THREE AND SIX MONTHS ENDED JUNE 30, 2014 AND 2013
(UNAUDITED)
(Dollars in millions)

Three Months Ended June 30, * Six Months Ended June 30, *
2014 2013** 2014 2013**
Hosting
Revenues
Strategic services $ 35¢ 347 71z 681
$ 35¢ 347 71z 681
Expenses
Direct $ 22€ 21t 464 424
Allocated 38 39 74 78
$ 264 254 53¢ 50z
Segment income $ 9 93 174 17¢
Segment income margin 26.2% 26.8% 24.4% 26.2%

* During the first quarter of 2014, we adopted severanges with respect to the assignment of ceetgirenses to our segments. We have restated the
previously reported segment results for the threbsax months ended June 30, 2013 to conform teuhent presentation. The nature of the most
significant changes and the related effect on segewpenses for the three and six months ended3yrz013 are as follows:

- The method for allocating certain shared costooSumer sales and care, including bad debt egperd credit card fees, was revised, which resulted
in an increase in consumer segment expenses oh#h and $42 million with a corresponding desean business segment expenses for the thre
and six months ended June 30, 2013, respectivedy; a

- Hosting segment expenses have been conformée t@porting of our other segments' expenses. f&@dlyi, our integration efforts and centralization
of certain administrative functions reached thenpaihere it has become more practical to discostinaluding certain finance, information
technology, legal and human resources expensas indasting segment, which resulted in a decrea$2bmillion and $39 million in hosting segm:
expenses for the three and six months ended Jyrg938, respectively.

** During 2013, we reallocated the discounts on omdbed services (local, long distance, and broadptanthe component products and services. The net
effect of the bundled services reallocation wasdassification of certain revenues from legacyises to strategic services. Also in 2013, we cealted
our CLEC revenues into their component productssamdices. The net effect of this CLEC reallocatias a reclassification of certain revenues from
strategic services to legacy services. The 20X8nmdtion presented here has been restated totriéfesse reclassifications.

See our SEC report for further information.
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CenturyLink, Inc.
RECONCILIATION OF NON-GAAP FINANCIAL MEASURES
(UNAUDITED)
(Dollars in millions)

Three Months Ended June 30, 2014 Three Months Ended June 30, 2013
As adjusted As adjusted
Less excluding Less excluding
As special special As special special
reported Items items reported Items items
Operating cash flow and cash flow margin
Operating income $ 65E (65) (1) 72C 71t (20) (2) 73t
Add: Depreciation and amortization 1,09¢ — 1,09 1,12¢ — 1,12:
Operating cash flow $ 1,74¢ (65) 1,81: 1,83¢ (20) 1,85¢
Revenues $ 4,541 — 4,541 4,52t — 4,52t
Operating income margin (operating income
divided by revenues) 14.0% 15.% 15.8% 16.2%
Operating cash flow margin (operating cash flow
divided by revenues) 38.5% 39.9% 40.6% 41.1%
Free cash flow
Operating cash flow $ 1,81: 1,85¢
Less: Cash paid for income taxes, net of refunds (13 (38
Less: Cash paid for interest, net of amounts
capitalized (407) (382)
Less: Capital expenditures (3) (729 (739
Add: Other income 7 4
Free cash flow (4) $ 677 702

SPECIAL ITEMS

(1) Includes severance costs associated with recedtbeat reductions ($33 million), integration antergion costs associated with our acquisition oe@w
($14 million) and the impairment of two office bdiihgs ($18 million).

(2) Includes severance costs associated with reduictifmce initiatives ($4 million), integration, serance and retention costs associated with ourisitqo

of Qwest ($11 million), integration, severance, agigntion costs associated with our acquisitioBafvis ($4 million) and an accounting adjustméit (
million).

(3) Excludes $8 million in second quarter 2014 and #8am in second quarter 2013 of capital expenditurelated to the integration of Embarg, Qwest and
Savvis.

(4) Excludes special items identified in items (1) é2&d
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CenturyLink, Inc.
RECONCILIATION OF NON-GAAP FINANCIAL MEASURES
(UNAUDITED)
(Dollars in millions)

Six Months Ended June 30, 2014 Six Months Ended June 30, 2013
As adjusted As adjusted
Less excluding Less excluding
As special special As special special
reported Items items reported Items items
Operating cash flow and cash flow margin
Operating income $ 1,30¢ (93 (1) 1,401 1,49 (59 (2) 1,551
Add: Depreciation and amortization 2,20( — 2,20( 2,24( — 2,24(
Operating cash flow $ 3,50¢ (99 3,601 3,731 (54) 3,791
Revenues $ 9,07¢ — 9,07¢ 9,03¢ — 9,03¢
Operating income margin (operating income
divided by revenues) 14.0% 15.4% 16.6% 17.2%
Operating cash flow margin (operating cash flow
divided by revenues) 38.6% 39.7% 41.2% 41.%
Free cash flow
Operating cash flow $ 3,601 3,791
Less: Cash paid for income taxes, net of refunds (23 (46)
Less: Cash paid for interest, net of amounts
capitalized (672) (647)
Less: Capital expenditures (3) (1,385 (1,399
Add: Other income 16 6
Free cash flow (4) $ 1,53i 1,70¢

SPECIAL ITEMS

(1) Includes severance costs associated with recedtbeat reductions ($52 million), integration antergion costs associated with our acquisition ofe@w
($25 million) and the impairment of two office bdiihgs ($18 million), less the offsetting impactediitigation settlement in the amount of $2 million

(2) Includes severance costs associated with reduictifamce initiatives ($11 million), integration, werance and retention costs associated with our
acquisition of Qwest ($18 million), integrationyseance, and retention costs associated with auisition of Savvis ($7 million) and an accounting
adjustment ($18 million).

(3) Excludes $16 million in second quarter 2014 and ®ilbon in second quarter 2013 of capital expemais related to the integration of Embarg, Qwesdt an
Savvis.

(4) Excludes special items identified in items (1) é2&d
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Broadband subscribers
Access lines

CenturyLink, Inc.
OPERATING METRICS
(UNAUDITED)

(In thousands)

As of As of As of
June 30, 2014 March 31, 2014 June 30, 2013
6,055 6,057 5,909
12,707 12,882 13,331
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CenturyLink, Inc.
SUPPLEMENTAL NON-GAAP INFORMATION - ADJUSTED DILUTE EPS
THREE AND SIX MONTHS ENDED JUNE 30, 2014 AND 2013
(UNAUDITED)
(Dollars in millions, except per share amounts)

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
(excluding special items)
Net income * $ 2475 24¢ 467 552
Add back:
Amortization of customer base intangibles:
Qwest 21€ 23C 43k 464
Embarq 3C 34 59 68
Savwvis 1€ 15 31 30
Amortization of trademark intangibles:
Qwest 5 11 11 23
Savwvis — 2 5 4
Amortization of fair value adjustment of long-tedabt:
Embarq 2 1 3 2
Qwest 12 a7) (24) (39
Subtotal 257 27€ 52C 557
Tax effect of above items (9€) (10¢) (19¢) (217)
Net adjustment, after taxes $ 161 16¢€ 322 34C
Net income, as adjusted for above items $ 40¢ 417 78¢ 892
Weighted average diluted shares outstanding 569.0 605.6 572.2 613.:
Diluted EPS (excluding special items) $ 0.4: 0.41 0.82Z 0.9C

Adjusted diluted EPS as adjusted for the abovedigturchas:

accounting intangible and interest amortizationsl(eding

special items) $ 0.72 0.6¢ 1.3¢ 1.4¢
The above schedule presents adjusted net incomadjunsted diluted earnings per share (both excugpecial items) by adding back to net income and
diluted earnings per share certain non-cash exptams that arise as a result of the applicatiobusiness combination accounting rules to our recen
acquisitions. Such presentation is not in accoreavith generally accepted accounting principlesrbahagement believes the presentation is useful to
analysts and investors to understand the impaagsogfing our business through acquisitions.

*See preceding schedules for a summary descripfispecial items.
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