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Unless the context requires otherwise, refereneekis report to "CenturyLink," "we," "us," and "durefer to CenturyLink, Inc. and its
consolidated subsidiaries, including SAVVIS, Ind &s consolidated subsidiaries (referred to aavV\8s") for periods on or after July 15,
2011, Qwest Communications International Inc. asdonsolidated subsidiaries (referred to as "QWestr periods on or after April 1, 2011
and Embarq Corporation and its consolidated sulzsids (referred to as "Embarq") for periods on dtea July 1, 2009.

PART |
ITEM 1. BUSINESS
Overview

We are an integrated communications comgaggaged primarily in providing an array of comnoations services 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.

Based on total access lines at Decembe2(11,, we were the third largest telecommunicatmomapany in the United States. We operate
almost 75% of our total access lines in portion€olorado, Washington, Arizona, Minnesota, Floridarth Carolina, Oregon, lowa, Utah,
New Mexico, Missouri and Nevada. We also providmlservice in portions of Idaho, Ohio, Wiscondiirginia, Texas, Pennsylvani
Montana, Alabama, Nebraska, Indiana, Arkansas, d&see, Wyoming, New Jersey, North Dakota, Soutlo@alkkansas, Michigan,
Louisiana, South Carolina, lllinois, Georgia, M&sppi, Oklahoma and California. In the portiortlufse 37 states where we have access lines
which we refer to as our local service area, weladncumbent local telephone company. We alsoadp&8 data centers throughout North
America, South America, Europe and Asia.

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

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

Acquisitions
Acquisition of Savvis

On July 15, 2011, we acquired all of théstanding common stock of Savvis, a provider ofidlbosting, managed hosting, colocation
network services in domestic and international reerkWe believe this acquisition enhances ourtghidi be an information technology partner
with our existing business customers and strengtben opportunities to attract new business custeinehe future. Each share of Savvis
common stock outstanding immediately prior to tbguésition converted into the right to receive $#0 share in cash and 0.2479 shares of
CenturyLink common stock. The aggregate considmmaif $2.382 billion consisted of:

. cash payments of $1.732 billion;
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. the 14.313 million shares of CenturyLink commorcktssued to consummate the acquisition,
. the closing stock price of CenturyLink common statkuly 14, 2011 of $38.54; a

. the estimated net value of the pre-combinationipomf certain share-based compensation awardsnesshy CenturyLink of
$98 million, of which $33 million was paid in cash.

Upon completing the acquisition, we als@®b47 million to retire certain pre-existing S&/debt and accrued interest, and paid related
transaction expenses totaling $15 million. The gaments required on or about the closing date Werded using existing cash balances,
which included the net proceeds from the June 2€diiance of senior notes with an aggregate prihaipaunt of $2 billion.

Acquisition of Qwes

On April 1, 2011, we acquired all of thestanding common stock of Qwest Communicationsihatgonal Inc. ("Qwest"), a provider of
data, Internet, video and voice services nationwiul globally. As of the acquisition date, Qwesved approximately 9.0 million access lines
and approximately 3.0 million broadband subscrilaeress 14 states. Each share of Qwest common atstanding immediately prior to the
acquisition converted into the right to receive8®4 shares of CenturyLink common stock, with caald n lieu of fractional shares. The
aggregate consideration was $12.273 billion based o

. the 294 million shares of CenturyLink common st@&dued to consummate the acquisiti
. the closing stock price of CenturyLink common statiarch 31, 2011 of $41.55;

. the estimated net value of the pre-combinationipomf share-based compensation awards assumedriyr@Link of
$52 million (excluding the value of restricted stancluded in the number of issued shares spec#isle); and

. cash paid in lieu of the issuance of fractionakrshaf $5 million.
We assumed approximately $12.7 billionawfg-term debt in connection with our acquisitiorafiest.
Acquisition of Embarg

On July 1, 2009, we acquired all of thestariding common stock of Embarqg Corporation ("Emfaa provider of data, Internet, video
and voice services. As of the acquisition date, &miserved approximately 5.4 million access lines @pproximately 1.5 million broadband
subscribers across 18 states. Each share of Erobamapon stock outstanding immediately prior to thguisition converted into the right to
receive 1.37 shares of CenturyLink common stock wash paid in lieu of fractional shares. The aggte consideration of $6.070 billion was
based on:

. the 196 million shares of CenturyLink common stegdued to consummate the acquisiti
. the closing stock price of CenturyLink common statkune 30, 2009 of $30.70; and

. the estimated net value of the pre-combinationigorf share-based compensation awards assumedriyr@Link of
$50 million (excluding the value of restricted ftancluded in the number of issued shares speciisle).

We assumed approximately $4.9 billion efgeerm debt in connection with our acquisitioreohbarg.
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In connection with the Embarq acquisitis®, amended our charter to eliminate our time-plasiag structure, which previously entitled
persons who beneficially owned shares of our comsatock continuously since May 30, 1987 to ten vpisshare.

Effect of Recent Acquisition
Our acquisitions since 2009 resulted iresghimportant changes to our operations, including

. providing services to an expanded number of de-populated markets, which tend to afford consumecsss to a great
range of competitive communications products tleess dense markets;

. reducing the percentage of our total revenue derik@m governmental support programs, which typyctdcus on disbursing
payments to companies operating in less denselylptga areas;

. expanding and reconfiguring our operating regianstorporate the Embarg and Qwest service arealar to provide déto-
day decision making at the regional level as opposehe more centralized structures formerly use&mbarq and Qwest; and

. offering certain services, such as cloud computingt CenturyLink did not historically provid
Other Acquisitions

On April 30, 2007, we acquired all of thestanding stock of Madison River CommunicationspgC¢'Madison River") for approximately
$322 million in cash. In connection with the acdios, we also paid approximately $522 million tgire all pre-existing Madison River debt
and accrued interest. At the time of this acquisitiMadison River operated approximately 164,0@@pminantly rural access lines in four
states.

In June 2005, we acquired fiber asset$imétropolitan markets from KMC Telecom Holdings:.Ifor approximately $76 million in
cash, which has enabled us to offer broadband amgetitive local exchange services to custometsase markets. During 2008, we sold the
assets in six of these markets in two separatedcions.

We regularly evaluate the possibility ofjating additional assets in exchange for cashyriies or other properties, and at any given
may be engaged in discussions or negotiations degpadditional acquisitions. We generally do nmb@unce our acquisitions or dispositions
until we have entered into a preliminary or defiritagreement.

References to Acquired Business

In the discussion that follows, we refethie business that we operated prior to the Qwezgtisition (including Embarq's business) as
"Legacy CenturyLink" and refer to the incrementasiness activities that we now operate as a reétiie Savvis acquisition and the Qwest
acquisition as "Legacy Sawvis" and "Legacy QweastSpectively.
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Financial and Operational Highlights

The following table summarizes the resafteur consolidated operations. Our operating tesotlude operations of Savvis for periods
after July 15, 2011, Qwest for periods after Aprik011 and Embarq for periods after July 1, 2009.

Years Ended December 31

2011 2010 2009
(Dollars in millions)
Operating revenue $ 15,35 7,042 4,974
Operating expenst 13,32¢ 4,98: 3,741
Operating incom $ 2,02t 2,06( 1,23:
Net income $ 57¢ 94¢ 647
December 31
2011 2010
(Dollars in millions)

Balance sheet dat
Total asset $ 56,13¢ 22,03¢
Total long-term deb®) 21,83¢ 7,32¢
Total stockholders' equit 20,821 9,64
1) Total long-term debt is the sum of current matesitof long-term debt and long-term debt on our clithsted balance sheets. For total obligations, see

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

December 31
2011 2010 2009
(in thousands)

Operational metrics

Total broadband subscribe 5,55¢ 2,34¢ 2,18¢
Total access lined) 14,58¢ 6,48¢ 7,02¢
1) Access lines are telephone lines reaching fronttistomers' premises to a connection with the psilicched telephone network, or PSTN.

Substantially all of our revenues are frrustomers located in the United States, and sutitgrall of our long-lived assets are located in
the United States.

Operations
Segments

For several years prior to 2011, we refbaigr operations as a single segment. However, @fteacquisitions of Qwest on April 1, 2011
and Savvis on July 15, 2011, we have reorganizedwsiness into the following operating segments:

. Regional markets Consists generally of providing strategic andalygproducts and services to residential consurasrall to
medium-sized businesses and regional enterpridgernass. Our
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strategic products and services offered to thestmers include our private line, broadband, MBfbtocol Label Switching
("MPLS"), hosting, video and wireless services. @gacy services offered to these customers indluchd and long-distance
service;

. Business marketsConsists generally of providing strategic andggproducts and services to enterprise and govarhm
customers. Our strategic products and servicesanff® these customers include our private lineatband, MPLS, hosting and
video services. Our legacy services offered todlmestomers include local and long-distance service

. Wholesale markets.Consists generally of providing strategic andatggproducts and services to other communications
providers. Our strategic products and servicegedféo these customers are mainly private lind(tfing special access) and
MPLS. Our legacy services offered to these custenmatude unbundled network elements ("UNEs") whatthw our wholesale
customers the use of our network or a combinatfayuo network and their own networks to provideocgoand data services to
their customers, long-distance and switched acersgces; and

. Sawvis operations Consists generally of the entire centr-managed operations of our Savvis subsidiaries, iwhiovides
hosting and network services primarily to busimasstomers. Some of these services are the sarhesesgrovided through our
business markets segment. In the future, we magssfy the revenues and expenses associatedheitle business markets
services as part of our Savvis operations segrilentever, until we are able to further integrate &@gSavvis, we will continu
to classify those services as part of the businesgets segment.

The following table shows the compositidroor revenues by segment. Due to system limitatiare have determined that it is
impracticable to restate 2009's reportable segmastfor several years prior to 2011 we reportacbperations as a single segment. For
additional information on our segment data, sem Be'Notes to Consolidated Financial Statementghisfreport.

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

Percentage of revenu

Regional market 51% 66% (15%)
Business markel 19% 4% 15%
Wholesale market 21% 22% (1%)
Savvis operation 3% — 3%
Other operating revenu 6% 8% (2%)
Total 100% 100%

Although we now report financial informatiseparately for each of our segments, our segimiemimation does not include total assets
and capital expenditures, which we manage on aaleagtd basis and are only reviewed by our chiefrapng decision maker ('‘CODM") on a
consolidated basis. As we continue to integraterecent acquisitions, we may make further changesit segment reporting. Our segment
results are not necessarily indicative of the tesefl operations that our segments would have aetlibad they operated as stand-alone entities
during the periods presented.

Products and Service

Our products and services include a vawétyoice, broadband, data, information technol@y/"), video and other communications
services. In 2011, we expanded our IT serviceadlude cloud hosting, managed hosting, colocatiahreetwork services. Through our
strategic partnership
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with DIRECTYV, we offer satellite digital televisian customers in our local service area. We alfgr @fireless services to customers through
our strategic partnership with Verizon Wireless.

We offer our customers the ability to bunttigether several products and services. For eeamp offer integrated and unlimited local
and long-distance services. Our customers carbaisdle two or more services such as broadbandpideluding DIRECTYV), voice and
Verizon Wireless services. We believe our custoraahse the convenience of and price discounts &ssalcwith receiving multiple services
through a single company.

Most of our products and services are gtediusing our telecommunications network, whichsggia of voice and data switches, copper
cables, fiber-optic cables and other equipment.r@twork serves approximately 14.6 million accésssl and forms a portion of the public
switched telephone network, or PSTN.

Described below are our key products amdices.
Strategic Services

Our customers use our strategic servicestess the Internet, connect to private netwankstiensmit data. We also provide value-added
services and integrated solutions that make comratiohs more secure, reliable and efficient for @ustomers. We focus our marketing and
sales efforts on these services:

. Private line. Private line is a direct circuit or channel sfieally dedicated for the purpose of directly coatieg two or more
sites. Private line offers a high-speed, secunatisol for frequent transmission of large amountdatfa between sites. We also
provide private line services to wireless servicevjalers that use our fiber to the tower servicespmonly referred to as
wireless backhaul, to support their next generatioeless networks.

. Broadband. Our broadband services allow customers to corodtie Internet through their existing telephanes and fiber-
optic cables at high speeds. Substantially allusflavoadband subscribers are located within ouwllservice area.

. MPLS. Multi-Protocol Label Switching is standards-apgrd data networking technology, compatible withsérg
asynchronous transfer mode, or ATM, and frame re&tyorks we provide to support reahe voice and video. This technolc
allows network operators flexibility to divert anolute traffic around link failures, congestion amuattlenecks.

. Hosting. Hosting includes providing space, power, bandwattd managed services in our data centers. WeHesoa variety
of server and application management servicesydireg cloud, back-up, disaster recovery and pradess web design.

. Video. Our video services include our facili-based video, marketed as CenturyLink™ Prism™, whi@n advance
entertainment service option that allows our cugtiento watch hundreds of channels and record €gutcshows on one home
digital video recorder. We also offer satelliteitifjitelevision under an arrangement with DIRECTdttallows us to market, s
and bill for its services under its brand name.

. VolP. Voice over Internet Protocol, or VolP, is a réaie, two-way voice communication service (simiiawour traditional
voice services) that originates over a broadbamshection and often terminates on the PSTN.

. Wireless service! Our wireless services are offered under an agarmeyygement with Verizon Wireless that allowsal

market, sell and bill for its services under itard name, primarily to customers who buy theseices\as part of a bundle with
one or more of our other products and servicess @trangement allows us to sell the full complenaéiterizon Wireless
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services. Our current arrangement with Verizon W&g® has a five-year term ending in 2015 and msiteable by either party
thereafter.

Legacy Services
Our legacy services represent our tradiipione services, which include the following:

. Local. We offer local calling services for our regioaald business markets customers within our locaicearea, generall
for a fixed monthly charge. These services incladeimber of enhanced calling features and otheices;, such as call
forwarding, caller identification, conference cadi voicemail, selective call ringing, call waitiagd maintenance services, for
which we generally charge an additional monthly #&e also generate revenues from non-recurringcesysuch as inside wire
installation, service activation and reactivation.

For our wholesale customers, local calling servinekide primarily resale and UNEs, which allow eholesale customers to
use our network or a combination of our network Hrar own networks to provide voice and data sswito their customers. It
also includes network transport, billing serviced access to our network by other telecommunicatpoviders and wireless
carriers. Local calling services provided to oumigsale customers allow other telecommunicatiomspamies the ability to
originate or terminate telecommunications servamesur network;

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

. Switched access service$Ve sell various forms of switched access servicegreline and wireless service providers for the
use of our facilities to originate and terminateittinterstate and intrastate voice transmissions.

Data Integration

Data integration involves the sale of telamunications equipment located on customers' ge=srand related professional services. T
services include network management, installatimhraaintenance of data equipment and building oppetary fiber-optic broadband
networks for our governmental and other businestocuers.

Other Revenues

We also generate other operating revermoes fJniversal Service Fund ("USF") revenues andlsanges and the leasing and subleasir
space in our office buildings, warehouses and gthgperties. We centrally manage this revenue camdequently it is not assigned to any of
our three categories described above. The majofityr real estate properties are located in ocalleervice area.

Additional Information

During 2008, we paid an aggregate of apprately $149 million for 69 licenses in the FCQx#on of 700 megahertz wireless spectr
We are continuing to evaluate our options assatiaith owning this spectrum.

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

For further information on regulatory, teckogical and competitive changes that could impactrevenues, see "Regulation" and
"Competition" under this Item 1 below and "Risk teas" under
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Item 1A below. For more information on the finad@antributions of our various services, see Iteof this annual report.
Importance, Duration and Effect of Patents, Trademaks and Copyrights

Either directly or through our subsidiarie® own several patents, tradenames, trademarggrights and other intellectual property
necessary to conduct our business, such as ouni@keimk™ and Prism™ brand names. Our services aftthe intellectual property of
others, including licensed software. We also oaraly license our intellectual property to others.

Sales and Marketing

We maintain local offices in most of theglar population centers within our local serviceaarThese offices provide sales and customer
support services in the community. We also relyponcall center personnel to promote sales of sesvihat meet the needs of our customers.
Our strategy is to enhance our communications cesvdy offering a comprehensive bundle of senéeekdeploying new technologies to bi
upon our reputation and to further enhance custdoyaity.

We conduct most of our operations undetttamd name "CenturyLink." Our satellite televisgsrvice is offered on a co-branded basis
under the "DIRECTV" name. Our switched digital tes#on service offering is branded under the naP®sin™." The wireless service that we
offer under our agency agreement with Verizon Vésslis marketed under the "Verizon Wireless" brearde. Currently, all IT and other
services furnished through our Savvis operatioasraarketed under the "Savvis" brand name.

Our approach to our residential customerpheasizes customer-oriented sales, marketing anitsevith a local presence. We market our
products and services primarily through direct Sadgpresentatives, inbound call centers, locail tares, telemarketing and third parties. We
support our distribution with direct mail, bill iegs, newspaper advertising, website promotionsliptelations activities and sponsorship of
community events.

Our approach to our business customerades a commitment to deliver communications sohstithat meet existing and future business
needs through bundles of services and integrat@itseofferings. Our focus is to be a comprehensivg&omer communications solution for
small businesses to large enterprises.

Our approach to our wholesale customeisidies a commitment to deliver communications sohgithat meet existing and future natic
telecommunications providers' needs through banttivgicbwth and quality of services.

Our Savvis operations utilize a solutiorsdxd selling approach. By working directly with paial and existing clients, we are able to
understand our clients' IT infrastructure and Ioeign goals. We also market through indirect chasyrietluding collaborations with existing
clients and technology providers, telecommunicaioompanies and system integrators.

Network Architecture

Most of our products and services are gtediusing our telecommunications network, whichsggia of voice and data switches, copper
cables, fiber-optic cables and other equipment.l@eal exchange carrier networks also include egwtifices and remote sites, all with
advanced digital switches and operating with lieehsoftware. Our fiber-optic cable is the primagnsport technology between our central
offices and interconnection points with other indaemt carriers. We also maintain separate netwarksmnnection with providing fiber
transport services.
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We continue to enhance and expand our mkta®broadband enabled technologies are beingyksbto provide significant capacity to
our customers. Rapid and significant changes imntelogy are expected to continue in the telecompatitins industry. Our future success \
depend, in part, on our ability to anticipate addgt to technological changes.

Regulation

We are subject to significant regulationthy Federal Communications Commission ("FCC"),cvhiegulates interstate communications,
and state utility commissions, which regulate istiaée communications in our local service areasé&lagencies issue rules to protect
consumers and promote competition; they set tles thiat telecommunication companies charge eaeh fithexchanging traffic; and they
have established funds (called universal servind$lwor USF) to support the provision of servicekigih-cost areas. In most states, local voice
service, switched and special access servicesnéer@ddnnection services are subject to price réigulaalthough the extent of regulation varies
by type of service and geographic region. In addijtive are required to maintain licenses with t8€Fand with the utility commissions of
most of the states in our local service area. Lamgsregulations in many states restrict the maimehich a licensed entity can interact with
affiliates, transfer assets, issue debt and enigagher business activities and many mergers agdisitions require approval by the FCC and
some state commissions.

Historically, incumbent local exchange @8, or ILECs, operated as regulated monopoliggbahe exclusive right and responsibility
provide local telephone services in their francthiservice territories. As we discuss in greateaitibelow, passage of the Telecommunications
Act of 1996, coupled with state legislative andulagpry initiatives and technological change, fuméatally altered the telephone industry by
generally reducing the regulation of ILECs and ingga substantial increase in the number of coitgret We are considered an ILEC. The
following description discusses some of the majdustry regulations that affect our traditionaéf#ione operations, but numerous other
regulations not discussed below could also impacSome legislation and regulations are curreh#ysubject of judicial proceedings,
legislative hearings and administrative proceedimgich could substantially change the manner inciiihe telecommunications industry
operates and the amount of revenues we receivaifagervices. Neither the outcome of these proogsdinor their potential impact on us, can
be predicted at this time. The impact of regulatrgnges in the telecommunications industry coaleha substantial impact on our operati
For further information, see Item 1A of this anntegort below.

State Regulatior

In recent years, most states have subatiynteduced their regulation of ILECs. Nonethe)esdate regulatory commissions generally
continue to regulate local service rates, intrastéatess charges, and in some cases service gasalttyey continue to grant and revoke
certifications authorizing companies to provide coummications services. State commissions traditipmegulated pricing through "rate of
return” regulation that focused on authorized Iewélearnings by ILECs. Several states continuedalate us in this manner. In most of our
states, we are generally regulated under variamssof alternative regulation that typically linaitir ability to increase rates for basic local
voice service, but relieve us from the requirentemheet certain earnings tests. In a few statesjave recently gained pricing freedom for the
majority of retail services except for the mostibaf services, such as stand-alone basic resalarice service. In most of the states in which
we operate, we have gained pricing flexibility éamrtain enhanced calling services, such as caliatification and for bundled services that
also include local voice service. State commissperdically conduct proceedings to review thesahat we charge other
telecommunications providers for using our netwarkor reselling our service pursuant to the Teteownications Act of 1996, and those
proceedings can result in revenue reductions.
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We are currently responding to carrier ctaimps, legislation or generic investigations refyjag our intrastate switched access charge rate:
in several of our states. In particular, certaimglalistance providers have disputed existing iateier compensation rates payable to us and
other ILECs with respect to VolP traffic or refusedpay access charges, based on the contentibtattifed switched access charges should
not apply to VolIP traffic. On October 27, 2011, feC adopted an order comprehensively reformingriddntercarrier compensation and
universal service policies and rules, as discufistider below under the heading "Federal Reguldtidmong other things, this order
preempted state regulatory commissions' jurisdictieer all terminating access charges, howeveagstdte access charges have historically
been subject to exclusive state jurisdiction. Femtiore, the FCC decreed that on a prospective,hasgscarrier compensation rates for VolP
traffic are established at interstate access mtige event intrastate switched access rates éxntarstate rates.

The FCC order requires all terminating asamtes including intrastate, interstate and recgd compensation rates to be reduced and
unified over time. Excluding the rate implicatiocentemplated on a prospective basis by the redg@tdrder, we will continue to vigorously
defend and seek to collect our intrastate swit@dweess revenue subject to outstanding disputeseThistorical disputes are primarily over
access charge compensation for VolP traffic tertimgeaon the public switched telephone network. dhecomes of these disputes cannot be
determined at this time. If we are required to mEdaur intrastate switched access rates as a oésany of these disputes or state initiatives
will seek to recover displaced switched accessmese from state universal service funds or othesices. However, the amount of such
recovery, particularly from residential customéssjot assured.

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

As an ILEC, we generally face "carrier @t resort” obligations which include an ongoinguieement to provide service to all prospec
and current customers in our service area who steegvice and are willing to pay rates prescribealr tariffs. In competitively-bid
situations, such as newly-constructed housing deveénts or multi-tenant dwellings, this may congita competitive disadvantage to us if
competitors can choose to focus on low-risk prbfgacustomers and withhold service from higgk unprofitable customers. Strict adherenc
carrier of last resort requirements may force usotastruct facilities with a low likelihood of pdisie economic return. In certain cases, we seek
to mitigate these risks by receiving regulatoryrappl to use less costly alternative technologesh as fixed wireless, or by sharing network
construction costs with our customers. In additeofew of our states provide relief from these gdiions under certain specific circumstances,
and in certain areas our costs to build and maimtetwork infrastructure are partially offset byypeents from universal service programs.

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

Federal Regulation

We are required to comply with the Commatians Act of 1934, which requires us to offer $g#g at just and reasonable rates and on
non-discriminatory terms, as well as the Telecomications Act of 1996, which amended the CommunicetiAct of 1934 primarily to
promote competition.
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The FCC regulates interstate services pea/by us, including the special access chargdsiliffer wholesale network transmission and
the interstate access charges that we bill to liance companies and other communications corpamiconnection with the origination &
termination of interstate voice and data transroissi Additionally, the FCC regulates a number gleass of our business related to privacy,
homeland security and network infrastructure, idizlg access to and use of local telephone numbbhesFCC has responsibility for
maintaining and administering the federal USF, Wwhicovides substantial support for maintaining reels in high-cost areas, as well as
supporting service to low-income households, schant libraries, and rural health care provideilse bther communications network
operators, ILECs must obtain FCC approval to ustireradio frequencies, or to transfer contron§ such licenses. The FCC retains the
to revoke these licenses if a carrier materialbfates relevant legal requirements.

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

Our operations and those of all telecommations carriers also may be impacted by legisiadiod regulation imposing new or greater
obligations on us. The most likely areas of impaclude regulations or laws related to providingdtband service, bolstering homeland
security, increasing disaster recovery requiremenisimizing environmental impacts, enhancing peivaor addressing other issues that im
our business, including the Communications Asstador Law Enforcement Act, and laws governing ldeephone number portability and
customer proprietary network information requiretseifhese laws and regulations may cause us to autlitional costs and could impact our
ability to compete effectively.

From time-to-time, the FCC reviews the sedad terms under which ILECs provide special acsesvices. If the FCC were to adopt
significant changes in regulations affecting splemi@ess services, this could adversely impacbparations or financial results.

Universal Service Fund and Other Related Matters

For decades, the FCC has regularly consitiearious intercarrier compensation reforms, gatlyewith a goal to create a uniform
mechanism to be used by the entire telecommuniatiaustry for payments between carriers originggtierminating, or carrying
telecommunications traffic. In connection therewitie FCC has received intercarrier compensatiopgsals from several industry groups,
solicited public comments on a variety of topidated to access charges and intercarrier compenséi early 2011, the FCC issued a notice
of proposed rulemaking focused on modernizingisersal service policies and intercarrier compgosaules.

On October 27, 2011, the FCC adopted then€ct America and Intercarrier Compensation Reforder ("CAF order") intended to
reform the existing regulatory regime to recogringoing shifts to new technologies, including VodRd gradually re-direct universal service
funding to foster nationwide broadband coveragés Titial ruling provides for a multi-year transit over the next decade as intercarrier
compensation charges are reduced, universal sdwriding is explicitly targeted to broadband depi@nt, and subscriber line charges paid by
end user customers are gradually increased. Thesges will substantially increase the pace ofegdns in the amount of switched access
revenues we receive in our wholesale segment, wlelating opportunities for increases in federaF&8d retail revenue streams. The ultin
effect of this order on communications companidargely dependent on future FCC proceedings desigmimplement the order, the most
significant of which are scheduled to be determiime2012 and 2013.
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On December 29, 2011, the CAF order wetat éffect. At the same time, numerous parties fieéeetition For Reconsideration ("PFR")
with the FCC seeking numerous revisions to theroldeJanuary 2012, we joined more than two dozatigs in appealing certain aspects of
the order by filing a PFR that will be heard by theited States Tenth Circuit Court of Appeals. Fefudicial challenges to the CAF order are
possible, which could alter or delay the FCC's pegul changes. In addition, based on the outcortieediCC proceedings, various state
commissions may consider changes to their univeesaice funds or intrastate access rates. Foe tfeasons, we cannot predict the ultimate
impact of these proceedings on us at this time.

The following table reflects the minutexenn components of our intercarrier compensatioemaes for the year ended December 31,
2011:

Originating Traffic Terminating Traffic
Minutes Yield Minutes Yield
(in thousands) (in thousands)

Revenues
Interstate switched

acces: 11,397,31 $ 0.0041 12,960,38 $ 0.005"
Intrastate switche

acces: 2,054,01. $ 0.025( 5,911,02: $ 0.0297
Local interconnectiol 14,911,200 $ 0.007(

The American Recovery and ReinvestmentoA@009 (the "Recovery Act") includes certain bribadd initiatives that are intended to
accelerate broadband deployment across the UniggdsS The Recovery Act approved $7.2 billion inding for broadband stimulus projects
across the United States to be administered bygtwernmental agencies. The programs provide gearttdoans to applicants for construction
of certain broadband infrastructure, provision eftain broadband services, and support of cert@iadiband adoption initiatives. This program
has attracted a wide range of applicants inclugiages, municipalities, stamp companies and consortiums. The participationtioér parties il
these programs could increase competition in ssdeateas, which may increase our marketing costslacrease our revenues in those areas.
We cannot at this time estimate the impact thesgrams may have on our operations.

On January 31, 2012 the FCC adopted arr anddernizing the program that provides assistamegialifying low-income individuals for
local voice service. These changes also affea-siatcific programs that provide assistance toifyirad individuals. The impact of these
changes cannot be quantified at this time, but \&g face increased administrative costs and augiitirements as a result of this FCC order
and its implementation.

For several years, Congress has passsdjbdhting successive short-term exemptions frdedaral law that could otherwise delay or
block funding of the USF's E-rate program, includabill extending the exemption through Decemidgr2®12. Although we expect funding
from this program to continue, we cannot assuretfiatithe lack of a definitive resolution of thisiuie will not delay or impede the
disbursement of funds in the future.

We received approximately $510 million, $448illion and $385 million of revenue from fedegadd state universal service programs for
the years ended December 31, 2011, 2010 and 26p8atévely. Such amounts represented approximat8kb, 6.1% and 7.7% of our 2011,
2010 and 2009 total operating revenues, respegtivel

Competition

We compete in a rapidly evolving and higbbympetitive market and we expect intense compatitb continue. We compete with cable
companies, wireless providers, and national telesonications providers, such as AT&T, Inc. and VeniZommunications Inc.
Technological
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advances, regulatory and legislative changes hrreased opportunities for alternative communicatigervice providers, which in turn have
increased competitive pressures on our businegseTélternate providers often face fewer regulatéord have lower cost structures than we
do. In addition, the telecommunications industrg Baperienced substantial consolidation over tis¢ gigcade and some of our competitors are
generally larger, may have more financial and bessiresources and have broader service offeriagswk currently do.

Over the past decade, fundamental techizabgegulatory and legislative changes have fiigantly impacted the communications
industry, and we expect these changes will contiRuienarily as a result of regulatory and technaabchanges, competition has been
introduced and encouraged in each sector of therzoritations industry in recent years. As a resudtjncreasingly face competition from
other communication service providers, as furthescdbed below.

Wireless telephone services increasinghstitute a significant source of competition witlr &LEC services, especially since wireless
carriers have begun to compete effectively on @séshof price with more traditional telephone segi As a result, some customers have
chosen to completely forego use of traditional Wieephone service and instead rely solely on wsglservice for voice services. We antici
this trend will continue, particularly if wirelesgrvice providers continue to expand their coveeages, reduce their rates, improve the quality
of their services, and offer enhanced new servigabstantially all of our access line customerscareently capable of receiving wireless
services from at least one competitive service iplezv Technological and regulatory developmentsineless services, personal
communications services, digital microwave, saggltoaxial cable, fiber optics, local multipoinstibution services, WiFi, and other wired
and wireless technologies are expected to furtaemjp the development of alternatives to traditidaadline services. Moreover, the growing
prevalence of electronic malil, text messaging,aowtworking, and similar digital communicatiormtinues to reduce the demand for
traditional landline voice services.

The Telecommunications Act of 1996, whithigates ILECs to permit competitors to intercortribeir facilities to the ILEC's network
and to take various other steps that are designptbtnote competition, imposes several duties olLBR if it receives a specific request from
another entity which seeks to connect with or pite\gervices using the ILEC's network. In additimench ILEC is obligated to (i) negotiate
interconnection agreements in good faith, (ii) pdewnondiscriminatory "unbundled" access to alleasp of the ILEC's network, (iii) offer
resale of its telecommunications services at wiaddeates and (iv) permit competitors, on termseorlitions (including rates) that are just,
reasonable and nondiscriminatory, to collocater thieysical plant on the ILEC's property, or provideual collocation if physical collocation
is not practicable. Current FCC rules require ILE€Ckase a network element only in those situatiwhere competing carriers genuinely
would be impaired without access to such netwoekneints, and where the unbundling would not interfegth the development of facilities-
based competition.

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

As noted above, wireless and other conipetiervices providers have been increasingly agire in seeking and obtaining USF support
funds. This support is likely to encourage add#ilccompetitors to enter our high-cost service areas

Technological developments have led todinelopment of new services that compete with tiauhl ILEC services. Technological
improvements have enabled cable television compdaiprovide traditional circuit-switched telephaeevice over their cable networks, and
several national cable companies have aggresgiesued this opportunity.
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Similar to us, many cable, technology dreotcommunications companies that previously offeréimited range of services are now
offering diversified bundles of services, eithemotigh their own networks, reselling arrangementgiot ventures. As such, a growing number
of companies are competing to serve the communitatieeds of the same customer base. Such astiwitlecontinue to place downward
pressure on the demand for our access lines amatitieg of our services.

In addition to facing direct competitiomifin those providers described above, ILECs incrghsiace competition from alternate
communication systems constructed by long distaaceers, large customers or alternative accesdorenThese systems are capable of
originating or terminating calls without use of th&Cs' networks or switching services. Other pttdrsources of competition include non-
carrier systems that are capable of bypassing ILBCal networks, either partially or completelgrgugh various means, including the
provision of special access or independent switckarvices and the concentration of telecommuminatiraffic on a few of the ILECs' access
lines. We anticipate that all these trends willtomre and lead to decreased use of our networks.

Below is more specific information on hdwese trends in competition have impacted our setgnen
Regional Markets
Strategic Services

With respect to our strategic services, petition is based on price, bandwidth, servicenmtions and bundled offerings. Wireless
carriers' fourth generation, or 4G, services dnahg them to more directly compete with our ®a€ services. In reselling DIRECTV video
services, we compete primarily with cable and ot#ellite companies as well as other sales agewtsesellers. Many of our competitors for
these strategic services are not subject to the sagulatory requirements as we are and therefieyedre able to avoid significant regulatory
costs and obligations.

Our strategy is to focus on increasingshiescribers of our broadband services. In ordegrttain competitive, we believe continually
increasing connection speeds is important. Asatrese continue to invest in our fiber to the nodeFTTN, deployment, which allows for t
delivery of higher speed broadband services. Walditional ATM-based broadband services are declining, they hese imore than offset |
growth in fiber-based broadband services. We adsicue to expand our product offerings includiagilities-based video services and
enhance our marketing efforts as we compete intanmg market in which a significant portion of camers already have broadband services.

Legacy Services

Although our status as an ILEC continueprttvide us some advantages in providing legacyices in our local service area, we
increasingly face significant competition as arré@asing number of consumers are willing to sulistitable, wireless and electronic
communications for traditional voice telecommuriimas services. This has led to an increase in tineber and type of competitors within our
industry and a decrease in our market share. &sutrof this product substitution, we face greatempetition in providing local and long-
distance services from wireless providers, reseli@d sales agents (including ourselves) and fraadiband service providers, including cable
companies. We also continue to compete with trawliti telecommunications providers, such as naticaalers, smaller regional providers,
CLECs and independent telephone companies.

Our strategy to reduce access line lobased primarily on our pricing, packaging of seegi@and features, quality of service and meeting
customer care needs. While bundle price discoumts hesulted in lower average revenues for ouriddal services, we believe service
bundles continue to positively impact our custone¢ention. In addition to our bundle discounts,also offer limited
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time promotions on our broadband service for prospe customers who want our broadband servickéir bundle which further aids our
ability to attract and retain customers and ineagsage of our services.

Business Market:
Strategic Services

In connection with providing strategic Sees to our business customers, we compete priynaitih cable companies, interexchange
carriers and other broadband service providers.g&tition is based on price, bandwidth, servicepmtions and bundled offerings. In
addition, our mix of total revenues derived fronsimess customers continues to migrate from legaoyices to strategic services as our
enterprise and government customers increasinghadd customized and integrated data, Internet aiwe \services.

Our strategy is based primarily on pricipgckaging of services and features, quality ofiserand meeting customer care needs.
Although we are experiencing price compression umnstrategic services, we expect overall revent@s these services to grow.

Legacy Services

In providing our legacy services to ouribass market customers, we face the same compepitassures as we face in providing our
strategic services, as discussed above.

Data Integration

In providing data integration to our custrs) we compete primarily with large integratogipment providers and national
telecommunication providers. Competition is basegackage offerings and as such we focus on pruyittiese customers individualized and
customizable packages. Our strategy is to provigedata integration through packages that inclutlercstrategic and legacy services. As s
in providing data integration we often face manyhaf same competitive pressures as we face ingimystrategic and legacy services, as
discussed above.

Wholesale Markets
Strategic Services

In providing private line (including spek#ccess) services to our wholesale markets custywe compete with large cable companie
well as other regional and national carriers ameiofiber providers and CLECs. Demand for our gavae services continues to increase,
despite our customers' optimization of their netgpidustry consolidation and technological migmatWhile we expect that these factors
will continue to impact our wholesale markets segitnee ultimately believe the growth in fiber-basgrbcial access provided to wireless
carriers for backhaul will, over time, offset thectine in copper-based special access providedrédess carriers as they migrate to Ethernet
services, although the timing and magnitude of thédinological migration is uncertain.

Legacy Services

The provision of our legacy services toeotbommunications providers is highly competitiged has been and will continue to be
adversely affected by technological migration, istiy consolidation and rate reductions. We facaiiant competition for access services
from CLECs, cable companies, resellers and wiredesgce providers as well as some of our own wdaemarkets customers, which are
deploying their own networks to provide customeithwocal services. By doing so, these competitediice traffic on our network. In
addition, our long-distance revenues continue tdie
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as a result of customer migration to more techriotdly advanced services, price compression, aetinileg demand for traditional voice
services.

Savwvis Operation:

Our competitors for hosting, colocation arider IT services range from telecommunicatiomaganies, hardware manufacturers and
system integrators that support the in-house ITaimns for a business or offer outsourcing sohgidue to the size and capacity of some of
these companies, they may be able to offer mosgaresive solutions to our customers. To competefpaes on providing complex, secure
and performance-driven services to our busines®ugss through our global infrastructure. Our segsican be purchased individually or as
part of a total outsourcing arrangement. Our keygrowth include targeting the right clients, offfigrtargeted business solutions to solve
specific client needs and delivering compelling anthprehensive technical capabilities.

For our colocation services, we continusde pricing pressures with respect to these sras low-cost wholesale colocation providers
continue to enter our market, and we expect teisdito continue. Our Savvis network services cometito see pricing pressures on virtual
private network and bandwidth services offset liyd@ases in network services that support our cttwmtand managed hosting service
offerings.

Environmental Compliance

As discussed in greater detail in Item &g report, several decades ago one of our siabigisl acquired entities that may have owned or
operated seven former "manufactured gas" plarg #itgt may require environmental remediation. Ftiome to time we may incur other
environmental compliance and remediation expemasly resulting from the ownership of other priodustrial sites or the operation of
vehicle fleets or power supplies for our communaa equipment. Although we cannot assess withairgyt the impact of any future
compliance and remediation obligations, we do mtieke that future environmental compliance andegiation expenditures will have a
material adverse effect on our financial conditimnesults of operations.

Seasonality

Overall, our business is not significarithpacted by seasonality. From time to time weathkted problems have resulted in increased
costs to repair our network and respond to semadis in some of our markets. The amount and tinoiiipese costs are subject to the weather
patterns of any given year, but have generally thégimest during the third quarter and have beeatad|to damage from severe storms,
including hurricanes, tropical storms and tornadoesur markets along the lower Atlantic and GulfMexico coastlines.

Employees

At December 31, 2011, we had approximaa8lyp00 employees, of which approximately 20,000eweembers of either the International
Brotherhood of Electrical Workers ("IBEW") or th@@munications Workers of America ("CWA"). We belkethat relations with our
employees continue to be generally good.

Approximately 15,000 of the unisapresented employees are subject to collectivgalidng agreements that expire throughout 2012
the discussion of risks relating to our labor riela in "Risk Factors—Other Risks" in Item 1A ofstheport.

Our headcount is significantly higher thavious years due to our acquisition of Qwest pnilA, 2011 and Savvis on July 15, 2011.
have partially offset these increases with redustiof
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our workforce primarily due to (i) integration effe from our acquisitions of Qwest and Savvis;i(ijreased competitive pressures; and
(iii) the loss of access lines over the last sdwazars.

Website Access and Important Investor Information

Our website imww.centurylink.com The information contained on, or that may be ssed through, our website is not part of this ahnua
report. You may obtain free electronic copies af aonual reports on Form 10-K, quarterly reports-omrm 10-Q, current reports on Form 8-K
and all amendments to those reports in the "Invdsétations" section of our websité enturylink.com) under the heading "SEC Filings."
These reports are available on our website as apoeasonably practicable after we electronicédiytifiem with the Securities and Exchange
Commission, or SEC.

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

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

In connection with filing this annual repasur chief executive officer and chief financidficer made the certifications regarding our
financial disclosures required under the SarbandsyOAct of 2002, and the Act's related regulatidnsaddition, during 2011, our chief
executive officer certified to the New York StockdBange that he was unaware of any violations byf tise New York Stock Exchange's
corporate governance listing standards.

Special Note Regarding Forward-Looking Statements

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

. statements concerning the benefits that we expi#latesult from our business activities and cert@amsactions we hay
completed, such as increased revenue and decressiéal or operating expenditures;

. statements about our anticipated future operatimgfimancial performance, financial position arguldity, tax position,
contingent liabilities, growth opportunities anadgth rates, acquisition and divestiture opportesitibusiness prospects,
regulatory and competitive outlook, investment argdenditure plans, investment results, financitgrahtives and sources and
pricing plans; and
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. other similar statements of our expectations, telfature plans and strategies, anticipated deweénts and other matters that
are not historical facts, many of which are highteg by words such as "may," "would," "could," "shdy" "plan," "believes,"
"expects," "anticipates," "estimates," "projectéitends," "likely," "seeks," "hopes," or variati®or similar expressions.

These forward-looking statements are bapea our judgment and assumptions as of the datestatements are made concerning future
developments and events, many of which are outdider control. These forwardoking statements, and the assumptions upon vithiahare
based, are inherently speculative and are sulgjagtdertainties that may cause our actual resulbe tmaterially different from any future
results expressed or implied by us in those stat&sn8ome of these uncertainties and risks areidbeddn "Risk Factors” in Item 1A of this
report.

These risk factors should be considerembimection with any written or oral forward-lookisgatements that we or persons acting on our
behalf may issue. Anticipated events may not oaeogrour actual results or performance may diffetenialy from those anticipated, estima
or projected if one or more of these risks or utairties materialize, or if underlying assumptignsve incorrect. Additional risks that we
currently deem immaterial or that are not presekiigwn to us could also cause our actual resultsfter materially from our expected results.
Given these uncertainties, we caution investorgaanduly rely on our forward-looking statememge undertake no obligation to update or
revise any forward-looking statements for any reasdether as a result of new information, futurergs or developments, changed
circumstances, or otherwise. Further, the inforamaéibout our intentions contained in this docunieatstatement of our intentions as of the
date of this document and is based upon, among thtimgs, the existing regulatory environment, isisly conditions, market conditions and
prices, the economy in general and our assumpéistd such date. We may change our intentiong)atime and without notice, based upon
any changes in such factors, in our assumptionsharwise.

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

Unless otherwise indicated, informationtegmed in this report and other documents filedibyinder the federal securities laws
concerning our views and expectations regardingtimemunications industry are based on estimate® fibpdis using data from industry
sources, and on assumptions made by us based omaoagement's knowledge and experience in the msarkehich we operate and the
communications industry generally. You should beu@that we have not independently verified daienfmdustry or other thirgrarty source
and cannot guarantee its accuracy or complete@esstimates and assumptions involve risks andnteiaties and are subject to change
based on various factors, including those discussédm 1A of this report.

ITEM 1A. RISK FACTORS

Any of the following risks could materialénd adversely affect our business, financial diomiresults of operations, liquidity or
prospects. The risks described below are not ther@ks facing us. Please be aware that additioek$ and uncertainties not currently known
to us or that we currently deem to be immateriald@lso materially and adversely affect our buséneperations.

20




Table of Contents
Risks Affecting Our Business

Increasing competition, including product substitioh, continues to cause access line losses, whiak adversely affected and cot
continue to adversely affect our operating resudtsd financial condition.

We compete in a rapidly evolving and higbbmpetitive market, and we expect competitiondotinue to intensify. We are facing gree
competition from cable companies, wireless prodgdbroadband companies, resellers and sales ggeitsling ourselves) and facilitidzgse!
providers using their own networks as well as theasing parts of our network. In addition, regofgtdevelopments over the past several
years have generally increased competitive pres@ameur business. Due to some of these and aben$, we continue to lose access lil

Some of our current and potential competifg offer a more comprehensive range of commatioos products and services, (ii) have
market presence, engineering and technical capabijland financial and other resources greater olias, (iii) own larger and more diverse
networks, (iv) conduct operations or raise caital lower cost than us, (v) are subject to legslation, (vi) offer greater online content
services or (vii) have substantially stronger braathes. Consequently, these competitors may berleeftiipped to charge lower prices for
their products and services, to provide more ditraofferings, to develop and expand their comroations and network infrastructures more
quickly, to adapt more swiftly to new or emergieghnologies and changes in customer requiremermddpadevote greater resources to the
marketing and sale of their products and services.

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

We are continually taking steps to resptanthese competitive pressures, but these effoaismot be successful. Our operating results
financial condition would be adversely affectethiése initiatives are unsuccessful or insufficeemd if we otherwise are unable to sufficiently
stem or offset our continuing access line losselsoam revenue declines significantly without cop@sding cost reductions. If this occurred,
our ability to service debt and pay other obligasievould also be adversely affected.

Our legacy services continue to generate decliniegenues, and our efforts to offset these declingsy not be successful.

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

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

. an increased focus on selling a broader rangeatesfic services, including broadband, satellikevision provided by
DIRECTYV and wireless voice services provided byixm Wireless, as well as our own facilities-badggital video services;

. greater use of service bundles; and

. acquisitions to increase our scale and strengthepr@duct offerings, including new products and/ees provided by our
Sawvis operations.
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However, some of these strategic servieeeiate lower profit margins than our traditiorezvices, and some can be expected to
experience slowing growth as increasing numbemiogxisting or potential customers subscribe és¢hnewer products. Moreover, we car
assure you that the revenues generated from oupfferings will offset revenue losses associatedfreduced sales of our legacy products,
nor can we assure you that we will be able to omtito grow through acquisitions. In addition, celrance on services provided by others
could constrain our flexibility, as described fuattbelow.

Our future results will suffer if we do not effectely adjust to changes in our business, and wilfther suffer if we do not effectively manag
our expanded operations.

The above-described changes in our indimstwe placed a higher premium on marketing, teagichl, engineering and provisioning
skills. Our recent acquisitions also significarthanged the composition of our markets and proehisct Our future success depends, in par
our ability to retrain our staff to acquire or stoghen skills necessary to address these changsyhere necessary, to attract and retain new
personnel that possess these skills.

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

Unfavorable general economic conditionsluding the unstable economy and the current crediket environment, could negatively
affect our business. Worldwide economic growth l@sn sluggish since 2008, and many experts belmtea confluence of factors in the
United States, Europe and developing countries masylt in a prolonged period of economic downtstayw growth or economic uncertainty.
While it is difficult to predict the ultimate impaof these general economic conditions, these tiondi could adversely affect the affordability
of and consumer demand for some of our productsandces and could cause customers to shift tel@siced products and services or to
delay or forgo purchases of our products and sesvidne or more of these circumstances could carsevenues to continue declining. Also,
our customers may encounter financial hardshipaayr not be able to obtain adequate access to onddith could affect their ability to make
timely payments to us. In addition, as discusséovipeunstable economic and credit markets may pdecls from refinancing maturing deb
terms that are as favorable as those from whicpreeiously benefited, at terms that are acceptables or at all. For these reasons, among
others, if the current economic conditions pemsisiecline, this could adversely affect our opatiesults and financial condition, as well as
our ability to raise capital.

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

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

Similarly, from time to time, we may needdbtain the right to use certain patents or oititetlectual property from third parties to be ¢
to offer new products and services. If we canrearise or otherwise obtain rights to use any redueehnology from a third party on
reasonable terms, our ability to offer new prodaetd services may be restricted, made more costglayed.
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Our reseller and sales agency arrangements exposéoua number of risks, one or more of which mayeadsely affect our business and
operating results.

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

We could be harmed by network disruptions, seculitgaches, or other significant disruptions or failes of our IT infrastructure and
related systems or of those we operate for certsiour customers.

To be successful, we will need to contipuaviding our customers with a high capacity, fgikeand secure network. We face the risk, as
does any company, of a security breach, whetheugtr cyber attack, malware, computer viruses, saeotor other significant disruption of
our IT infrastructure and related systems. We tatadded risk of a security breach or other sigaifi disruption of the IT infrastructure and
related systems that we develop, install, openadenaaintain for certain of our business and govermiad customers. As a communications and
IT company, we face a heightened risk of a secbri¢yach or disruption from unauthorized accesaitcaad our customers' proprietary or
classified information on our systems or the systémat we operate and maintain for certain of aistamers.

Although we make significant efforts to mi@iin the security and integrity of these types@idrmation and systems, there can be no
assurance that our security efforts and measulebenéffective or that attempted security breaadredisruptions would not be successful or
damaging, especially in light of the growing sopibaion of cyber attacks and intrusions. We mayhable to anticipate all potential types of
attacks or intrusions or to implement adequatersigdearriers or other preventative measures.

Additional risks to our network and infragtture include:

. power losses or physical damage, whether causéicehbadverse weather conditions, terrorism or otlise;
. capacity limitations

. software and hardware defects or malfunctions;

. programming, processing and other human error; and

. other disruptions that are beyond our con

Network disruptions, security breaches atier significant failures of the above-describgstems could:

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

. result in the unauthorized access to, and desbrydtiss, theft, misappropriation or release oppegary, confidential, sensitive
or otherwise valuable information of ours or oustcuners,
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including trade secrets, which others could useotapete against us or for disruptive, destructivetberwise harmful purposes
and outcomes;

. require significant management attention or finahi@sources to remedy the damages that resutarange our systen

. subject us to claims for contract breach, damagesljts, fines, penalties, termination or otheredias, particularly with respect
to service standards set by state regulatory cosiomis; or

. result in a loss of business, damage our reputatioong our customers and the public generally estibbis to additione
regulatory scrutiny or expose us to litigation.

Any or all of which could have a negatiwgpact on our results of operations, financial ctiadiand cash flows.
Any failure or inadequacy of our information techriogy infrastructure could harm our busines:

The capacity, reliability and security afranternal information technology hardware andwafe infrastructure (including our billing
systems) are important to the operation of ourenirbusiness, which would suffer in the event atam failures. Likewise, our ability to
expand and update our information technology itftasure in response to our growth and changinglaéeimportant to the continued
implementation of our new service offering initiegs. Our inability to expand or upgrade our techgglinfrastructure could have adverse
consequences, which could include the delayed imgiteation of new service offerings, increased asitjon integration costs, service or
billing interruptions, and the diversion of develognt resources.

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

The communications industry is experiend@iggificant technological changes, many of whigh educing demand for our traditional
voice services or are enabling our current custerttereduce or bypass use of our networks. Teclizabchange could also require us to
expend capital or other resources in excess oéptlyrcontemplated levels, or to forego the devedept or provision of products or services
that others can provide more efficiently. If we apt able to develop new products and serviceg#ép lpace with technological advances, or if
those products and services are not widely accdptedistomers, our ability to compete could be eskly affected and our market share could
decline. Any inability to keep up with changeségctinology and markets could also adversely affecboperating results and financial
condition, as well as our ability to service deld pay other obligations.

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

The telecommunications industry has expege substantial consolidation over the last decaa® some of our competitors have
combined with other telecommunications providegsuiting in competitors that are larger, have nfioi@ncial and business resources, and
have broader service offerings. Further consoliatiould increase competitive pressures, and cdrsely affect our operating results and
financial condition, as well as our ability to sieevdebt and pay other obligations.
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We have a significant amount of goodwill and othietangible assets on our balance sheet. If our gagii or other intangible assets become
impaired, we may be required to record a significararge to earnings and reduce our stockholderguéy.

Under generally accepted accounting priesipntangible assets are reviewed for impairno@rdn annual basis or more frequently
whenever events or circumstances indicate thatitying value may not be recoverable. If our igihte assets are determined to be impaired
in the future, we may be required to record a Siicgmt, non-cash charge to earnings during theoderi which the impairment is determined.

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

Based on current circumstances, we plamitinue our current dividend practices. However ghould be aware that these practices are
subject to change for reasons that may includeoétiye following factors:

. we may not have enough cash to pay such dividemeldalchanges in our cash requirements, capitadépg plans, cash flow
or financial position;

. decisions on whether, when and in which amountsake any future distributions will remain at athés entirely at the
discretion of our Board of Directors, which resextiee right to change our dividend practices attang and for any reason;

. the effects of regulatory reform, including any gbes to intercarrier compensation, Universal Serfignd or special acce
rules;

. our desire to maintain or improve the credit ratiog our debi

. the amount of dividends that we may distributeuo gshareholders is subject to restrictions underidiana law and is limited k

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

. the amount of dividends that our subsidiaries mafridute to us is subject to restrictions impobgdstate law, restrictions th
have been or may be imposed by state regulat@sninection with obtaining necessary approvals forrecent acquisitions, a
restrictions imposed by the terms of credit faiitapplicable to certain subsidiaries and, patéintithe terms of any future
indebtedness that these subsidiaries may incur.

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

Our current dividend practices could limit our alify to pursue growth opportunities.

The current practice of our Board of Diggstto pay an annual $2.90 per common share didideffects an intention to distribute to our
shareholders a substantial portion of our cash.flesva result, we may not retain a sufficient amafrcash to finance a material expansion of
our business in the future. In addition, our apild pursue any material expansion of our businéssugh acquisitions or increased capital
spending will depend more than it otherwise wouldbar ability to obtain third party financing. Warmot assure you that such financing will
be available to us at terms that are as favorabtease from which we previously benefited, at tethat are acceptable to us or at all.

We rely on a limited number of key suppliers, vemsidandlords and other third parties to operate ousiness.

We depend on a limited number of supplérd vendors for equipment and services relatirutanetwork infrastructure. Our local
exchange carrier networks consist of central oféicd remote
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sites, all with advanced digital switches. If ariytteese suppliers experience interruptions or opineblems delivering or servicing these
network components on a timely basis, our operatauld suffer significantly. To the extent thabyrietary technology of a supplier is an
integral component of our network, we may havettaiflexibility to purchase key network componeintsn alternative suppliers. Similarly,
our data center operations are materially relianeasing space from landlords and power services fitility companies, and being able to
renew these arrangements from time to time on &blerterms. In addition, we rely on a limited numbgsoftware vendors to support our
business management systems. In the event it bacoeoessary to seek alternative suppliers and vgnde may be unable to obtain
satisfactory replacement supplies, services, spaatlities on economically attractive terms, otiraely basis, or at all, which could increase
costs or cause disruptions in our services.

Portions of our property, plant and equipment arecated on property owned by third partie

Over the past few years, certain utilitiesperatives and municipalities in certain of skeges in which we operate have requested
significant rate increases for attaching our ptartheir facilities. To the extent that these eesgitare successful in increasing the amount we pay
for these attachments, our future operating codtsnerease.

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

We depend on key members of our senior manage mesguint

Our success depends largely on the skiiserience and performance of a limited numbeenfa officers. Competition for senior
management in our industry is intense and we mag Qéficulty retaining our current senior officens attracting new ones in the event of
terminations or resignations. For a discussionrirofiar retention concerns relating to our recentgees, please see the risks described below
under the heading "Risks Relating to Our Recentuisitions."

As a holding company, we rely on payments from aperating companies to meet our obligatior

As a holding company, substantially albaf income and operating cash flow is dependenn tipe earnings of our subsidiaries and their
distribution of those earnings to us in the forndividends, loans or other payments. As a resudtrely upon our subsidiaries to generate the
funds necessary to meet our obligations, includliegpayment of amounts owed under our long-ternt. d&lr subsidiaries are separate and
distinct legal entities and have no obligation &y any amounts owed by us or, subject to excepfmrnsx-sharing purposes, to make any
funds available to us to repay our obligations, tvbeby dividends, loans or other payments. Cexdour subsidiaries may be restricted ur
loan agreements or regulatory orders from transigfunds to us, including certain restrictionstba amount of dividends that may be paid to
us. Moreover, our rights to receive assets of agisliary upon its liquidation or reorganizatiorlwie effectively subordinated to the claims
creditors of that subsidiary, including trade ctedi. The notes to our consolidated financial stetats included in this report describe these
matters in additional detail.

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

We have incurred, and expect to continuiedar, substantial expenses in connection withiritegration of Qwest's and Savvis' business,
operations, networks, systems, technologies, gsliand procedures with our own. There are a langeer of systems that need to be
integrated, including
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billing, management information, purchasing, act¢imgnand finance, sales, payroll and benefits,digsset, lease administration and regule
compliance. While we have assumed that a certagi tf transaction and integration expenses wilioairred, there are a number of factors
beyond our control that could affect the total amtaar the timing of our integration expenses. Mahthe expenses that will be incurred, by
their nature, are difficult to estimate accuratiyhe present time. Moreover, we commenced sortieest integration initiatives before we
completed our integration of Embarg, which we agefiin 2009. This has delayed some of our penditegration initiatives, and increased
their cost and complexity. Due to these factorsewgect the integration expenses associated withauisitions to exceed in the near term
our anticipated post-acquisition integration sagingsulting from the elimination of duplicative exiges and the realization of economies of
scale, many of which cannot be attained until sewezars after the acquisition. These acquisiteElated expenses continue to reduce our
earnings. These charges have been, and are expec@atinue to be, significant, although the aggte amount and timing of these charges
are still uncertain.

We may be unable to integrate successfully the Lag@enturyLink, Qwest and Savvis businesses andizedhe anticipated benefits of the
acquisitions.

The Qwest and Savvis acquisitions involtreglcombination of companies which previously ofetas independent public companies.
We have devoted, and will continue to devote, $iggmt management attention and resources to iatiegrthe business practices and
operations of Legacy CenturyLink, Qwest and Sawis.may encounter difficulties in the integratiagess, including the following:

. the inability to successfully combine our businessea manner that permits the combined compamaghéeve the cost savin
and operating synergies anticipated to result fileenacquisitions, either due to technological @rajes, personnel shortages,
strikes or otherwise, any of which would resulthe anticipated benefits of the acquisitions natdpeealized partly or whollyn
the time frame currently anticipated or at all;

. lost sales as a result of customers of any ofttteetcompanies deciding not to do business witledhebined company;

. the complexities associated with managing the coetbbusinesses out of several different locatiowisiategrating personnel
from the three companies, while at the same tiresrgiting to provide consistent, high quality produend services under a
unified culture;

. the additional complexities of combining companigth different histories, regulatory restrictiomspduct markets and
customer bases, and initiating this process beferbad fully completed the integration of our opierss with those of Embarq;

. the failure to retain key employees, some of whonla be critical to integrating the compani
. potential unknown liabilities and unforeseen ineeghexpenses or regulatory conditions associatitdtié acquisitions; and
. performance shortfalls at one or all of the comearis a result of the diversion of managemenéstaih caused by integrating

the companies' operations.

For all these reasons, you should be atisatet is possible that the integration proceadaoesult in the distraction of our management,
the disruption of our ongoing business or incoesistes in our products, services, standards, dshpymocedures and policies, any of which
could adversely affect our ability to maintain tedaships with customers, vendors and employeés achieve the anticipated benefits of our
recent acquisitions, or could otherwise adversfchour business and financial results.
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Our final determinations of the acquisition date ifavalue of the assets and liabilities acquired froQwest and Savvis may be significantly
different from our current estimates, which couldalve a material adverse effect on our operating rigsu

We have recognized the assets and liaslitf Qwest and Savvis based on our preliminaignagts of their respective acquisition date
fair values. The determination of the fair valuéshe acquired assets and assumed liabilities (famdelated determination of estimated lives of
depreciable tangible and identifiable intangibleeds) requires significant judgment. As such, weeh#t completed our valuation analysis and
calculations in sufficient detail necessary towarat the final estimates of the fair value of élssets acquired and liabilities assumed, along
the related allocations to goodwill and intangi$sets. As such, all information presented inrép®rt is preliminary and subject to revision
pending the final valuation analysis. We expeatdmplete our final fair value determinations netahan the first quarter of 2012 for Qwest
and the second quarter of 2012 for Savvis. Out faiavalue determinations may be significantljfelient than those reflected in this report,
which could have a material adverse effect on parating results.

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

Prior to the Embarq acquisition, we proddiecal exchange telephone services to predominamthl areas and small to mid-size cities.
Embarq's local exchange markets included Las Végasada and suburbs of Orlando and several othge 1d.S. cities, and we have operated
these more dense markets only since mid-2009. Garaatkets included Phoenix, Arizona, Denver, Calor Minneapolis—St. Paul,
Minnesota, Seattle, Washington, Salt Lake City,hJtnd Portland, Oregon. Compared to our legacketsirthese urban markets, on average,
are substantially denser and have experiencedegraetess line losses in recent years. While wieusebur strategies and operating models
developed serving rural and smaller markets caoessfully be applied to larger markets, we canastige you of this. Our business, financial
performance and prospects could be harmed if aueustrategies or operating models cannot beesséally applied to larger markets, or are
required to be changed or abandoned to adjusfferetices in these larger markets.

We cannot assure you whether, when or in what amtsuwe will be able to use Qwest's and Savvis' rerating losses.

At December 31, 2011, we had approximgsély billion of federal net operating losses, orll$Qof which, approximately $5.6 billion
and $212 million relate to pre-acquisition losse®west and Savvis, respectively. These NOLs cansee to offset our future federal and
certain taxable income.

The acquisition of Qwest and Savvis causetownership change" under federal tax laws medetid the use of NOLs. As a result, these
laws could limit our ability to use their NOLs andrtain other deferred tax attributes. Furthertitions could apply if we are deemed to
undergo an ownership change in the future. Dedipise we expect to use substantially all of the§# Bland certain other deferred tax attrib
as an offset to our federal future taxable incom@®l5, although the timing of that use will depedn the consolidated group's future
earnings and future tax circumstances.

Our acquisitions have increased our exposure to tigks of fluctuations in energy costs, power ouggyand limited availability of electrical
resources.

Through the acquisitions of Qwest and Sawve have added a significant number of data céatéities, which are susceptible to
regional costs and supply of power and electricalgr outages. We attempt to limit exposure to sgstewntime by using backup generators
and power supplies. However, we may not be ablienibour exposure entirely even with these pratett in place. In addition, our energy
costs can fluctuate significantly or increase fermdety of reasons, including
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changes in legislation and regulation. As energtimcrease, we may not always be able to pa#fsedncreased costs of energy to our cli¢
which could harm our business. Power and cooliggirements at our data centers are also increasigresult of the increasing power
demands of today's servers. Since we rely on iartles to provide our data centers with powerisigffit to meet our clients' power needs, our
data centers could have a limited or inadequateuatraf electrical resources. Our clients' demamgpéwer may also exceed the power
capacity in older data centers, which may limit ahility to fully utilize these data centers. Thizuld adversely affect our relationships with
our clients and hinder our ability to run our deg¢aters, which could harm our business.

Our inability to renew data center leases, or renew favorable terms, could have a negative impaetour financial results.

A significant majority of the data cent@rs acquired in the Qwest and Savvis acquisitioedeased and have lease terms that expire
between 2012 and 2031. The majority of these lgasegde us with the opportunity to renew the leaseur option for periods generally
ranging from five to ten years. Many of these realewptions, however, provide that rent for the mealeperiod will be equal to the fair market
rental rate at the time of renewal. If the fair k&trrental rates are significantly higher than cunrent rental rates, we may be unable to offset
these costs by charging more for our services, vbinld have a negative impact on our financialltssAlso, it is possible that a landlord
may insist on other financially unfavorable renetesins or, where no further option to renew exisls¢t not to renew altogether.

Our acquisitions of Qwest and Savvis has increased exposure to the risks of operating internatiolha

Prior to acquiring Qwest on April 1, 205upstantially all of our operations were histoficabnducted within the continental United
States. Although Qwest has historically conductades operations overseas, the acquisition of Sdagsncreased the importance of
international operations to our future operatigrewth and prospects.

As a result of our recent acquisitions, mon-domestic operations are subject to varyingekegof regulation in each of the foreign
jurisdictions in which we provide services. Localvk and regulations, and their interpretation arfdreement, differ significantly among thc
jurisdictions, and can change significantly overdi Future regulatory, judicial and legislative mh@s or interpretations may have a matt
adverse effect on our ability to deliver servicethim various foreign jurisdictions. Many of thefeign laws and regulations relating to
communications services are more restrictive tha&d ldws and regulations, particularly those retato content distributed over the Internet.
For example, the European Union has enacted aelatation system that, once implemented by indi@iduember states, will involve
requirements to retain certain Internet protocolf data that could have an impact on our opamatin Europe. Moreover, national regulatory
frameworks that are consistent with the policied seguirements of the World Trade Organization hamg recently been, or are still being,
enacted in many countries. Accordingly, many cdaatare still in the early stages of providing &id adapting to a liberalized
telecommunications market. As a result, in thesgkata we may encounter more protracted and diffisrdcedures to obtain licenses neces
to provide the full set of products we offer.

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

. tax, licensing, currency, political or other busigeestrictions or requirements;
. import and export restrictions;
. longer payment cycles and problems collecting actsoreceivable

29




Table of Contents

. additional U.S. and other regulation of non-doneesfierations, including regulation under the Faredgrrupt Practices Act, or
FCPA, as well as other anti-corruption laws;

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

Any one or more of these factors could asilg affect our international operations.

Moreover, in order to effectively compeatecertain foreign jurisdictions, it is frequentlgeessary or required to establish joint ventures,
strategic alliances or marketing arrangements leithl operators, partners or agents. Reliance cal lwperators, partners or agents could
expose us to the risk of being unable to contrelstope or quality of our overseas services orymtsd or being held liable under the FCPA or
other anti-corruption laws for actions taken by swategic or local partners or agents even thdlgbe partners or agents may not themselves
be subject to the FCPA or other applicable antitgation laws. Any determination that we have vieththe FCPA or other antbrruption law:
could have a material adverse effect on our busjmresults of operations, reputation or prospects.

Risks Relating to Legal and Regulatory Matters

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

As described in Note 16—Commitments andtidgencies to our consolidated financial statemantem 8 of this report, the KPNQwest
matters present material and significant risksstolin the aggregate, the plaintiffs in the KPNQwmatters seek billions of euros (equating to
billions of dollars) in damages. In addition, th&@me of one of the two pending matters could teamegative impact on the other. We
continue to defend against these matters vigoraarsllyare currently unable to provide any estimat @he timing of their resolution.

We can give no assurance as to the impactair financial results or financial condition tiaay ultimately result from these matters. The
ultimate outcomes of these matters are still uagerand substantial settlements or judgmentsdaadtmatters could have a significant impact
on us. The magnitude of such settlements or jud¢gsmesulting from these matters could materiallgt adversely affect our financial conditi
and ability to meet our debt obligations, potefhtiahpacting our credit ratings, our ability to &ss capital markets and our compliance with
debt covenants. In addition, the magnitude of archsettlements or judgments may cause us to dosm gignificantly on our cash balances,
which might force us to obtain additional financioigexplore other methods to generate cash. Sutoeie could include issuing additional
debt securities or selling assets.

There are other material proceedings pendgainst us, as described in Note 16—CommitmerdsCantingencies to our consolidated
financial statements in Item 8 of this report. Degiag on their outcome, any of these matters chaite a material adverse effect on our
financial position or operating results. We canegiou no assurances as to the impact of thesersatieour operating results or financial
condition.
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We operate in a highly regulated industry and akeetefore exposed to restrictions on our manner @iy business and a variety of claims
relating to such regulation.

General

We are subject to significant regulationthy FCC, which regulates interstate communicafiand state utility commissions, which
regulate intrastate communications. Generally, wistrobtain and maintain certificates of authorityni the FCC and regulatory bodies in v
states where we offer regulated services, and eswject to numerous, and often quite detailegjirements and interpretations under
federal, state and local laws, rules and regulatidiccordingly, we cannot ensure that we are alveaysidered to be in compliance with all
these requirements at any single point in time. agrencies responsible for the enforcement of tlzegg, rules and regulations may initiate
inquiries or actions based on customer complaintsdheir own initiative.

Regulation of the telecommunications indui changing rapidly, and the regulatory envir@mtvaries substantially from jurisdiction to
jurisdiction. Notwithstanding a recent movementaosls alternative regulation, a substantial portibaur local voice services revenue rems
subject to FCC and state utility commission priciagulation, which periodically exposes us to pricor earnings disputes and could expos
to unanticipated price declines. Interexchangeearhave filed complaints in various forums redingsreductions in our access rates. In
addition, several long distance providers are disgtamounts owed to us for carrying VolIP traffict@affic they claim is VolP traffic and are
refusing to pay such amounts. There can be noasseithat future regulatory, judicial or legislatiactivities will not have a material adverse
effect on our operations, or that regulators awdtipiarties will not raise material issues with mel® our compliance or noncompliance with
applicable regulations.

Risk associated with recent changes in federal retation

On October 27, 2011, the FCC adopted then€ct America and Intercarrier Compensation Reforder ("CAF order") intended to
reform the existing regulatory regime to recogringoing shifts to new technologies, including VadRd gradually re-direct universal service
funding to foster nationwide broadband coveragés ritial ruling provides for a multi-year tranisih over the next decade as intercarrier
compensation charges are reduced, universal sdiding is explicitly targeted to broadband depl@nt, and subscriber line charges paid by
end user customers are gradually increased. Theswes will substantially increase the pace ofegdns in the amount of switched access
revenues we receive in our wholesale markets sefgmvaile creating opportunities for increases iddml USF and retail revenue streams. The
ultimate effect of this order on communications pamies is largely dependent on future FCC procgsditesigned to implement the order, the
most significant of which are scheduled to be deieed in 2012 and 2013. Several judicial challertgebe CAF order are pending and
additional future challenges are possible, any littv could alter or delay the FCC's proposed changeaddition, based on the outcome of
FCC proceedings, various state commissions mayidemshanges to their universal service funds tegiate access rates. For these reasons,
we cannot predict the ultimate impact of these @edings at this time.

Under other pending proceedings, the FCE imalement changes in the regulation or pricingpécial access services, any of which
could adversely affect our operations or finanmsults.

Risks posed by costs of regulatory compliance

Regulations continue to create significampliance costs for us. Challenges to our tabijffsegulators or third parties or delays in
obtaining certifications and regulatory approvaisld cause us to incur substantial legal and adinative expenses, and, if successful, such
challenges could adversely affect the rates thaaneeble to charge our customers. Our businessraly be impacted by legislation and
regulation imposing new or greater obligationstealao regulations or laws related to

31




Table of Contents

broadband deployment, bolstering homeland sectnityeasing disaster recovery requirements, minimgiznvironmental impacts, enhancing
privacy, or addressing other issues that impacbasiness, including the Communications Assistdoceaw Enforcement Act (which requir
communications carriers to ensure that their egaeignfacilities, and services are able to fac#itatithorized electronic surveillance), and laws
governing local number portability and customerppigtary network information requirements. We expme compliance costs to increase if
future laws or regulations continue to increasedhligations to assist other governmental agencies.

Risks posed by other regulations

All of our operations are also subject ety of environmental, safety, health and oti@rernmental regulations. We monitor our
compliance with federal, state and local regulatigaverning the management, discharge and dispbblakzardous and environmentally
sensitive materials. Although we believe that weeiarcompliance with these regulations, our managendischarge or disposal of hazardous
and environmentally sensitive materials might expas to claims or actions that could have a matadigerse effect on our business, financial
condition and operating results.

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

Beginning in 1996, Congress and the FC&haken several steps that have resulted in inedea@mpetition among service providers.
Many of the FCC's regulations remain subject tacjiadlreview and additional rulemakings, thus makindifficult to predict what effect any
changes in interpretation of the 1996 Act may utiefy have on us and our competitors. We coulddveraely affected by programs or
initiatives recently undertaken by Congress orRB&, including (i) the federal broadband stimulugjgcts authorized by Congress in 2009;
(i) the FCC's 2010 National Broadband Plan; (igw "network neutrality” rules; (iv) the proposew&dband "Connect America" replacement
support fund, and (v) the FCC's above-describedltect27, 2011 order.

We are subject to significant regulations that libour flexibility.

As a diversified full service ILEC, we hatraditionally been subject to significant regubatithat does not apply to many of our
competitors. This regulation imposes substantiedm@nce costs on us and restricts our abilityitange rates, to compete and to respond
rapidly to changing industry conditions. As our iness becomes increasingly competitive, reguladisparities between us and our
competitors could impede our ability to compete.

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

Changing laws, regulations and standardsimg to corporate governance and public disclesincluding the Sarbanes-Oxley Act and the
Dodd-Frank Wall Street Reform and Consumer PraiacAict, and related regulations implemented bySB€E, the New York Stock Exchange
and the Public Company Accounting Oversight Board,increasing legal and financial compliance castsmaking some activities more ti
consuming. Any future failure to successfully anély complete annual assessments of our intermaitae required by Section 404 of the
Sarbanes-Oxley Act could subject us to sanctionswarstigation by regulatory authorities. Any swttion could adversely affect our financial
results or investors' confidence in us.

For a more thorough discussion of the raguy issues that may affect our business, seeltefrthis report.
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Risks Affecting our Liquidity

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

We continue to carry significant debt. AD@cember 31, 2011, our consolidated debt wasoxpately $21.8 billion. Approximately
$4.3 billion of our debt obligations comes due aver next three years. While we currently beliéhat tve will have the financial resources to
meet or refinance our obligations when they comes die cannot fully anticipate our future conditmmthe condition of the credit markets or
the economy generally. We may have unexpected sggaand liabilities, and we may have limited actesmancing.

We expect to periodically require financtogneet our debt obligations as they come due.tBtiee unstable economy and the current
credit market environment, we may not be able fioaece maturing debt at terms that are as faverablthose from which we previously
benefited, at terms that are acceptable to usall.al/e may also need to obtain additional finagadr investigate other methods to generate
cash (such as further cost reductions or the $aesets) if revenues and cash provided by opeatiecline, if economic conditions weaker
competitive pressures increase, if we are requoredbntribute a material amount of cash to ouremtiVe pension plans, if we are required to
begin to pay other post-retirement benefits sigaiiily earlier than is anticipated, if we becomlgject to significant judgments or settlements
in one or more of the matters discussed in Note Cémmitments and Contingencies to our consolidatexhtial statements in Item 8 of this
report, or if we engage in any acquisition or otinéfatives that increase our cash requirements.cah give no assurance that this additional
financing will be available on terms that are a¢abfe to us or at all. If we are able to obtainiiddal financing, our credit ratings could be
adversely affected, which could further raise canrdwing costs and further limit our future accessapital and our ability to satisfy our debt
obligations.

Our significant levels of debt can adveysdfect us in several other respects, includipgXjposing us to the risk of credit rating
downgrades, which would raise our borrowing caifshindering our ability to adjust to changing rkat, industry or economic conditions,
(iif) limiting our ability to access the capital mkats, (iv) limiting the amount of free cash flowadlable for future operations, acquisitions,
dividends, stock repurchases or other uses, (vjngals more vulnerable to economic or industry dmwms, including interest rate increases,
and (vi) placing us at a competitive disadvantagamared to less leveraged competitors.

Certain of our debt issues have cross payhefault or cross acceleration provisions. Whessent, these provisions could have a wider
impact on liquidity than might otherwise arise frendefault or acceleration of a single debt insgntmAny such event could adversely affect
our ability to conduct business or access the ahpiairkets and could adversely impact our cretiitga. See "Liquidity and Capital Resourc
in Item 7 of this report for additional informati@tout our credit facility.

The degree to which we are leveraged mag béher important limiting consequences, includimg following:

. placing us at a competitive disadvantage as cordpaith our less leveraged competitc

. making us more vulnerable to downturns in genesahemic conditions or in any of our busines:

. limiting our flexibility in planning for, or reaatig to, changes in our business and the industmhinh we operate; and

. impairing our credit ratings or our ability to obtadditional financing in the future for workingital, capital expenditures or

general corporate purposes.
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We may be unable to significantly reduce the sulbdial capital requirements or operating expensescessary to continue to operate our
business, which may in turn affect our operatingselts.

The industry in which we operate is capiténsive, and we anticipate that our capital regents will continue to be significant in the
coming years. Although we have reduced our opeyatipenses over the past few years, we may beeit@mhirther significantly reduce these
costs, even if revenues in some areas of our esere decreasing. While we believe that our pldteee! of capital expenditures will meet
both our maintenance and our core growth requirésrgoing forward, this may not be the case if ainstances underlying our expectations
change.

Adverse changes in the value of assets or obligaiassociated with our pension and p-retirement benefit plans could negatively impact
our liquidity.

We maintain one or more qualified pensitang, non-qualified pension plans and post-retirgrbenefit plans, several of which are
currently underfunded. The accounting unfundedistef our pension plans was $1.8 billion as of Ddwer 31, 2011. Adverse changes in
interest rates or market conditions, among othsuraptions and factors, could cause a significasregse in our benefit obligation or a
significant decrease in the value of plan assdtes& adverse changes could require us to contibunigterial amount of cash to our pension
plans or could accelerate the timing of requireshgaayments. During 2011, we contributed an aggeegfe587 million to our pension plans
and we expect to make a contribution of less trfEhrillion in 2012. We currently expect that reguirand voluntary contributions for 2013
will be approximately $500 million, based on cutrkaws and circumstances. The actual amounts afined) contributions to our plans in 2013
and beyond are subject to several variables, mawhich are beyond our control, including earnigsplan investments, discount rates,
demographic experience, changes in plans benefit€langes in funding laws and regulations. Anyriimaterial cash contributions could
have a negative impact on our liquidity by reduaing cash flows.

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

The terms of our debt instruments and #i& chstruments of our subsidiaries permit addé@londebtedness. Additional debt may be
necessary for many reasons, including to adequegspyond to competition, to comply with regulatoeguirements related to our service
obligations, to fund capital requirements or tafine acquisitions. Incremental borrowings on teimasimpose additional financial risks could
exacerbate the other risks described in this report

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

We have a significant amount of indebtedribat we intend to refinance over the next sewarats, principally we expect through the
issuance of debt securities of CenturyLink, QwestpGration ("QC") or both. Our ability to arrangaditional financing will depend on, ama
other factors, our financial position and perforegmas well as prevailing market conditions aneofactors beyond our control. Prevailing
market conditions could be adversely affected leyahgoing sovereign debt crises in Europe, tharfaibf the United States to reduce its de
in amounts deemed to be sufficient, possible furtlvevngrades in the credit ratings of the U.S. dettractions or limited growth in the
economy or other similar adverse economic developsnia the U.S. or abroad. As a result, we cansstiiee you that we will be able to obtain
additional financing on terms acceptable to ust@llaAny such failure to obtain additional finang could jeopardize our ability to repay,
refinance or reduce debt obligations.
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Other Risks

If conditions or assumptions differ from the judgmés, assumptions or estimates used in our critiegkbounting policies, the accuracy of o
financial statements and related disclosures coblel affected

The preparation of financial statements r@tated disclosures in conformity with U.S. geffigraccepted accounting principles requires
management to make judgments, assumptions andagssitihat affect the amounts reported in our catesteld financial statements and
accompanying notes. Our critical accounting poficiehich are described in Item 7 of this reporsatibe those significant accounting policies
and methods used in the preparation of our coreelétfinancial statements that are consideredcatitbecause they require judgments,
assumptions and estimates that materially impactousolidated financial statements and relatecalisires. As a result, if future events or
assumptions differ significantly from the judgmergssumptions and estimates in our critical acéogmolicies, these events or assumptions
could have a material impact on our consolidatedrfcial statements and related disclosures.

We face hurricane and other natural disaster riskshich can disrupt our operations and cause us meur substantial additional capital
costs.

A substantial number of our access lined@eated in Florida, Alabama, Louisiana, TexasithN@arolina, and South Carolina, and our
operations there are subject to the risks assalcwith severe tropical storms, hurricanes and toea, including downed telephone lines,
power outages, damaged or destroyed property angragnt, and work interruptions. Although we maintaroperty and casualty insurance
our plant (excluding our outside plant) and mayarrmertain circumstances be able to seek recofesgme additional costs through increased
rates, only a portion of our additional costs diserelated to such hurricanes and natural disagtave historically been recoverable. We ca
predict whether we will continue to be able to a@biasurance for hazard-related damages or, ifiohbde and carried, whether this insurance
will be adequate to cover our losses. In additvem.expect any insurance of this nature to be stiljexubstantial deductibles and to provide
premium adjustments based on claims. Any futurattkeelated costs and work interruptions could esklg affect our operations and our
financial condition.

We are subject to franchising requirements that ddimpede our expansion opportunities.

We may be required to obtain from municigathorities operating franchises to install orangbfacilities. Some of these franchises may
require us to pay franchise fees. These franchigggirements generally apply to our fiber transpod CLEC operations, and to our emer
switched digital television. These requirementsld¢a@ielay us in expanding our operations or incrébsecosts of providing these services.

Tax audits or changes in tax laws could adverseffeat us.

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

We believe that we have adequately providedax contingencies. However, our tax audits era@minations may result in tax liabilities
that differ materially from those that we have melmal in our consolidated financial statements. Beedhe ultimate outcomes of all of these
matters are uncertain, we can give no assurantevelsether an adverse result from one or more erftvill have a material effect on our
financial results.

The current maximum U.S. tax rate of 15%goalified dividends is scheduled to rise to a nmaxn rate of 39.6% on January 1, 2013 if
Congress does not otherwise act. An increase ibi8e
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tax rate on dividends could reduce demand for tmaks which could potentially depress its tradimig@.
Our agreements and organizational documents and lggble law could limit another party's ability tacquire us.

A number of provisions in our agreements arganizational documents and various provisidrepplicable law may delay, defer or
prevent a future takeover of CenturyLink unlesstéieover is approved by our Board of DirectordsTould deprive our shareholders of any
related takeover premium.

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

Over 40% of our employees are members wbus bargaining units represented by the Commtinicst Workers of America and the
International Brotherhood of Electrical Workersofrtime to time, our labor agreements with thedgenmlapse, and we typically negotiate
terms of new agreements. Approximately 15,000 ofumion-represented employees are subject to tiokebargaining agreements that expire
throughout 2012. We cannot predict the outcomée$e negotiations. We may be unable to reach nexemegnts, and union employees may
engage in strikes, work slowdowns or other labdtioas, which could materially disrupt our ability provide services and result in increased
cost to us. In addition, new labor agreements mpose significant new costs on us, which could imgar financial condition or results of
operations in the future. To the extent they conkesinefit provisions, these agreements also limnitflexibility to change benefits in respons:
industry or competitive changes. In particular, plest-employment benefits provided under theseesgeats cause us to incur costs not faced
by many of our competitors, which could ultimatBipnder our competitive position.

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

Our property, plant and equipment congistscipally of telephone lines, central office eguient, and land and buildings related to our
telephone operations. The components of our gnagsepty, plant and equipment consisted of the Vaithg:

December 31

2011 2010

Land 2% 1%
Fiber, conduit and other outside pl&ht 42% 51%
Central office and other network electron{®s 33% 33%
Support assetd 20% 13%
Construction in progres® 3% 2%

Gross property, plant and equipm 100% 100%
1) Fiber, conduit and other outside plant consistiibefr and metallic cable, conduit, poles and ogwporting structures.
2) Central office and other network electronics calssié circuit and packet switches, routers, trassioin electronics and electronics providing sertace

customers.

(3) Support assets consist of buildings, computersotimel administrative and support equipment.
4) Construction in progress includes property of tredoing categories that has not been placed vicseas it is still under construction.

We own substantially all of our telecommaations equipment required for our business. Howeve lease certain facilities and
equipment under various capital lease arrangemeérgs the leasing arrangements are more favorahis tan purchasing the assets.

We also own and lease administrative officemajor metropolitan locations both in the Udiftates and internationally. Substantially all
of our network electronics equipment is locate8uidings or land that we own or lease within cagdl service area. Outside of our local
service area, our assets are generally locatedadproperty pursuant to an agreement with thegatgmwner or another person with rights to
the property. It is possible that we may lose dgiits under one or more of these agreements, dilreitotermination or their expiration.

Several putative class actions have bded figainst us disputing our use of certain rigiteray as described in "Legal Proceedings—
Other Matters" in Item 3 of this report. If we logey of these rights-of-way or are unable to retteam, we may find it necessary to move or
replace the affected portions of our network. Hogrewe do not expect any material adverse impacsrasult of the loss of any of these
rights.

With the acquisitions of Qwest in April 2D&nd Savvis in July 2011, we expanded our progeriyclude data center assets, and the
related facilities and communications equipmente Tdcilities that house Savvis' warehouses, netwqgtkpment and data centers are leased.

Some of the properties of our telephonesilidries are subject to mortgages securing theafeduch companies. Our net property, plant
and equipment was $19.4 billion and $8.8 billiolbatember 31, 2011 and 2010, respectively.

ITEM 3. LEGAL PROCEEDINGS

In this section, when we refer to a cladfa as "putative” it is because a class has b#eged, but not certified in that matter. Untibdan
unless a class has been certified by the courgstnot been established that the named plaingifiesent the class of plaintiffs they purport to
represent.
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We have established accrued liabilitiestifier matters described below where losses are deprobable and reasonably estimable.
Litigation Matters Relating to CenturyLink and Embarq

In December 2009, subsidiaries of Centumilfiled two lawsuits against subsidiaries of SpNiextel to recover terminating access
charges for VolP traffic owed under various intencection 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 Spriextdl. We currently expect Sprint Nextel to file gpeal 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, referogtter claims to the FCC, and stayed the litigatitie have not deferred revenue related to
these matters as an adverse outcome is not probasdel upon current circumstances.

InWilliam Douglas Fulghum, et al. v. Embarqg Corpocatj et al., filed on December 28, 2007 in the United Statidriot 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 Comnaitéend 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 certificatias to other claims. Embarq and other defendamtsnuie to vigorously contest these claims and
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 | Hidand theAbbottclaims are similar to thEulghumbreach of fiduciary duty claim (Count
I), on which theFulghumcourt denied class certification. We have not aedra liability for these matters as it is prematordetermine
whether an accrual is warranted and, if so, a regtde estimate of probable liability.

Over 60 years ago, one of our indirect gliages, Centel Corporation, acquired entitied thay have owned or operated seven former
plant sites that produced "manufactured gas" uagepcess widely used through the mid-1900s. Céatebeen a subsidiary of Embarq since
being spun-off in 2006 from Sprint Nextel, whiclgaoed Centel in 1993. None of these plant sitescarrently owned or operated by either
Sprint, Nextel, Embarq or their subsidiaries. Ome¢hsites, Embarqg and the current landowners arkingowith the Environmental Protection
Agency ("EPA") pursuant to administrative consemtens. Remediation expenditures pursuant to thersrare not expected to be material. On
five sites, including the three sites where the Ef#lvolved, Centel has entered into agreemertts ether potentially responsible parties to
share remediation costs. Further, Sprint Nexteldggised to indemnify Embarg for most of any evdntahility arising from all seven of these
sites. Based upon current circumstances, we dexpect this issue to have a material adverse ingraour results of operations or financial
condition. We have accrued an amount that we belgprobable for these matters; however, the atrisurot material to our financial
statements.
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Litigation Matters Relating to Qwest

The terms and conditions of applicable Wwglacertificates or articles of incorporation, agrents or applicable law may obligate Qwe:
indemnify its former directors, officers or empl@gewith respect to certain of the matters descrimow and Qwest has been advancing legal
fees and costs to certain former directors, offiaaremployees in connection with certain mattescdbed below.

On September 29, 2010, the trustees iDtiteh bankruptcy proceeding for KPNQwest, N.V.\dfich Qwest 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 adpwith a number of former KPNQwest supervisoryrdaaembers and a former officer of
KPNQwest, some of whom were formerly affiliatedw@west. Plaintiffs allege, among other thingst thefendants' actions were a cause of
the bankruptcy of KPNQwest, and they seek damagethié bankruptcy deficit of KPNQwest, which isiolad to be approximately
€4.2 billion (or approximately $5.4 billion based the exchange rate on December 31, 2011), plugtetgtinterest. Two lawsuits asserting
similar claims were previously filed against Qwastl others in federal courts in New Jersey in 28t Colorado in 2009; those courts
dismissed the lawsuits without prejudice on theugrds that the claims should not be litigated inUinited States.

On September 13, 2006, Cargill Financiatihégs, Plc and Citibank, N.A. filed a lawsuit iretDistrict Court 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@@nancial and business condition
in connection with the origination of a credit fitgiand wrongfully allowed KPNQwest to borrow fundnder that facility. Plaintiffs allege
damages of approximately €219 million (or approxieha$284 million based on the exchange rate orebdser 31, 2011).

We have not accrued a liability for the edbonatters as it is premature to determine whethexccrual is warranted and, if so, a reasonable
estimate of probable liability. We will continue defend against the pending KPNQwest litigationteratvigorously.

Several putative class actions relatinth&installation of fiber-optic cable in certaighis-of-way were filed against Qwest on behalf of
landowners on various dates and in various conrfdabama, Arizona, California, Colorado, Delawdtlgrida, Georgia, Illinois (where there
is a federal and a state court case), Indiana,,|&&asas, Maryland, Massachusetts, Michigan, MiateesVlississippi, 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 ehgé 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 eas#rthat did not include the right to permit usristall our fiber-optic cable in the right-of-
way without the Plaintiffs' consent. Most of thdiaegs purport to be brought on behalf of state-witdsses in the named Plaintiffs' respective
states, although two of the currently pending astipurport to be brought on behalf of multi-stdtesses. Specifically, the lllinois state court
action purports to be on behalf of landownerslindis, lowa, Kentucky, Michigan, Minnesota, NeldtasOhio 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 damagesJiy 18, 2008, a federal district court in Massasgtts entered an order preliminarily
approving a settlement of all of the actions désxtiabove, except the action pending in Tenne§se&eptember 10, 2009, the court denied
final approval of the settlement on grounds th&dked subject matter jurisdiction. On Decembe2(®)9, the court issued a revised ruling that,
among other things, denied a motion for approvahast 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 Tennessee statet. Final approval also has been
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granted in federal court actions in Idaho and N@#kota, to which Qwest is not a party. We havewsst an amount that we believe is
probable for these matters; however, the amoumtisnaterial to our financial statements.

Other Matters

From time to time, we are involved in otpeoceedings incidental to our business, includidministrative hearings of state public utility
commissions relating primarily to rate making, ast relating to employee claims, various tax issoesasional grievance hearings before
labor regulatory agencies, patent infringementgaliens and miscellaneous third party tort actidiee 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.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART I

ITEM5. MARKET FOR REGISTRANT'S COMMON EQUITY, R ELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Our common stock is listed on the New Y8tkck Exchange ("NYSE") and the Berlin Stock Exaeand is traded 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
High Low Dividend per common share

2011

First quarte $ 46.7¢ 39.4¢ 728
Second quarte 43.4¢ 38.6¢ 72t
Third quartel 41.3: 31.7¢ 72k
Fourth quarte 38.01 31.1¢ 72t
2010

First quarte $ 37.0( 32.9¢ 728
Second quarté®) 36.7¢ 14.1¢ T72E
Third quartel 40.0( 32.92 72t
Fourth quarte 46.8i 39.1¢ 72t
1) During the widelypublicized temporary market disruption that occdroe the afternoon of May 6, 2010, our common stacknentarily traded as low as $14

in markets other than the NYSE. The opening ansimgpprices of our common stock on May 6, 2010,e/%84.48 and $33.52, respective
Common stock dividends during 2011 and 20&€e paid each quarter.

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

At February 21, 2012, there were approxatyat 75,000 stockholders of record although thesesvgignificantly more beneficial holders
of our common stock. At February 21, 2012, theiolpstock price of our common stock was $39.43.
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Issuer Purchases of Equity Securities

The following table contains informationoaib shares of our common stock that we withhelchfeonployees to satisfy tax obligations
related to the vesting of stock-based awards duhiadourth quarter of 2011

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

of Shares Paid Per Announced Plans  Under the Plans or
Purchased Share or Programs Programs
Period
October 201: 13,92 % 34.4( N/A N/A
November 201: 2,22¢ 37.2¢ N/A N/A
December 201 30¢ 36.6¢ N/A N/A
Total 16,45¢

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

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

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

The results of operations include Savvigkeriods after July 15, 2011, Qwest for perioderaApril 1, 2011 and Embarq for periods after
July 1, 2009.
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Selected financial information from the solidated statements of operations data is aswello

Years Ended December 311
2011 2010 2009 2008 2007

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

Operating revenue $ 15,35! 7,042 4,97¢ 2,60( 2,65¢
Operating expenst $ 13,32¢ 4,982 3,741 1,87¢ 1,863
Operating incomi $ 2,02t 2,06( 1,23 721 793
Income before income

tax expensi $ 94¢ 1,531 81: 561 62C
Net income $ 573 94¢ 647 36€ 41€
Basic earnings per

common shar $ 1.07 3.1 3.2¢ 3.5:2 3.7¢
Diluted earnings per

common shar $ 1.07 3.1¢ 3.2t 3.52 3.71
Dividends declared pt

common shar $ 2.9C 2.9C 2.8(C 2.167¢ .2€

Weighted average bas

common shares

outstanding 532,78( 300,61¢ 198,81 102,26¢ 109,36(
Weighted averag

diluted common

shares outstandir 534,12: 301,297 199,05 102,56( 112,78

1) See "Management's Discussion and Analysis of Finh@ondition and Results of Operations—Result®pérations” in Item 7 of this report for a discossof
unusual items affecting the results as of the yeaded December 31, 2011, 2010 and 2

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

December 31
2011 2010 2009 2008 2007
(Dollars in millions)

Net property, plant an

equipmen $ 19,43¢ 8,754 9,09i 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 long-term deb®) ¢ 21,83¢ 7,32¢ 7,75¢ 3,31¢ 3,01«
Total stockholders'
equity $ 20,82 9,641 9,46’ 3,16¢ 3,41¢
1) Total long-term debt is the sum of current matesitof long-term debt and long-term debt on our clitisted balance sheets. For total obligations, see

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

2011 2010 2009 2008 2007
(Dollars in millions)

Net cash provided b

operating activitie: $ 4,201 2,04¢ 1,574 853 1,03(
Net cash used i

investing activities (3,647 (85¢) (679) (389) (619)
Net cash used i

financing activities (577 (1,17%) (97¢€) (255) (402)

Payments for propert
plant and equipmen
and capitalized
software (2,417 (864) (755) (287) (32€)

The following table presents certain sadatonsolidated operating data as of the follovdatgs:

December 31

2011® 2010 2009 2008 2007
(in thousands)
Broadband subscribe 5,554 2,34¢ 2,18¢ 62€ 541
Access line: 14,58¢ 6,48¢ 7,02¢ 2,02t 2,152
1) In connection with our Qwest acquisition on Aprjl2D11, we acquired approximately 9.0 million télepe access lines and approximately 3.0 milliora8bant
subscribers.
) In connection with our Embarq acquisition on July2Q09, we acquired approximately 5.4 million télepe access lines and approximately 1.5 million

broadband subscribel
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
All references to "Notes" in this Item 7 refer be tNotes to Consolidated Financial Statements deduin Item 8 of this annual report.

Certain statements in this report congtifotward-looking statements. See "Special NoteaR#igg Forward-Looking Statements" in
Item 1 of this report for factors relating to thetsatements and see "Risk Factors" in Iltem 1A isfrégport for a discussion of certain risk fac
applicable to our business, financial condition eegllts of operations.

Overview

We are an integrated communications compaggaged primarily in providing an array of comnoations services to our residential,
business, governmental and wholesale customersc@umunications services include local and longagise, 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 proladal access and fiber transport services to ctithygelocal 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 communicaticervices.

At December 31, 2011, we operated 14.58domiaccess lines in 37 states, and served 5.58#mbroadband subscribers. During 2011,
we updated our methodology for counting access larel broadband subscribers. Our access line ma#tgydincludes only those access lines
that we use to provide services to external custsmed excludes lines used solely by us and oiliaggs. Our methodology also excludes
unbundled loops and includes stand-alone broadbalpstcribers. Our methodology for counting accesslimay not be comparable to those of
other companies.

Our consolidated financial statements idelthe accounts of CenturyLink, Inc. ("CenturyLipkhd its majorityewned subsidiaries. The
subsidiaries include SAVVIS, Inc. ("Savvis") asJoly 15, 2011, Qwest Communications International ("Qwest") as of April 1, 2011 and
Embarqg Corporation ("Embarqg") as of July 1, 20084 8lote 2—Acquisitions). Due to the significaniesif 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 trendswleabelieve are significant, even if they are netessarily material to the combined
company.

In the discussion that follows, we refethe business that we operated prior to the Qwagtisition (including Embarq's business) as
"Legacy CenturyLink" and refer to the incrementasiness activities that we now operate as a re$tiie Savvis acquisition as "Legacy
Sawvis" and the Qwest acquisition as "Legacy QwWexrie to the magnitude of our recent acquisitioneelation to Legacy CenturyLink
operations, in the combined company variance d&ans below we have separately reflected the inspafdboth the Legacy Qwest and Leg
Sawvis operations for enhanced visibility, althoughactively manage the combined company throughaur segments, as discussed further
below.

We have incurred operating expenses retatedr acquisitions of Savvis in July 2011, QwiesApril 2011 and Embarq in July 2009.
These expenses are reflected in cost of serviakprducts and
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selling, general and administrative expenses irconsolidated statements of operations as sumnasbiziew.
Years Ended December 31

2011 2010 2009
(Dollars in millions)

Cost of services and produc
Integration and other expens
associated with acquisitiol $ 43 37 —
Severance expenses, acceler:
recognition of sharbased awards ai
retention compensation associated
with acquisitions 24 12 6

Selling, general and administrati\

Expenses incurred to effect acquisitic $ 79 13 65
Integration and other expenses associa
with acquisitions 172 64 86

Severance expenses, accelerated
recognition of share-based awards ar
retention compensation associated w
acquisitions 14¢ 19 114
$ 40C 96 26t

This table does not include costs incubpd@west or Savvis prior to being acquired by ussé&l on current plans and information, we
estimate that, in relation to our Qwest acquisitiwa will incur approximately $800 million to $1llwn of operating expenses associated with
transaction and integration costs (which includgzaeximately $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 aatimg effective July 1, 2009, we recorded a onesfimon-cash extraordinary 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 refbaer operations as a single segment. In connewtittmour acquisitions 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 productsdeservices to residential consumers, small to nme-sized
businesses and regional enterprise customers;

. Business marketswhich consists primarily of providing productsdaservices to enterprise and government customers;

. Wholesale marketswhich consists primarily of providing productsdaservices to other communications providers; and

. Savvis operationwhich consists primarily of providing hosting anetwork services primarily to business customersigiesd

by Legacy Savvis. The business markets segmergntilyriprovides some of the same services as owiSaperations segment,
and we may reclassify in the future the revenuesexapenses associated with those services asfpart 8avvis operations
segment. We will continue to classify those semwias part of the business markets segment untirevable to further integrate
Legacy Savvis.
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Due to system limitations, it is impractitato report 2009 segment information using ourent segment view. As such, only 2010
financial data has been revised under our new seigstireicture described above.

We now report financial information sepahafor each of these segments; however, our segimienmation does not include capital
expenditures, total assets, or certain revenueggmehses that we manage on a centralized basige Asntinue to integrate our recent
acquisitions, we may make further changes to theweassess performance and make decisions alboteatalg resources, which could
change our segment reporting. Our segment regeltsa necessarily indicative of the results ofragiens that our segments would have
achieved had they operated as stand-alone ertiti&sg the periods presented. For additional intiom about our segments, see Note 13—
Segment Information and "Results of Operations—SsggrResults" below.

Results of Operations

The following table summarizes the resafteur consolidated operations for the years emdecember 31, 2011, 2010 and 2009,
presented in a manner that we believe will be ddefwunderstanding the relevant trends affectinglmusiness. 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 (2,079 (529 (420
Income tax expens 37¢ 5832 30z
Extraordinary item, net of income tax

expense — — 13€
Net income $ 57¢ 94¢ 647
Employees 49,20( 20,30( 20,20(

BASIC AND DILUTED EARNINGS PER
COMMON SHARE

Before extraordinary iter $ 1.07 3.1: 2.5t
Extraordinary iterr — — .68
Basic and diluted earnings per common

share $ 1.07 3.1¢ 3.2t

The lower levels of net income in 2011 werienarily attributable to the acquisition of Qwest of April 1, 2011, which resulted in
substantial acquisition, severance and integratigrenses, as presented in the table under the Viewérsection above. Legacy Savvis' and
Legacy Qwest's post-acquisition operations, whidiuided substantial severance and integration egseand significant acquisition
accounting adjustments to depreciation and amdtidizaxpense based on preliminary valuation eséméee Note 2—Acquisitions and
Note —Goodwill, Customer Relationships and Other IntategiAssets), did not contribute significantly tar @onsolidated net income in
2011. Our current preliminary valuation estimateesuwr recently acquired assets and liabilitiessargject to change as we finalize our estim
of acquisition date fair value, including thoseatetl to assets under capital leases, which maijt nesnaterial changes to depreciation
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expense. Within our Legacy CenturyLink businesswgh in strategic services revenues (which we desdurther below) did not fully offset
lower revenues from other services and productthéu contributing to the decreases in consolidattdncome.

Diluted earnings per common share in 204% substantially lower than the amounts for theesponding periods of 2010 and 2009 due
to decreases in net income, as well as increagbe Wweighted average number of outstanding conshares. 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 catimresvith the Savvis acquisition on July 15, 2011.

The following table summarizes our broadbanbscribers and access lines:

Years Ended December 31
2011 2010 2009
(in thousands)

Operational metrics
Broadband subscribe 5,55¢ 2,34¢ 2,18¢
Access line: 14,58¢ 6,48¢ 7,02

During the last several years, we have ggpeed revenue declines primarily due to declineccess lines, intrastate access rates and
minutes of use. Prior to our acquisition, Qwest Baplerienced 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 bimgdéf integrated service

. provide new services, such as video, cloud hostiramaged hosting, colocation services and othdtiadal services that may
become available in the future due to advancesdhrtology, wireless spectrum sales by the FCC pramements in our
infrastructure;

. provide our broadband and premium services to lagnigercentage of our customers;

. pursue acquisitions of additional communicatiorgpprties if available at attractive prices;

. increase usage of our networks; :

. market our products and services to new custor

Operating Revenues

During 2011, we revised the way we categodur products and services. We currently categarir products, services and revenues
among the following four categories:

. Strategic service, which include primarily private line (includingescial access which we market to business customter:
require dedicated equipment to transmit large arsooihdata between sites), broadband, hostingu@et cloud hosting and
managed hosting), colocation, multi protocol limétshing ("MPLS") (which is a data networking techogy that can deliver tl
quality of service required to support real-timécecand video), video (including DIRECTV), voiceesMnternet Protocol
("VolIP") and Verizon Wireless services;

. Legacy serviceswhich include primarily local, longistance, switched access, public access, intehsatwices digital networ

("ISDN") (which uses regular telephone lines tosup voice, video and data applications), and tiadil wide area network
("WAN") services (which allows a local communicatonetwork to link to networks in remote locatigns)
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. Data integration, which is telecommunications equipment we sell théocated on customers' premises and relatefé gsimnal
services, such as network management, installatiohrmaintenance of data equipment and buildingagnietary fiber-optic
broadband networks for our government and busioest®omers; and

. Other revenuesyhich consists primarily of USF revenue and surgbar

We have revised our 2010 presentation opoeducts and services revenues to conform t@orrent categories for 2011. Due to system
limitations, we have deemed it impracticable tcorépur 2011 revenue by our previous products amdces, 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 charge;

. Data, which included revenues primarily from monthlguering charges for providing broadband accessaesydat:
transmission services over special circuits andapeilines and switched digital television servjces

. Network Acces, which included revenues primarily from providiwolesale services to various carriers and cust®m
connection with the use of our facilities to origie and terminate their interstate and intrastaigevtransmissions as well as
universal support funds and reciprocal compensditmn CLECs and wireless service providers; and

. Other revenue, which included revenues from providing (i) fikesnsport, CLEC and security monitoring servicé@sjéasing,
selling, installing and maintaining customer pregrasjuipment and wiring; (iii) providing payphonewsees; (iv) participating il

the publication of local directories; (v) providingtwork database services and (vi) providing visewices, as well as other
new product and service offerings.

The following table summarizes our opergtieavenues under our current revenue categorization

Years Ended

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

Strategic service $ 6,254 2,04¢ 15C 3,57 483 4,20t
Legacy service 7,68( 4,28¢ (483) 3,87¢ — 3,392
Data integratior 537 15¢ (23) 40z — 37¢
Other 88C 547 (24) 357 — 332
Total operating

revenue: 15,35 7,04z (380) 8,20¢ 483 8,30¢
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For comparability purposes, we have inctuttes former revenue categorization for 2010 ar@20

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¢ 1,202 (28) 73E 707
Network

acces: 1,08( 92¢ (96) 24¢ 152
Other 91t 67€ (33 272 23¢
Total

operati

revenu $ 7,04z 4,97¢ (234) 2,30z 2,06¢

Our operating revenues increased subsligritis2011 as compared to 2010 due to our acqaisstof Savvis and Qwest. Due to our
acquisition of Embarg on July 1, 2009, our 2010rafirg revenues reflect a full year of Embarq'siitss as opposed to our 2009 operating
revenues, which reflect only six months of Embarg&uilts.

Total operating revenues increased $8.308rbin 2011 as compared to 2010 and increase@@®billion in 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 hillion. Legacy CenturyLiniperating 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's markets. Access lines in our Le@amturyLink markets declined to 6.051 million atdeeber 31, 2011 from 6.489 million
December 31, 2010, a decrease of 6.75%, and w@2é willion at December 31, 2009, a decrease @%.6Ne believe the decline in the
number of access lines was primarily due to thpldtement of traditional wireline telephone sersibg other competitive products and
services. We estimate that our access lines ldsbevbetween 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 higleegenues from strategic services revenues. Broaddnaahgrivate line services accounted for a
majority of the growth in strategic services revenun 2010, total operating revenues decreased Billlon due to the elimination of all
intercompany transactions upon the July 1, 200€odisnuance of regulatory accounting.

We are aggressively marketing our strategiwices (including our data hosting services) @atd integration to offset the continuing
declines in our legacy services revenues. We keler recent acquisitions of Savvis and Qweststigngthen our ability to achieve this goal.
Further analysis of our operating revenues by segmerovided below in "Segment Results."

Operating Expenses

As discussed in Note 1—Basis of Presemtatitd Summary of Significant Accounting Policiestidg 2011 we 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, ouecgiting expenses increased substantially in cosgato 2010 primarily due to our
acquisition of Qwest and Savvis. In addition, ope@ting expenses increased substantially in 26 @mpared to 2009 due to our acquisition
of Embarq.
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The following tables summarize our opemtxpenses:

Years Ended

December 31, Increase (Decrease

2011 2010 CenturyLink Qwest Savvis Total
(Dollars in millions)

Cost of services ar
products (exclusiv
of depreciation an

amortization) $ 6,328 2,54¢ (4) 3,528 262 3,781
Selling, general and

administrative 2,97t 1,00¢ 60 1,791 12C 1,971
Depreciation and

amortization 4,02¢ 1,43¢ 72 2,394 12€ 2,59
Total operating

expense: $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 produt
(exclusive of depreciation an

amortization) $ 2,54« 1,801 (59 80z 745
Selling, general and

administrative 1,004 96& (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 expens&8.844 billion in 2011 was largely attributabtethe inclusion of $7.7 billion in post-
acquisition Legacy Qwest operating expenses (ngttefcompany eliminations) in our consolidatedragtiag expenses. In addition, the
acquisition of Savvis on July 15, 2011 increasedoomsolidated 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@atting adjustments to depreciation and amortinatixpense (see Note 2—Acquisitions and
Note —Goodwill, Customer Relationships and Other IntalgiAssets). 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 compaced 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 Legacyt@eLink operations was relatively unchanged i 20OFor 2011, 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 decreasgcitities costs associated with the migratioriegfacy Embarq long-distance traffic to our
internal networks. Costs of services and produc#)il0 (excluding $802 million of incremental coastsociated with operating the Embarq
properties for a full year in 2010 as compared halhyear in 2009) decreased $59 million primadle to a reduction in operating expenses
from the elimination of all intercompany transansaupon the discontinuance of regulatory accounting
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Legacy CenturyLink selling, general and audstrative expenses increased $60 million, or 6.68%2011 as compared to 2010, while
selling, general and administrative expenses deetk$d87 million for 2010 as compared to 2009. Hgrariods presented, our expenses
include significant transaction, severance andyiistigon expenses related to the Savvis, Qwest amubhEq acquisitions (see table in
"Overview" above). Changes in the timing and amair@west and Savvis integration expenses resuitedt increases in Legacy
CenturyLink selling, general and administrative exges of $164 million in 2011, from the amountstifier comparable periods of 2010. This
increase was partially offset by a decrease ofB®n in 2011 in operating taxes, which were pairty due to favorable property tax and
transaction tax settlements. In addition, in 20Elhad a decrease of $20 million in compensatioe®sgs, which were primarily due to
workforce reductions and lower pension expensdinBebeneral and administrative expense in 20%0I¢eling $126 million of incremental
costs associated with operating the Embarq pragseforr a full year in 2010 as compared to a hadf ye 2009) decreased $87 million primau
due to a $32 million reduction in salaries and liesiea $17 million decrease in legal costs and & @illion reduction in expenses from the
elimination of all intercompany transactions du¢ht® discontinuance of regulatory accounting.

Depreciation and amortization for LegacytDeyLink increased $72 million, or 5.0%, in 201rinparily due 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 effectilye Ju2009 upon the discontinuance of regulatogoaating and a $25 million decrease of
certain assets becoming fully depreciated. Theseedses were partially offset by a $22 million @ase due to higher levels of plant in service.
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Other Consolidated Results
The following tables summarize our totdletincome (expense) and income tax expense:

Years Ended

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

Interest

expens $ (1,072 (544 34 48€ 8 52¢
Other

income

(exper (5) 15 17 6 (©)] 20
Total

other

income

(exper $ (2,077%) (529 51 492 5 54¢
Income

tax

expens $ 37¢ 582 nm nm nm (209

Years Ended December 3: Increase (Decrease
2010 2009 CenturyLink Embarq Total
(Dollars in millions)

Interest expens $ (5449 (367) 13 164 177
Other income

(expense 15 (53 (25) (43 (68)
Total other income

(expense $ (529) (420 (12 121 10¢
Income tax expens $ 58< 302 nm nm 281

nm—Attributing changes in income tax expense toattguisitions of
Sawvis, Qwest and Embarq is considered not meanir

Other Income (Expense)

Interest expense increased $528 milliodGhl primarily due to debt assumed in the Qwestiaitepn and incurred subsequent to that
acquisition. See Note 4—Lortgrm Debt and Credit Facilities and "Liquidity a@dpital Resources” below for additional informatadyout the
debt assumed in the Qwest acquisition.

Interest expense for Legacy CenturyLinkéased $34 million, or 6.3%, in 2011 compared tb®&nd $13 million, 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, prtidfset by principal repayments made during 2@b@ the first quarter of 2011. In 2010,
interest expense increased primarily due to theyést expense attributable to $4.9 billion of Emlsaindebtedness we assumed in mid 2009.

Other income (expense) reflects certamd@ot directly related to our core operationsiudinig gains and losses from non-operating
asset dispositions and impairments, our sharecohire 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 extiisfument transactions consummated in October 2008Kizh $27 million was incurred by
CenturyLink and $45 million was incurred by Embarq)
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Income Tax Expense

Our income tax expense for the years efEmbmber 31, 2011 and 2010 decreased $208 miltidnrereased $281 million, respectively,
from the amounts for the comparable year. Our dserén 2011 was primarily due to a decrease imirecbefore income tax expense due
primarily to the acquisition of Qwest. Our 2010r@&se was due to increased income before incomextgnse due in part to the inclusion
full year of Embarq operations in 2010. For thergended December 31, 2011, 2010 and 2009, owtiegteéncome tax rate was 39.6%, 38
and 37.2%, respectively. The 2011 increase wasmdpart to the effects of certain nondeductibleenges incurred in connection with our
acquisition of Qwest, which was substantially offsg the effects of a tax law change in one ofdtages in which we operate that resulted in
recognition of a $14 million tax benefit in the ead quarter of 2011. In addition, due to executivmpensation limitations pursuant to the
Internal Revenue Code, a portion of the lump sustributions related to the termination of an exeeutetirement plan made in the first
quarter of 2009 is reflected as non-deductiblérfoome tax purposes and thus increased our eféettoome tax rate. Certain merger-related
costs incurred during 2010 and 2009 are also noatible 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 Tamds'Income Tax Expense" for
additional information.

Extraordinary Item

Upon the discontinuance of regulatory aatiog on July 1, 2009, we recorded a one-time extliaary gain of approximately
$136 million after-tax. See Note 14—DiscontinuanE®egulatory Accounting for additional informatioelated to this extraordinary gain.
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Segment Result
Segment information 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 incorr $ 7,93¢ 4,092
Total margin percentag 55% 63%
Regional markets

Revenue! $ 7,832 4,64(

Expense! 3,39¢ 1,78¢

Income $ 4,43¢ 2,851

Margin percentag 57% 62%
Business market:

Revenue! $ 2,861 26€

Expense: 1,73¢ 12C

Income $ 1,12¢ 14¢€

Margin percentag 39% 55%
Wholesale market:

Revenue! $ 3,29t 1,58¢

Expense! 1,021 50C

Income $ 2,27¢ 1,08¢

Margin percentag 69% 69%
Savvis operations

Revenue! $ 483 —

Expense: 38C —

Income $ 10¢ —

Margin percentag 21% —

The lower levels of margin percentage &mrional markets and business markets in 2011 weraply attributable to the inclusion of
Qwest's results beginning April 1, 2011.

For several years prior to 2011, we repbder operations as a single segment. Due to sylgt@tations we have not reported our 2009
segment information using our current segmentseaave deemed it impracticable to do so. As sirehfdllowing section only includes data
for the years ended December 31, 2011 and 201c@eselidated operating results in the "Result®pérations—Overview" section above f
variance discussions related to our 2009 finanefatmation.
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The following table reconciles our totagjseent revenues and total segment income presebtee & operating revenues and operating
income reported in our consolidated statementgpefaiions.

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 consolidatedrsints o

operations $ 15,35 7,042
Total segment incomr $ 7,93¢ 4,09z
Other operating revenu 88C 547
Depreciation and amortizatic (4,026 (1,439
Other unassigned operating exper (2,76%) (1,145
Operating income reported in our consolidated siates of

operations $ 2,02t 2,06(

In connection with the recent reorganizatid our segments, we also revised the way we oatEgour segment 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 RevenuesvabWe report our segment expenses for regiongtets business markets and wholesale
markets as follows:

. Direct expenseswhich primarily are specific, incremental expenseurred as a direct result of providing serviaed products
to segment customers, along with selling, generdladministrative expenses that are directly aasediwith specific segment
customers or activities; and

. Allocated expenseswhich are determined by applying activity-basedtimg and other methodologies to include network
expenses, facilities expenses and other expenshsasifleet, product management and real estagnegp.

For Savvis operations, segment expensesgocate the entire operations of our Savvis sudsas, including 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 gatihhges. Consequently, all Savvis operations segexpenses have been categorized as direct
expenses. We intend to refine our expense methggalod begin allocating expenses to Savvis opera@s we continue integrating it among
our other segments beginning in 2012.

We do not assign depreciation and amortinaxpense to our segments, as the related assktapital expenditures 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 agsdbt 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.
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We may make further changes to our segmeguirting as we continue to integrate the operatafriiegacy Qwest and Legacy Savvis.
more information on our segment reporting, see N8te-Segment Information.

Regional Markets

The operations of our regional markets sagrhave been impacted by several significant seimtluding 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 services.We continue to focus on increasing subscribemuotbroadband services in our regional marketmsed; In
order to remain competitive, we believe continualigreasing connection speeds is important. Asaltieve continue to invest
in our fiber to the node, or FTTN, deployment, whadlows for the delivery of higher speed broadbseices. While
traditional ATM-based broadband services are diegjirthey have been more than offset by growthharfbased broadband
services. We also continue to expand our proddetiofys including facilities-based video servicesl @nhance our marketing
efforts as we compete in a maturing market in winidst consumers already have broadband servicegxpéet these efforts
will improve our ability to compete and increase btoadband revenues.

. Facilities-based video expenst As we continue to expand our facili-based video services we are incurring -up expense
in advance of the revenue that this service is eegeto generate. Although, over time, we expeat dhur revenue for facilities-
based video services will offset the expenses fedythe timing of this revenue growth is uncertain

. Access lines Our voice revenues have been, and we expecthiiegontinue to be, adversely affected by accéess llosses
Intense competition and product substitution cargito drive our access line losses. For examplayroansumers are
substituting cable and wireless voice and electramiil and social networking services for traditibnoice telecommunications
services. We expect that these factors will comtitiuiimpact our business. Service bundling andrgiteduct promotions, as
described below, continue to be some of our regmtsoffset the loss of revenues as a resultadsacline losses.

. Service bundling and product promotio We offer our customers the ability to bundle ripldt products and services. The
customers can bundle local services with otheriees\wsuch as broadband, video, long-distance aredless. While our video
and wireless services are an important piece otostomer retention strategy, they do not makegeleontribution to strategic
services revenues. However, we believe customéug tiae convenience of, and price discounts aswatiaith, receiving
multiple services through a single company. Whiladie price discounts have resulted in lower averagenues for our
individual products, we believe service bundlesticmre to positively impact our customer retentibnaddition to our bundle
discounts, we also offer limited time promotionsaur broadband service for prospective customerswadmt our broadband
product in their bundle which further aids our #pito attract and retain customers and increaageisf our services.

. Operating efficiencies.We continue to evaluate our operating structacefacus. This involves balancing our workforce in

response to our workload requirements, productiwifgrovements and changes in industry, competitaghnological and
regulatory conditions.
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The following table summarizes the opeatiesults from Legacy CenturyLink and Legacy Qwesbur regional markets segment:

Years Ended December 31 Increase (Decrease
2011 2010 CenturyLink Qwest Total
(Dollars in millions)
Segmen
revenues
Strategic
services $ 2,532 1,212 55 1,26¢ 1,32(
Legacy
services 5,171 3,28¢ (280) 2,162 1,882
Data
integration 12¢ 13¢ (14) 4 (10
Total revenue 7,83: 4,64( (239) 3,431 3,19
Segmen
expenses
Direct 3,252 1,81¢ 3 1,431 1,43¢
Allocated 14¢€ (35) (26) 207 181
Total expense 3,39¢ 1,78: (23) 1,63¢ 1,61¢
Segmentincom $ 4,43¢ 2,857 (21€) 1,79:¢ 1,577
Segment margi
percentag! 57% 62%

Segment Income

The acquisition of Qwest on April 1, 20%tdely contributed to an increase in our regionatkats segment income of $1.577 billion for
the year ended December 31, 2011 as compared €@ 20t consolidated segment margin percentagerdetln 2011 as a result of lower
margins in Legacy Qwest markets. Segment incomedbtegacy CenturyLink operations decreased $2ill®omas compared to 2010
reflecting declines in revenues while expenses ieedarelatively flat.

Segment Revenues

Excluding 2011 revenues attributable to@weest acquisition, regional markets revenues dseek $239 million, or 5.2%, for the year
ended December 31, 2011 as compared to 2010. Giowthategic services revenues did not fully dftselecline in legacy services revenues.
The higher amounts of strategic services reventgedue principally to volume increases in our ftied-based video services and increases in
the number of broadband subscribers, partiallyedtiy the effects of rate discounts. Increasesii$land Ethernet services volumes also
contributed to higher strategic services revenuegacy services revenues decreased primarily ddediines in local services associated with
access line losses resulting from competitive press

Segment Expenses

Regional markets expenses, exclusive ohtg@west expenses, decreased $23 million, or If@%he year ended December 31, 201
compared to 2010, primarily due to lower marketimgl advertising expenses and decreased emplogtedexpense due to workforce
reductions, partially offset by increased costprwvide facilities-based video services.

Business Markets

The operations of our business markets saghmave been impacted by several significant seingdluding 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.
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. Strategic services.Our mix of total revenues continues to migraterflegacy services to strategic services as ogrgmge an(
government customers increasingly demand custonairddntegrated data, Internet and voice servidksoffer diverse
combinations of emerging technology products amdiges 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 arstrategic services, we
expect overall revenues from these services to grow

. Legacy services We face intense competition with respect to egaty services and continue to see customers mig@avay
from these services and into strategic serviceadtfition, our legacy services revenues have beémve expect they will
continue to be adversely affected by access liggel®.

. Data integration. We expect both data integration revenue andetta¢ed costs will fluctuate from quarter to quagstthis
revenue stream tends to be more sensitive than @henue streams to changes in the economy actthttges in spending
trends of our federal government customers.

. Operating efficiencies We continue to evaluate our operating structacefacus. This involves balancing our workforce
response to our productivity improvements whilei@eing operational efficiencies and improving ouogesses through
automation. We also expect our business marketaesgito benefit indirectly from efficiencies in ccmmpany-wide network
operations.

The following table summarizes the opeatiesults from Legacy CenturyLink and Legacy Qwesbur business markets segment:

Years Ended December 31 Increase (Decrease
2011 2010 CenturyLink Qwest Total
(Dollars in millions)
Segment
revenues
Strategic
services $ 1,341 57 1 1,28 1,28¢
Legacy
services 1,11z 19C 9 932 923
Data
integration 407 19 9 397 38¢
Total revenue 2,861 26€ ()] 2,612 2,59
Segment
expenses
Direct 764 6 8 75C 75€
Allocated 972 114 (1) 86¢ 85¢
Total expense 1,73¢ 12C 3 1,61¢ 1,61¢
Segment incom $ 1,12¢ 14€ (14) 99z 97¢
Segment margi
percentag: 39% 55%

Segment Income

The acquisition of Qwest on April 1, 201bstantially increased the scale of our businesketesegment, resulting in an increase in our
segment income of $979 million, for the year enBedember 31, 2011 as compared to 2010. Our com$¢etidsegment margin percentage
declined in 2011 as a result of lower margins igdey Qwest markets. Legacy Qwest operations aceddat 91.3% of our 2011 business
markets segment revenues and 88.3% of our segnuomhe.

59




Table of Contents
Segment Revenues

Legacy CenturyLink business markets reverdgereased $17 million, or 6.4%, for the year dridecember 31, 2011 as compared to
2010. This decrease primarily reflected lower rexenfrom legacy services driven by access lineebasd lower data integration revenues
to lower sales of data integration equipment.

Segment Expenses

Legacy CenturyLink business markets expensmained relatively flat for the year ended Delnein81, 2011 as compared to 2010.
However, direct expenses increased primarily duedeased employee related expenses resultingdrtarger sales force and higher custc
premise equipment expenses in 2011, while allocatpenses decreased due to lower network expeslsésd to cost optimization efforts.

Wholesale Markets

The operations of our wholesale marketsnsgy will likely be impacted by the recently adapteCC order which will substantially
increase the pace of reductions in the amount @€led access revenues we receive, as discusseel IRegulation” section in Item 1 of this
report, as well as the significant trends discussgdw. The discussion that follows generally agplio both our Legacy CenturyLink markets
and our Legacy Qwest markets for periods afterAgd 1, 2011 acquisition date.

. Private line services (including special acce: Demand for our private line services continuesmtoease, despite o
customers' optimization of their networks, industonsolidation and technological migration. While expect that these factors
will continue to impact our wholesale markets segtnee ultimately believe the growth in fibbased special access provide
wireless carriers for backhaul will, over time,s#ft the decline in copper-based special accesgdpbto wireless carriers as
they migrate to Ethernet, and bandwidth consumpiimvs, although the timing and magnitude of thishhological migration
uncertain.

. Access and local services revent Our access and local services revenues haveamebwe expect will continue to t
adversely affected by regulation, technologicalnatign, industry consolidation and rate reductidfs. example, consumers are
substituting cable, wireless and VolP servicegraditional voice telecommunications services, lt@syin continued access
revenue loss. We expect these factors will conttowsdversely impact our wholesale markets segment.

. Long-distance services revenuegvholesale long-distance revenues continue tdrieeaks a result of customer migration to

more technologically advanced services, price cesgon, declining demand for traditional voice gy and industry
consolidation.
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The following table summarizes the opeatiesults from Legacy CenturyLink and Legacy Qwesbur wholesale markets segment:

Years Ended December 31 Increase (Decrease
2011 2010 CenturyLink Qwest Total
(Dollars in millions)
Segmen
revenues
Strategic
services $ 1,89¢ 78C 94 1,02¢ 1,11¢
Legacy
services 1,39¢ 80¢ (1949) 781 587
Data
integration 1 — — 1 1
Total revenue 3,29 1,58¢ (200 1,80¢ 1,70¢
Segmen
expenses
Direct 174 13¢ (6) 41 35
Allocated 847 361 61 42¢ 48€
Total expense 1,021 50C 55 46€ 521
Segmentincom $ 2,27¢ 1,08¢ (155) 1,34(C 1,18¢
Segment margi
percentag! 69% 69%

Segment Income

The acquisition of Qwest on April 1, 20htdely contributed to an increase in our wholessdekets segment income of $1.185 billion for
the year ended December 31, 2011 as compared € 3@@ment income for our Legacy CenturyLink openatdecreased $155 million for |
year ended December 31, 2011 as compared to 2fatrily reflecting declines in revenues in bothipds, as discussed further belc

Segment Revenues

Excluding 2011 revenues attributable to@weest acquisition, wholesale markets revenuesdsed $100 million, or 6.3%, for the year
ended December 31, 2011 as compared to 2010. &bisake reflects substantially lower revenues femacy services, partially offset by
growth in revenues from strategic services. Theadese in legacy services revenues reflects ongtinlines in access and local services
volumes and revenues due to the substitution décalireless and VolP services for traditional wotelecommunications services. Growth in
strategic services revenues, primarily relatingrigate line and special access services, partidffet the declines in legacy services revenues.

Segment Expenses

Wholesale markets expenses, exclusive gty Qwest expenses, increased $55 million, or ¥de4he year ended December 31, 2011
as compared to 2010. The increase in Legacy Cdrihkyvholesale markets expenses was primarily duadreased allocated expenses
reflecting increased bad debts expense. Directresqegedecreased for the year as a result of reciooeds costs.

Savwvis Operations
The operations of our Savvis operationsreay could be impacted by several significant teemtcluding those described below.

. Colocation. Colocation is designed for clients seeking datater space and power for their server and netwgréquipment
needs. Our data centers provide our clients artlumevorld with a secure, high-powered, purposethadation for their IT
equipment. We anticipate
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continued pricing pressure for these services adeshle vendors enter the enterprise colocatioketianowever, we believe
that our data center expansion strategy can helpgate these pricing challenges.

. Managed hosting Managed hosting services provide a fully managgdtion for a customer's IT infrastructure andauek
needs, and include dedicated and cloud hostingcesrwitility and computing storage, consulting amthaged security services.
We expect increasing pricing pressure on the mahhgsting business from competing cloud computiifierimgs. However, w
remain focused on growing our managed hosting lkssirspecifically in our cloud service offeringsyee believe this is a key
to growth. We believe that we have continued tergjthen our cloud position in the market by addiiffgrentiating features to
our cloud products.

. Network services Network services are comprised of our managedar&tservices, including managed VPN, hosting i
network and bandwidth services. Segment incoméhfEse services has been relatively flat due tangripressures on VPN and
bandwidth services, offset by increases in netvgerices that support our colocation and managstingpservice offerings.

The following tables summarize the opetiesults of Savvis operations for 2011 after theguisition date of July 15, 2011:

Years Ended December 31

2011 2010 Increase (Decrease
(Dollars in millions)
Strategic service $ 482 — 482
Segment expens: 38C — 38C
Segment incom $ 108 — 102
Segment margin percenta 21% —

Segment Revenues

Segment revenues for our Savvis operatias$483 million, which was derived from colocatgarvices of $183 million, or 37.9%,
managed hosting services of $182 million, or 37.@%e network services of $118 million, or 24.4%.

Segment Expenses

Segment expenses attributed to Savvis tpasawas $380 million, which were derived primafilom cost of services and products of
$260 million and selling, general and administra@xpenses of $120 million.
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Critical Accounting Policies and Estimates

Our financial statements are prepared aorance with accounting principles that are gdhyeaacepted in the United States. The
preparation of these financial statements requir@sagement to make estimates and assumptiondfiwtttae reported amounts of assets,
liabilities, revenues and expenses. We have idedtdertain policies and estimates as criticaluohusiness operations and the understanding
of our past or present results of operations relti€i) business combinations; (ii) goodwill, custer relationships and other intangible assets;
(i) property, plant and equipment; (iv) pensiardgost-retirement benefits; (v) loss contingeneied litigation reserves; and (vi) income
taxes. These policies and estimates are consideitadl 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 reasondsiged on information available at
time they are made. However, there can be no asseithat actual results will not differ from thasstimates.

Business Combination

We have accounted for our acquisition ofe®ton April 1, 2011 and Savvis on July 15, 201desrthe acquisition 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.rEbegnition 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 valee®rded are made based on management's besatestiamd assumptions. In arriving at the
fair values of assets acquired and liabilities sty we consider the following generally accept@idation 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 estinadtésr value by material amounts, which can imtmaterially impact our results of
operations.

Goodwill, Customer Relationships and Other Intand¢gbAssets

We amortize customer relationships prinyasiter an estimated life of 10 years, using eithersum-of-the-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. Apmattely $237 million of our capitalized
software, which represents costs to develop agtated 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 liaesl methods used to amortize our other intangiseta. The 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'sgjitdle assets (See Note 2—Acquisitions).

We are subject to testing for impairmentoofy-lived assets (including goodwill, intangilalssets and other long-lived assets) based on
applicable accounting guidelines.
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We are required to review goodwill recordlethusiness combinations for impairment at leastually, or more 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 #ievialue. Our annual measurement date for tegtaglwill impairment is September 30.
We have managed our operations based on four apesstgments (regional markets, business markétslesale markets and Savvis
operations) and considered these four operatingneets to be the appropriate level for testing gdbdipairment.

We have attributed our goodwill balancetn segments at December 31, 2011 as follows:

(Dollars in millions)

Regional market $ 11,81
Business marke! 5,021
Wholesale market 3,53:
Savvis operation 1,357
Total goodwill $ 21,72¢

With the exception of our Savvis segment,aperating segments do not correspond to out &g#y organization structure, which
required us to apply significant judgment basechomerous assumptions to attribute our goodwill eertiain other assets and liabilities to the
operating segments in order to make our annualimmgat assessment. For this assessment, we compelniesegment's estimated fair value to
the carrying value of the assets that we attribnitbe segment. If the estimated fair value ofréporting unit is greater than the carrying value,
we conclude that no impairment exists. If the f@ilue of the segment is less than the carryingevaisecond calculation is required in which
the implied fair value of goodwill is compared teetcarrying value of goodwill that we attributetihe segment. Estimating the implied fair
value of goodwill requires further assumptions gmelapplication of judgment to assess the cur@ntilues 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 underkjitiigr the valuation methods or the attributionhods can drive material changes in the
implied fair value of goodwill.

At September 30, 2011, we estimated threvidie of our regional, business and wholesaléetareporting 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 determinedpifeliminary fair value of the assets acquired latillities assumed using various methods,
including an overall discounted cash flow analyssformed for all of Savvis' operations. As of Sepber 30, 2011, the fair value assignments
were preliminary and could change significantly mfimalization of the fair value assignments. Dagtte recentness of the acquisition and the
related preliminary valuation results and the latkny significant adverse events that have ocduoesavvis' operating results or our
expectations of forecasted operating results
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utilized in the preliminary valuation since theylb, 2011 acquisition date, we concluded thagthedwill related to the Savvis operations
not impaired as of September 30, 2011.

As of September 30, 2011, based on ouraisgberformed with respect to these segmentsssidled above, we concluded that our
goodwill was not impaired as of that date. Howewasrof that date, the estimated fair value of égtanal 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.

On October 27, 2011, the FCC adopted then€ct America and Intercarrier Compensation Reforder (the "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 toeghmaterial 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, theaseiia terminal value and the adverse effectseoORAF order, the estimated fair value of
the wholesale markets segment exceeded its agdlmarrying value by greater than 5%. We also etatland 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 cagywmalue of equity since September 30, 2011 andtki& lack of significant adverse changes in
the operating forecasts of our other segments.

We cannot assure that other adverse conditwill not trigger future goodwill impairment tesy or an impairment charge. A number of
factors, many of which we have no ability to cohtomuld affect our financial condition, operatirgsults 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 theeo&ll 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 tha component of our reporting units and (ddyitional information relative to the impact
of the CAF order. We will continue to monitor ceéntavents 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 Equipmer

Property, plant and equipment acquiredoimnection with our acquisitions was recorded bawseils fair value 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 operakmense. 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%.
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Normal retirements of property, plant aadipment are charged against accumulated depm@tjatith no gain 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 ea#duthe reasonableness of depreciable lives foprayerty, plant 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 estimategimated as a result of our most recent reviewndichave a material impact on the level of
our depreciation expense.

Pension and Po-Retirement Benefits

We sponsor several noncontributory defipedefit pension plans (referred to as our pensliansp for substantially all employees. In
addition to these tax qualified pension plans, I8e aaintain several non-qualified pension plamscéatain eligible highly compensated
employees. We maintain post-retirement benefitgptaat provide health care and life insurance bnfelr certain eligible retirees.

Pension and post-retirement health cardifethsurance benefits attributed to eligible doyees' service during the year, as well as
interest on benefit obligations, are accrued culyeRension and post-retirement benefit expenseseognized 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 recogai&zedmponents 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 fudffibefigibility for active employees. Posttirement actuarial gains or losses are amortizx
a straight-line basis over the average expecteddwrorking lifetime of active employees.

In computing the pension and post-retirenhelth care and life insurance benefits expeasdobligations, 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 byatalebargaining agreements as negotiated witteoysloyees' unions can also significal
impact the amount of expense, benefit obligatiors@ension assets that we record.

The discount rate is the rate at which wekelve we could effectively settle the benefit gbtions as of the end of the year. We selected the
discount based on a cash flow matching analysigyusypothetical yield curves developed by an agtfian from U.S. corporate bonds rated
high quality and projections of the future benpiyments that constitute the projected benefigalitbn for the plans. This process establishes
the uniform discount rate that produces the sarasemt value of the estimated future benefit paymestis generated by discounting each
year's benefit payments by a spot rate applicalleat year. The spot rates used in this procesdexived from a yield curve created fr
yields on the 60th to 90th percentile of U.S. higiality bonds

The expected rate of return on plan agséle long-term rate of return we expect to eartthe plans' assets. 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@eflong-term expectations of various third partyestment management organizations. The
expected rate of return on plan assets is reviemedally and revised, as necessary, to reflectggaim the financial markets and our
investment strategy.

To compute the expected return on pengighpast-retirement benefit plan assets, we applyxgected rate of return to the fair value of
the pension plan assets and to the fair valueeof th
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post-retirement benefit plan assets adjusted fotribmtion timing and for projected benefit paynegetd be made from the plan assets. Annual
market volatility for these assets is reflectethia subsequent year's net periodic combined bsreffiense.

Changes in any of the above factors caulgbict operating expenses in the consolidated staisnof operations as well as the value o
liability and accumulated other comprehensive ineahstockholders' equity on our consolidated bzdesheets. The expected rate of return on
plan assets is reflected as a reduction to ouriperesd post-retirement benefit expense. If ounaesd expected rates of return for 2011 were
100 basis points lower, our qualified pension aostyetirement benefit expenses would have increasek®Bymillion. If our assumed discot
rates for 2011 were 100 basis points lower, outifigeh pension and post-retirement benefit expensasld have decreased by $29 million and
our projected benefit obligation would have incexhby approximately $1.8 billion. An increase oDXasis points in the initial healthcare ¢
trend rate would have increased our post-retirerbengfit expense by $2 million and increased oagjegsted post-retirement benefit obligation
by $70 million.

The trusts for the pension and post-retimeienefits plans hold investments in equitiegdiincome, real estate and other assets such a:
private equity assets. The assets held by thests tave reflected at estimated fair value as oebdxer 31, 2011. For additional information on
our trust investments, see Note 8—Employee Bentefitair consolidated financial statements in Iteof s report.

Loss Contingencies and Litigation Reserv

We are involved in several material legalgeedings, as described in more detail in "Legat®&dings" in Item 3 of this report. We as:
potential losses in relation to these and othedimgnor threatened tax and legal matters. For msattet related to income taxes, if a loss is
considered probable and the amount can be reagoestithated, we recognize an expense for the egihlass. To the extent these estimates
are more or less than the actual liability resglfiom the resolution of these matters, our easinil be increased or decreased according!
the differences are material, our consolidatednfiie statements could be materially impacted.ltfss is considered reasonably possible, we
disclose any determinable estimate of the lossatiemial but we do not recognize any expense foptitential loss.

Income Taxes

Our provision for income taxes includes ants for tax consequences deferred to future pgridterecord deferred income tax assets
liabilities reflecting future tax consequencesibtttable to tax NOLs, tax credit carryforwards aliiflerences between the financial statement
carrying value of assets and liabilities and thebtases of those assets and liabilities. Defeares are computed using enacted tax rates
expected to apply in the year in which the diffeemnare expected to affect taxable income. Theteffe deferred income tax assets and
liabilities of a change in tax rate is recognize@arnings in the period that includes the enactmiate.

The measurement of deferred taxes ofteolweg an exercise of judgment related to the ratitin of tax basis. Our deferred tax assets
liabilities reflect our assessment that tax posgitaken and the resulting tax basis, are moréyltkan not to be sustained if they are audited by
taxing authorities. Also, assessing tax rateswhaexpect to apply and determining the years whenamporary differences are expected to
affect taxable income requires judgment about tihéré apportionment of our income among the statedich we operate. These and other
matters involve the exercise of significant judgmémy changes in our practices or judgments inedlin the measurement of deferred tax
assets and liabilities could materially impact fimancial condition or results of operations.
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We record deferred income tax assets aflities as described above. Valuation allowararesestablished 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 significandgment. 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 atich&®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 Accounsitandards Board ("FASB") issued Accounting Stadsldipdate ("ASU") 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 fag to determine the likelihood of whether the faitue of a reporting unit is less than its
carrying amount before applying the two-step godidmipairment test. If it is determined that itrizore 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 performedigzal 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 2089Revenue Recognition (Topic 605): Multiple-DelivdeaBevenue Arrangemenihis
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 arrangements. Btesidard update was effective for us on Janua29@11 and we have adopted it prospecti
for revenue arrangements entered into or mateniadiglified after January 1, 2011. This standard teptlas not had and is not expected to have
a material impact on our consolidated financialesteents since the allocation of revenue has hestlyibeen 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.

Liquidity and Capital Resources
Overview

At December 31, 2011, we held cash and egsivalents of $128 million and had $1.423 billerailable under our $1.7 billion revolving
credit facility (referred to as our "Credit Fagilit which is described further below). Excludinghaused for acquisitions, we have generally
relied on cash provided by operations and our Creatiility to fund our operating and capital expiéunes, make our dividend payments and
repay a portion of our maturing debt. Our operatibave historically provided a stable source ohdksv that has helped us meet the needs of
the business.

Our acquisition of Qwest on April 1, 201lidato a lesser extent, Savvis on July 15, 20KLlted in significant 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.
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At December 31, 2011, we had a working tedpleficit of $496 million, reflecting current lidlities of $4.019 billion and current assets of
$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 $480aniin current maturities of long-term debt
at December 31, 2011. We anticipate that our exjstash balances and net cash provided by opewattigties, which were significantly
enhanced by our acquisition of Qwest, will enaldeaimeet our other current obligations, fund e@kpenditures and pay dividends to our
shareholders. We also may draw on our Credit FaeiB a source of liquidity if and when necessary.

We currently expect to continue our cur@mual dividend of $2.90 per common share, sulbjectir board's discretion.
Debt and Other Financing Arrangement

We have available a four-year $1.7 billiemolving Credit Facility, which expires in Janu@@15. Up to $400 million of the Credit
Facility can be used for letters of credit, whieluces the amount available for other extensiowseafit. Available borrowings under the
Credit Facility are also effectively reduced by aystanding borrowings under our commercial pgpegram. Our commercial paper progt
borrowings are effectively limited to the lessei$af5 billion or the total amount available undex 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, witlmenitments ranging from $2.5 million to $135 milliddnder the Credit Facility, we, and our
indirect subsidiary, Qwest Corporation, ("QC"), momintain a debt to EBITDA (earnings before ing¢réaxes, depreciation and amortization,
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 eatieg pledge covenant, which generally providegict®ons if we pledge assets or permit li
on our property, and requires that any advancesnthe Credit Facility must also be secured equally ratably. The Credit Facility also has a
cross payment default provision, and the Creditlfiaand certain of our debt securities also hakess acceleration provisions. When present,
these provisions could have a wider impact on tligyithan might otherwise arise from a default ccederation of a single debt instrument. To
the extent that our EBITDA (as defined in our Ctédicility), is reduced by cash settlements or jndgts, including in respect of any of the
matters discussed in Note 16—Commitments and Cgerticies, our debt to EBITDA ratios under certaibtdgreements will be adversely
affected. This could reduce our financing flexilyilidue to potential restrictions on incurring addigl debt under certain provisions of our debt
agreements or, in certain circumstances, couldtriesa default under certain provisions of sucheggnents.

At December 31, 2011, our long-term defti(iding current maturities) totaled $21.836 billicompared to $7.328 billion outstanding at
December 31, 2010. Substantially all of the $14Bil®n increase in our debt is attributable te gicquisition of Qwest on April 1, 2011 and
our recent debt issuances to fund the acquisiti®asvis and the retirement of its credit faciiityJuly 2011.

Approximately $318 million of our Centurylk, Inc. Series L 7.875% notes will mature on Audls 2012 and 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 tainae 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 termsuoy new borrowings will depend on the ratings assigto us and QC by the three
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major credit rating agencies, among other facteofiowing our announcement in April 2011 of ouregment to purchase Savvis, one of these
agencies revised its previous outlook on its ratihgs from stable to negative. We believe thisatizg outlook could result in a ratings
downgrade if we are unable to reduce our "debtreyeratio,” while maintaining "free cash flow" ¢beas defined by the ratings agency) over
the 12 to 18 months following the negative outl@amkouncement.

Between the date of this report and theadr2D12, we currently expect to reduce our consiéid debt levels by $800 million to

$1.300 billion, based on current circumstancesmarket conditions.

In April 2011, we entered into a $160 noifliuncommitted revolving letter of credit facilitt December 31, 2011, our outstanding letters

of credit totaled $129 million under this facility.

Future Contractual Obligations

The following table summarizes our estirddtgure contractual obligations at December 31,120

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

Long-term

debt,

including

current

maturities

and capita

lease

obligations $ 48C 1,717 2,057 1,65¢ 2,85¢ 12,79¢ 21,567
Interest or

long-term

debt and

capital

leases?) 1,47¢ 1,40¢ 1,31z 1,18¢ 1,00z 11,71t 18,10:
Operating

leases 28C 244 20¢ 17€ 147 92¢ 1,98¢
Purchas¢

commitme

@ 26¢ 114 77 52 47 14¢ 70€
Post-

retirement

benefit

obligation 71 71 70 69 12C 1,19¢ 1,59¢
Non-qualifiec

pension

obligations 3 2 2 2 2 22 33
Unrecognize

tax

benefits® — — — — — 86 86
Other 12 11z 14k
Total future

contractua

obligations

@ $ 2,58¢ 3,56¢ 3,73¢ 3,15(C 4,18( 27,00/ 44,22

N
~
(6]
(6]

()]
(@)

©)

4)

Interest paid in all years may differ due to futtenancing of debt. Interest on our floating rdédbt was calculated for all years using the reffestive at December 31, 2011.

We have various long-term, non-cancelable purchasemitments for advertising and promotion servigesluding advertising and marketing at sports ase@nd other venues and
events. We also have service related commitmeritsvarious vendors for data processing, technigdlsoftware support services. Future payments ureféain service contracts
will vary depending on our actual usage. In théet@bove we estimated payments for these serviteamts based on the level of services we expeedeive.

Represents the amount of tax and interest we waaydor our unrecognized tax benefits. Of our tbtlnce of unrecognized tax benefits of $111 ariliind related estimated
interest and penalties of $33 million, only $86lioil would result in future cash payments if out pmsitions were not upheld. The remaining $58iarilis an unrecognized tax
benefit in the form of a refund claim that, if rgyanted, would not result in a cash payment ancktbee is not included in the table above. See N@te-Income Taxes for
additional information. The timing of any paymefus our unrecognized tax benefits cannot be predigtith certainty; therefore, such amount is reélddn the "2017 and
thereafter" column in the above table.

The table does not include:



our open purchase orders as of December 31, 20Ek€eTpurchase orders are generally at fair vahubaee generally cancelable without penalty;

other long-term liabilities, such as accruals &gdl matters and other taxes that are not conttbohligations by nature. We cannot determine \aitls degree of
reliability the years in which these liabilitiesght ultimately settle;
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. cash funding requirements for pension benefits Ipiayt certain eligible current and future retiré@snefits paid by our qualified pension plansagl through trusts.
Cash funding requirements for the trusts are rtded in this table as we are not able to religstymate required contributions to the trust. @uading projections are
discussed further below;

. certain post-retirement benefits payable to cemdéigible current and future retirees. Not all of post-retirement benefit obligation amount iatecactual obligation and
only the portion that we believe is a contractugigation is reported in the table. See additiandrmation on our benefits plans in Note 8—EmpleBenefits to our
consolidated financial statements in Item 8 of thjsort;

. contract termination fees. These fees are non-iegupayments, the timing and payment of whickany, is uncertain. In the ordinary course of bussnend to optimize
our cost structure, we enter into contracts witmgegreater than one year to use the network fiasilof other carriers and to purchase other gaodsservices. Our
contracts to use other carriers' network faciligeserally have no minimum volume requirementsamechased on an interrelationship of volumes ascodinted rates.
Assuming we exited these contracts in 2012, théraontermination fees would be approximately $&1fiion. Under the same assumption, terminatiors fiee these
contracts to purchase goods and services would 88 illion. In the normal course of business, wbdve the payment of these fees is likely to eate; and

. potential indemnification obligations to countenEs in certain agreements entered into in the aboourse of business. The nature and terms oé tagangements vai
Historically, we have not incurred significant costlated to performance under these types of geraants.

Capital Expenditures

We incur capital expenditures on an ongdiasis in order to enhance and modernize our nksyoompete effectively in our markets and
expand our service offerings. We evaluate capkpéaditure projects based on a variety of factoduding expected strategic impacts (such
as forecasted revenue growth or productivity, espeand service impacts) and our expected retumvastment. The amount of capital
investment is influenced by, among other thingsyaied for our services and products, cash genebgtegerating activities and regulatory
considerations. We estimate our total 2012 capitpkenditures to be approximately $2.7 billion to9illion.

Our capital expenditures continue to beueel on our strategic services such as video, bematland managed hosting services. In 2012,
we anticipate that our fiber investment, which irtd®s fiber to the tower, or FTTT, will be similarthat spent in 2011. FTTT is a type of
telecommunications network consisting of fiber-omtables that run from a telecommunication provéderoadband interconnection points to
cellular towers. FTTT allows for the delivery ofghier bandwidth services supporting mobile techriethan would otherwise generally be
available through a more traditional telecommundces network.

Pension and Po+retirement Benefit Obligations

We are subject to material obligations urale existing defined benefit pension plans afopost-retirement benefit plans. The
accounting unfunded status as of December 31, 8Dadrr 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 this report for additional
information about our pension and other post-retért benefit arrangements.

Benefits paid by our pension plans are gfaidugh a trust. We contributed $587 million dgrthe year ended 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, basewal current laws and circumstances. The actual atrafuwrontributions to our plans in 2013
and beyond will depend on earnings on investmeligspunt rates, demographic experience, changaams benefits and funding laws and
regulations.
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Certain of our post-retirement health card life insurance benefits plans are unfundedef@¢trusts hold assets that are used to help
cover the health care costs of certain retireefA3ecember 31, 2011, the fair value of theset masets 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 pestement health care costs for approximately f@ars. Thereafter, covered benefits will
be paid either directly by us or from the trustsressremaining assets become liquid. This projefdadyear 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 consatiédl cash flow activities (which include cash fldwsn Savvis, Qwest and Embarq after their
respective acquisition dates):

Years Ended December 31 Increase
2011 2010 (Decrease)
(Dollars in millions)
Net cash provided by operating activit $ 4,201 2,04¢ 2,15¢
Net cash used in investing activiti (3,649 (859) 2,78¢
Net cash used in financing activiti (577) (1,175 (59¢)
Years Ended December 31 Increase
2010 2009 (Decrease)
(Dollars in millions)
Net cash provided by operating activit $ 2,04¢ 1,574 471
Net cash used in investing activiti (859) (679) 18C
Net cash used in financing activiti (2,175 (97€) 19¢

The increase in our net cash provided ragng activities in 2011 is largely attributabdethe acquisitions 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 increasedarily due to 2010 including a full year of opeoais of Embarg as compared to only a half
year in 2009. Our consolidated financial statementtem 8 in this report provide information abadlié components of net income ¢
differences between net income and net cash proigi@perating activities. For additional infornzatiabout our operating results, see
"Results of Operations" above.

Net cash used in investing activities inleld payments for property, plant and equipmentcapitalized software of $2.411 billion in
2011, including $1.329 billion for Qwest and Savpisst-acquisition capital expenditures, compace$id64 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 dasesl in 2011 primarily due to us receiving net gebteeds in excess of payments of
approximately $1.1 billion in 2011 and a debt pagtr& $500 million in 2010. In addition, our casividends paid increased $677 million in
2011 as compared to 2010 primarily as a resulbh@igsuance of 308 million common shares in comnmestith our acquisitions of Qwest and
Savvis in 2011. Net cash used in financing acésiin 2010 as compared to 2009 increased due3a%iillion increase in cash dividends
paid, primarily due to the issuance of
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196 million shares issued on July 1, 2011 for ttiguésition of Embarq, partially offset with $73 tioh in increased proceeds from the issue
of common stock under our equity incentive plans.

On October 4, 2011, our indirect wholly @gnsubsidiary, Qwest Corporation ("QC"), issued®8#bllion aggregate 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 priceatdo 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 $575aniliggregate principal amount of its 7.50% Notes 2061 in exchange for net proceeds,
after deducting underwriting discounts and expense$557 million. The notes are senior unsecuf@iyations of QC and may be redeemed,
in whole or in part, on or after September 15, 2818 redemption price equal to 100% of the prigicgmount 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 theidsbance described above and available cashjéemethe $1.500 billion aggregate
principal amount of its 8.875% Notes due 2012 anpy all related fees and expenses, which resinted immaterial loss.

On June 16, 2011, we issued unsecuredrsesties with an aggregate principal amount of $#lbn ("Senior Notes"), consisting of
(i) $400 million of 7.60% Senior Notes, Series Be @039, (ii) $350 million of 5.15% Senior Notegri®s R, due 2017 and (i) $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 2—
Acquisitions). In April 2011, we received commitniéetters from two banks to provide up to $2.0ibillin bridge financing for the Savvis
acquisition. This arrangement was terminated ire2011 in connection with the issuance of the Sevdades, resulting in $16 million in
transaction expenses recognized in other inconefese), net.

On June 8, 2011, QC issued approximateBi $6illion aggregate principal amount of its 7.37BMtes due 2051 in exchange for net
proceeds, after deducting underwriting discountbexpenses, of $642 million. The notes are unseaniégations of QC and may be
redeemed, in whole or in part, on or after Jun2016 at a redemption price equal to 100% of thecgral 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 payaeliees and expenses.

Certain Matters Related to Acquisitions

Qwest's pre-existing debt obligations cstesl primarily of debt securities issued by Qwaest &vo of its subsidiaries while Savvis'
remaining debt obligations consist primarily of itableases, all of which are now included in oansolidated debt balances. The indentures
governing Qwest's debt securities contain custoroavgnants that restrict the ability of Qwest srstibsidiaries from making certain payme
and investments, granting liens and selling ordfaming assets. Based on current circumstancedpwt anticipate that these covenants will
significantly restrict our ability to manage casdiances or transfer cash between entities withirconsolidated group of companies as nee

In accounting for the Qwest acquisition, meorded Qwest's debt securities at their estihfaie values, which totaled $12.292 billion as
of April 1, 2011. Our acquisition date fair valugtimates were
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based primarily on quoted market prices in actiwkats and other observable inputs where quotellenprices were not available. The fair
value of Qwest's debt securities exceeded thdadtarincipal balances on the acquisition date &88%million, which is being recognized as a
reduction to interest expense over the remaininggef the debt, of which $150 million was recoguizn 2011.

Other Matters

We have cash management arrangements &rithirc of our principal subsidiaries, in which stalpdial portions of the subsidiaries' cash is
regularly transferred to us in exchange for matgheceivables. In accordance with generally accepteounting principles, these receivables
are eliminated as intercompany transactions. Alghone periodically repay these receivables to filnedsubsidiaries' cash requirements
throughout the year, at any given point in timemay owe a substantial sum to our subsidiaries utése receivables, which is not recorded
on our consolidated balance sheets.

We also are involved in various legal pextiags that could have a material effect on owarfaial position. 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 chamgy@&#terest rates on our variable rate long-teriot ddbligations. We seek to maintain a
favorable mix of fixed and variable rate debt inedfort to limit interest costs and cash flow vdigt 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 obligat®oio pay fixed interest rates for variable interages; however, at December 31, 2011 we had no
such instruments outstanding. We have establisbkcigs and procedures for risk assessment andpheval, 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 managexiposure.

At December 31, 2011, we have approxim&b2ly.1 billion (excluding capital lease and otheligations with 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 chanigethe 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 201ie have become exposed to the risk of fluctuatiorthe foreign currencies in which its
international operations are denominated, primahiéyeuro, the British Pound, the Canadian Dolle, 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 changkniancial 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 ratessta million at December 31, 2011.

Certain shortcomings are inherent in théhme of analysis presented in the computation pbexres to market risks. Actual values may
differ materially from those presented above if keaiconditions vary from the assumptions used énahalyses performed. These analyses
incorporate the risk exposures that existed at Déee 31, 2011.
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Off-Balance Sheet Arrangements

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

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK

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

Report of Management

The Shareholders
CenturyLink, Inc.:

Management has prepared and is resporfsiblke integrity and objectivity of our consoliddtfinancial 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 Hzeen audited by KPMG LLP, an independent registptrdadic accounting firm, who have
expressed their opinion with respect to the fagra¢he consolidated financial statements. Thailitavas conducted in accordance with
standards of the Public Company Accounting Ovetdigiard (United States).

Management is responsible for establishimgd maintaining adequate internal control overrfaial reporting, 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 ipiees Under the supervision and with the partitgaof management, including our
principal executive officer and principal financ@ficer, we conducted an evaluation of the effemtiess of our internal control over financial
reporting based on the frameworklimternal Control—Integrated Framewoigsued by the Committee of Sponsoring Organizatidribe
Treadway Commission ("COSQ"). Based on our evatnatinder the framework of COSO, management condltlti 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 téport which is included herein.

Because of its inherent limitations, inedroontrol over financial reporting may not preventetect misstatements. 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 policiepraicedures may deteriorate.

The Audit Committee of the Board of Dirastis composed of independent directors who arefficers or employees. 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#tlol, financial and reporting matters. Both éx¢ernal and internal auditors have free
access to the Committee.

/sl R. Stewart Ewing, J

R. Stewart Ewing, Jr.
Executive Vice President, Chief Financial OfficedaAssistant Secretary
February 27, 2012
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
CenturyLink, Inc.:

We have audited the accompanying cons@itbtlance sheets of CenturyLink, Inc. and subsédidthe Company) as of December 31,
2011 and 2010, and the related consolidated statsméoperations, comprehensive income, cash flawg stockholders' equity for each of
the years in the three-year period ended Decemihe2@®.1. These consolidated financial statememetshar responsibility of the Company's
management. Our responsibility is to express aniopion these consolidated financial statementedas our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €ight Board (United States). Those
standards require that we plan and perform thetsitmobtain reasonable assurance about whethéinttreial statements are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and digids 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 finanatdtements referred to above present fairly, imallerial respects, the financial position of the
Company as of December 31, 2011 and 2010, anc:#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 wighstandards of the Public Company Accounting OgbtdBoard (United States), the Compa
internal control over financial reporting as of [@etber 31, 2011, based on criteria establishéadt@rnal Control—Integrated Framework
issued by the Committee of Sponsoring Organizatidribe Treadway Commission, and our report datdardrary 27, 2012 expressed an
unqualified opinion on the effectiveness of the @amy's internal control over financial reporting.

/sl KPMG LLP

KPMG LLP
Shreveport, Louisiana
February 27, 2012
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
CenturyLink, Inc.:

We have audited CenturyLink, Inc. and sdiasies' (the Company) internal control over finahceporting as of December 31, 2011,
based on criteria establishedimernal Control—Integrated Framewoiksued by the Committee of Sponsoring Organizatidrike Treadway
Commission (COSO). The Company's management ismsgige for maintaining effective internal contosler financial reporting and for its
assessment of the effectiveness of internal cootret financial reporting, included in the accomyag Report of ManagemenQOur
responsibility is to express an opinion on the Canys internal control over financial reporting &a®n our audit.

We conducted our audit in accordance wWithdtandards of the Public Company Accounting Qger8oard (United States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whetheatigifenternal 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 operaffectiveness of internal control based on
the assessed risk. Our audit also included perfaymiich other procedures as we considered necesshgy/circumstances. We believe that
our audit provides a reasonable basis for our opini

A company's internal control over finanaigborting is a process designed to provide reddersssurance regarding 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 repogtincludes those policies and procedures thai€ftpin 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 reasaabturance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company's assets that could hawaterial effect on the financial statements.

Because of its inherent limitations, inedroontrol over financial reporting may not preventetect misstatements. 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 policiepraicedures may deteriorate.

In our opinion, the Company maintainedalirmaterial respects, effective internal contreéofinancial reporting as of December 31,
2011, based on criteria establishednirernal Control—Integrated Framewoitsued by the COSO.

We also have audited, in accordance wighstandards of the Public Company Accounting Ogbtdoard (United States), the
consolidated balance sheets of the Company asadrblger 31, 2011 and 2010, and the related consadiddatements of operations,
comprehensive income, cash flows, and stockholdgtsty for each of the years in the three-yeaiogeended December 31, 2011, and our
report dated February 27, 2012 expressed an ufigdadipinion on those consolidated financial stagats.

/s KPMG LLP

KPMG LLP
Shreveport, Louisiana
February 27, 2012
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CENTURYLINK, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended December 31
2011 2010 2009
(Dollars in millions, except per share
amounts and shares in thousands)
OPERATING REVENUES $ 15,35 7,042 4,97¢
OPERATING EXPENSE!
Cost of services and products (exclusivi

depreciation and amortizatio 6,32t 2,54¢ 1,801
Selling, general and administrati 2,97t 1,00¢ 96¢
Depreciation and amortizatic 4,02¢ 1,43¢ 97t

Total operating expens 13,32¢ 4,98 3,741
OPERATING INCOME 2,02t 2,06( 1,23:
OTHER INCOME (EXPENSE

Interest expens (2,072 (5449 (367)
Other income (expens (5) 15 (53)

Total other income (expens (1,077) (529 (420)

INCOME BEFORE INCOME TAX

EXPENSE 94¢ 1,531 81z

Income tax expens 37¢ 5832 30z
NET INCOME BEFORE

EXTRAORDINARY ITEM 57z 94¢& 511

Extraordinary item, net of $81 tax

(Note 14) — — 13€

NET INCOME $ 578 94¢€ 647

BASIC AND DILUTED EARNINGS PEFR
COMMON SHARE

Before extraordinary iter $ 1.07 3.1¢ 2.5t
Extraordinary iterr — — .68
Basic and diluted earnings per common

share $ 1.0% 3.1: 3.2t

WEIGHTED AVERAGE COMMON
SHARES OUTSTANDING
BASIC 532,78 300,61¢ 198,81:
DILUTED 534,12: 301,29° 199,05

See accompanying notes to consolidated finan@ssients.
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CENTURYLINK, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) IDMIE

Years Ended December 31

2011
(Dollars in millions)
NET INCOME $ 57¢ 94¢ 647
OTHER COMPREHENSIVE (LOSS)
INCOME:
Items related to employee benefit pla
Change in net actuarial loss, net of $¢
$32 and $(36) ta (812) (53 49
Change in net prior service credit, net
$23, $2 and $7 ta (37) (3) (11
Auction rate securities marked to marke
net of $2, — and — tax (4 — —
Foreign currency translation adjustm
and other, net of $2— and ¢ tax (18) — —
Other comprehensive (loss) incol (877) (56) 38
COMPREHENSIVE (LOSS) INCOMI $ (29¢) 89z 68t

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

December 31
2011 2010
(Dollars in millions
and shares in thousands)

ASSETS
CURRENT ASSETS
Cash and cash equivale $ 12¢ 17z
Accounts receivable, less allowance of $145 and 1,952 71z
Income tax receivabl 27 10z
Deferred income taxes, r 1,02¢ 81
Other 39C 74
Total current asse 3,52 1,14z
NET PROPERTY, PLANT AND EQUIPMEN
Property, plant and equipme 29,571 16,32¢
Accumulated depreciatic (10,14) (7,57%)
Net property, plant and equipme 19,43¢ 8,75¢
GOODWILL AND OTHER ASSET<
Goodwill 21,72« 10,26:
Customer relationships, n 8,361 93C
Other intangible assets, r 2,23¢ 622
Other 85€ 32¢
Total goodwill and other asse 33,18( 12,14:
TOTAL ASSETS $ 56,13¢ 22,03¢

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES

Current maturities of lor-term debt $ 48C 12
Accounts payabl 1,39¢ 30C
Accrued expenses and other liabilit

Salaries and benefi 634 15¢
Income and other taxt 38¢< 124
Interest 292 104
Other 25C 122
Advance billings and customer depo: 58C 19C
Total current liabilities 4,01¢ 1,011
LONG-TERM DEBT 21,35¢ 7,31¢

DEFERRED CREDITS AND OTHER LIABILITIES
Deferred income taxes, r 3,82: 2,36¢
Benefit plan obligations, n 4,85¢ 1,30¢
Other 1,25¢ 38¢
Total deferred credits and other liabiliti 9,931 4,06¢

COMMITMENTS AND CONTINGENCIES (Note 1€
STOCKHOLDERS' EQUITY
Preferred sto—nor-redeemable, $25.00 par vali
authorized 2,000 shares, issued and outstanding 9 a

shares — —
Common stock, $1.00 par value, authorized 800,080es.
issued and outstanding 618,514 and 304,948 s 61¢ 30E
Additional paic-in capital 18,90! 6,181
Accumulated other comprehensive | (1,0172) (141)
Retained earning 2,31¢ 3,30z
Total stockholders' equi 20,821 9,64
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 56,13¢ 22,03¢

See accompanying notes to consolidated financigsents.
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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 tc
net cash provided by operating
activities:
Depreciation and amortizatic 4,02¢ 1,43¢ 97t
Extraordinary item, net of income tax
expense — — (13€)
Deferred income taxe 39t 132 154
Provision for uncollectible accour 15¢ 91 57
Long-term debt (premium) discou
amortization (14¢) 1 11
Changes in current assets and cur
liabilities:
Accounts receivabl (102 (118) (80)
Accounts payabl (58) (96) (32
Accrued income and other tax 31 38 (250
Other current assets and other curre
liabilities, net (76) (227 121
Retirement benefit (68¢) (271) (82
Changes in other noncurrent assets
liabilities (6) (23 40
Other, ne 101 26 49
Net cash provided by operating activit 4,201 2,04t 1,57¢
INVESTING ACTIVITIES
Payments for property, plant and equiprn
and capitalized softwal (2,417 (864) (755)
Cash paid for Savvis acquisition, net of ¢
cash acquire (1,677 — —
Cash acquired in Qwest acquisition, ne
$5 cash pait 41¢ — —
Cash acquired in Embarq acquisit — — 77
Other, ne 16 5 @
Net cash used in investing activiti (3,647 (859) (679)
FINANCING ACTIVITIES
Net proceeds from issuance of l-term
debt 4,102 — 644
Payments of lor-term deb! (2,989 (500) (82%)
Net (payments) borrowings on cre
facility (88) 74 (272)
Debt issuance and retirement cc (119 — @)
Dividends paic (1,55¢6) (879 (560)
Net proceeds from issuance of common
stock 10¢ 13C 57
Repurchase of common st (31 a7 (16)
Other, ne (9) 17 3
Net cash used in financing activiti (577) (1,17%) (97¢€)
Effect of exchange rate changes on cash
cash equivaleni (22 — —
Net (decrease) increase in cash and
equivalents (45) 11 (81)
Cash and cash equivalents at beginning of
period 178 162 243
Cash and cash equivalents at end of pe $ 12¢ 17z 162
Supplemental cash flow informatic
Income taxes refunded (paid), | $ 11€ (424) (257)

Interest (paid) (net of capitalized interest



$25, $13 and $< $ (1,22%) (54¢) (392
See accompanying notes to consolidated financéistents.
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CENTURYLINK, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Years Ended December 31

2011

2010

2009

COMMON STOCK (represents dollars anc

shares

Balance at beginning of peri $

Issuance of common stock to acquire
Qwest, including shares issued in
connection with share-based
compensation awarc

Issuance of common stock to acqt
Savwvis, including shares issued in
connection with share-based
compensation awarc

Issuance of common stock to acquire
Embarq, including shares issued in
connection with share-based
compensation awarc

Issuance of common stock through divid
reinvestment, incentive and benefit pli

Shares withheld to satisfy tax withholdir

(Dollars in millions)

30t

294

14

29¢

10C

19¢€

@

Balance at end of peric

30¢

29¢

ADDITIONAL PAID -IN CAPITAL

Balance at beginning of peri

Issuance of common stock to acqt
Qwest, including assumption of share-
based compensation awal

Issuance of common stock to acqt
Sawvis, including assumption of share-
based compensation awa

Issuance of common stock to acqt
Embarq, including assumption of shart
based compensation awal

Issuance of common stock through divid
reinvestment, incentive and benefit pli

Shares withheld to satisfy tax withholdir

Shar-based compensation and other,

97
30
78

6,02(

124
(16)
53

45

5,87¢

53
(15)
63

Balance at end of peric

18,90!

6,181

6,02(

ACCUMULATED OTHER
COMPREHENSIVE (LOSS) INCOMI
Balance at beginning of peri
Other comprehensive (loss) incol

(142)
(8712)

(89)
(56)

(129)

Balance at end of peric

(1,017)

(241)

(89

RETAINED EARNINGS
Balance at beginning of peri
Net income
Dividends declare

3,30:
572
(1,556)

3,23:
94¢
(879)

3,14¢
647
(560)

Balance at end of peric

2,31¢

3,30z

3,23¢

TOTAL STOCKHOLDERS' EQUITY $

20,821

9,641

9,467

See accompanying notes to consolidated finanassients.
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CENTURYLINK, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Unless the context requires otherwise, referencédkis report to "CenturyLink,” "we," "us" and "ourefer to CenturyLink, Inc. and its
consolidated subsidiaries, including SAVVIS, Ind &s consolidated subsidiaries (referred to aav\8s") for periods on or after July 15,
2011, Qwest Communications International Inc. asadtonsolidated subsidiaries (referred to as "QWefstr periods on or after April 1, 2011,
and Embarq Corporation and its consolidated sulzsids (referred to as "Embarq") for periods on dtea July 1, 2009.

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

We are an integrated communications comgaggged primarily in providing an array of comnoations services 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 prolédal access and fiber transport services to ctitiyeelocal exchange carriers and security
monitoring.

The accompanying consolidated financiaiestents include our accounts and the accountsragudasidiaries over which we exercise
control. These subsidiaries include our acquisiibBAVVIS, Inc. ("Savvis") on July 15, 2011, Qw&dmmunications International Inc.
("Qwest") on April 1, 2011 and Embarqg CorporatidBrobarg™) on July 1, 2009 (See Note 2—Acquisitiodd) intercompany amounts and
transactions with our consolidated subsidiarieseHzeen eliminated.

Through June 30, 2009, CenturyLink accodifiee its regulated telephone operations (excepthfe properties acquired from Verizon in
2002) in accordance with the provisions of regulaizcounting under which certain of our assetslafdities were required to be recorded
and, accordingly, reflected in the balance sheletsioregulated entities. On July 1, 2009, we didtwed 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 addiibmformation.

Subsequent to the July 1, 2009 discontioeiari regulatory accounting, all intercompany teanti®ns with 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 witbparing the consolidated financial statementsllas/ed 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 céfdlanges in the way we present the effects ofomnolling interests in certain of our
subsidiaries. To simplify the overall presentatidrour financial statements, we no longer disphayiaterial amounts attributable to
noncontrolling interests as separate items. Irrevised presentation we report: (i) income attallg to noncontrolling interests in other
income (expense), (i) equity attributable to namtcolling interests in additional paid-in capitaich(iii) cash flows attributable to
noncontrolling interests in other financing aciesét As a result of this change, the amounts we mepert 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 ousttélows.
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During 2011, we changed the definitionsuse to classify expenses as cost of services atlipis and selling, general and
administrative, and as a result, we reclassifieipusly reported amounts to conform to the curpamiod presentation. These revisions
resulted in the reclassification of $134 milliorde®49 million from selling, general and administratto 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
services to our customers. These expenses inaaaaoyee-related expenses directly attributablepterating and maintaining
our network (such as salaries, wages, benefitpesfdssional fees); facilities expenses (whichthirel-party
telecommunications expenses we incur for usingratagiers' networks to provide services to outa@oers); rents and utilities
expenses; equipment sales expenses (such as ggaiion and modem expenses); costs for univeesaice funds ("USF")
(which are federal and state funds that are estadddi to promote the availability of telecommunizasi services to all consumers
at reasonable and affordable rates, among othegghand to which we are often required to contepiand other expenses
directly related to our network and hosting operadi

. Selling, general and administrative expenaesexpenses incurred in selling products and @es\o our customers, corporate
overhead and other operating expenses. These egigictude: employee-related expenses (such atesalaages, internal
commissions, benefits and professional fees) dyrettributable to selling products or services amtployee-related expenses
for administrative functions; marketing and adsnty; taxes (such as property and other taxesjems] external commissions;
bad debt expense; and other selling, general amihétrative expenses.

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

We also have reclassified certain othesririod amounts to conform to the current pepmesentation, including the categorization of
our revenues and our segment reporting (see NeteSEgment Information). These changes had no ingratital revenues, total operating
expenses or net income for any period.

We have reclassified certain prior yeaahaé sheet amounts presented in our Annual Repdfoon 10-K for the year ended
December 31, 2010. We primarily reclassified $31ilion from other assets to other intangible assets.

Summary of Significant Accounting Policie
Use of Estimates

Our consolidated financial statements aepared in accordance with U.S. generally acceptedunting principles. These accounting
principles require us to make certain estimatedguents and assumptions. We believe that the d@smadgments and assumptions we made
when accounting for items and matters such asydtuimited to, investments, long-term contractsstomer retention patterns, allowance for
doubtful accounts, depreciation, amortization, Bgakiations, internal labor capitalization ratessoverability of assets (including deferred tax
assets), impairment assessments, pension, pastanetit and other post-employment benefits, taxataia liabilities and other provisions and
contingencies are reasonable, based on informatiailable at the time they were made. These estBnatdgments and assumptions can a
the reported amounts of assets, liabilities andpmrants of stockholders' equity as of the dateketonsolidated balance sheets, as well ¢
reported amounts of revenue, expenses and compooieceish flows during the periods presented inconsolidated statements of operations,
our consolidated statements of comprehensive (Insgjne and our consolidated statements of castsflgve also make estimates in our
assessments of potential losses in relation tatened or pending tax and legal matters. See Nbtelicome Taxes and Note 16—
Commitments and Contingencies for additional infation.

85




Table of Contents

For matters not related to income taxea,ldss is considered probable and the amounteaeasonably estimated, 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 estirass if recovery is also deemed probable.

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

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

We recognize revenue for services whendlsed services are provided. Recognition of gegiayments received in advance of services
being provided is deferred until the service isvited. These advance payments include activatidriratallation charges, which we recogr
as revenue over the expected customer relatiopshnipd, which ranges from eighteen months to ogeryears depending on the service. We
also defer costs for customer acquisitions. Therdalf of customer acquisition costs is limitedhe amount of revenue deferred on advance
payments. Costs in excess of advance payments@aded as expense in the period such costs aneédc Expected customer relationship
periods are estimated using historical experiefeemination fees or other fees on existing congrfitat are negotiated in conjunction with 1
contracts are deferred and recognized over thecoatvact term.

We offer bundle discounts to our custonvelte receive certain groupings of services. Thesmlleudiscounts are recognized concurrently
with the associated revenues and are allocatdwetodrious services in the bundled offering basethe estimated selling price of services
included in each bundled combination. Revenues frtallation activities are deferred and recogaias revenue over the estimated life of
customer relationship. The costs associated with fstallation activities, up to the related amoofrdeferred revenue, are deferred and
recognized as an operating expense over the saniog pe

Customer arrangements that include botlipetgnt and services are evaluated to determinehghéte elements 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 receiveedgance 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 recognizedidy over the longer of the contractual
period or the expected customer relationship period

We have periodically transferred opticgbaecity assets on our network to other telecommtioics service carriers. These transactions
structured as indefeasible rights of use, commaefigrred to as IRUs, which are the exclusive righise a specified amount of capacity or
fiber for a specified term, typically 20 years. \Aerount for the cash consideration received orsteas of optical capacity assets and on all of
the other elements deliverable under an IRU, asma® ratably over the term of the agreement. We hat recognized revenue on any
contemporaneous exchanges of our optical capassgtaifor other optical capacity assets.
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We offer some products and services ttapesvided by third-party vendors. We review thatienship between 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 prihicihe 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 seneeel commitments pursuant to individual client trants with certain of our clients. To the
extent that such service levels are not achievedeotherwise disputed due to performance or geigsues or other service interruptions or
conditions, we will estimate the amount of crettithe issued and record a reduction to revenud, awitorresponding increase in the allowance
for doubtful accounts. In the event we provide @sedr payments to clients related to service |lel@ims, we may recover such costs through
third party insurance agreements. Insurance precestived under these agreements are recordedadfset to previously recorded revenue
reductions.

USF, Gross Receipts Taxes and Other Surcharges

In determining whether to include in owerue and expenses the taxes and surcharges edlfemtn customers and remitted to
governmental authorities, including USF chargelgessaise, value added and some excise taxes, egsassnong other things, whether we are
the primary obligor or principal taxpayer for tlexés assessed in each jurisdiction where we dodssiln jurisdictions where we determine
that we are the principal taxpayer, we record #xes on a gross basis and include them in our vevend costs of services and products.

In jurisdictions where we determine thatave merely a collection agent for the governmetharity, we record the taxes on a net basis
and do not include them in our revenue and cosseices and products.

Advertising Costs

Costs related to advertising are expensedcaarred and included in selling, general andiathtrative expenses in our consolidated
statements of operations. For the years ended Omare®d, 2011, 2010 and 2009, our advertising ex@ees $275 million, $49 million and
$25 million, respectively.

Legal Costs

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

Income Taxes

We file a consolidated federal income tatxim with our eligible subsidiaries. The provision income taxes consists of an amount for
taxes currently payable, an amount for tax consecpsedeferred to future periods, adjustments tdiabitities for uncertain tax positions and
amortization of investment tax credits. We recoefedred income tax assets and liabilities reflerfirture tax consequences attributable to tax
net operating loss carryforwards (NOLS), tax creditryforwards and differences between the findrst&ement carrying value of assets and
liabilities and the tax bases of those assetsiabdities. Deferred taxes are computed using esthtax rates expected to apply in the year in
which the differences are expected to affect tax@itome. The effect on deferred income
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tax assets and liabilities of a change in tax isatecognized in earnings in the period that inekithe enactment date.

We use the deferral method of accountimgeideral investment tax credits earned prior torpeal of such credits in 1986. We also defer
certain transitional investment tax credits earaiéelr the repeal, as well as investment tax crediteed in certain states. We amortize these
credits ratably over the estimated service livethefrelated assets as a credit to our incomexaerse in our consolidated statements of
operations.

We establish valuation allowances when s&agy to reduce deferred income tax assets tantoeats that we believe are more likely than
not to be recovered. A significant portion of oet deferred tax assets relate to tax benefitbatable to NOLs. Each quarter we evaluate the
need to retain all or a portion of the valuatidlmabnce 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 Taxeslftiti@anal information.

Cash and Cash Equivalents

Cash and cash equivalents include highlyidi investments that are readily convertible iceish and are not subject to significant risk 1
fluctuations in interest rates. As a result, thei@at which cash and cash equivalents are reportedr consolidated financial statements
approximates their fair value. In evaluating inveshts for classification as cash equivalents, weire that individual securities have original
maturities of three months or less and that indigldnvestment funds have dollar-weighted averagturties of ninety days or less. To
preserve capital and maintain liquidity, we inwegh financial institutions we deem to be of sodimancial condition and in high quality and
relatively risk-free investment products. Our caslestment policy limits the concentration of intrasnts with specific financial institutions or
among certain products and includes criteria rdl&decredit worthiness of any particular finandredtitution.

Book overdrafts occur when checks have lgsred but have not been presented to our caedrdisbursement bank accounts for
payment. Disbursement bank accounts allow us taydehding of issued checks until the checks aesgmted for payment. Until the issued
checks are presented for payment, the book ovésdaed included in accounts payable on our cora@iibalance sheet. This activity is
included in the operating activities section in oansolidated statements of cash flows.

Accounts Receivable and Allowance for Doubtful Acaants

Accounts Receivable are recognized based thee amount due from customers for the servicegghed or at cost for purchased and o
receivables less an allowance for doubtful accourtte allowance for doubtful accounts receivabflects our best estimate of probable losses
inherent in our receivable portfolio determinedtloa basis of historical experience, specific alloees for known troubled accounts and other
currently available evidence. We generally cons@eraccounts past due if they are outstanding 89etays. Our collection process varies by
the customer segment, amount of the receivablepandvaluation of the customer's credit risk. Past due accounts are written off against
our allowance for doubtful accounts when colleci®nonsidered to be not probable. Any recoveriescoounts previously written off are
generally recognized as a reduction in bad deb¢msgin the period received. The carrying valugcobunts receivable net of the allowance
for doubtful accounts approximates fair value.

Property, Plant and Equipment

Property, plant and equipment acquiredoimnection with our acquisitions was recorded baseils estimated fair value as of its
acquisition date plus the estimated value of aspeiated legally or
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contractually required retirement obligations. Sahsally all other property, plant and equipmensiated at original cost plus the estimated
value of any associated legally or contractualtyuieed retirement obligations. Property, plant andipment is depreciated primarily using the
straight-line group method. Under the straight-imeup method, assets dedicated to providing tetewonications services (which comprise
the majority of our property, plant and equipmehgt have similar physical characteristics, useepcted useful lives are categorized in the
year acquired on the basis of equal life groupptoposes of depreciation and tracking. Generaliger the straig-line group method, when
an asset is sold or retired, the cost is deducted property, plant and equipment and charged daraalated depreciation without recognition
of a gain or loss. A gain or loss is recognizedun consolidated statements of operations onlydisposal is abnormal or unusual. Leasehold
improvements are amortized over the shorter ofifedul lives of the assets or the expected lease Expenditures for maintenance and
repairs are expensed as incurred. Interest isadeeitl during the construction phase of network ather internal-use capital projects.
Employee-related costs for construction of netwanmll other internal use assets are also capitadizedg the construction phase. Property,
plant and equipment supplies used internally aneethat average cost, except for significant imdliial items for which cost is based on
specific identification.

We perform annual internal reviews to ea#duthe reasonableness of the depreciable livasufoproperty, plant and equipment. Our
reviews utilize models that take into account adatisage, physical wear and tear, replacement fisagsumptions 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 aasettiwith the legally or contractually required el of a limited 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 capitatlzs property, plant and equipment and then aneortixer the estimated remaining useful life
of the associated asset. Where the removal oldigéinot legally binding, the net cost to remosseds is expensed in the period in which the
costs are actually incurred.

We review long-lived assets, other thandyath and other intangible assets with indefiniteek, for impairment whenever facts and
circumstances indicate that the carrying amounth@fissets may not be recoverable. For measurgmgases, 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. Recovétyabil the asset group to be held and used is medday comparing the carrying amount of
the asset group to the estimated undiscountedefuneir cash flows expected to be generated by #et goup. 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 commnadf comparable market values and discounted ftasis, as appropriate.

Goodwill, Customer Relationships and Other Intangibe Assets

Intangible assets arising from businesshipaiions, such as goodwill, customer relationshigglemarks and tradenames, are initially
recorded at fair value. We amortize customer refatiips primarily over an estimated life of 10 yearsing either the sum-of-the-years-digits
or straight-line methods, depending on the typeustomer. We amortize capitalized software usimgsthaight-line method over estimated
lives ranging up to seven years and amortize chgrahtangible assets
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predominantly using the sum-of-the-years digitshrodtover an estimated life of four years. Otheanigible assets not arising from business
combinations are initially recorded at cost. Whibezre are no legal, regulatory, contractual or iothetors that would reasonably limit the
useful life of an intangible asset, we classify itltangible asset as indefinite-lived and suchnigiile assets are not amortized.

Internally used software, whether purchasedeveloped by us, is capitalized and amortizédgithe straight-line group method over its
estimated useful life. We have capitalized certaists associated with software such as costs ologegs devoting time to the projects and
external direct costs for materials and servicest&£associated with software to be used for iatgparposes are expensed until the point at
which the project has reached the development sfagesequent additions, modifications or upgradéstérnal-use software are capitalized
only to the extent that they allow the softwar@ésform a task it previously did not perform. Scdte maintenance, data conversion and
training costs are expensed in the period in wttiely are incurred. We review the remaining econdimés of our capitalized software
annually. Capitalized software is included in otimtangible assets, net, in our consolidated balaheets.

Our long-lived intangible assets with indé&é lives are reviewed for impairment annuallydrenever an event 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 amaothigr 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 inmpaent at least annually, or more frequently if @geor a change in circumstances indicate that
an impairment may have occurred. We are requiredite-down the value of goodwill only in periodswhich the recorded amount of
goodwill exceeds the fair value. Our annual meanerdg date for testing goodwill impairment is Septem30. Subsequent to our acquisitions
of Qwest on April 1, 2011 and Savvis on July 15120~ve managed our operations based on four opgrsgigments (regional markets,
business markets, wholesale markets and Savvistipes) and have considered these four operatijmeets to be the appropriate level for
testing goodwill impairment as of September 30,220rior to our acquisition of Qwest, our reportingts were generally aligned to our five
geographic operating regions, under which we mash#ue substantial portion of our operations. Set8e—Goodwill, Customer
Relationships and Other Intangible Assets for ot information.

We periodically review the estimated liaesl methods used to amortize our other intangdseta. The actual amounts of amortization
expense may differ materially from our estimatepeahding on the results of our periodic reviews @mdfinal determinations of acquisition
date fair value related to Savvis' and Qwest'sgjitde assets. For more information, see Note 2—ufsifions.

Pension and Post-Retirement Benefits

We recognize the overfunded or underfurstatlis of our defined benefit and post-retireméampas an asset or a liability on our balance
sheet. Accumulated actuarial gains and losses eoenponent of our other comprehensive (loss) ingawhéch is then included in our
accumulated other comprehensive (loss) income.i®feasd post-retirement benefit expenses are rezegover the period in which the
employee renders service and becomes eligiblecgwe benefits. We make significant assumptiond\ftfing the discount rate, expected rate
of return on plan assets and health care trend)rsteomputing the pension and post-retiremenefisnexpense and obligations. See Note 8—
Employee Benefits.
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Foreign Currency

Our results of operations include foreighsidiaries, which are translated from the appliedinctional currency to the United States
dollar using the average exchange rates duringetherting period, while assets and liabilities memslated at the reporting date. Resulting
gains or losses from translating foreign curreneyiacluded in accumulated other comprehensives)limeome.

Common Stock

At December 31, 2011, we had unissued st&r€enturyLink common stock reserved of 43.6inmillshares for incentive compensation,
4.1 million shares for acquisitions, 3.4 millioresks for our employee stock purchase plan ("ES&®I)400,000 shares for our dividend
reinvestment plan.

Preferred stock

Holders of outstanding CenturyLink preferstock are entitled to receive cumulative dividgneceive preferential distributions equal to
$25 per share plus unpaid dividends upon Centukytiiquidation and vote as a single class withitbklers of common stock.

Recently Issued Accounting Pronouncemel

In September 2011, the Financial Accoungitandards Board ("FASB") issued Accounting Stadsldipdate ("ASU") 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 fag to determine the likelihood of whether the faitue of a reporting unit is less than its
carrying amount before applying the two-step godidmipairment test. If it is determined that itrizore likely than not that the fair value of a
reporting unit is greater than its carrying amoantpompany 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 performedigzal 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 2089Revenue Recognition (Topic 605): Multiple-DelivdeaBevenue Arrangemenihis
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 arrangements. Btésidard update was effective for us on Janua29@11 and we have adopted it prospecti
for revenue arrangements entered into or matenadiglified after January 1, 2011. This standard teptlas not had and is not expected to have
a material impact on our consolidated financialesteents since the allocation of revenue has hestlyibeen based upon the relative fair value
of the elements as determined by reference to vespkzific 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 théstanding common stock of Savvis, a provider oftidlbosting, managed hosting, colocation
network services in domestic and foreign markets.B&lieve this acquisition enhances our abilitpecan information technology partner with
our existing business customers and strengthengppartunities to attract new business custometisarfuture. Each share of Savvis common
stock outstanding immediately prior to the acqgigsiconverted into the right
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to receive $30 per share in cash and 0.2479 sb&f@snturyLink common stock. The aggregate conatiten of $2.382 billion consisted of:

. cash payments of $1.732 billion;
. 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-combinationipomf certain share-based compensation awardsnesshy CenturyLink of
$98 million, of which $33 million was paid in cash.

Upon completing the acquisition, we als@®b47 million to retire certain pre-existing S&/debt and accrued interest, and paid related
transaction expenses totaling $15 million. The gamments required on or about the closing date Werded using existing cash balances,
which included the net proceeds from the June 26sliance of senior notes with an aggregate prihaipaunt of $2.0 billion. See Note 4—
Long-term Debt and Credit Facilities, for additibirdormation about our senior notes.

We have recognized the assets and liaslitf Savvis based on our preliminary estimatebeif acquisition date fair values. The
determination of the fair values of the acquireskts and assumed liabilities (and the related métation of estimated lives of depreciable
tangible and identifiable intangible assets) rezpigignificant 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' asseqgiiaed 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 Decembg?2@11.

Based on our preliminary estimate, the eggte consideration exceeds the aggregate estifa@tedlue of the acquired assets and
assumed liabilities by $1.357 billion, which hagbeecognized as goodwill. This goodwill is atttétole to strategic benefits, including
enhanced financial and operational scale and ptahamarket diversification that we expect toimmalNone of the goodwill associated with
this acquisition is deductible for income tax pises.

The following is our preliminary assignmeifithe aggregate 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 debi (129
Current maturities of lor-term debi (38
Long-term debi (840)
Deferred credits and other liabiliti (38¢)
Goodwill 1,357
Aggregate consideratic $ 2,382
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Acquisition of Qwes

On April 1, 2011, we acquired all of thestanding common stock of Qwest, a provider of diaternet, video and voice services
nationwide and globally. We entered into this asijigin, among other things, to realize certaintsggg benefits, including enhanced financial
and operational scale, market diversification awktaged combined networks. As of the acquisitite dQwest served approximately
9.0 million access lines and approximately 3.0iomllbroadband 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<73 billion based on:

. the 294 million shares of CenturyLink common staxsued to consummate the acquisition;
. the closing stock price of CenturyLink common statiarch 31, 2011 of $41.55;
. the estimated net value of the -combination portion of she-based compensation awards assumed by CenturyL|

$52 million (excluding the value of restricted dtancluded in the number of issued shares spec#iee); and

. cash paid in lieu of the issuance of fractionakrshaf $5 million.
We assumed approximately $12.7 billionawfg-term debt in connection with our acquisitiorafiest.

We have recognized the assets and liaslitf Qwest based on our preliminary estimatebeif icquisition date fair values. The
determination of the fair values of the acquireskts and assumed liabilities (and the related mhétation of estimated lives of depreciable
tangible and identifiable intangible assets) regmignificant 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 asseaisieed and liabilities assumed, along with the
related allocations to goodwill and intangible ass&he fair values of certain tangible assetsingible 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 eggte consideration exceeds the aggregate estifisitedlue of the acquired assets and
assumed liabilities by $10.106 billion, which ambbas been recognized as goodwill. This goodwidittsbutable to strategic benefits,
including enhanced financial and operational saakket diversification and leveraged combined oeks that we expect to realize. None of
the goodwill associated with this acquisition isldetible for income tax purposes.
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The following is our preliminary assignmeiithe aggregate 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 1,702

Other 18¢
Other noncurrent asse 373
Current liabilities, excluding current maturitieslong-term debt (2,42¢)
Current maturities of lor-term debt (2,422)
Long-term debt (10,259
Deferred credits and other liabiliti (4,302
Goodwill 10,10¢
Aggregate consideratic $ 12,27:

Acquisition of Embarg

On July 1, 2009, we acquired all of thestariding common stock of Embarqg Corporation ("Emfar provider of data, Internet, video
and voice services. We entered into this acquisitianong 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 itfte right to receive 1.37 shares of CenturyLinfowon 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@&dued to consummate the acquisiti
. the closing stock price of CenturyLink common statkune 30, 2009 of $30.70; &

. the estimated net value of the pre-combinationipomf share-based compensation awards assumedriyr@Link of
approximately $50 million (excluding the value ettricted stock included in the number of issuedesh specified above).

We assumed approximately $4.9 billion efgeerm debt in connection with our acquisitioremhbarg.

In connection the Embarqg acquisition, weeaded our charter to eliminate our time-phase gatinucture, which previously entitled
persons who beneficially owned shares of our comsatock continuously since May 30, 1987 to ten vpisshare.

We have recognized the assets and liaslitf Embarqg based on their acquisition date fainas. Based on our final determination of fair
value in June 2010, the aggregate consideratiopeglscthe aggregate estimated fair value of their@chassets and assumed liabilities by
$6.245 billion, which amount has been recognizedgcexiwill. This goodwill is attributable to straiedpenefits, including enhanced financial
and operational scale, market diversification awktaged combined networks that we expect to eedilnne of the goodwill associated with
this acquisition is deductible for income tax pLees.
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The following is our assignment of the aggte consideration:

July 1, 2009
(Dollars in millions)

Cash, accounts receivable and other current & $ 67€
Property, plant and equipme 6,07¢
Identifiable intangible asse

Customer relationshiy 1,09¢

Right of way 26¢€

Other 27
Other noncurrent asse 24
Current liabilities, excluding current maturitieslong-term debt (837)
Current maturities of lor-term debt 2
Long-term debt (4,88%)
Deferred credits and other liabiliti (2,622
Goodwill 6,24¢
Aggregate consideratic $ 6,07(

In connection with consummating the Embszquisition, we amended our charter to (i) elimenadr time-phase voting structure, which
previously entitled persons who beneficially owrsddres of our common stock continuously since M3y1987 to ten votes per share, and
(ii) increase the authorized number of shares oftcommon stock from 350 million to 800 million. As amended and restated, our charter
provides that each share of our common stock ilezhto 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 refethe business that we operated prior to the Qwagtisition (including Embarq's business) as
"Legacy CenturyLink" and refer to the incrementasimess activities that we now operate as a reétiie Savvis acquisition and the Qwest
acquisition as "Legacy Savvis" and "Legacy QweastSpectively.

Combined Pro Forma Operating Results (Unaudited)

For the year ended December 31, 2011, @drihk's results of operations included operatiagemues (net of intercompany eliminations)
attributable to Qwest and Savvis of $8.2 billiord &483 million, respectively. The addition of Qwasd Savvis poskcquisition operations d
not contribute significantly to our consolidated imzome.

The following unaudited pro forma finandiafformation presents the combined results of Qghink as if the Qwest and Savvis
acquisitions had been consummated as of Janu2Q10,

Years Ended December 31

2011 2010
(Dollars in millions)
Operating revenue $ 18,69: 19,43:
Net income 601 29:¢
Basic earnings per common sh .97 A48
Diluted earnings per common shi .97 A8
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This pro forma information reflects certaijustments to previously reported operating tesabnsisting of primarily:

. decreased operating revenues and expenses duedbinination of deferred revenues and deferreeeses associated with
installation activities and capacity leases thatensssigned no value at the acquisition date améltmination of transactions
among CenturyLink, Qwest and Savvis that are ndyjest to intercompany elimination;

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

. decreased recognition of retiree benefit experme®Wwest due to the elimination of unrecognizediagal losses;

. decreased interest expense primarily due to thetaraton of an adjustment to reflect the increafsdvalue of long-term debt
of Qwest recognized on the acquisition date; and

. the related income tax effec

The pro forma information does not necelyseeflect the actual results of operations hael @west and Savvis acquisitions been
consummated at January 1, 2010, nor is it necésgaticative of future operating results. The fooma information does not give effect to
any potential revenue enhancements, cost synesgiher operating efficiencies that could resudh the acquisitions (other than those
realized in our historical financial statement&afhe respective acquisition dates).

At December 31, 2011, we had incurred cativg acquisition related expenses, consisting gmilgnof integration 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, gemaacibdministrative expenses for years ended Desegilh 2011, 2010 and 2009 was
$467 million, $145 million and $271 million, respieely. An additional $16 million consists of traaion 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-acquisitietated expenses of $71 million, including $36 roiilin periods prior to being acquired and
$35 million on the date of acquisition. Savvis imed cumulative pre-acquisition related expenseg2@fmillion, including $3 million in
periods prior to being acquired and $19 milliontbe date of acquisition. These amounts are noadted in our results of operations.

96




Table of Contents
(3) Goodwill, Customer Relationships and Other Itangible Assets
Goodwill, customer relationships and ofinégingible assets consisted of the following:

December 31 December 31

2011 2010
(Dollars in millions)
Goodwill $ 21,72« 10,26:
Customer relationships, less accumulated amordiz
of $1,337 and $34 8,361 93C
Indefinite-life intangible asset 41€ 41¢
Other intangible assets subject to amortiza
Capitalized software, less accumulated amortize
of $441 and $7! 1,622 164
Tradenames and patents, less accumulated
amortization of $73 and 4 19¢ 40
Total other intangible assets, | $ 2,23¢ 622

Our goodwill was derived from numerous astjions whereby the purchase price exceeded thedhie of the net assets acquired (See
Note —Acquisitions). At December 31, 2011, the net caigy@dmounts of goodwill, customer relationships atigr 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 intangildsets for years ended December 31, 2011, 2010Q0%vZas $1.425 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 expdoséntangible assets for the years ending Decer@be2012 through 2016 will be as follows:

(Dollars in millions)

2012 $ 1,65¢
2013 1,52¢
2014 1,38¢
2015 1,23¢
2016 1,09(

Our annual measurement date for testinglgdbimpairment is September 30. As of DecemberZ111, we attributed our goodwiill
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 1,357
Total goodwill $ 21,72¢
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For each segment, we compare its estinfatedalue to the carrying value of the assets thatttribute 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 secatzlitation 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 threvidue of our regional, business and wholesal&katarsegments using an equal weighting
based on a market approach and a discounted cagimiéthod. The market approach includes the userparable multiples of publicly
traded companies whose services are comparableddmcorroborate discounted cash flow resulte discounted cash flow method is based
on the present value of projected cash flows atedrainal value, which represents the expected niizathcash flows of the segment beyond
the cash flows from the discrete projection fivewyperiod. The estimated cash flows were discoufatledach segment using a rate that
represents our weighted average cost of capitathulie determined to be 6.50% as of the measuredatat(which was comprised of a pgee-
cost of debt of 7.0% and a cost of equity of 8.7%% also reconciled the estimated fair values efsigments to our market capitalization ¢
September 30, 2011 and concluded that the indigatplied control premium of 16% was reasonable daserecent transactions in the ma
place. At September 30, 2011, based on our anglgsiermed with respect to these segments as tesicabove, we concluded that our
goodwill was not impaired as of that date.

For our Savvis operations, we determinedptteliminary fair value of the assets acquired latilities assumed using various methods,
including an overall discounted cash flow analyssformed for all of Savvis' operations. The fatue assignments are still preliminary and
could change significantly upon finalization of ttaér value assignments. Due to the recentnedsesftquisition and the related preliminary
valuation results and the lack of any significagterse events that have occurred to Sawvis' opgregsults 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 then€ct America and Intercarrier Compensation Reforder. This order 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 thatrgr@irment may have occurred. At December 31, 2@Elperformed 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.
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(4) Long-Term Debt and Credit Facilities

Long-term debt, including unamortized discts and premiums, at December 31, 2011 and 20iflsted of borrowings 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%- 7.875% 2012-2039 $ 4,51¢ 2,51¢
Credit facility 2.550%- 4.5009) 2015 2717 36t
Subsidiaries
Qwest
Senior note: 7.125%- 8.000% 2014- 2018 2,65( —
Debenture: 6.875%- 7.750% 2014- 2043 3,182 —
Other note: 6.500%- 8.375% 2013- 2051 5,62¢ —
Embarq Corporatio
Senior note: 6.738%- 7.995% 2013- 2036 4,01 4,01
First mortgage
bonds 6.875%- 8.770% 2013- 2025 322 322
Other 6.750%- 9.000% 2013- 2019 20C 20C
First mortgage note 2.00%- 10.00% 2012- 2018 65 83
Capital lease and other
obligations Various Various 712 —

Unamortized premium
(discounts) and other,

net 26¢ 73
Total lon¢-term debt 21,83¢ 7,32¢
Less current maturitie (480) (12

Long-term debt,
excluding current
maturities $ 21,35¢ 7,31¢€

*) This range includes the weighted average intemesiuo credit facility of 2.74% as of December 3Q12.
Long-Term Debt Acquired

As a result of the acquisition of QwestApril 1, 2011, Qwest's pre-existing debt obligapwhich consisted primarily of debt securities
issued by Qwest Communications International Ind. &vo of its subsidiaries, are now included in consolidated debt balances. On the
acquisition date, Qwest's debt securities haddgtacipal balances totaling $11.598 bhillion, psednantly fixed contractual interest rates
ranging from 6.5% to 8.875% (weighted average 68%) and maturities ranging from 2012 to 2051.docaunting for the Qwest acquisition,
we recorded Qwest's debt securities at their egifair values, which totaled $12.675 billion &\pril 1, 2011 (which included $383 millic
of capital leases and certain other obligations)y. &quisition date fair value estimates were basedarily on quoted market prices in active
markets and other observable inputs where quoteklaihprices were not available. The amount by whiehfair value of Qwest debt securit
exceeded their stated principal balances on theisitign date of $693 million is being recognizedlaareduction to interest expense over the
remaining terms of the debt.

Upon completing the acquisition of Savuisduly 15, 2011, we paid $547 million to retireta@r pre-existing Savvis debt and accrued
interest, and paid related transaction expensabrigt$15 million. The cash payments required oalmut the closing date were funded using
existing cash balances,
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which included the net proceeds from the June @61 2ssuance of senior notes with an aggregateipahamount of $2.0 billion, as discussed
below.

New Issuance:

On October 4, 2011, our indirect wholly @énsubsidiary, Qwest Corporation ("QC") issued $88ilon aggregate 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 priceaddo the greater of their principal amao
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, togethitlr the $557 million of net proceeds
received on September 21, 2011 from the debt issudescribed below and available cash, to redeerittb00 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 $575anilliggregate principal amount of its 7.50% Notes 2061 in exchange for net proceeds,
after deducting underwriting discounts and expense$557 million. The notes are senior unsecutgayations of QC and may be redeemed,
in whole or in part, on or after September 15, 2818 redemption price equal to 100% of the prigicgmount redeemed plus accrued and
unpaid interest to the redemption date.

On June 16, 2011, we issued unsecuredrsenties with an aggregate principal amount of $@ldn ("Senior 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 2—
Acquisitions). In April 2011, we received commitniéetters from two banks to provide up to $2.0ibiilin bridge financing for the Sawvis
acquisition. This arrangement was terminated ireR011 in connection with the issuance of the Seédades resulting in $16 million in
transaction expenses recognized in other inconeefese), net.

On June 8, 2011, QC issued $661 milliorregate principal amount of its 7.375% Notes duelZfifexchange for net proceeds, after
deducting underwriting discounts and expensesg423$nillion. The notes are unsecured obligationQ6fand may be redeemed, in whole or
in part, on or after June 1, 2016 at a redemptitrepequal to 100% of the principal amount redeeplad accrued and unpaid interest to the
redemption date.

In April 2011, we entered into a $160 noifliuncommitted revolving letter of credit facilitwhich enables us to provide letters of credit
under terms that may be more favorable than thodernthe Credit Facility. At December 31, 2011, outstanding letters of credit totaled
$129 million.

In January 2011, we entered into a new-§@ar revolving credit facility with various lendefthe "Credit Facility"). The Credit Facility
initially allowed us to borrow up to $1 billion. Wp consummation of the Qwest acquisition, our beimg capacity under the Credit Facility
increased to $1.7 billion, for the general corperairposes of us and our subsidiaries. Up to $40i@mof the Credit Facility can be used for
letters of credit, which reduce the amount avaddbl other extensions of credit. Interest is essg®n borrowings using the London Interbank
Offered Rate ("LIBOR") plus an applicable marginvibeen 0.5% and 2.5% per annum depending on thedfyjoan and CenturyLink's then-
current senior unsecured long-term debt ratingoétember 31, 2011, we had
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$277 million in borrowings and an immaterial amoahtetters of credit outstanding under the Cré&@itility.
Repayment:

In October 2011, QC used the net proce&#827 million from the October 4, 2011 issuancgether with 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 proceeds4# #illion from the June 8, 2011 debt issuancgetiver with available 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 d@btcluding unamortized premiums, discounts, anémth

(Dollars in millions)

2012 $ 48C
2013 1,713
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 kemgr debt. The following table presents the amadiigiross interest 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 long-ter

debt $ 1,072 544 367

Long-Term Debt Covenants

Certain of our loan agreements containouarirestrictions, among which are limitations relgag issuance or guarantee of additional debt
or issuance of preferred stock, payment of casideids, reacquisition or sale of capital stock atier matters. In addition, the transfer of
funds from certain consolidated subsidiaries tot@snhink is restricted by various loan agreemeBigbsidiaries that have loans from
government agencies and cooperative lending assntsaor have issued first mortgage bonds, gelyarsy not loan or advance any funds to
CenturyLink, but may pay dividends if certain ficéal ratios are met. At December 31, 2011, allwaf consolidated retained earnings reflected
on the balance sheet were available under ourdgaeeements for the declaration of dividends.
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The senior notes of CenturyLink were issurder an indenture dated March 31, 1994. Thisritwde does not contain any financial
covenants, but does include restrictions that louit ability to (i) incur, issue or create liensonpour property and (ii) consolidate with or
merge into, or transfer or lease all or substdwtall of its assets to, any other party. The irtdem 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 $iEsicontain customary covenants that restriciathity of Qwest or its subsidiaries from
incurring additional debt, making certain paymearid 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 achiewvedtment grade ratings from one of the ratingnages, most of the covenants listed above
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 purdoant indenture dated as of May 17, 2006. While &mlis generally prohibited from creating
liens on its property unless its senior notes aceiied equally and ratably, Embarq can create berits property without equally and ratably
securing its senior notes so long as the sum dfiddibtedness so secured does not exceed 15% argsbonsolidated net tangible assets.
indenture contains customary events of defaulterafrwhich are impacted by Embarq's credit ratiftte indenture does not contain any
financial covenants or restrictions on the abildyssue new securities in accordance with thegsearhthe indenture.

Several of our other subsidiaries havetantiing first mortgage bonds or notes. Each is$tieese first mortgage 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 diebdlosidiaries.

Under the Credit Facility, we, and our nedit subsidiary, Qwest Corporation, ("QC"), musinten a debt 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 thditC~acility and certain of our debt
securities also have cross acceleration provisidthBecember 31, 2011, we were in compliance wiitlfathe provisions and covenants
contained in our Credit Facility and other debteggnents.

Subsequent Event

On January 27, 2012 we called $800 milbb@Qwest 7.5% notes due February 15, 2014. Theipahamount plus all accrued interest
will be redeemed on March 1, 2012 at a redemptigoepf 100%.
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(5) Accounts Receivable
The following table presents details of aocounts receivable 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 2,097 772
Less: allowance for doubtful accoul (145 (60)
Accounts receivable, less allowar $ 1,952 712

We are exposed to concentrations of cregkitfrom residential and business customers withinlocal service area, business customers
outside of our local service area and from othlerctanmunications service providers. We generallyarequire 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 @ouats receivable balance. We have not
experienced any significant loss associated wisétpurchased receivables.

The following table presents details of allowance for doubtful accounts:

Beginning Ending

Balance Additions Deductions Other Balance
(Dollars in millions)

2011 $ 60 15¢ (68) — 14¢&

201C % 48 91 (79) — 60

200¢ $ 16 57 (25) — 48
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(6) Property, Plant and Equipment

Net property, plant and equipment is coneplasf the following:

Depreciable December 31
Lives 2011 2010
(Dollars in millions)
Land N/A $ 59C 20€
Fiber, conduit and other outside
plant® 8-45 year 12,42: 8,38
Central office and other networl
electronics? 3-10 year 9,73( 5,41z
Support assetd) 5-35 year 6,09( 2,057
Construction in progres® N/A 744 272
Gross property, plant and equipm 29,571 16,32¢
Accumulated depreciatic (20,14 (7,575
Net property, plant and equipme $ 19,43¢ 8,75¢
1) Fiber, conduit and other outside plant consistiibefr and metallic cable, conduit, poles and ogwporting structures.
2) Central office and other network electronics caissié circuit and packet switches, routers, trassion electronics and electronics providing sertice
customers.
?3) Support assets consist of buildings, computersotimel administrative and support equipment.
(4) Construction in progress includes property of thredoing categories that has not been placed vicseas it is still under construction.

We recorded depreciation expense of $2u6iidn, $1.228 billion and $839 million for the ses ended December 31, 2011, 2010 and
2009, respectively.

Asset Retirement Obligatior

At December 31, 2011, our asset retirerobhigations balance was primarily related to estedduture costs of removing equipment fi
leased properties and estimated future costs gieplpdisposing of asbestos and other hazardousrialstupon remodeling or demolishing
buildings. Asset retirement obligations are incliliite other long-term liabilities on our consolidatealance sheets.

As of the Qwest and Savvis acquisition slatee recorded liabilities to reflect our prelimip&stimates of fair values of Qwest and Savvis
asset retirement obligations. Our fair value estiimavere determined using discounted cash flow oalsth
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The following table provides asset retiratmabligation 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 a

Savvis acquisition 124 — —
Liabilities settled and othe 3 — —
Change in estimat (62 — —
Balance at end of ye: $ 10¢ 41 39

During 2011, we revised our estimates lfier¢ost of removal of network equipment, asbesio®ediation, and other obligations by
$62 million. These revisions resulted in a reductid the asset retirement obligation and offsetteruction to gross property, plant and
equipment.

(7) Severance and Leased Real Estate

Periodically, we have reductions in our kforce and have accrued liabilities for relatedesance costs. 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 agmt expenses and other liabilities-salaries andfiierin our consolidated 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 severancensgpto our regional, business and wholesale nsaskgiments.

In periods prior to our acquisition of Qweldwest had ceased using certain real estatd thas leasing under long-term operating leases.
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 reperhibncurrent portion in deferred credits and olilagilities in our consolidated balance she
We report the related expenses in selling, germerdladministrative expenses in our consolidatadrsients 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.
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Changes in our accrued liabilities for ganee expenses and leased real estate were aggollo

Severance 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 (133 (22)
Balance at December 31, 2C $ 37 152

Our severance expenses for the year endedrBber 31, 2011 also included $12 million of stEr®ed compensation associated with the
accelerated vesting of stock awards that occurr@dmnnection with workforce reductions relatinghte acquisition of Qwest.

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

We sponsor several defined benefit pengians, which in the aggregate cover a substantidign of our employees including separate
plans for Legacy CenturyLink, Legacy Qwest and Emlemployees. Until such time as we elect to irdegthe Qwest and Embarq benefit
plans with ours, we plan to continue to operatseh@ans independently. Pension benefits for ppatits of these plans who are represente
a collective bargaining agreement are based ontia¢g schedules. All other participants' pensienddits are based on each individual
participant's years of service and compensationugéea December 31 measurement date for all ons plla addition to these tax qualified
pension plans, we also maintain non-qualified peEmgians for certain former highly compensated eygts. We maintain post-retirement
benefit plans that provide health care and lifeliaace benefits for certain eligible retirees. e @rovide other post-employment benefits for
eligible former employees.

Pension

In connection with the acquisition of QweatApril 1, 2011, we assumed defined benefit pampians sponsored by Qwest for its
employees. Based on a valuation analysis, we révadjia $490 million net liability at April 1, 20%dr 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 waithlan shortfall to fund the annual cost of basefarned in addition to a seven-year
amortization of the shortfall. Our funding poliayrfthe pension plan is to make contributions wliih 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 structuresapto those offered by our competitors, we frozelegacy CenturyLink and Embarg 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 ig@ition of a curtailment gain of approximately $2ilion in 2010.
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Prior to their acquisition on April 1, 2011, Qwdéstd frozen its pension benefit accruals for nomesgnted employees.
Other Post-Retirement Benefits

Our post-retirement health care plans gleyiost-retirement benefits to qualified retirélése post-retirement health care plans we
assumed as part of our acquisitions of Qwest anbaEgnprovide post-retirement benefits to qualifietirees and allows (i) eligible employees
retiring before certain dates to receive benefitsoaor reduced cost and (ii) eligible employedsing after certain dates to receive benefits on
a shared cost basis. The post-retirement healéhptans are generally funded by us and we expearitnue funding these post-retirement
obligations as benefits are paid. Our plan uses@mMber 31 measurement date.

In connection with the acquisition of QwestApril 1, 2011, we assumed post-retirement kiepkfns sponsored by Qwest for certain of
its employees. At April 1, 2011, we recognized eb$dllion liability for the unfunded status of Qstés 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.

No contributions were made to the posteetient trusts in 2011 or 2010 and we do not exjoectake a contribution in 2012.
A change of 100 basis points in the assuimidel health care cost trend rate would have tiedfollowing effects in 2011:

100 Basis Points Chang
Increase (Decrease’
(Dollars in millions)

Effect on the aggregate of the service and intex@st

components of net periodic post-retirement bemeafitense

(statements of operation $ 2 2
Effect on benefit obligation (balance shes 70 (65)

We expect our health care cost trend matketrease by 0.5% per year from 7.5% in 2012 tatémate rate of 5.0% in 2018. Our post-
retirement health care expense, for certain ebgildlgacy Qwest retirees and certain eligible LedaegturyLink retirees, is capped at a set
dollar amount. Therefore, those health care beabfigations are not subject to increasing headite ¢rends after the effective date of the caps.

Expected Cash Flow

The pension, non-qualified pension and-petitement health care benefit payments and premiand life insurance premium payments
are paid by us or distributed from plan assets. The
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estimated benefit payments provided below are basexttuarial assumptions using the demographitseoémployee and retiree populations
and have been reduced by estimated participantibotions.

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

Estimated future benef

payments

2012 $ 1,02¢ 391 (24)
2013 99¢ 38€ (26)
2014 o8t 37¢ (28)
2015 974 36¢ (30)
2016 96€ 35¢ (32)
20172021 4,62z 1,60¢ (183

Net Periodic Benefit Expens

The measurement date used to determinegpem®n-qualified pension and post-retirement theehre and life insurance benefits is
December 31. The actuarial assumptions used to aientipe net periodic benefit expense for our pemsion-qualified pension and post-
retirement benefit plans are based upon informatiailable as of the beginning of the year, aseresl in the following table.

Pension Plans Pos-Retirement Benefit Plans
20110 2010 2009 2011 2010 2009

Actuarial

assumptio

at

beginning

of year:
Discount rate 5.00%-5.50% 5.50%-6.00% 6.60%-6.90% 5.30% 5.70%-5.80% 6.40%-6.90%
Rate of

compensa

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

long-term

rate of

return on

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

care cost

trend rate N/A N/A N/A 8.50% 8.00% 7.00%
Ultimate

health car

cost trend

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

trend rate

is reachec N/A N/A N/A 201¢ 201¢ 2011

N/A—Not applicable

1) This column does not consider Qwest's actuarialapsions for its pension plan as of the beginnifithe year due to the acquisition date of Apri2@11. Qwes
had the following actuarial assumptions as of Apyi2011: discount rate of 5.40%; expected longrteate of return on plan assets 7.50%; and a fate o
compensation increase of 3.50%.

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

April 1, 2011. Qwest had the following actuariaasptions as of April 1, 2011: discount rate of0843 expected long-term rate of return on plan assket
7.50%:; initial health care cost trend rate of 7.508d ultimate health care trend rate of 5.00% teelehed in 201¢
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Net periodic pension expense, which inchuttie effects of the Qwest acquisition subsequeAptil 1, 2011 and the Embarq acquisition
subsequent to July 1, 2009, included the followdngponents:

Pension Plans
Years Ended December 31,

2011 2010 2009
(Dollars in millions)

Service cos $ 70 61 36
Interest cos 56( 24€ 13t
Expected return on plan ass (709) (283) (12¢)
Curtailment gair — (21) —
Settlement: 1 — 18
Contractual retirement benef — — 15
Amortization of unrecognized priol

service cos 2 2 —
Amortization of unrecognized

actuarial los¢ 13 17 16
Net periodic pension (incom

expenséd@ $ (63) 22 92
1) Includes $58 million of income related to the Qwalsins subsequent to the April 1, 2011 acquisitiate.
) The Legacy Embarq pension plan contains a provigiahgrants early retirement benefits for cerfmrticipants affected by workforce reductions. Bgri

2009, we recognized approximately $15 million ofiidnal pension expense related to these con@hbtnefits

Net periodic post-retirement benefit exgensghich includes the effects of the Qwest acquoisisubsequent to April 1, 2011 and the
Embarq acquisition subsequent to July 1, 2009uded the following components:

Post-Retirement Plans
Years Ended December 31,

2011 2010 2009
(Dollars in millions)

Service cos $ 18 15 9
Interest cos 152 32 27
Expected return on plan ass (41) 4 2
Amortization of unrecognized priol

service cos 2 3 4
Amortization of unrecognize

actuarial los¢ — 1 —
Net periodic pos«retirement benefit

expensél) $ 127 41 30
1) Includes $92 million related to the Qwest plansssgjuent to the April 1, 2011 acquisition date.
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Benefit Obligations

The actuarial assumptions used to compadunded status for the plans are based upomiafion available as of December 31, 2011
and December 31, 2010 and are as follows:

Pension Plans Pos-Retirement Benefit Plans
December 31 December 31
2011 2010 2011 2010

Actuarial

assumptions
at end of
year:
Discount rate 4.25%-5.10% 5.00%-5.50% 4.60%-4.80% 5.30%
Rate of

compensa

increase 3.25% 3.25%-4.00% N/A N/A
Initial health

care cost

trend rate N/A N/A 7.25%-8.00% 8.50%
Ultimate

health care

cost trend

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

trend rate

is reachec N/A N/A 201¢ 201¢

N/A—Not applicable
The following table summarizes the chamgthée benefit obligations for the pension and pestement benefit 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¢ 4,18 463
Service cos 70 61 36
Interest cos 56( 24¢ 13t
Plan amendmen 12 4 16
Acquisitions 8,26’ — 3,467
Actuarial loss 93C 427 232
Contractual retirement benef — — 15
Curtailment gair — (110 —
Settlement: — — 8
Benefits paid by compar (16) 5) (57)
Benefits paid from plan asse (767) (277) (139

Benefit obligation at end of ye $ 13,59¢ 4,53¢ 4,18:
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Posi-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 receip! 22 1 —
Actuarial loss (gain 152 32 58
Benefits paic (352 (549) (36)

Benefit obligation at end of ye $ 3,93( 55€ 582

Our aggregate accumulated benefit obligagi® of December 31, 2011, 2010 and 2009 was $ billdn, $4.509 billion and
$4.042 billion, respectively.

Plan Assets

We maintain plan assets for our pensiongbnd certain posetirement benefit plans. The pension plan assetased for the payment
pension benefits and certain eligible plan expenBes post-retirement benefit plan assets are tspdy health care benefits and premiums on
behalf of eligible retirees who are former uniopresented plan participants and to pay certainbédigplan expenses. The expected rate of
return on plan assets is the long-term rate ofinette expect to earn on the plans' assets. Th@fagturn is determined by the strategic
allocation of plan assets and the long-term rigk r@urn forecast for each asset class. The foief@seach asset class are generated primarily
from an analysis of the long-term expectationsarfaus third party investment management orgaminatiThe expected rate of return on plan
assets is reviewed annually and revised, as negessaeflect changes in the financial markets andinvestment strategy. The following ta
summarizes the change in the fair value of plaptagsr the pension and post-retirement benefiipla

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

Change in plan asse
Fair value of plan assets at beginning

year $ 3,73 3,22( 358
Return on plan asse 47¢ 482 474
Acquisitions 7,77 — 2,407
Employer contribution 587 30C 11¢
Settlement: — — —
Benefits paic (767) (277) (139)

Fair value of plan assets at end of y $ 11,81« 3,732 3,22(
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Pos-Retirement Benefit Plans
Years Ended December 31,
2011 2010 2009
(Dollars in millions)

Change in plan asse
Fair value of plan assets at beginning o

year $ 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 (352 (59 (36)

Fair value of plan assets at end of y $ 69:< 54 57

Pension Plans: Our investment objective for the pension plasess is to achieve an attractive risk-adjustagdmetver time that will
provide for the payment of benefits and minimize tisk of large losses. Our pension plan investratrategy is designed to meet this objec
by broadly diversifying plan assets across numestnagegies with differing expected returns, vditegs and correlations. The pension plan
assets have target allocations of 53% to inteetstgensitive investments and 47% to investmersigiked to provide higher expected returns
than the interest rate sensitive investments. ésteiate 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, cmate and inflation-linked bonds, as well as sowmosures to global stocks and
commodities. Assets expected to provide highermstthan the interest rate sensitive assets indluskdly diversified equity investments with
approximately 15% targeted to U.S. stocks, 12%eteetbped market nob-S. stocks and 3% to emerging market stocks. Apprately 12% i:
allocated to other private markets investmentauiiolg funds primarily invested in private equitgbd and hedge funds. Real estate investr
are targeted at 5% of plan assets. At the beginoiir2§12, our expected annual long-term rate afrrebn pension assets is assumed to be
7.5%.

Post-Retirement Benefit Plans:Our investment objective for the post-retiretrt@enefit plan assets is to achieve an attractske r
adjusted return and minimize the risk of large ésssver the expected life of the assets. Investnsis managed by broadly diversifying
assets across numerous strategies with differipgeaerd returns, volatilities and correlations. @westment strategy is designed to be
consistent with the investment objective, with alr focus on providing liquidity for the reimisement of our union-represented employees
post-retirement health care costs. The post-reérgrenefit plan assets have target allocatio®s®§ 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 difiecswith exposure to publicly traded U.S., nonSUand emerging market stocks and
private equity. While no new private equity investits have been made in recent years, the perdecatidn 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 investmeatlg bonds, high yield bonds, convertible bondgrging market debt, real estate, hedge
funds, private debt and diversified strategiesth&tbeginning of 2012, our expected annual longrtexte of return on post-retirement benefit
plan assets is assumed to be 7.5%.

Permitted investments: Plan assets are managed consistent with théctiesns set forth by the Employee Retirement meoSecurity
Act of 1974, as amended, which requires diverdificaof assets and also generally prohibits definedefit and welfare plans from investing
more than 10% of their
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assets in securities issued by the sponsor compamyecember 31, 2011, the pension and post-reérgrenefit plans did not directly own
any shares of our common stock or any of our debich is consistent with December 31, 2010.

Derivative instruments: Derivative instruments are used to reduceasslvell as provide return. The pension and postraent benefit
plans use exchange traded futures to gain expts@guity and Treasury markets consistent withehagset 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 exposumegahto account the implied volatility and currgnmtcing of the specific underlying market
instrument. Some derivative instruments subjecpthas to counterparty risk. We closely monitor muparty 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 denvesitistruments directly held by the plans is shd&low. The notional amount of the derivatives
corresponds to market exposure but does not regraseactual cash investment.

Gross notional exposure
Pos-Retirement

Pension Plan Benefit Plans

Year Ended December 31, 201
Derivative instrument: (Dollars in millions)
Exchang-traded U.S. equity future $ 53t 12
Exchang-traded no-U.S. equity future 4 —
Exchang-traded Treasury future 1,512 19
Interest rate sway 63E —
Total return swap 11C 51
Credit default swap 201 —
Foreign exchange forwari 63t 23
Options 917 —

Fair Value Measurements: Fair value is defined as the price that wowdddxceived to sell an asset or paid to transfebdlity in an
orderly transaction between independent and knayalable parties who are willing and able to tranfarcan asset or liability at the
measurement date. We use valuation techniquestndtmize 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.

At December 31, 2011, we used the followratuation techniques to measure fair value foetss§ here were no changes to these
methodologies during 2011:

. Level —Assets were valued using the closing price repartéde active market in which the individual seguwas traded
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. Level 2—Assets were valued using quoted prices in marketisare not active, broker dealer quotations, ssttavalue of shar
held by the plans and other methods by which gfiificant input were observable at the measureata.

. Level 3—Assets were valued using unobservable smijputvhich little or no market data exists as régiby the respective
institutions at the measurement date.

The tables below presents the fair valuplah assets by category and the input levels tesddtermine those fair values at December 31,
2011. It is important to note that the asset atiooa do not include market exposures that areeghivith derivatives.

Fair value of pension plan assets at December 3011

Level 1 Level 2 Level 3 Total
(Dollars in millions)

Investment grade bonds ( $ 694 2,20¢ — 2,90(
High yield bonds (b — 541 79 62C
Emerging market bonds ( — 29t — 29t
Convertible bonds (c — 337 — 337
Diversified strategies (¢ — 48¢ — 48¢
U.S. stocks (f 401 944 — 1,34¢
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 fun

(k) — 62C 18¢ 80¢
Directional hedge funds ( — 26¢ 18< 451
Real estate (| — 48 53t 583
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

receivable 32
Pending trades receivat 43€
Accrued expense 8
Pending trades payat (620)
Total pension plan asse¢ $ 11,81«
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Fair value of pos-retirement plan assets at December 31, 20:

Level 1 Level 2 Level 3 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 — 30
Diversified strategies (¢ — 62 — 62
U.S. stocks (f 64 4 — 68
Non-U.S. stocks (g 62 2 — 64
Emerging market stocks ( — 17 — 17
Private equity (i — — 60 60
Private debt (j — — 8 8
Market neutral hedge fun

(k) — 67 — 67
Directional hedge funds (| — 20 — 20
Real estate (| — 19 26 45
Cash equivalents and sf-

term investments (r 5 20 — 25
Total investment $ 17€ 43t 94 70E
Dividends and intere:

receivable 3
Pending trades receivat 23
Accrued expense (15)
Pending trades payak (23)
Total pos-retirement plar

asset: $ 693

The tables below presents the fair valuplaf assets by category and the input levels tesddtermine those fair values at December 31,
2010. It is important to note that the asset atiooa do not include market exposures that areeghivith derivatives. Investments include
dividend and interest receivable, pending tradesels payable and accrued expenses.

Fair value of pension plan assets at December 3010

Level 1 Level 2 Level 3 Total
(Dollars in millions)

Investment grade bonds ( $ — 331 — 331
High yield bonds (b — 91z — 913
U.S. stocks (f 1,16¢ 277 — 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 shc

term investments (r 26 — — 26
Other (0) 13 14€ 3 162
Total pension plan asse¢ $ 1,71t 1,661 35C 3,73
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Fair value of pos-retirement plan assets at December 31, 20:

Level 1 Level 2 Level 3 Total
(Dollars in millions)

Fixed income (a)(d $ 35 5 — 40
U.S. stocks (f 5 5 — 10
Cash equivalents and shc

term investments (r 4 — — 4
Total pos-retirement plar

assets $ 44 10 — 54

The plans' assets are invested in variesstaategories utilizing multiple strategies angstment managers. For several of the
investments in the tables above and discussed b&ievplans own units in commingled funds and kaipartnerships 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 uridgrigvestments owned by each fund, minus its liigs, 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 parthips represent long-term commitments with adfix&turity date, typically ten years.
Valuation inputs for these limited partnership iets are generally based on assumptions andinfbenation not observable in the market
and are classified as Level 3 investments. Thenagsons and valuation methodologies of the pricirgdors, account managers, fund
managers and partnerships are monitored and egdli@mtreasonableness. Below is an overview oafiset categories, the underlying
strategies and valuation inputs used to value ¢keta in the preceding tables:

(a) Investment grade bondspresent investments in fixed income securitieselsas commingled bond funds with
characteristics similar to the Barclays Capital \A§gregate Bond Index. This index is comprisetl 8. Treasury securities, agencies,
corporate bonds, mortgage-backed securities, assed securities and commercial mortgage-backadises. Treasury securities are
valued at the bid price reported in the active raaitk which the security is traded and are clasgiéis Level 1. The valuation inputs of
other investment grade bonds primarily utilize gtaable market information and are based on a spebdS. Treasury securities and
consider yields available on comparable securitfdssuers with similar credit ratings. The primafyservable inputs include referen
to the new issue market for similar securities,d9beondary trading markets and dealer quotes. ©ptiusted spread models are
utilized to evaluate securities such as asset lleséeurities that have early redemption featurbes@& securities are classified as
Level 2. The commingled funds are valued at NAVeabgn the market value of the underlying fixed meocsecurities using the same
valuation inputs described above. The commingled$wcan be redeemed at NAV within a year of tharfaial statement date and are
classified as Level 2.

(b) High yield bondsepresent investments in below investment gradslfincome securities as well as commingled highlyie
bond funds. The valuation inputs for the securitiemarily utilize observable market informationdeare based on a spread to U.S.
Treasury securities and consider yields availahleamparable securities of issuers with similaditretings. These securities are
classified as Level 2. The commingled funds areethlat NAV based on the market value of the unaeglizigh yield instruments usil
the same valuation inputs described above. Cometiginds that can be redeemed at NAV within a pééne financial statement de
are classified as Level 2. Commingled funds thahoabe redeemed at NAV or that cannot be redeenB@V within a year of the
financial statement date are classified as Level 3.
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(c) Emerging market bondepresent investments in securities issued by gavents and other entities located in developing
countries as well as commingled emerging marketlfonds. The valuation inputs for the securitigbzat observable market
information and are primarily based on dealer geiotea spread relative to the local government bohtese securities are classified as
Level 2. The commingled funds are valued at NAVdobsn the market value of the underlying emergigket bonds using the same
valuation inputs described above. The commingled$wcan be redeemed at NAV within a year of tharfaial statement date 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 certainwirstances. The valuation inputs for the individuaivertible bonds primarily utilize
observable market information including a spread 16. Treasuries and the value and volatility & timderlying equity security.
Convertible bonds are classified as Level 2.

(e) Diversified strategiesepresent an investment in a commingled fund thetgrily has exposures to global government,
corporate and inflation linked bonds, global stoakd commodities. The commingled fund is valuedA&Y based on the market value
of the underlying investments. The valuation inputéze observable market information includingofished prices for exchange trac
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 withjrear of the financial statement date and is cleeskds Level 2.

(f U.S. stocksepresent investments in stocks of U.S. based coiepas well as commingled U.S. stock funds. Theaten
inputs for U.S. stocks are based on the last phisdiprice reported on the major stock market orclwthie securities are traded and are
classified as Level 1. The commingled funds areethlat NAV based on the market value of the unaeglinvestments using the same
valuation inputs described above. These comminfgleds can be redeemed at NAV within a year of tharfcial statement date and
classified as Level 2.

(@) Non-U.S. stockeepresent investments in stocks of companies hasgglveloped countries outside the U.S. as well as
commingled funds. The valuation inputs for non-Wst®cks are based on the last published price teghon the major stock market on
which the securities are traded and are classiféeldevel 1. The commingled funds are valued at Nba¥ed on the market value of the
underlying investments using the same valuationtsigescribed above. These commingled funds caedsemed at NAV within a
year of the financial statement date and are diedsas Level 2.

(h) Emerging market stockepresent investments in a registered mutual fuxddcammingled funds comprised of stocks of
companies located in developing markets. Registenatdal funds are valued at the last publishedepéported on the major market on
which the mutual funds are traded and are clasisfgeLevel 1. The commingled funds are valued a¥MAsed on the market value of
the underlying investments using the same valuatipats described previously for individual stockhese commingled funds can be
redeemed at NAV within a year of the financial staént date and are classified as Level 2.

() Private equityrepresents non-public investments in domestic areldn buy out and venture capital funds. Privapeity
funds are structured as limited partnerships aad/alued according to the valuation policy of epahtnership, subject to prevailing
accounting and other regulatory guidelines. Théngaships use valuation methodologies that givesictemation to a range of factors,
including but not limited to the price at which @stments were acquired, the nature of the invesmerarket conditions, trading valt
on comparable public securities, current and ptegeoperating performance, and financing transastimbsequent to the
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acquisition of the investments. These valuationho@blogies involve a significant degree of judgmé&mivate equity investments are
classified as Level 3.

() Private debtepresents non-public investments in distressedezzanine debt funds. Mezzanine debt instrumeptdeist
instruments that are subordinated to other debesand may include embedded equity instruments asigvarrants. Private debt funds
are structured as limited partnerships and areedeiccording to the valuation policy of each paghip, subject to prevailing
accounting and other regulatory guidelines. Theatidn of underlying fund investments are baseéhotors including the issuer's
current and projected credit worthiness, the secsiierms, reference to the securities of comparatimpanies, and other market
factors. These valuation methodologies involvegaificant degree of judgment. Private debt invesitaare classified as Level 3.

(k) Market neutral hedge fund®ld investments in a diversified mix of instruneettiat are intended in combination to exhibit
low correlations to market fluctuations. These Btugents are typically combined with futures to agkiuncorrelated excess returns
over various market®irectional hedge funds-This asset category represents investments thatertabit somewhat higher
correlations to market fluctuations than the marieitral hedge funds. Investments in hedge furdade both direct investments and
investments in diversified funds of funds. Hedgadaiare valued at NAV based on the market valubeofinderlying investments
which include publicly traded equity and fixed imee securities and privately negotiated debt saeariThe hedge funds are valued by
third party administrators using the same valuaitiquits previously described. Hedge funds thatmredeemed at NAV within a year
of the financial statement date are classifiedeaselL2. Hedge fund investments that cannot be raddeat NAV or that cannot be
redeemed at NAV within a year of the financial etaént date are classified as Level 3.

() Real estateepresents investments in commingled funds anddarpartnerships that invest in a diversified podidfof real
estate properties. These investments are valugd¥taccording to the valuation policy of each fumdpartnership, subject to
prevailing accounting and other regulatory guidedinThe valuation inputs of the underlying propsréire generally based on third-
party appraisals that use comparable sales orjeqgion of future cash flows to determine fair \@liReal estate investments that can be
redeemed at NAV within a year of the financial staént date are classified as Level 2. Real estagsiments that cannot be redeemed
at NAV or that cannot be redeemed at NAV withinealyof the financial statement date are class#dgdevel 3.

(m) Derivativesinclude the market value of exchange traded futaoagracts which are classified as Level 1, as aglbrivately
negotiated over-the-counter swaps that are valasddon the change in interest rates or a spetiiket index and classified as
Level 2. The market values represent gains or $ods# occur due to fluctuations in interest raf@gign currency exchange rates,
security prices, or other factors.

(n) Cash equivalents and short-term investmegsesent investments that are used in conjunetittnderivatives positions or
are used to provide liquidity for the payment oféfts or other purposes. U.S. Treasury Bills alei@d at the bid price reported in the
active market in which the security is traded arelcassified as Level 1. The valuation inputs thieo securities are based on a spread
to U.S. Treasury Bills, the Federal Funds Raté,amdon Interbank Offered Rate and consider yieldslable on comparable securities
of issuers with similar credit ratings and are sifisd as Level 2. The commingled funds are valaeAV based on the market value
of the underlying investments using the same vidnahputs described above. These commingled feadshe redeemed at NAV
within a year of the financial statement date amdcassified as Level 2.
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(o) Otherrepresents investment in private debt, high yieldds and net payables and receivables associattedheisecurities.
The valuation of underlying fund investments aredobon factors including the issuer's current angepted credit worthiness, the
security's terms, reference to the securities ofgarable companies, and other market factors. TVedsation methodologies involve a
significant degree of judgment. These investmergckassified as Level 3.

Concentrations of Risk: Investments, in general, are exposed to varislds, such as significant world events, interat, credit,
foreign currency and overall market volatility risSkhese risks are managed by broadly diversifygsggts across numerous asset classes and
strategies with differing expected returns, voli#i$ and correlations. Risk is also broadly diifexd across numerous market sectors and
individual companies. Financial instruments thaepgally subject the plans to concentrations afrderparty risk consist principally of
investment contracts with high quality financiadtitutions. These investment contracts are typicadllateralized obligations and/or are
actively managed, limiting the amount of countetpaxposure to any one financial institution. Altiyh the investments are well diversified,
the value of plan assets could change materiajhgging upon the overall market volatility, whiabuéd affect the funded status of the plans.

The table below presents a rollforwardhe pension plan assets valued using Level 3 inputs:

Pension Plan Assets Valued Using Level 3 Inpu
Market Directional
High Neutral
Yield Private Private Hedge Hedge Real
Bonds Equity Debt Fund Funds Estate Other Total
(Dollars in millions)

Balance a
Decembe31, 200t $ — — — — 16C 162 — 322
Net acquisition:
(dispositions’ — 1 3 — 9 2 3 —
Actual return on pla
assets
(Losses) gain
relating to asset
sold during the
year — — — — 2 2 — —
Gains (losses)
relating to asset
still held at year
end — — — — 8 2C — 28

Balance a
December 31, 20: — 1 3 — 161 18z 3 35C
Net acquisition:
(dispositions’ 96 79t 458 18t 30 31¢ (3) 1,87¢
Actual return on plal
assets
(Losses) gain
relating to asset
sold during the
year (12 197 13 3 @ 9 — 20¢
(Losses) gains
relating to asset
still held at year

end (5) (202) (8) — @) 26 — (196
Balance a
December 31,2 $ 79 791 461 18¢ 185 53¢ — 2,237
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The table below presents a rollforwardhaf post-retirement plan assets valued using Leirgh®s:

Posi-Retirement Plan Assets Valued Using Level 3 Inpul

Private Private Real

Equity Debt Estate Total
(Dollars in millions)

Balance a
December 31, 207 $ — — — —
Net acquisition: 55 8 24 87
Actual return on plar
assets
Gains relating tc
assets sold
during the yea 33 1 — 34
(Losses) gain
relating to asse!
still held at year

end (28) 1) 2 (27
Balance at
December 31,z $ 60 8 26 94

Certain gains and losses are allocateddmivassets sold during the year and assets #tilahgearend based on transactions and cha
in valuations that occurred during the year. Thakeeations also impact our calculation of net asijons and dispositions.

At December 31, 2011, the investment pnogpaoduced actual gains on pension and post-retineéplan assets 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 primgritiie volatility occurring in the financial matkeduring any given year.

Unfunded Status

The following table presents the unfundiadus of the pensions and post-retirement benlefitsp

Pension Plans Pos-Retirement Benefit Plans
Years Ended December 31 Years Ended December 31
2011 2010 2011 2010
(Dollars in millions)

Benefit obligatior $ (13,596 (4,539 (3,930 (55¢€)
Fair value of plar

asset: 11,81« 3,73¢ 693 54
Unfunded statu  $ (1,782 (802) (3,237) (504
Current portion o

unfunded statu $ — — (164) —
Non-current

portion of

unfunded statu $ (1,782 (802) (3,079 (504
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The current portion of our post-retirembeanefit obligations is recorded on our consoliddtaldince sheets in accrued expenses and othe
current liabilities—other.

Accumulated Other Comprehensive (Loss) Incc—Recognition and Deferrals

The following tables present cumulativerigenot recognized as a component of net periodiefits expense 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 consolidateddeadeets in accumulated other comprehensive loss:

As of and for the Years Ended December 3:

Recognition
of Net
Periodic Net
Benefits Change in
2010 Expense Deferrals AOCI 2011

(Dollars in millions)
Accumulated other
comprehensive (los
income:

Pension plans
Net actuaria

(loss) gair $ (18¢) 13 (1,160 (1,147 (2,335
Prior service
(cost) benefi (19 2 (12 (10 (29)
Deferred income
tax benefit
(expense 80 5) 451 44¢€ 52¢€
Total pension plan az7 10 (721) (711) (83¢)
Post-retirement benel
plans:
Net actuarial
(loss) gair (32) — (190 (190 (221
Prior service
benefit (cost 12 2 (32) (33 (22)
Deferred incomt
tax benefit
(expense 7 — 85 85 92
Total pos-retirement
benefit plans (12 2 (13¢€) (13¢) (150)

Total accumulated
other comprehensi
(loss) income $ (139) 8 (857) (84¢9) (98¢)

The following table presents estimated ggmbe recognized in 2012 as a component of n&die benefit expense of the pension, non-
qualified pension and post-retirement benefit plans

Pension Pos-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 rezbial
2012 as a component of other comprehensive incom
(loss) $ (21) —
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Medicare Prescription Drug, Improvement and Modemaition Act of 200:

We sponsor post-retirement health carespleith several benefit options that provide prgawin drug benefits 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 thé&eakation of our post-retirement benefit obligatiand net periodic post-retirement benefit
expense.

Other Benefit Plans
Health Care and Life Insurance

We provide health care and life insuraneediits to essentially all of our active employa&® are largely self-funded for the cost of the
health care plan. Our health care benefit expefiasesirrent employees were $377 million, $190 roiiliand $67 million for the years ended
December 31, 2011, 2010 and 2009, respectivelyotdrepresented employee benefits are based oniakegtollective bargaining
agreements. Employees are required to partiallg the health care benefits provided by us, in &ttio paying their own out-gfocket costs
Participating non-represented employees contrib@8dmillion, $30 million and $9 million Decembet, 2011, 2010 and 2009, respectively.
Participating union-represented employees coneth®$28 million, $17 million and $4 million for thears ended December 31, 2011, 2010
and 2009, respectively. Our group life insuran@ngplare fully insured and the premiums are paidsdy

401(k) Plan

We sponsor a qualified defined contributi@mefit plan covering substantially all of our dayges. Under this plan, employees may
contribute a percentage of their annual compens&bidhe plan up to certain maximums, as definethbyplan and by the Internal Revenue
Service ("IRS"). Currently, we match a percentafgersployee contributions in cash. At December 3, 12and December 31, 2010, the assets
of the plan included approximately 9 million andhlion shares of our common stock, respectivetyaaesult of the combination of previous
employer match and participant directed contrigidoNe recognized expenses related to this pl&T7@fmillion, $17 million and $14 million
for the years ended December 31, 2011, 2010 and, 288pectively.

Deferred Compensation Plans

We sponsored non-qualified unfunded defec@mpensation plans for various groups that ireduckrtain of our current and former
highly compensated employees. Participants in thkses could, at their discretion, invest theiratefd compensation in various investment
choices including our common stock. The value setsand liabilities related to these plans wasigmificant.

(9) Share-based Compensation

We maintain programs that allow our Boar®wectors (through its Compensation Committe@ar Chief Executive 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 appreciatiorts 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 eligéneployees to purchase our common s
at a 15% discount based on the lower of the beginar ending stock price during recurring six mooffering periods.
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Acquisitions

Upon the July 15, 2011, closing of our astjion of Savvis, and pursuant to the terms ofabeuisition agreement, we assumed certain
obligations under Savvis' share-based compensatiangements. Specifically:

. all Savvis stock options outstanding immediatelpipto the acquisition were vested in full and weoaverted into 2,420,5%
fully vested CenturyLink stock options, and

. all nonvested Savvis restricted stock units outstandingeaiately prior to the acquisition converted intoaggregate 1,080,0
non-vested CenturyLink awards.

We estimate the aggregate fair value ofisimed Savvis share-based compensation arranggensen$123 million, of which
$98 million was attributable to services perfornpeidr to the acquisition date and was includechidost of the acquisition. The fair value of
CenturyLink shares was determined based on thé&428osing 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 arzkiag recognized as compensation
expense, net of estimated forfeitures, over theaneimg 1.5 year vesting period.

Upon the April 1, 2011, closing of our aigijtion of Qwest, pursuant to the terms of the @itjon agreement, we assumed certain
obligations under Qwest's pre-existing share-basetpensation arrangements. Specifically:

. all Qwest no-qualified stock options outstanding immediatelyoptb the acquisition converted into an aggregéfg 198,331
CenturyLink non-qualified stock options (includibgh62,198 fully vested options),

. all nor-vested shares of Qwest restricted stock outstaridingediately prior to the acquisition convertedian aggregate «
780,455 non-vested shares of CenturyLink restristedk, and

. all Qwest markebased awards outstanding immediately prior to tuiisition vested in full and were paid out by lutigh the
issuance of an aggregate of 563,269 shares of &l common stock in April 2011.

The aggregate fair value of the assumedsQawgards was $114 million, of which $85 millionsattributable to services performed prior
to the acquisition date and was included in thé abthe acquisition. The fair value of CenturyLiskares was determined based on the $41.55
closing price of our common stock on March 31, 204/ determined the fair value of Qwest's non-djealistock options, using the Black-
Scholes option-pricing model, reflecting a riskefiaterest rate ranging from 0% to 2.13% (dependmghe expected life of the option), an
expected dividend yield of 6.98%, an expected temging from 0.1 to 4.8 years (depending on th@afs remaining contractual term and
exercise price and on historical experience), aqpeteted volatility ranging from 11.1% to 35.3% (bd®on the expected term and historical
experience). The remaining $29 million of the agate fair value of the assumed Qwest awards wakuattble 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.

Upon the July 1, 2009, closing of our asgign of Embarg, pursuant to the terms of the &itjon agreement, we assumed certain
obligations under Embarq pre-existing share-basetpensation arrangements. Specifically:

. all Embarq stock options outstanding immediatelgmto the acquisition were vested in full and weoaverted into 7.2 million
fully vested CenturyLink stock options, and

. all nor-vested Embarq restricted stock units outstandirganiately prior to the acquisition converted intoaggregat:
2.4 million non-vested CenturyLink awards.
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The aggregate fair value of the assumeddEgqawards was $99 million, of which $50 millionsattributable to services performed prior
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-djedlistock 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), ampeteted volatility ranging from 27% to 50% (basextloe expected term and historical
experience). The remaining $49 million of the agate fair value of the assumed Embarqg awards virdisuahble 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 aiwing stock option awards for the year ended Ddasm31, 2011:

Weighted-
Average
Number of Exercise
Options Price
(in thousands)

Outstanding at December 31, 2( 5,04C $ 39.0¢
Assumed in Savvis acquisitic 2,421 $ 14.2¢
Assumed in Qwest acquisitic 7,19¢ $ 34.5(
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 omiontstanding and exercisable at December 31, @%1$87 million and $77 million,
respectively. The weighted average remaining cotted term for such options was 4.9 years and d&ss; respectively.

During 2011, we received net cash proceé@32 million in connection with our option exeses. The tax 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.

Restricted Stocl

For awards that contain only service caan# for vesting, we calculate its fair value basadhe closing 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 2044 granted approximately 624,000 shares of mstristock to certain executive-level
employees as part of our long-term incentive prograf which approximately 474,000 contained onlyvse conditions and will vest on a
straight-line basis on May 31, 2012, 2013 and 20 remaining awards contain market conditionswaitid/est on May 31, 2014. These
shares represent only the target for the awar@els ecipient has the
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opportunity to ultimately receive between 0% an@8%0of the target restricted stock award dependinguw total shareholder return for 2011,
2012 and 2013 in relation to that of the S&P 50deb

In addition to these awards, during 201 1gwanted approximately 689,000 shares of restristeck awards to certain other key employ
and our outside directors as part of our equity pemsation and retention programs. These award§eanpuly service conditions for vesting.

During the first quarter of 2010, we grah&pproximately 397,000 shares of restricted stodertain executivéevel employees as part
our long-term incentive program, of which approxiata 198,000 contained only service conditions ailtivest on a straight-line basis in
March 15, 2011, 2012 and 2013. The remaining awewd&ain service and market conditions. One hathe§e awards will vest on March 15,
2012 based on our two-year total shareholder rdturB010 and 2011 as measured against the tcatsblder return of the companies
comprising the S&P 500 Index. The other half wédkvon March 15, 2013 based on our three-yearghtakholder return for 2010, 2011 and
2012 as measured against the total shareholdenretthe companies comprising the S&P 500 Inddweske shares represent only the targe
the award as each recipient has the opportunitjtitmately receive between 0% and 200% of the targsricted stock award depending on
total shareholder return in relation to that of 8&P 500 Index.

In addition to these awards, during 2010gnanted approximately 600,000 shares of restristeck awards to certain other key employ
and our outside directors as part of our equity memsation and retention programs. These award#eegpuly service conditions for vesting.

In anticipation of our acquisition of Qwgedtiring the third quarter of 2010, we granted @0@,shares of 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 closiragalof 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 aiwing restricted stock and restricted stock umieds for the year ended December 31, 2011:

Weighteo-
Average
Number of Grant Date
Shares Fair Value
(in thousands)

Non-vested at December 31, 20 2,89 $ 33.6¢
Granted 1,31 $ 36.1¢
Assumed in Savvis acquisitic 1,080 $ 38.5¢
Assumed in Qwest acquisitic 78C $ 41.5¢
Vested (2,780 $ 34.5¢
Forfeited 77 $ 33.9¢

Non-vested at December 31, 20 4.20¢ $ 36.7¢

During 2010, we granted 1.4 million shasésestricted stock at a weighted-average pricg36.56. During 2009, we granted 820,000
shares of restricted stock at a weighted-averaige pf $27.34, excluding the 2.4 million sharesiggsin 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.
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Compensation Expense and Tax Benefit

We recognize compensation expense relatedrtshare-based awards with graded vesting thiathave a service condition on a straight-
line basis over the requisite service period ferehtire award. Total compensation expense fahalte-based payment arrangements for the
years ended December 31, 2011, 2010 and 2009 veasifion, $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 Embarq acquisitions. Our tax bensfibgnized in the income statements for our shased payment arrangements for the
ended December 31, 2011, 2010 and 2009 was $25mifi14 million and $21 million, respectively. Becember 31, 2011, there was
$96 million of total unrecognized compensation exgeerelated to our share-based payment arrangemdrith we expect to recognize over a
weighted-average period of 1.79 years.
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(10) Earnings Per Common Share
Basic and diluted earnings per common sfuaarthe years ended December 31, 2011, 2010 ad@ ®@re calculated 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 $ 57¢ 94¢ 511
Extraordinary item, net of income ti

expense — — 13€
Net income 57¢ 94¢ 647
Earnings applicable to n-vested restricte

stock 2 (6) 4

Net income applicable to common stock
computing basic earnings per common
share 571 942 642

Net income as adjusted for purpose:
computing diluted earnings per commo
share $ 571 942 645

Shares (Denominator
Weighted average number of shal

Outstanding during peric 534,32( 301,42¢ 199,17
Non-vested restricted stoc (2,209 (1,75€) (1,387)
Non-vested restricted stock un 66¢ 947 1,02¢

Weighted average shares outstanding for

computing basic earnings per common

share 532,78( 300,61¢ 198,81
Incremental common shares attributable

dilutive securities

Shares issuable under convertible secur 13 13 13
Shares issuable under incentive
compensation plar 1,32¢ 66% 231

Number of shares as adjusted for purpos:
computing diluted earnings per commo
share 534,12: 301,29° 199,05°

Basic earnings per common she

Before extraordinary iter $ 1.07 3.1¢ 2.5t
Extraordinary iter — — .68
Basic earnings per common sh $ 1.07 3.18 3.2%

Diluted earnings per common sha

Before extraordinary iter $ 1.07 3.18 2.5k
Extraordinary iterr — — .68
Diluted earnings per common shi $ 1.07 3.1¢ 3.2t

Our calculations of diluted earnings pematwon share exclude shares of common stock thassuwable upon exercise of stock options
when the exercise price is greater than the averagket price of our common stock during the perfdach potentially issuable shares totaled
2.4 million, 2.9 million and 4.1 million for 2012010 and 2009, respectively.
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(112) Fair Value Disclosure

Our financial instruments consist of cast aash equivalents, accounts receivable, investimaccounts payable and long-term debt,
excluding capital lease obligations. The carryingpants of our cash and cash equivalents, accoecgésvable and accounts payable
approximate their fair values.

Fair value is defined as the price that lddoe received to sell an asset or paid to traresfebility in an orderly transaction between
independent and knowledgeable parties who arengiliind able to transact for an asset or liabilithha measurement date. We use valuation
techniques that maximize the use of observabletsngud minimize the use of unobservable inputs velegarmining fair value and then we
rank the estimated values based on the relialfithe inputs used following the fair value hietayset forth by the FASB.

We determined the fair values of our Idagn notes, including the current portion, basedjaoted market prices where available or, il
available, based on discounted future cash flowsgyusurrent market interest rates

The three input levels in the hierarchyaif value measurements are defined by the FASERigdy as follows:

Input Level Description of Input
Level 1  Observable inputs such as quoted market pricestiveamarkets
Level 2 Inputs other than quoted prices in active markeds are either directly or indirect
observable
Level 3 Unobservable inputs in which little or no marketadexists

The following table presents the carryingoants and estimated fair values of our investrsentrrities, which 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, 201I
Input Carrying Carrying
Level Amount Fair Value Amount Fair Value

(Dollars in millions)
Asset—Investments
securities 3 $ 73 73 — —
Liabilities—Long-term
debt excluding capit
lease obligation 2 $ 21,12« 22,05 7,32¢ 8,007

In connection with the acquisition of QwestApril 1, 2011, we acquired auction rate se@sitmaturing in 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" lieenitat fair value on a recurring basis. We estimtttedair value of these securities at
December 31, 2011 using a probability-weighted ¢kt model that considers the coupon rate fordbeurities, probabilities of default and
liquidation prior to maturity, and a discount ratamnmensurate with the creditworthiness of the isslieese securities have a cost basis of
$79 million.
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(12) Income Taxes

Income tax expense was as folloy
Federal

Current

Deferred

State
Current
Deferred

Foreign
Current
Deferred

Total income tax expent

Income tax expense was allocated as follc
Income tax expense in the consolide
statements of incom
Attributable to income before
extraordinary iten
Attributable to extraordinary itel

Stockholders' equity
Compensation expense for tax purpose
excess of amounts recognized for
financial reporting purpose
Tax effect of the change in accumula
other comprehensive lo

Years Ended December 31

2011 2010

(Dollars in millions)

(49 384 15¢€
401 14E& 21C
25 67 3
(6) 23 12
4 _ _
37E 583 382
Years Ended December 31
2011 2010
(Dollars in millions)
37¢E 583 30z
— — 81
(13) (12 (4)
(535) (39 29
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The following is a reconciliation from te&tutory federal income tax rate to our effecthadme tax rate:

Years Ended December 31

2011 2010 2009
(Percentage of pr-tax income)

Statutory federal income tax re 35.0% 35.0% 35.0%
State income taxes, net of federal income

benefit 1.3% 1.9% 2.0%
Change in tax treatment of Medicare sub: — 0.3% —
Nondeductible acquisition related co 0.9% 0.2% 0.7%
Nondeductible compensation pursuan

executive compensation limitatio 0.4% 0.2% 0.9%
Recognition of previously unrecognized ta

benefits — — (1.5)%
Foreign income taxe 0.4% — —
Foreign valuation allowanc 0.8% — —
Other, ne 0.8% 0.5% 0.1%
Effective income tax rat 39.6% 38.1% 37.2%

Included in income tax expense for the gearded December 31, 2011, 2010 and 2009 is $2émib4 million 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 decreasselt a $16 million reduction to our net deferraxl asset valuation allowance associated with
state operating loss carryforwards. We also recbadeadditional valuation allowance of $8 milliom deferred tax assets that require future
income of a special character to realize the bendSecause we are not currently forecasting incofra appropriate character for these
benefits to be realized, we will continue to maiimta valuation allowance equal to the amount waaldelieve is more likely than not to be
realized.
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The tax effects of temporary differenceat thave rise to significant portions of the defdri@x assets 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 co $ 2,052 51C
Net operating loss carryforwar 2,49 75
Other employee benefi 11¢ 45
Other 83€ 11€
Gross deferred tax assi 5,49¢ 74€
Less valuation allowanc (27¢) (43)
Net deferred tax asse 5,22: 70z

Deferred tax liabilitie:
Property, plant and equipment, primarily due tordejation

differences (3,647 (1,762
Goodwill and other intangible asst (4,21%) (2,159
Other (169 (70)

Gross deferred tax liabilitie (8,019 (2,997

Net deferred tax liabilit $ (2,797 (2,289

Of the $2.797 billion and $2.288 billiontmeferred tax liability at December 31, 2011 afd@, respectively, $3.823 billion and
$2.369 billion is reflected as a long-term lialyilénd $1.026 billion and $81 million is reflecteslanet current deferred tax asset.

In connection with our acquisitions of Sesven July 15, 2011 and Qwest on April 1, 2011 reeognized net 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 antitigshiln addition, due to the Qwest
acquisition, we recognized a net current deferaedasset of $271 million, which relates primardycertain accrued liabilities that are expected
to result in future tax deductions. These primaffetences involve Qwest's pension and other petitement 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 deferrediéility is partially offset by a deferred tasset for expected future tax deductions relatir
Sawvis' and Qwest's net operating loss carryforazard

At December 31, 2011, we had NOLs of $6llibh. If unused, the NOLs will expire between ZDand 2031; however, no significant
amounts expire until 2020. At December 31, 2011ha@ $72 million ($47 million net of federal inconax) 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" witl@mteaning of Section 382 of the
Internal Revenue Code. As a result, our abilityde these NOLs is subject to annual limits impdse8ection 382. Despite this, we expect to
use substantially all of these NOLs as an offsaireg our future taxable income, although the tonif that use will depend upon our future
earnings and future tax circumstances.
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We establish valuation allowances when s&sgy to reduce the deferred tax assets to ameenéxpect to realize. At December 31, 2I
a valuation allowance of $276 million was estaldidlas it is more likely than not that this amoumet operating loss carryforwards will not
be utilized prior to expiration.

Based on our consideration of preliminarfpimation, we recorded valuation allowances of 8fillon and $231 million, respectively on
the acquisition dates for the portion of the aceglinet deferred tax assets that we do not belgerere likely than not to be realized. Our
preliminary acquisition date assignment of defeiredme taxes and the related valuation allowaneesabject to adjustment as discussed in
Note Z—Acquisitions.

The activity of our gross unrecognized baxefits (excluding both interest and any relaestefal benefit) during 2011 was as follows:

Unrecognized Tax

Benefits
(Dollars in millions)
Unrecognized tax benefits at December 31, 2 $ 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, 2 $ 111

Upon the dismissal of our refund appedDatober 2011, we recorded a $242 million settlemelated to the treatment of universal
service fund receipts of certain subsidiaries aeglin our Embarqg acquisition, effectively settlihg issue for the 1990 through 1994 years.
We are currently in the process of dismissing @00@-2006) proceedings, due to an agreement ire plith 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 QsvROL carryforward, the settlement of
position resulted in a reduction in our unrecogditax benefit but no cash payment is required.

If we were to prevail on all unrecognized benefits recorded on our balance sheet, we weglnhnize approximately $118 million
(including interest and net of federal benefit) jathwould lower our effective tax rate.

Our policy is to reflect interest expenssaxiated with unrecognized tax benefits in inctemxeexpense. We had accrued interest

(presented before related tax benefits) of appratetg $33 million and $12 million at December 3012 and December 31, 2010,
respectively.

We file income tax returns, including retsifor our subsidiaries, with federal, state amalgurisdictions. 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 arbjsat to annual examination by the IRS.

In 2010, Qwest and its subsidiaries fileteaded federal income tax returns for 2006-200%d&e protective claims with respect to items
reserved in their audit settlements and to coitests not addressed in prior audits. Those amefedkstal income tax returns are subject to
adjustment in an IRS audit. Additionally, in 20@@west and its subsidiaries filed amended federairnre tax returns
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for 2002-2005 to make protective claims with respedtems reserved in their audit settlementstancbrrect items not addressed in prior
audits. Those amended federal income tax retumstidsject to adjustment in an IRS audit.

Our open income tax years by major jurisdicare as follows at December 31, 2011:

Jurisdiction Open tax years

Federal 200&—curren

State
Florida 200¢—curren
Louisiana 200&é—curren
Minnesota 199€6—1999 and 20C—curren
New York 2001—2006 and 20C—curren
North Carolineg 200¢—curren
Oregon 200z—curren
Texas 200&—curren
Other state 2005—curren

Since the period for assessing additiaaailllty typically begins upon the filing of a retu it is possible that certain jurisdictions could
assess tax for years prior to the open tax yeacdodied above. Additionally, it is possible thatai jurisdictions in which we do not believe
we have an income tax filing responsibility, and@adingly 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.

133




Table of Contents

Based on our current assessment of vafamters, including (i) the potential outcomes aégh ongoing examinations, (ii) the expiratio
statute of limitations for specific jurisdiction@j) the negotiated settlement of certain disputsties, and (iv) the administrative practices of
applicable taxing jurisdictions, it is reasonabbsgible that the related unrecognized tax benfefitancertain tax positions previously taken
may decrease by up to $9 million within the neximi@nths. 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 refbaigr operations as a single segment. However, @fteacquisitions of Qwest on April 1, 2011
and Savvis on July 15, 2011, we have reorganizedwsiness into the following operating segments:

. Regional markets.Consists generally of providing strategic andggproducts and services to residential consuraerall to
medium-sized businesses and regional enterpridgernass. Our strategic products and services offarédese customers
include our private line, broadband, Multi-Prototabel Switching ("MPLS"), hosting and video seegc Our legacy services
offered to these customers include local and lastadce service;

. Business marketsConsists generally of providing strategic andalggproducts and services to enterprise and govarhm
customers. Our strategic products and servicesenff® these customers include our private lineatband, MPLS, hosting and
video services. Our legacy services offered todlmestomers include local and long-distance service

. Wholesale markets.Consists generally of providing strategic anda®gproducts and services to other communications
providers. Our strategic products and servicegedf¢o these customers are mainly private lind(tting special access) and
MPLS. Our legacy services offered to these custenmatude unbundled network elements ("UNEs") whatthw our wholesale
customers the use our network or a combinatioruohetwork and their own networks to provide voacel data services to th
customers, long-distance and switched access sepaad

. Sawvis operations.Currently consists of the entire centrally-marthgperations of our Savvis subsidiaries, which jgtes
hosting and network services primarily to busimasstomers when provided by Legacy Savvis. Sombkese services are the
same as those provided through our business madgtsent. In the future, we may reclassify the maes and expenses
associated with those business markets servigearasf our Savvis operations segment. Howeveil wetare able to further
integrate Legacy Savvis, we will continue to clistiose services as part of the business markegtmant.

We may make further changes to our segnegtrting as we continue to integrate the operatafriegacy Qwest and Legacy Savvis.

In addition, we have revised the way wegatize our products and services and report dateerevenues. These products and services
are now described as follows:

. Strategic serviceswhich include primarily private line (includingscial access), broadband, hosting (including cloasting
and managed hosting), colocation, multi protoam lswitching ("MPLS") (which is a data networkireghnology that can
deliver the quality of service required to suppesdl-time voice and video), video (including DIREZ)T voice over Internet
Protocol ("VolP") and Verizon Wireless services;

. Legacy service, which include primarily local, lor-distance, switched access, public access, intehsatwices digital networ
("ISDN") (which uses regular telephone lines tosump
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voice, video and data applications), and traditiovide area network ("WAN") services (which allo@docal communications
network to link to networks in remote locations);

. Data integration, which is telecommunications equipment we sefl théocated on customers' premises and relatefé ssimna
services, such as network management, installatidnmaintenance of data equipment and buildingagngetary fiber-optic
broadband networks for our government and busiogstomer; and

. Other revenueswhich consists primarily of USF revenue and surghal
We have revised our prior period revenasgifications to conform to our current categories.

Previously, we had categorized our prodants services related to revenue as voice, dataetmbrk access. These products and services
were described as follows:

. Voice. We offered local calling services to residergiatl business customers within our local servica,ayenerally for a fixe
monthly charge. We offered a number of enhancedevsérvices (such as call forwarding, caller idamatiion, conference
calling, voicemail, selective call ringing and cakiting) to our local exchange customers for aditaahal monthly fee. We also
offered long-distance services to our customeredas either usage or pursuant to flat-rate capilags.

. Data. We derived our data revenues primarily from mbntacurring charges for providing broadband acsessices, dat
transmission services over special circuits andapeilines and switched digital television servig@ar special access data
service consisted of providing dedicated circuitsreecting other carriers' networks to their cust@vecations, wireless
carriers' cell towers to mobile switching centensbusiness customers to our network. Althoughtridific handled through
special access facilities may have included voiceall as data, we reported revenues associatbdspicial access as data
revenues.

. Network Access We derived our network access revenues primédly providing wholesale services to various casrignd
customers in connection with the use of our faesito originate and terminate their interstate iat@state voice transmissions.
This revenue also included charges for receivingarsal support funds, receiving reciprocal compging from CLECs and
wireless service providers for terminating theitscan our networks and offering certain networkiliies and related services
CLECs. Our revenues for switched access servigesndied primarily on the level of call volumes.

. Other. We derived our other revenues principally by jung fiber transport, security monitoring servicksasing, selling
installing and maintaining customer premise telegamications equipment and wiring and providing gayre services.

In connection with the recent reorganizatid our segments, we also revised the way we odtEgour segment revenues and expenses.
Our segment revenues include all revenues fronsivategic services, legacy services and data iatiegras described in more detail above.
We report our segment expenses for regional magretsness markets and wholesale markets as fallows

. Direct expenseswhich primarily are specific, incremental expenseurred as a direct result of providing serviaed products
to segment customers, along with selling, generdladministrative expenses that are directly aasediwith specific segment
customers or activities; and

. Allocated expenseswhich are determined by applying activity-basedtimg and other methodologies to include network
expenses, facilities expenses and other expenshsasifleet, product management, and real estagners.
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We do not assign depreciation and amoitinaxpense to our segments, as the related assttsapital expenditures 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 agsdht 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-methéigcome and expenses noted above in the catmulatisegment income.

Our operating revenues for our productssergices consisted of the following categoriestifieryears ended December 31, 2011 and
2010:

Years Ended December 31

2011 2010
(Dollars in millions)
Strategic service $ 6,254 2,04¢
Legacy service 7,68( 4,28¢
Data integratior 537 15¢€
Other 88C 547
Total operating revenut $ 15,35! 7,042

Due to system limitations we have not réggabour 2009 segment information using our cursegiments or our 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¢ 1,20z
Network acces 1,08( 92¢
Other 91t 67€
Total operating revenu $ 7,04z 4,974

Other operating revenues include revenmm funiversal support funds which allows us to reezavportion of our costs under federal and
state cost recovery mechanisms and certain suehéogour customers, including billings for ouruggd contributions to several USF
programs. These surcharge billings to our customerseflected on a gross basis in our statemémgarations (included in both operating
revenues and expenses) and aggregated approxird&2ymillion, $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 actiwitiet generate these other operating revenuesomsgéquently these revenues are not
included in any of our four segments presentedvbelo
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Segment information for the years endededier 31, 2011 and 2010 is summarized below:

Years Ended December 31

2011 2010
(Dollars in millions)

Total segment revenu $ 14,471 6,49¢
Total segment expens 6,53¢ 2,40
Total segment incom $ 7,93¢ 4,092
Total margin percentag 55% 63%
Regional markets

Revenue! $ 7,832 4,64(

Expense! 3,39¢ 1,78¢

Income $ 4,43¢ 2,851

Margin percentag 57% 62%
Business market:

Revenue! $ 2,861 26€

Expense: 1,73€ 12C

Income $ 1,12¢ 14€

Margin percentag 39% 55%
Wholesale market:

Revenue! $ 3,29t 1,58¢

Expense! 1,021 50C

Income $ 2,27¢ 1,08¢

Margin percentag 69% 69%
Savvis operation:

Revenue! $ 488 —

Expense: 38C —

Income $ 10¢ —

Margin percentag 21% —

The following table reconciles segment meoto net income for the years ended December(1, and 2010:

Years Ended December 31

2011 2010
(Dollars in millions)
Total segment incom $ 7,93¢ 4,092
Other operating revenu 88C 547
Depreciation and amortizatic (4,026) (1,439
Other unassigned operating exper (2,76%) (1,145
Other income (expense), r (1,077%) (529
Income tax expens (375 (589)
Net income $ 57¢ 94¢
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We do not have any single customer thatiges more than 10% of our total operating revenS8ebstantially all of our revenues come
from customers located in the United States.

(14) Discontinuance of Regulatory Accounting

Through June 30, 2009, we accounted foregulated telephone operations (except for thpgates acquired from Verizon in 2002) in
accordance with the provisions of regulatory actiogrnunder which actions by regulators can proveksonable 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, refleatetie balance sheet of entities subject to regnjaaccounting.

On July 1, 2009, we discontinued the actiagrrequirements of regulatory accounting upondbeversion of substantially all of our rate-
of-return study areas to federal price cap requtafbased on the FCC's approval of our petitiocotavert our study areas to price cap
regulation).

Upon the discontinuance of regulatory actiog, we reversed previously established regwedssets and liabilities. Depreciation rate
certain assets established by regulatory authsffitieour telephone operations subject to reguadecounting have historically included a
component for removal costs in excess of the rélsédvage value. Notwithstanding the adoption ebaating guidance related to the
accounting for asset retirement obligations, retgmjaaccounting required us to continue to reftat accumulated liability for removal cost:
excess of salvage value even though there wagyabdéligation to remove the assets. Thereforedidanot adopt the asset retirement
obligation provisions for our telephone operatitimat were subject to regulatory accounting. Upandiscontinuance of regulatory accounting,
such accumulated liability for removal costs in@dddn accumulated depreciation was removed andset aetirement obligation was
established. Upon the discontinuance of regulaaeopunting, we were required to adjust the carrgimpunts of property, plant and equipn
only to the extent the assets were impaired, agejdidh the same manner applicable to nonregulatentprises. We did not record an
impairment charge related to the carrying valuthefproperty, plant and equipment of our regulégéephone operations as a result of the
discontinuance of regulatory accounting.

In the third quarter of 2009, upon the digtnuance of regulatory accounting, we recordedracash extraordinary 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 extraordinary (82)
Extraordinary gain attributable to CenturyLink, Ir $ 13¢€
Basic earnings per common share of extraordinairy .68
Diluted earnings per common share of extraordiggain .68

Upon the discontinuance of regulatory actiog, we revised the lives of our property, plant equipment 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 depreciatidesrused that were established by regulatory Etiéso
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Upon the discontinuance of regulatory actiog, we eliminated certain intercompany trangaxgiwith regulated affiliates that previously
were not eliminated under the application of retpriaaccounting. This has caused our operatingmes® 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
Operatin(

revenu $ 1,69¢ 4,40¢ 4,59¢ 4,65: 15,35!
Operatin(

income 464 48C 54¢ 53¢ 2,02t
Net

income 211 115 13¢ 10¢ 573
Basic

earning

per

commc

share .6¢ A8 23 8 1.07
Diluted

earning

per

commc

share .6¢ 18 23 ks 1.07

2010
Operatin(

revenu $ 1,80( 1,772 1,74¢ 1,722 7,042
Operatin(

income 54E 522 50€ 48€ 2,06(
Net

income 258 23¢ 232 22t 94¢
Basic

earning

per

commc

share .84 .79 7€ 74 3.1
Diluted

earning

per

commc

share .84 .79 7€ .74 3.1z

These results include Savvis operationpésiods beginning July 15, 2011 and Qwest oparatior periods beginning April 1, 2011 (See
Note —Acquisitions).

(16) Commitments and Contingencies

In this section, when we refer to a clag®a as "putative" it is because a class has b#eged, but not certified in that matter. Untidan
unless a class has been certified by the courgstnot been established that the named plaingifiesent the class of plaintiffs they purport to
represent.

We have established accrued liabilitiestfiermatters described below where losses are deprobable and reasonably estimable.
Litigation Matters Relating to CenturyLink and Embrg

In December 2009, subsidiaries of Centumklfiled two lawsuits against subsidiaries of SphNrextel to recover 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 contraatfated tariffs, and violated the Federal Commutidces Act by failing to pay these charges.
One lawsuit, filed on behalf of all legacy Embapemating entities, was tried in federal court imgiiia 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 Louisialathat case, in early 2011 the Cc



dismissed certain of CenturyLink's claims, refero#lter claims to
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the FCC, and stayed the litigation. We have no¢detl revenue related to these matters as an advetsome is not probable based upon
current circumstances.

InWilliam Douglas Fulghum, et al. v. Embarqg Corpocatj et al., filed on December 28, 2007 in the United Statidriat 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, maldissurance and prescription drug benefits, gélyezéfective 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 certificatias to other claims. Embarq and other defendamtsntie to vigorously contest these claims and
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 | Hidand theAbbottclaims are similar to thEulghumbreach of fiduciary duty claim
(Count II), 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 gliages, Centel Corporation, acquired entitied thay have owned or operated seven former
plant sites that produced "manufactured gas" uagepcess widely used through the mid-1900s. Céatebeen a subsidiary of Embarq since
being spun-off in 2006 from Sprint Nextel, whiclgaoed Centel in 1993. None of these plant sitescarrently owned or operated by either
Sprint Nextel, Embarq or their subsidiaries. Ore¢hsites, Embarg and the current landowners arkimgowith the Environmental Protection
Agency ("EPA") pursuant to administrative consemtens. Remediation expenditures pursuant to thersrare not expected to be material. On
five sites, including the three sites where the Eflvolved, Centel has entered into agreemertts ether potentially responsible parties to
share remediation costs. Further, Sprint Nexteldggised to indemnify Embarq for most of any evdntahility arising from all seven of these
sites. Based upon current circumstances, we dexpect this issue to have a material adverse ingraour results of operations or financial
condition. We have accrued an amount that we beligprobable for these matters; however, the atrisurot material to our financial
statements.

Litigation Matters Relating to Qwes

The terms and conditions of applicable Wglacertificates or articles of incorporation, agreents or applicable law may obligate Qwe:
indemnify its former directors, officers or empl@gawith respect to certain of the matters descrifgdow, and Qwest has been advancing legal
fees and costs to certain former directors, offiac@remployees in connection with certain mattescdbed below.

On September 29, 2010, the trustees iDtiteh bankruptcy proceeding for KPNQwest, N.V.\dfich Qwest was a major shareholder)
filed a lawsuit in district court in Haarlem, thetderlands, alleging tort and mismanagement clainaer Dutch law. Qwest and Koninklijke
KPN N.V. ("KPN") are defendants in this lawsuit a¢pwith a number of former KPNQwest supervisoryrdaaembers and a former officer of
KPNQwest, some of whom were formerly affiliated w@@west. Plaintiffs allege, among other thingst ttefendants' actions were a cause of
the bankruptcy of KPNQwest, and they seek damagethié bankruptcy deficit of KPNQwest, which isiclad 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 Qwast others
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in federal courts in New Jersey in 2004 and Coloriad2009; those courts dismissed the lawsuitsawitiprejudice on the grounds that the
claims should not be litigated in the United States

On September 13, 2006, Cargill Financiatiéts, Plc and Citibank, N.A. filed a lawsuit iretBistrict Court of Amsterdam, the
Netherlands, against Qwest, KPN, KPN Telecom Ba¥ld other former officers, employees or supervistmgrd members of KPNQwest, sc
of whom were formerly affiliated with Qwest. Theusuit alleges that defendants misrepresented KPN@inancial 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 approxigha$284 million based on the exchange rate orebdser 31, 2011).

We have not accrued a liability for the aboatters as it is premature to determine whethexccrual is warranted and, if so, a reasonable
estimate of probable liability. We will continue defend against the pending KPNQwest litigationteratvigorously.

Several putative class actions relatinth&oinstallation of fiber-optic cable in certaighis-of-way were filed against Qwest on behalf of
landowners on various dates and in various conrfdabama, Arizona, California, Colorado, Delawdfmrida, 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 thdiaegs purport to be brought on behalf of state-witdsses in the named Plaintiffs' respective
states, although two of the currently pending a&tipurport to be brought on behalf of multi-stdtsses. 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 ofteonal 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 settlememnts ctate-by-state basis, and have filed and reddinal approval of settlements in Alabama
and lllinois federal court, and in Tennessee statet. Final approval also has been granted inrf@deurt actions in Idaho and North Dakota,
to which Qwest is not a party. We have accruednaouat that we believe is probable for these matteraever, the amount is not material to
our financial statements.

Other

From time to time, we are involved in otpeoceedings incidental to our business, includidministrative hearings of state public utility
commissions relating primarily to rate making, act relating to employee claims, various tax issaesasional grievance hearings before
labor regulatory agencies, patent infringemenialli®ens and miscellaneous third party tort actidiiie outcome of these other proceedings is
not predictable. However, we do not believe thatuhimate resolution of these other proceedinfisy aonsidering available insurance
coverage, will have a material adverse effect anfioancial position, results of operations or célsiwvs.
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Capital Leases

We lease certain facilities and equipmertter various capital lease arrangements. Depreniafiassets under capital leases is includ
depreciation and amortization expense. Paymentspital leases are included in repayments of lengridebt, including current maturities in
the consolidated statements of cash flows.

The table below summarizes our capitaldesdivity:

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

Assets acquired through

capital lease $ 69€ — —
Depreciation expens 89 — —
Cash payments towards
capital lease 76 — —
December 31 December 31

2011 2010
(Dollars in millions)

Assets included in property, plant &
equipmen $ 69¢ —
Accumulated depreciatic 91 —

The future minimum payments under cap#akks as of December 31, 2011 are included inomsotidated balance sheet as follows:

Future
Minimum
Payments
(Dollars in
millions)
Capital lease obligation
2012 $ 147
2013 14C
2014 121
2015 89
2016 53
2017 and thereaftt 231
Total minimum payment 781
Less: amount representing interest and executats (165)
Present value of minimum payme 61€
Less: current portio (112)
Long-term portion $ 504

Operating Leases

CenturyLink leases various equipment, effiacilities, retail outlets, switching facilitieand other network sites. These leases, with few
exceptions, provide for renewal options and esicadatthat are either fixed or based on the consymmee index. Any rent abatements, along
with rent escalations,
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are included in the computation of rent expenseutaled on a straighine basis over the lease term. The lease terrmst leases includes
initial non-cancelable term plus any term undeereal options that are reasonably assured. Forehesyended December 31, 2011, 2010 and
2009, our gross rental expense was $401 milliod4$tillion and $107 million. We also received sasle rental income for the year ended
December 31, 2011 of $17 million. We did not hang material sublease rental income for the yeade@mecember 31, 2010 and 2009.

At December 31, 2011, our future rental ootments for operating leases were as follows:

Future

Minimum

Payments

(Dollars in

millions)
2012 $ 28C
2013 244
2014 20¢
2015 17¢
2016 147
2017 and thereafte 92¢
Total future minimum payment¥ $ 1,98¢
1) Minimum payments have not been reduced by minimulbotesise rentals of $119 million due in the futuneer non-cancelable subleases.

Purchase Obligation:

We have several commitments primarily farketing activities and support services from aetgof vendors 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@ $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 caitted.

(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 wbwa bargaining units represented by the Commtioizst Workers of America and the
International Brotherhood of Electrical Workers. Wadieve that relations with our employees contitaube generally good. Approximately
15,000 or 75%
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of our union-represented employees are subjedilteative bargaining agreements that expire throug2012.

(19) Dividends

Our Board of Directors declared the follog/idividends payable in 2011 and 2010:

Dividend
Date Declared Record Date Per Share Total Amount Payment Date
(in millions)
November 15

2011 December 6, 20: T28 $ 44¢ December 16, 20:
August 23,

2011 September 6, 20 728 % 44¢ September 16, 20.
May 18, 2011 June 6, 201 T28 $ 43€ June 16, 201
January 24,

2011 February 18, 201 728 % 222 February 25, 201
November 9

2010 December 7, 20: T28 $ 22C December 20, 20:
August 24,

2010 September 7, 20: 728 % 22C September 20, 20.
May 21, 201( June 8, 201 T28 $ 22C June 21, 201
February 25

2010 March 9, 201 T28 21¢ March 22, 201
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES

The effectiveness of our or any systemisgldsure controls and procedures is subject t@aicelimitations, including the exercise of
judgment in designing, implementing and evaluathregcontrols and procedures, the assumptions nsdeértifying the likelihood of futur
events and the inability to eliminate misconduahptetely. As a result, there can be no assurarateotir disclosure controls and procedures
will detect all errors or fraud. By their natureir@r any system of disclosure controls and procesioan provide only reasonable assurance
regarding management's control objectives.

Our Chief Executive Officer, Glen F. Pd#t,and our Chief Financial Officer, R. Stewart g, Jr., have evaluated the design and
operation of our disclosure controls and proced(asslefined in Rules 13a-15(e) and 15d-15(e) @&@curities Exchange Act of 1934, or the
"Exchange Act") at December 31, 2011. Based oretladuation, Messrs. Post and Ewing concluded thatisclosure controls and procedures
are designed, and are effective, to provide redderassurance that the information required toibel@sed by us in the reports that we file
under the Exchange Act is timely recorded, proatssemmarized and reported and to ensure thatiaon required to be disclosed in the
reports that we file or submit under the Exchangeigaccumulated and communicated to our managginetluding Messrs. Post and Ewing,
in a manner that allows timely decisions regardiguired disclosure.

We completed our acquisitions of Savvislaly 15, 2011, and Qwest on April 1, 2011. We hextended our oversight and monitoring
processes that support our internal control overitial reporting to include the acquired operatidxcept for these extensions, we did not
make any changes to our internal control over fimreporting during 2011 that materially affectedthat we believe are reasonably likely to
materially affect, our internal control over fingalcreporting.

ITEM 9B. OTHER INFORMATION

None.

PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPO RATE GOVERNANCE
The information required by Item 10 is irparated by reference to the Proxy Statement.
ITEM 11. EXECUTIVE COMPENSATION
The information required by Item 11 is irparated by reference to the Proxy Statement.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Equity Compensation Plan Information

The following table provides information@sDecember 31, 2011 about our equity compensai@ms under which Common Shares are
authorized for issuance:

Number of
securities to be Weighted- Number of securities
issued upon average remaining available for
exercise of exercise price future issuance under
outstanding of outstanding plans (excluding
options and options and securities reflected in
rights @ rights @ column (a))
| _ (@) (b) ©)
Equity compensation plans
approved by shareholde 2,113,860 $ 41.3¢ 32,113,140
Equity compensation plans not
approved by shareholdef$ 10,334,520 29.51 —
Totals 12,448,339 $ 31.0¢ 32,113,14
1) The total includes 150,385 potentially issuablérigted stock units, which contain market provis@nd have a maximum payout of 200%. This payouitidoe
reduced to zero if specified total shareholderrretargets as compared to the S&P 500 are not wegtaospecified period.
2) The total number of securities issued and outstenidicludes restricted stock units, which do natehan exercise price. Consequently, these awards we
excluded from the computation of weighted-averagease price of outstanding options and rights.
?3) This amount includes 3,423,780 shares remainifg tgranted under our shareholder-approved empktpe& purchase plan.
(4) These amounts represent common shares to be ispoadexercise of options and restricted stock umitstanding under four equity plans: the Legacye&w

Equity Incentive Plan, the Amended and RestatediS@003 Incentive Compensation Plan, the Savv&s3t®ck Option Plan, and the 2008 Legacy Embarq
Equity Incentive Plan (the "Legacy Plans"). Eaclthef Legacy Plans was assumed in connection witerger. No additional equity awards will be granted
under any of the Legacy Plans.

(5) The total includes 179,138 potentially issuablérieted stock units, which contain market provisi@md have a maximum payout of 200%. This payouitidoe
reduced to zero if specified total shareholderrretargets as compared to the S&P 500 are not wegtaospecified perioc
The balance of the information requiredteyn 12 is incorporated by reference to the PratateBnent.
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANS ACTIONS AND DIRECTOR INDEPENDENCE
The information required by Item 13 is irparated by reference to the Proxy Statement.
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by Item 14 is irparated by reference to the Proxy Statement.
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ITEM 15.

PART IV

EXHIBITS AND FINANCIAL STATEMENT SCHEDU LES

Exhibits identified in parentheses below an file with the SEC and are incorporated hepgineference. All other exhibits are provided
as part of this electronic submission.

Exhibit
Number

Description

21

3.1

4.3

Agreement and Plan of Merger, dated as of Oct@be2008, among CenturyLink, Inc., Embarg Corpgoreaind Cajun Acquisition Company (incorporateddfgrence to
Exhibit 99.1 of the Current Report on Fori-K filed by CenturyLink, Inc. (File No. 0(-07784) with the Securities and Exchange Commissio®ctober 30, 2008

Agreement and Plan of Merger, dated as of AprilZfi,0, among CenturyLink, Inc., its subsidiary SBw#uisition Company, and Qwest Communicationsriraéonal Inc.
(incorporated by reference to Exhibit 2.1 of ther€nt Report on Form 8-K filed by CenturyLink (Flo. 001-07784) with the Securities and Exchange@ssion on
April 27, 2010).

Agreement and Plan of Merger, dated as of AprilZ8,1, among CenturyLink, Inc., SAVVIS, Inc. andrMiAcquisition Company (incorporated by referene&khibit 2.1
of the Current Report on Forn-K filed by CenturyLink, Inc. (File No. 0(-07784) with the Securities and Exchange CommissioApril 27, 2011)

Amended and Restated Articles of Incorporation efifdryLink, Inc., as amended through May 21, 2046cfporated by reference to Exhibit 3.1 of our @esdy Report on
Form 1(-Q for the period ended June 30, 20:

Bylaws of CenturyLink, Inc., as amended and redtéteough November 4, 2010 (incorporated by refeeen Exhibit 3.2 of our Quarterly Report on For®Q for the perio
ended September 30, 201

Form of common stock certificate (incorporated éference to Exhibit 4.1 of our Quarterly Reportramm 1(-Q for the period ended June 30, 20:
Instruments relating to CenturyLink's Revolving ditd=acility.

a. Four-Year Revolving Credit Facility, dated Janua®y 2011, between CenturyLink, Inc. and the lendarsed therein (incorporated by reference to ExHilii to the
Current Report on Form-K filed by CenturyLink, Inc. on January 24, 201

b. Form of related Guarantee Agreement (incorporageference to Exhibit 4.2 to the Current Reporfonm &K filed be CenturyLink, Inc. on January 24, 201
Instruments relating to indebtedness of Qwest Comications International, Inc. and its subsidiar

a. Indenture, dated as of April 15, 1990, by and betwi#he Mountain States Telephone and Telegraph @oynand The First National Bank of Chicago (incogped by
reference to Qwest Corporation's Annual Report@mFL(-K for the year ended December 31, 2002, File I-03040).

b. First Supplemental Indenture, dated as of Aprill991, by and between U S WEST Communications,dnd.The First National Bank of Chicago (incorpecaby
reference to Qwest Corporation's Annual Report@mFL(-K for the year ended December 31, 2002, File I-03040).

c. Indenture, dated as of November 4, 1998, with BesyKeust Company (incorporated by reference to @@esnmunications International Inc.'s RegistratBiatement
on Form &4, filed February 2, 1999, File No. 2-71603).

d. Indenture, dated as of November 27, 1998, with BeRrust Company (incorporated by reference tosp@emmunications International Inc.'s Registration
Statement on Form-4, filed Februan2, 1999, File No. 32-71603).

e. Indenture, dated as of June 29, 1998, by and atddBYVEST Capital Funding, Inc., U S WEST, Inc., dité First National Bank of Chicago (now known @B
One Trust Company, N. A.), as trustee (incorporateceference to U S WEST's Current Report on F8-K, dated November 18, 1998, File N-14087).

f. Indenture, dated as of October 15, 1999, by anddsst Qwest Corporation and Bank One Trust Compdrd., as trustee (incorporated by reference to Qwes
Corporation's Annual Report on Form-K for the year ended December 31, 1999, File 1-03040).
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g. First Supplemental Indenture, dated as o0& B0, 2000, by and among U S WEST Capital Funding, U S WEST, Inc., Qwest Communications Intéoreal Inc.,
and Bank One Trust Company, as trustee (incorpbiataeference to Qwest Communications Internatibr@'s Quarterly Report on Form 10-Q for the deaended
June 30, 2000, File No-15577).

Officer's Certificate of Qwest Corporation, datedrigh 12, 2002 (including forms of’8 8 % notes due March 15, 2012) (incorporated bgreace to Qwest
Corporation's Form-4, File No. 33-115119).

Indenture, dated as of December 26, 2002, betwesstCommunications International Inc., Qwest SEwiCorporation, Qwest Capital Funding, Inc. andkBane
Trust Company, N.A., as trustee (incorporated ligremce to Qwest Communications International $n€urrent Report on Form 8-K filed on January M2, File
No. 1-15577).

j- First Supplemental Indenture, dated as of Dece®®e2002, by and among Qwest Communications Intiemel Inc., Qwest Services Corporation, Qwest @épi
Funding, Inc. and Deutsche Bank Trust Company Arasr{formerly known as Bankers Trust Company), Empenting the Indenture, dated as of November 8819
with Bankers Trust Company (incorporated by refeesto Qwest Communications International Inc.'s wairReport on Form 10-K for the year ended Decersther
2003, as originally filed on March 11, 2004, File.N-15577).

k. First Supplemental Indenture, dated as of Dece®®e2002, by and among Qwest Communications Intiemel Inc., Qwest Services Corporation, Qwest @épi
Funding, Inc. and Deutsche Bank Trust Company Acasr{formerly known as Bankers Trust Company), Ripenting the Indenture, dated as of November 298,
with Bankers Trust Company (incorporated by refeesto Qwest Communications International Inc.'s wairReport on Form 10-K for the year ended Decersther
2003, as originally filed on March 11, 2004, File.N-15577).

Second Supplemental Indenture, dated as of Decefi2€03, by and among Qwest Communications Intermal Inc., Qwest Services Corporation, Qwest @dpi
Funding, Inc. and Bank One Trust Company, N.As{aessor in interest to Bankers Trust Companpplementing the Indenture, dated as of Novemb&Bg3,
with Bankers Trust Company (incorporated by refeesto Qwest Communications International Inc.'s wairReport on Form 10-K for the year ended Decersther
2003, as originally filed on March 11, 2004, File.N-15577).

m. Second Supplemental Indenture, dated as of Decefi2603, by and among Qwest Communications Interma Inc., Qwest Services Corporation, Qwest @api
Funding, Inc. and Bank One Trust Company, N.As{@scessor in interest to Bankers Trust Companypplsmenting the Indenture, dated as of Novembefl 298,
with Bankers Trust Company (incorporated by refeesto Qwest's Annual Report on Form 10-K for tharyended December 31, 2003, as originally filed on
March 11, 2004, File No.- 15577).

n. Indenture, dated as of February 5, 2004, among Q@@smunications International Inc., Qwest ServiCesporation, Qwest Capital Funding, Inc. and MBrgan
Trust Company (incorporated by reference to Qwesh@unications International Inc.'s Annual ReporfFanm 10-K for the year ended December 31, 2003, as
originally filed on March 11, 2004, File No-15577).

o. First Supplemental Indenture, dated as of Augus2@04, by and between Qwest Corporation and UaBkBlational Association (incorporated by referetec@west
Communications International Inc.'s Quarterly Répor Form 1-Q for the quarter ended September 30, 2004, Filel-15577).

p. Second Supplemental Indenture, dated NovemberQZgl, by and between Qwest Corporation and U.S. Bétlonal Association (incorporated by referenc@®tes
Corporation's Current Report on Fori-K filed on November 23, 2004, File Nc-03040).

g. First Supplemental Indenture, dated June 17, 28®5ng Qwest Communications International Inc., Q@esvices Corporation, Qwest Capital Funding, &md U.S
Bank National Association (incorporated by refeeete Qwest Communications International Inc.'s @urReport on Form 8-K filed on June 23, 2005, Nite 1-
15577).

r. Third Supplemental Indenture, dated as of Jun@Qd%, by and between Qwest Corporation and U.Sk Betional Association (incorporated by referereivest
Communications International Inc.'s Current ReporfForm K filed on June 23, 2005, File No-15577).
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S. Second Supplemental Indenture, dated Jur20P3, among Qwest Communications International IQwest Services Corporation, Qwest Capital Fugdinc. and
U.S. Bank National Association (incorporated byerefice to Qwest Communications International Ii@isent Report on Form 8-K filed on June 23, 200k
No. 1-15577).

t. Indenture, dated as of November 8, 2005, by anddsat Qwest Communications International Inc. ar8l. Bank National Association (incorporated by refee to

Qwest Communications International Inc.'s Curregp®tt on Form -K filed on November 14, 2005, File Nc-15577).

u. First Supplemental Indenture, dated as of NoverBp2005, by and between Qwest Communications latemmal Inc. and U.S. Bank National Association
(incorporated by reference to Qwest Communicatinteynational Inc.'s Current Report on For-K filed on November 14, 2005, File Nc-15577).

V. First Supplemental Indenture, dated as of NoveriBeR005, by and among Qwest Services Corpora@@rest Communications International Inc., Qwest Gépi
Funding, Inc. and J.P. Morgan Trust Company, NsAsiaccessor to Bank One Trust Company, N.A. (immated by reference to Qwest Communications
International Inc.'s Current Report on For-K filed on November 21, 2005, File Nc-15577).

w. Fourth Supplemental Indenture, dated August 8, 209&nd between Qwest Corporation and U.S. BartloNa Association (incorporated by reference toeQiv
Communications International Inc.'s Current Reporform K filed on August 8, 2006, File No-15577).

X. Fifth Supplemental Indenture, dated May 16, 20§7amd between Qwest Corporation and U.S. Bank NatiAssociation (incorporated by reference to Qwest
Communications International Inc.'s Current ReporfForm K filed on May 18, 2007, File No.-15577).

y. Sixth Supplemental Indenture, dated April 13, 2a8and between Qwest Corporation and U.S. BanloNalt Association (incorporated by reference to @we
Communications International Inc.'s Current ReporEorm K filed on April 13, 2009, File No.-15577).

z. Third Supplemental Indenture, dated Septemberdd9,2by and among Qwest Communications Internaltimea Qwest Services Corporation, Qwest Capital
Funding, Inc. and U.S. Bank National Associatiarcéirporated by reference to Qwest Communicatiotesnational Inc.'s Current Report on Form 8-K fitmu
September 21, 2009, File Nc-15577).

aa. Fourth Supplemental Indenture, dated January 110,28y and among Qwest Communications Internatibia) Qwest Services Corporation, Qwest Capital
Funding, Inc. and U.S. Bank National Associatiorcéirporated by reference to Qwest Communicatiotesnational Inc.'s Current Report on Form 8-K fiteu
January 13, 2010, File No-15577).

bb. Seventh Supplemental Indenture, dated June 8, 2@tdieen Qwest Corporation and U.S. Bank Natiorsslo&iation (incorporated by reference to Qwest
Corporation's Form-A filed on June 7, 2011, File No-03040).

cc. Eighth Supplemental Indenture, dated Septembe2@11, between Qwest Corporation and U.S. Bank NaltiAssociation (incorporated by reference to Qwest
Corporation's Form-A filed on September 20, 2011, File N-03040).

dd. Ninth Supplemental Indenture, dated October 4, 2b&tween Qwest Corporation and U.S. Bank Natidsabciation (incorporated by reference to Qv
Corporation's Current Report on Fori-K filed on October 4, 2011, File No-03040).

4.4 Instruments relating to indebtedness of Embarq @atjon.

a. Indenture, dated as of May 17, 2006, by and beti&ebarg Corporation and J.P. Morgan Trust Complayional Association, a national banking associgtas
trustee (incorporated by reference to Exhibit 4.the Current Report on Form 8-K filed by Embarg@oation (File No. 00132732) with the Securities and Excha
Commission on May 18, 200¢€

b. 6.738% Global Note due 2013 of Embarqg Corporatincofporated by reference to Exhibit 4.2 to the AainReport on Form 10-K for the year ended Deceriher
2006 filed by Embarqg Corporation (File No. (-32372) with the Securities and Exchange CommissioNarch 9, 2007,
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4.t

10.1

7.082% Global Note due 2016 of Embarg Cafion (incorporated by reference to Exhibit 4.3tte Annual Report on Form 10-K for the year endeddnber 31,
2006 filed by Embarqg Corporation (File No. (-32372) with the Securities and Exchange Commissioklarch 9, 2007,

7.995% Global Note due 2036 of Embarg Corporatiocofporated by reference to Exhibit 4.4 to the AainReport on Form 10-K for the year ended Deceriher
2006 filed by Embarqg Corporation (File No. (-32372) with the Securities and Exchange Commissioharch 9, 2007,

Instruments relating to CenturyLink's public serdebt.

Indenture dated as of March 31, 1994 between Cgrink and Regions Bank (formerly First American Ba% Trust of Louisiana), as Trustee (incorporatgd b
reference to Exhibit 4.1 of our Registration Stagaebron Form -3, Registration No. -52915).

Form of CenturyLink's 7.2% Senior Notes, Serieslie 2025 (incorporated by reference to Exhibit 423ur Annual Report on Form 10-K for the yeareshd
December 31, 1995

Form of CenturyLink's 6.875% Debentures, Seriedu®, 2028, (incorporated by reference to Exhibittd.8ur Annual Report on Form 10-K for the yearehd
December 31, 1997

Form of CenturyLink's 7.875% Senior Notes, Seriedue 2012 (incorporated by reference to Exhilfitef.our Registration Statement on Form S-4, Fite 383-
100480).

Third Supplemental Indenture dated as of Februdry@05 between CenturyLink and Regions Bank, ast€&e, designating and outlining the terms anditiond of
CenturyLink's 5% Senior Notes, Series M, due 20i&ofporated by reference to Exhibit 4.1 of our@nt Report on Form-K dated February 15, 200t

Form of 5% Senior Notes, Series M, due 2015 (inetLith Exhibit 4.5(e))

Fourth Supplemental Indenture dated as of Marcl2@67 between CenturyLink and Regions Bank, astéeuslesignating and outlining the terms and canditof
CenturyLink's 6.0% Senior Notes, Series N, due 204¥5.5% Senior Notes, Series O, due 2013 (incatpd by reference to Exhibit 4.1 of our Currenp&e on
Form ¢-K dated March 29, 2007

Form of 6.0% Senior Notes, Series N, due 2017 ab% Senior Notes, Series O, due 2013 (includedkhriti 4.5(g)).

Fifth Supplemental Indenture dated as of Septer2be2009 between CenturyLink and Regions Bank,rast&e, designating and outlining the terms andlitions of
CenturyLink's 7.60% Senior Notes, Series P, du®20®l 6.15% Senior Notes, Series Q, due 2019 (icated by reference to Exhibit 4.1 of our Curfeaport on
Form &K dated September 21, 200

Form of 7.60% Senior Notes, Series P, due 201%aktbo Senior Notes, Series Q, due 2019 (includétkhibit 4.5(i)).

Sixth Supplemental Indenture, dated as of Jun@Qa®B], between CenturyLink and Regions Bank, ast@eyslesignating and outlining the terms and canditof
CenturyLink's 5.15% Senior Notes, Series R, due&Z201d 6.45% Senior Notes, Series S, due 2021 (ncated by reference to our Current Report on Fxfiled
on June 16, 2011

Form of 5.15% Senior Notes, Series R, due 20176466 Senior Notes, Series S, due 2021 (includékimbit 4.5(k).

Qualified Employee Benefit Plans of CenturyLinkgligexcluding several narr-based qualified plans that cover union employeesttoar limited groups of employee
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a. CenturyLink Dollars & Sense 401(k) Plan dndst, as amended and restated through Decemb@088,(incorporated by reference to Exhibit 10.bfathe Annual
Report on Form 10-K for the year ended DecembeRBQ6 filed by CenturyLink, Inc. (File No. 00I#784) with the Securities and Exchange CommissioNarch 1
2007), as amended by the First Amendment and tbenB8eAmendment thereto, each dated December 3%, @@brporated by reference to Exhibit 10.1(ahef
Annual Report on Form 10-K for the year ended Ddmem31, 2007 filed by CenturyLink, Inc. (File Ndd107784) with the Securities and Exchange Comuorissn
February 29, 2008), as amended by the Third Amentthereto dated November 20, 2008 (incorporaterefgrence to Exhibit 10.1(a) to the Annual Report
Form 10-K for the year ended December 31, 2008 fie CenturyLink, Inc. (File No. 001-07784) wittet Securities and Exchange Commission on February 2
2009), as amended by the Fourth Amendment theetgmldune 30, 2009 (incorporated by reference hibxL0.1(a) to the Quarterly Report on Form 1@#€d by
CenturyLink, Inc. for the period ended June 30,90as amended by the Fifth Amendment thereto daegdember 15, 2009 (incorporated by referencexhibi 10.1
(a) to the Annual Report on Form 10-K filed by Gemtink, Inc. for the year ended December 31, 2088)amended by the Sixth Amendment thereto, dated
December 30, 2009 (incorporated by reference takiixt0.1(a) to the Annual Report on Form 10-Kdilby CenturyLink, Inc. for the year ended Decen81er2009),
as amended by the Seventh Amendment thereto, igffédiay 20, 2010 (incorporated by reference to BitHi0.1(a) to the Quarterly Report on Form 104@diby
CenturyLink, Inc. for the period ended September2B10) and as amended by the Eighth Amendmenrgtthezffective January 1, 2011 (incorporated bgnesfce to
Exhibit 10.1(a) to the Annual Report on Forn-K filed by CenturyLink, Inc. for the year ended Retber 31, 2010

b. CenturyLink Union 401(k) Plan and Trust, as amenaiedi restated through December 31, 2006 (incorpaitay reference to Exhibit 10.1(b) of the Annuap& on
Form 10-K for the year ended December 31, 2006 file CenturyLink, Inc. (File No. 001-07784) wittetiSecurities and Exchange Commission on March@72@s
amended by the First Amendment thereto dated Mag@37 (incorporated by reference to Exhibit 10)tftthe Quarterly Report on Form 10-Q filed by
CenturyLink, Inc. (File No. 001-07784) with the Seties and Exchange Commission on May 7, 2008xrasnded by the Second Amendment thereto dated
December 31, 2007 (incorporated by reference takibt0.1(b) of the Annual Report on Form 10-K fhe year ended December 31, 2007 filed by Centuaiglinc.
(File No. 001-07784) with the Securities and Exge@@ommission on February 29, 2008), as amendéaebyhird Amendment thereto dated November 20, 2008
(incorporated by reference to the Annual Reporfform 10-K for the year ended December 31, 2008 fife CenturyLink, Inc. (File No. 001-07784) witheth
Securities and Exchange Commission on Februar2@19), as amended by the Fourth Amendment theetgmldune 30, 2009 (incorporated by reference to
Exhibit 10.1(b) to the Quarterly Report on FormQ@ied by CenturyLink, Inc. for the period endaghé 30, 2009), as amended by the Fifth Amendmenéth dated
September 15, 2009 (incorporated by reference tobix10.1(b) to the Annual Report on Form KGiled by CenturyLink, Inc. for the year ended @euber 31, 200
as amended by the Sixth Amendment thereto, datedrbiger 30, 2009 (incorporated by reference to Eixhih1(b) to the Annual Report on Form 10-K fileg
CenturyLink, Inc. for the year ended December DR, as amended by the Seventh Amendment thexfééative May 20, 2010 (incorporated by refererxe t
Exhibit 10.1(b) to the Quarterly Report on FormQ@ied by CenturyLink, Inc. for the period endeepfember 30, 2010) and as amended by the Eightmédment
thereto, effective January 1, 2011 (incorporatedeigrence to Exhibit 10.1(b) to the Annual RemortForm 10-K filed by CenturyLink, Inc. for the yeanded
December 31, 2010
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c. CenturyLink Retirement Plan, as amendedrasthted through December 31, 2006 (incorporategfeyence to Exhibit 10.1(c) of the Annual RemortForm 10-K
for the year ended December 31, 2006 filed by Gghiok, Inc. (File No. 001-07784) with the Secueitiand Exchange Commission on March 1, 2007), asdea
by Amendment No. 1 thereto dated April 2, 2007 ¢iporated by reference to Exhibit 10.1(c) of theaf@erly Report on Form 10-Q filed by CenturyLinkgl (File
No. 00:-07784) with the Securities and Exchange Commissioilay 7, 2008), as amended by Amendment No. 2tbetated as of December 31, 2007 (incorpol
by reference to Exhibit 10.1(c) of the Annual Remor Form 10-K for the year ended December 31, ZD€F by CenturyLink, Inc. (File No. 001-07784) tvithe
Securities and Exchange Commission on Februar@@®), as amended by Amendment No. 3 thereto datémber 24, 2008 (incorporated by reference toAtheual
Report on Form 10-K for the year ended DecembeR@a8 filed by CenturyLink, Inc. (File No. 001-0#)8with the Securities and Exchange Commission on
February 27, 2009), as amended by Amendment Natetidlune 30, 2009 (incorporated by reference hibix1.0.1(c) to the Quarterly Report on Form 1GHéd by
CenturyLink, Inc. for the period ended June 30,90&s amended by Amendment No. 5 thereto dateg®épr 15, 2009 (incorporated by reference to Bxkih1(c)
to the Annual Report on Form 10-K filed by Centuni, Inc. for the year ended December 31, 2009amsnded by Amendment No. 6 thereto, dated Decegther
20009 (incorporated by reference to Exhibit 10.1¢chhe Annual Report on Form 10-K filed by Centuini, Inc. for the year ended December 31, 2009%nasnded
by Amendment No. 7 thereto, effective at varioussauring 2010 (incorporated by reference to BkAi.1(c) to the Quarterly Report on Form 10-@diby
CenturyLink, Inc. for the period ended September2B10) and as amended by Amendment No. 8 thezHeztive January 1, 2011 (incorporated by refeeeioc
Exhibit 10.1(c) to the Annual Report on Form-K filed by CenturyLink, Inc. for the year ended Retber 31, 2010

10.z Stock-based Incentive Plans and Agreements of CenturylLivgk

a. Amended and Restated 1983 Restricted Stock Plamasded and restated through February 23, 20&6rfiarated by reference to Exhibit 10.2(a) to tmadal
Report on Form 1-K filed by CenturyLink, Inc. for the year endedd2enber 31, 2009

b. Amended and Restated 2000 Incentive Compensat@n Bs amended through May 23, 2000 (incorporatadference to Exhibit 10.2 of our Quarterly Repmrt
Form 10-Q for the quarter ended June 30, 2000pamehdment thereto dated May 29, 2003 (incorpotayeaeference to Exhibit 10.2 of our Quarterly Repmor
Form 1(-Q for the quarter ended June 30, 20!

@) Form of Stock Option Agreement, pursuant to thel2@@entive Compensation Plan and dated as of Mag@01, entered into by CenturyLink and its offa
(incorporated by reference to Exhibit 10.2(e) of Aanual Report on Form -K for the year ended December 31, 20!

(ii) Form of Stock Option Agreement, pursuant to thed2@@entive Compensation Plan and dated as of ep5, 2002, entered into by CenturyLink and its
officers (incorporated by reference to Exhibit 16)Zii) of our Annual Report on Form -K for the year ended December 31, 20(

c. Amended and Restated 2002 Directors Stock Optian,Rlated as of February 25, 2004 (incorporateeteyence to Exhibit 10.2(e) of our Annual RepartFmrm 10-
K for the year ended December 31, 2003) and amenitinereto dated October 24, 2008 (incorporatecefgrence to Exhibit 10.2(d) of our Annual Repart o
Form 1(-K for the year ended December 31, 20(

@) Form of Stock Option Agreement, pursuant to thedoing plan, entered into by CenturyLink in conimcivith options granted to the outside directa®a
May 10, 2002 (incorporated by reference to ExHiBi2 of Registrant's Quarterly Report on Forr-Q for the period ended September 30, 20

(ii) Form of Stock Option Agreement, pursuant to thedoing plan, entered into by CenturyLink in conimcivith options granted to the outside directa®a
May 9, 2003 (incorporated by reference to Exhibi2{e)(ii) of our Annual Report on Form-K for the year ended December 31, 20!

(iii) Form of Stock Option Agreement, pursuant to thedoing plan, entered into by CenturyLink in conimctvith options granted to the outside directa®a
May 7, 2004 (incorporated by reference to Exhibi2{d)(iii) of our Annual Report on Form -K for the year ended December 31, 20(
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d. Amended and Restated 2002 Management IneeGBompensation Plan, dated as of February 25, @06drporated by reference to Exhibit 10.2(f) of &nnual
Report on Form 10-K for the year ended DecembeRB@3) and amendment thereto dated October 24, @0@&porated by reference to Exhibit 10.2(e) of o
Annual Report on Form -K for the year ended December 31, 20(

@) Form of Stock Option Agreement, pursuant to thedoing plan, entered into between CenturyLink agrthén of its officers and key employees at varidates
during 2002 following May 9, 2002 (incorporated figference to Exhibit 10.4 of our Quarterly RepartFeorm 1(-Q for the period ended September 30, 20

(i)  Form of Stock Option Agreement, pursuant to foreggilan and dated as of February 24, 2003, entetedy CenturyLink and its officers (incorporated
reference to Exhibit 10.2(f)(ii) of our Annual Repon Form 1-K for the year ended December 31, 20!

(i)  Form of Stock Option Agreement, pursuant to foreggilan and dated as of February 25, 2004, entetedy CenturyLink and its officers (incorporated
reference to Exhibit 10.2(f)(iii) of our Annual Regp on Form 1-K for the year ended December 31, 20(

(iv) Form of Restricted Stock Agreement, pursuant tdahegoing plan and dated as of February 24, 2806&red into by CenturyLink and its executive affic
(incorporated by reference to Exhibit 10.1 of owra@erly Report on Form -Q for the period ended March 31, 20C

(v)  Form of Restricted Stock Agreement, pursuant tdahegoing plan and dated as of February 25, 280&red into by CenturyLink and its executive affic
(incorporated by reference to Exhibit 10.2(f)(v)oefr Quarterly Report on Form -Q for the period ended March 31, 20C

(vi) Form of Stock Option Agreement, pursuant to foraggilan and dated as of February 17, 2005, entetedby CenturyLink and its executive officers
(incorporated by reference to Exhibit 10.2(e)(vpaf Annual Report on Form -K for the year ended December 31, 20(

(vii) Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 17, 260&red into by CenturyLink and its executive affic
(incorporated by reference to Exhibit 10.2(e)(\fipar Annual Report on Form -K for the period ended December 31, 20(

e. Amended and Restated 2005 Directors Stock Plaamasided and restated through February 23, 2016rfioated by reference to Exhibit 10.2(f) to thenAal

Report on Form 1-K filed by CenturyLink, Inc. for the year endedd2enber 31, 2009

®

(i)

(iii)

(iv)

V)

(vi)

Form of Restricted Stock Agreement, pursuant tdahegoing plan, entered into between CenturyLin& each of its outside directors as of May 13, 2005
(incorporated by reference to Exhibit 10.4 of owur@nt Report on Form-K dated May 13, 2005

Form of Restricted Stock Agreement, pursuant tdahegoing plan, entered into between CenturyLin& each of its outside directors as of May 12, 2006
(incorporated by reference to Exhibit 10.1 of owra@erly Report on Form -Q for the period ended June 30, 20(

Form of Restricted Stock Agreement, pursuant tdahegoing plan, entered into between CenturyLin& each of its outside directors as of May 11, 2007
(incorporated by reference to Exhibit 10.2(f)(6f)our Annual Report on Form -K for the period ended December 31, 20(

Form of Restricted Stock Agreement, pursuant tdahegoing plan, entered into between CenturyLin& aach of its outside directors as of May 9, 2008
(incorporated by reference to Exhibit 10.2(f)(if)aur Annual Report on Form -K for the period ended December 31, 20!

Form of Restricted Stock Agreement, pursuant tdahegoing plan and dated as of May 8, 2009, edter® between CenturyLink, Inc. and each of itssale
directors on such date who remained on the Bodlmirfimg July 1, 2009 (incorporated by referenceetdnibit 10.2(b) to the Quarterly Report on FormQO-
filed by CenturyLink, Inc. for the period ended &80, 2009)

Form of Restricted Stock Agreement, pursuant tdahegoing plan and dated as of May 8, 2009, edter® between CenturyLink, Inc. and each of ittsie
directors who retired on July 1, 2009 (incorpordtgdeference to Exhibit 10.2(c) to the QuarterBpBrt on Form 10-Q filed by CenturyLink, Inc. ftwetperiod
ended June 30, 200¢
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(vii)

(viii)

(x)

Form of Restricted Stock Agreemenirguant to the foregoing plan and dated as of JuBD09, entered into between CenturyLink, Inc. @each of its
outside directors named to the Board on July 1920@orporated by reference to Exhibit 10.1(d)te Quarterly Report on Form 10-Q filed by
CenturyLink, Inc. for the period ended June 30,90

Restricted Stock Agreement, pursuant to the foregplan and dated as of July 2, 2009, enteredbieteween CenturyLink, Inc. and William A. Owens in
payment of Mr. Owens' 2009 supplemental chairmfae’s (incorporated by reference to Exhibit 10.2¢ehe Quarterly Report on Form 10-Q filed by
CenturyLink, Inc. for the period ended June 30,90

Form of Restricted Stock Agreement, pursuant tdahegoing plan and dated as of May 21, 2010, edtérto between CenturyLink, Inc. and seven of our
outside directors on such date (incorporated bgreefce to Exhibit 10.1 to the Quarterly Report omfr10-Q filed by CenturyLink, Inc. for the periedded
June 30, 2010

f. Amended and Restated 2005 Management Incentive @usation Plan, as amended and restated throughdfgt®3, 2010 (incorporated by reference to ExHibie
(g) to the Annual Report on Form-K filed by CenturyLink, Inc. for the year ended Retber 31, 200¢

@) Form of Stock Option Agreement, pursuant to thedoing plan, entered into between CenturyLink aerthin officers and key employees at various dates
since May 12, 2005 (incorporated by reference toiliik10.2 of our Quarterly Report on Form-Q for the period ended September 30, 20

(i) Form of Restricted Stock Agreement, pursuant tddhegoing plan, entered into between CenturyLin# eertain officers and key employees at varioussia
since May 12, 2005 (incorporated by reference toiliik10.3 of our Quarterly Report on Form-Q for the period ended September 30, 20

(iii) Form of Stock Option Agreement, pursuant to thedoing plan and dated as of February 21, 2006rezhteto between CenturyLink and its executive
officers (incorporated by reference to Exhibit 18)&ii) of our Annual Report on Form -K for the year ended December 31, 20(

(iv) Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 21, 260&red into between CenturyLink and its executive
officers (incorporated by reference to Exhibit 18)Ziv) of our Annual Report on Form -K for the year ended December 31, 20(

) Form of Stock Option Agreement, pursuant to thedoing plan and dated as of February 26, 2007rezhteto between CenturyLink and its executive
officers (incorporated by reference to Exhibit 16fIur Quarterly Report on Form -Q for the quarter ended March 31, 20(

(vi) Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 26, 260t&red into between CenturyLink and its executive
officers (incorporated by reference to Exhibit 16f2ur Quarterly Report on Form -Q for the quarter ended March 31, 20(

(vii) Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 21, 266&red into between CenturyLink and its executive
officers ((incorporated by reference to Exhibit216f our Quarterly Report on Form-Q for the quarter ended March 31, 20(

(viii) Form of Restricted Stock Agreement, pursuant tddahegoing plan and dated as of February 26, 20@®(porated by reference to Exhibit 10.2(g) of our
Quarterly Report on Form -Q for the quarter ended March 31, 20(

(ix) Form of Restricted Stock Agreement, pursuant tdahegoing plan and dated as of March 8, 2010 (poted by reference to Exhibit 10.2 of our Qudyte
Report on Form 1-Q for the quarter ended March 31, 20!

g. Amended and Restated CenturyLink Legacy Embarq Efity Incentive Plan, as amended and restatedigir February 23, 2010 (incorporated by refereace t

Exhibit 10.2(h) to the Annual Report on Forir-K filed by CenturyLink, Inc. for the year ended @euber 31, 2009

®

Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of May 21, 2010, edtérto between CenturyLink and four of its outside
directors as of such date (incorporated by refexréad=Exhibit 10.2 of our Quarterly Report on For@-Q for the period ended June 30, 20:
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10.7

10.t

10.¢

10.1¢

10.11

(i) Form of Restricted Stock Agreementrquant to the foregoing plan and dated as of May2Q10, entered into between CenturyLink and Witlia. Owens in
payment of Mr. Owens' 2010 supplemental chairmiae’s (incorporated by reference to Exhibit 10.8wf Quarterly Report on Form 10-Q for the periodesh
June 30, 2010

(iii) Form of Restricted Stock Agreement, dated as ofebelper 7, 2010 by and between CenturyLink, Inc.aednis G. Huber (incorporated by reference to
Exhibit 10.16 of our Quarterly Report on Forn-Q for the period ended September 30, 20

h.  Form of Retention Award Agreement, pursuant toetheity incentive plans of CenturyLink or Embarq ataded August 23, 2010, entered into between Cglritl, Inc.
and certain officers and key employees as of satd @corporated by reference to Exhibit 10.2wf Quarterly Report on Form 1Q-for the period ended September
2010).

CenturyLink 2011 Equity Incentive Plan (incorporchtey reference to CenturyLink, Inc.'s Proxy Statatfer its 2011 Annual Meeting of Shareholdersemilo. 1-
07784).

@) Form of Restricted Stock Agreement for executivicefs (incorporated by reference to Exhibit 10)@faf our Quarterly Report on Form 10-Q for therjod
ended June 30, 201:

(ii) Form of Restricted Stock Agreement for non-managemieectors (incorporated by reference to Exhlii2(a)(ii) of our Quarterly Report on Form 10-Q fioe
period ended June 30, 201

Key Employee Incentive Compensation Plan, datedalarl, 1984, as amended and restated as of Novelrp£995 (incorporated by reference to ExhibitL{fj) of our
Annual Report on Form 10-K for the year ended Ddm&am31, 1995) and amendment thereto dated NoveRihe996 (incorporated by reference to Exhibit ¢fp.df our
Annual Report on Form 10-K for the year ended Ddmam31, 1996), amendment thereto dated February9, (incorporated by reference to Exhibit 10.2af Quarterly
Report on Form 10-Q for the quarter ended March1897), amendment thereto dated April 25, 2001ofiparated by reference to Exhibit 10.2 of our QesdytReport on
Form 10-Q for the quarter ended March 31, 2001gradment thereto dated April 17, 2000 (incorpordtgdeference to Exhibit 10.3(a) of our Annual Repmor Form 10K for
the year ended December 31, 2001) and amendmeatdhtated February 27, 2007 (incorporated by eefeg to Exhibit 10.1 of our Quarterly Report onrRdi0-Q for the
quarter ended June 30, 20C

Supplemental Dollars & Sense Plan, 2008 Restateraffattive January 1, 2008, (incorporated by egfee to Exhibit 10.3(c) of our Annual Report ondt0-K for the year
ended December 31, 2007) and amendment theretdd @ateber 24, 2008 (incorporated by reference tailitx10.3(c) of our Annual Report on Form 10-K fbe year ended
December 31, 2008) and amendment thereto datechibere27, 2010 (incorporated by reference to ExHiBié to the Annual Report on Form 10-K filed byn@eyLink, Inc.

for the year ended December 31, 20

Supplemental Defined Benefit Pension Plan, effectis of January 1, 2012, included her

Amended and Restated Salary Continuation (DisgpHitan for Officers, dated November 26, 1991 (ipooated by reference to Exhibit 10.16 of our ArdriReport on
Form 1(-K for the year ended December 31, 19!

2010 Executive Officer Shoffterm Incentive Program (incorporated by referemceur 2010 Proxy Statement filed on Form 14A wita Securities and Exchange Commis:
on April 7, 2010).

Amended and Restated CenturyLink 2001 EmployeekSocchase Plan, dated as of June 30, 2009 (incigubby reference to Exhibit 10.3 to the Quart&dport on
Form 1(-Q filed by CenturyLink, Inc. for the period endé&ahe 30, 2009

Form of Indemnification Agreement entered into lBn@iryLink, Inc. and each of its directors as df dy 2009 (incorporated by reference to Exhibit38f the Current Repc
on Form &K filed by CenturyLink, Inc. (File No. 0(-07784) with the Securities and Exchange Commissioduly 1, 2009)

Form of Indemnification Agreement entered into lBn@iryLink, Inc. and each of its officers as ofyJui) 2009 (incorporated by reference to ExhibiGlt. the Quarterly
Report on Form 1-Q filed by CenturyLink, Inc. for the period endaghé 30, 2009)

Change of Control Agreement, effective January01,12 by and between Glen F. Post, 11l and Centuril(incorporated by reference to Exhibit 10.11hHe Annual Report on
Form 1(-K filed by CenturyLink, Inc. for the year endedd@enber 31, 2010
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10.12

10.1%

10.1¢

10.1¢

Form of Change of Control Agreement, effectiveulay 1, 2011 by and between CenturyLink and e&ds other executive officers (incorporated byereice to
Exhibit 10.12 to the Annual Report on Forr-K filed by CenturyLink, Inc. for the year ended Reuber 31, 2010

Amended and Restated CenturyLink, Inc. Bonus Lifitance Plan for Executive Officers, dated asmil8, 2008 (incorporated by reference to Exhilfit4 of our Quarterly
Report on Form 10-Q for the quarter ended Marct2808) and First Amendment thereto (incorporateddfigrence to Exhibit 10.13 of our Quarterly Remort~orm 10-Q for
the period ended September 30, 20

Certain Material Agreements and Plans of Embarg@uition.

k.**

Agreement Regarding Special Compensation and Roptdyment Restrictive Covenants, dated Decembetd25, by and between Sprint Corporation and De@nis
Huber, which continues to govern certain paymesisdmade to Mr. Huber as of the date of this re¢incorporated by reference to Exhibit 10.4 to @hearterly
Report on Form 1-Q filed by Embarq Corporation (File No. (-32372) with the Securities and Exchange Commissio®ctober 30, 2008

Amendment 2008-1 to the Employment Agreement batviigabarg Corporation and Dennis G. Huber, dateceBéer 22, 2008 (incorporated by reference to
Exhibit 10.7 to the Annual Report on Form-K for the year ended December 31, 2008 filed by &mHtCorporation (File No. 01-32372) on February 13, 200!

Embarq Corporation 2006 Equity Incentive Plan,rasreded and restated (incorporated by referencehihiE 99.1 to the Registration Statement on For® fed by
CenturyLink, Inc. (File No. 0C-07784) with the Securities and Exchange Commissioduly 1, 2009)

Form of 2007 Award Agreement for executive officef€€mbarqg Corporation (incorporated by referercExhibit 10.1 to the Current Report on Form 8-kédiby
Embarq Corporation (File No. 0-32372) with the Securities and Exchange CommissioRebruary 27, 2007

Form of 2008 Restricted Stock Unit Award Agreem@mtorporated by reference to Exhibit 10.2 to theré€nt Report on Form 8-K filed by Embarg Corparat{File
No. 00:-32372) with the Securities and Exchange CommissioNarch 4, 2008

Form of 2009 Restricted Stock Unit Award Agreem@mtorporated by reference to Exhibit 10.1 to theré€nt Report on Form 8-K filed by Embarg Corparat{File
No. 00:-32732) with the Securities and Exchange Commissioiarch 5, 2009

Form of Stock Option Award Agreement (incorporapgdeference to Exhibit 10.3 to the Current ReporfForm 8-K filed by Embarq Corporation (File N®10
32372) with the Securities and Exchange CommissioMarch 4, 2008;

Amendment to Outstanding RSUs granted in 2007 &3@ 2nder the Embarq Corporation 2006 Equity IngerRlan (incorporated by reference to Exhibit 0d
the Annual Report on Form -K for the year ended December 31, 2008 filed by &mlCorporation (File No. 0-32372) on February 13, 200!

Form of 2006 Award Agreement between Embarq Cotmrand Richard A. Gephardt (incorporated by rerfiee to Exhibit 10.3 to the Current Report on F8ki%
filed by Embarqg Corporation (File No. 001-32372)twthe Securities and Exchange Commission on Aubua®06), as amended by the amendment theretd date
June 26, 2009 (incorporated by reference to Exhiié (m) to the Quarterly Report on Forn-Q filed by CenturyLink- Inc. for the period ended June 30, 20(

Amended and Restated Executive Severance Plangdingl Form of Participation Agreement entered lmttween Embarg Corporation and William E. Cheek
(incorporated by reference to Exhibit 10.4 to theaferly Report on Form 10-Q filed by Embarq Cogtimn (File No. 001-32372) with the Securities &xthange
Commission on October 30, 200

Embarq Supplemental Executive Retirement Planmended and restated as of January 1, 2009 (inaigzbby reference to Exhibit 10.27 to the Annugbdteon
Form 10-K for the year ended December 31, 2008 fiye Embarqg Corporation (File No. 001-32372) onrkaby 13, 2009) amendment thereto dated December 27
2010 (incorporated by reference to Exhibit 10.14¢the Annual Report on Form 10-K filed by Centuink, Inc. for the year ended December 31, 201@) second
amendment thereto dated November 15, 2011, inclodszin.

Certain Material Agreements and Plans of Qwest Conications International In
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a. Equity Incentive Plan, as amended and ezbs{@icorporated by reference to Qwest Communioatioternational Inc.'s Proxy Statement for the7Z2B8@nual Meeting
of Stockholders, File No.-15577).

b. Forms of restricted stock, performance share atidmpgreements used under Equity Incentive Plsian@ended and restated (incorporated by referen@evest
Communications International Inc.'s Current ReparfForm 8-K filed on October 24, 2005, Annual Reémor Form 10-K for the year ended December 31, 2005
Quarterly Report on Form 10-Q for the quarter endedch 31, 2006, Annual Report on Form 10-K for yiear ended December 31, 2006, Current Report on Be
K filed on September 12, 2008, Quarterly ReporfForm 10-Q for the quarter ended March 31, 2009,Aamtlial Report on Form 10-K for the year ended
December 31, 2010, File Nc-15577).

c.** Deferred Compensation Plan for Nonemployee Direci@s amended and restated, Amendment to Defemegb€hsation Plan for Nonemployee Directors
(incorporated by reference to Qwest Communicatinteynational Inc.'s Current Report on Form 8-idilon December 16, 2005 and Quarterly Report omBA@-Q
for the quarter ended September 30, 2008, Filel-15577) and Amendment No. 2(-1 to Deferred Compensation Plan for Nonemployeed@ars, included herei

d. Qwest Nongualified Pension Plan (incorporated ligresmce to Qwest Communications International $n&rinual Report on Form 10-K for the year ended
December 31, 2009, File Nc-15577).

e. Severance Agreement, dated August 26, 2009, byetveeen Qwest Communications International Inc. @hdstopher K. Ancell (incorporated by referencewes!
Communications International Inc.'s Quarterly Répor Form 1-Q for the quarter ended September 30, 2009, Filel-15577).

f. Letter, dated September 4, 2009, from Qwest tosBipher K. Ancell (incorporated by reference to @w@ommunications International Inc.'s Quarterlyp&éon
Form 1(-Q for the quarter ended September 30, 2009, Filel-15577).

g. Form of Amendment Agreement, dated as of Decem®e2@10, by and between Qwest Communications latemmal Inc. and Christopher K. Ancell (incorpohtsy
reference to Qwest Communications Internationaldn&nnual Report on Form -K for the year ended December 31, 2010, File I-15577).

h. Letter, dated September 9, 2010, between Centukyliic. and Christopher K. Ancell (incorporatedrgjerence to Exhibit 10.4 to the Quarterly Reporform 10-Q
filed by CenturyLink, Inc. for the period ended 80, 2011)

10.1¢ Certain MateriaAgreements and Plans of Sawvis, |

a. SAVVIS, Inc. Amended and Restated 2003 Incentivenf@ensation Plan (incorporated by reference to SA/Vic.'s Quarterly Report on Form 10-Q for thertgra
ended March 31, 2006, File No. 0-29375) , as angtbgeAmendment No. 1 (incorporated by referenc8A®VIS, Inc.'s Annual Report on Form 10-K for theay
ended December 31, 2006, File No. 0-29375), AmemtliNe. 2 (incorporated by reference to SAVVIS, m€urrent Report on Form 8-K filed on May 15, 20Bife
No. (-29375), Amendment No. 3 (incorporated by referanc®AVVIS, Inc.'s Quarterly Report on Form 10-Q fiee quarter ended June 30, 2007, File No. 0-29375
Amendment No. 4 (incorporated by reference to SA¥Mhc.'s Current Report on Form 8-K filed on M&y 2009, File No. 0-29375) and Amendment No. 5
(incorporated by reference to SAVVIS, Inc.'s Cutri@eport on Form-K filed on May 22, 2009, File No.-29375).

b. Form agreements under Amended and Restated 2088tivee Compensation Plan applicable to awards neltemes E. Ousley: Form of Non-Qualified Stocki@pt
Agreement (incorporated by reference to Savvis,dr@uarterly Report on Form 10-Q for the quartetezl September 30, 2003, File No. 0-29375); anchFadrStock
Unit Agreement (incorporated by reference to ExHilfi.1 to the Current Report on Form 8-K filed lav@s, Inc. (File No. ®9375) with the Securities and Excha
Commission on August 23, 200!

c. Form of Indemnification Agreement between Sawvis, ind James E. Ousley (incorporated by referen8&VVIS, Inc.'s Quarterly Report on Form 10-Q foe
quarter ended September 30, 20:

10.17 Amended and Restated Employment Agreement, Cortfaligyy, Severance and Non-Competition Agreemeated as of September 2, 2011, by and among Jan@sstey,
Sawvis, Inc. and CenturyLink, Inc. (incorporatedrbference to Exhibit 10.1 to the Quarterly Reporf-orm 10-Q filed by CenturyLink, Inc. for the jmet ended
September 30, 2011

*
10.1¢ Form of Restricted Stock Agreement, dated Octob@0T1, by and between CenturyLink, Inc. and Jame3usley.
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10.1¢ Employment Agreement, dated as of SeptemberIQ B9 and between CenturyLink, Inc. and Dennis Gbét (incorporated by reference to Exhibit 10.15wf Quarterly
Report on Form 1-Q for the period ended September 30, 20
12* Ratio of Earnings to Fixed Chargt
21* Subsidiaries of CenturyLink, In
23* Independent Registered Public Accounting Firm Con:
31.1* Certification of the Chief Executive Officer of GemnyLink, Inc. pursuant to Section 302 of the Saks-Oxley Act of 2002
31.2* Certification of the Chief Financial Officer of CeemyLink, Inc. pursuant to Section 302 of the Sam-Oxley Act of 2002
32* Certification of the Chief Executive Officer and i€hFinancial Officer of CenturyLink, Inc. pursuaiet Section 906 of the Sarba-Oxley Act of 2002
101* Financial statements from the Annual Report on Fb®K of CenturyLink, Inc. for the year ended Det®m31, 2011, formatted in XBRL: (i) the ConsoliehiStatements of
Operations, (ii) the Consolidated Statements of Qrefmensive (Loss) Income (iii) the ConsolidatedaBak Sheets, (iv) the Consolidated Statements sl Ews, (v) the
Consolidated Statements of Stockholders' Equity(ai)dhe Notes to the Consolidated Financial Stegets.
* Exhibit filed herewith.
b Portions of Exhibits 10.14(k) and 10.15(c) fileddwith.

Note:  Our Corporate Governance Guidelines and ChartessioBoard of Director Committees are located onveebsite at www.centurylink.com.
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SIGNATURES

Pursuant to the requirements of the Seeariixchange Act of 1934, the registrant has dalysed this report to be signed on its behalf by
the undersigned thereunto duly authorized.

CenturyLink, Inc.

Date: February 27, 2012 By: /s/ David D. Cole

David D. Cole

Senior Vice President, Controller and Operationgut
(Chief Accounting Officer

Pursuant to the requirements of the Seéeariixchange Act of 1934, this report has beeresidrelow by the following persons on behalf
of the registrant and in the capacities and orddte indicated.

/s/ Glen F. Post, Il Chief Executive Officer,

President and Director

February 27, 201
Glen F. Post, Il

/s/ William A. Owens Chairman of the Board February 27, 2012

William A. Owens

/s/ R. Stewart Ewing, Jr. Executive Vice President, Chief

Financial February 27, 2012
R. Stewart Ewing, Ji Officer and Assistant Secrete
/s/ David D. Cole Senior Vice President, Controller

and February 27, 2012
David D. Cole Operations Suppo
/sl Charles L. Biggs Director February 27, 2012

Charles L. Bigg:

/s/ Virginia Boulet Director February 27, 2012

Virginia Boulet

/sl Peter C. Brown Director February 27, 2012

Peter C. Browr

/s/ Richard A. Gephardt Director February 27, 2012

Richard A. Gepharc
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/s/ W. Bruce Hanks Director February 27, 2012

W. Bruce Hanks

/s/ Gregory J. McCray Director February 27, 2012

Gregory J. McCra

/sl C. G. Melville, Jr. Director February 27, 2012

C. G. Melville, Jr.

/s/ Edward A. Mueller Director February 27, 2012

Edward A. Muellel

/s/ Fred R. Nichols Director February 27, 2012
Fred R. Nichols
/sl Harvey P. Perry Director February 27, 2012

Harvey P. Perr

/sl Michael J. Roberts Director February 27, 2012

Michael J. Robert

/sl Laurie A. Siegel Director February 27, 2012

Laurie A. Siege

/sl James A. Unruh Director February 27, 2012

James A. Unrul

/s/ Joseph R. Zimmel Director February 27, 2012

Joseph R. Zimme
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Exhibit 10.5
CENTURYLINK, INC.
SUPPLEMENTAL DEFINED BENEFIT PLAN
Amended and Restated Effective January 1, 2012

l. Purpose of the Plan

1.01 This CenturyLink, Inc. Supplemental Defined Ben®fian was established by CenturyLink, Inc. an&itbsidiaries to
provide a method for attracting and retaining keypyees; to provide a method for recognizing thieticbutions of such personnel; and to
promote executive and managerial flexibility, thBre@dvancing the interests of the Company andatskbolders. In addition, this Plan is
intended to provide to a select group of managemedthighly compensated employees a more adegnagkdf retirement benefits in
combination with the Company’s general retiremaogpam. This Plan is not intended to constituteialied plan under Code 8401(a) and is
designed to be exempt from the participation, wgstiunding and fiduciary responsibility rules dRESA. This Plan is intended to comply with
Code 8409A. This Plan was amended and restatectigéfeJanuary 1, 2005 and was again amended atada@®ffective January 1, 2008 to
comply with the Final Treasury Regulations unded€8§409A and to make certain other changes. Thisi® now amended and restated
effective January 1, 2012 to incorporate amendmeshdpted subsequent to the January 1, 2008 restatemnd to make certain other changes.

Contemporaneously herewith the amendment and ees¢ait of this Plan effective January 1, 2008, the@any amended the
CenturyLink, Inc. Supplemental Executive Retiremlain (“SERP”), a plan aggregated with this Plan pursuant ®a$ury Regulation
§1.409A-1(c)(2), to eliminate any annuity beneffitat the SERP was otherwise scheduled to pay Béeember 31, 2008 to Participants in the
SERP who did not elect a lump sum, and to trartefepbligation to pay such annuities to this PRerordingly, this Plan was amended to
increase the amount of annuity benefits to be frait this Plan by the amount of annuity benefiteigessumed by it from the SERP after
December 31, 2008.

Il. Definitions
As used in this Plan, the following terms shallé&#lve meanings indicated, unless the context oikerspecifies or requires:
2.01 “ ACTIVE PARTICIPANT " shall have the meaning assigned to the term ati@e 10.03(a).

2.02 “ ACTUARIAL EQUIVALENT " shall mean the amount of pension of a differgpetor payable at a different age that has
the same value as computed by the actuary on the basis as that prescribed in Section 2.2 of #tednent Plan.

2.03 “ AFFILIATE " (and variants thereof) shall mean a person dtyetitat controls, or is controlled by, or is und®mmon
control with, another specified person or entifther directly or indirectly.

2.04 “ BENEFIT YEARS ” shall mean Years of Credited Service for benefit@al purposes as determined under Section 2.
the Retirement Plan. No additional Benefit Yedrallsbe credited after December 31, 2010.




2.05 “ BOARD " shall mean the Board of Directors of the Company.

2.06 “ CAUSE”

(@) “ Cause” shall mean:
0] conviction of a felony;
(i) habitual intoxication during working hours;
(i) habitual abuse of or addiction to a controlled @angs substance; or
(iv) the willful and continued failure of the Particigda substantially perform the Participant’s dutigth the

Company or its Affiliates (other than any suchdeal resulting from incapacity due to physical omtaéillness or the Participant’s termination
of employment for Good Reason) for a period of &gsdafter a written demand for substantial perforceas delivered to the Participant by
Board which specifically identifies the manner ihigh the Board believes that the Participant hasuabstantially performed the Participant’s
duties.

(b) For purposes of this Section 2.06, no act or faitoract on the part of the Participant shall bes@tered “willful”
unless it is done, or omitted to be done, by théid@ant in bad faith and without reasonable Helat the Participant’s action or omission was
in the best interests of the Company or its Affdg Any act, or failure to act, based upon authgiven pursuant to a resolution duly adopted
by the Board or upon the instructions of a senficer of the Company or based upon the adviceoohsel for the Company or its Affiliates
shall be conclusively presumed to be done, or echitd be done, by the Participant in good faith iarttie best interests of the Company or its
Affiliates. Any termination by the Company or anfyits Affiliates of the Participant’'s employmentathnot be deemed to be for Cause unless
the Participans action or inaction meets the foregoing standadiumtil there shall have been delivered to theiélpant a copy of a resolutic
duly adopted by the affirmative vote of not lesarthhree-quarters of the entire membership of ther@at a meeting of the Board called and
held for such purpose (after reasonable noticeagiged to the Participant and the Participantiveiy an opportunity, together with counsel, to
be heard before the Board), finding that, in thedyfaith opinion of the Board, the Participant islty of the conduct described in subsection
(a) above, and specifying the particulars thereafdtail.

(c) No action or inaction shall be deemed the basi€farse unless the Participant is terminated thevetbin 120
days after such action or omission is known toGheef Executive Officer of the Company.

(d) In the event that the existence of Cause shallhean issue in any action or proceeding betwee@tmepany and
the Participant, the Company shall, notwithstandiegfinding of the Board referenced above, haeebtirden of establishing that the action
inactions deemed the basis for Cause did in famfirognd do constitute Cause and that the Compangdtasfied the procedural requirement
this provision. The satisfaction of the Companyisden shall require clear and convincing evideAes. purported termination of employment
of the Participant by the Company which does nattme




each and every substantive and procedural requireofi¢his provision shall be treated for all pusps under this Plan as a termination of
employment without Cause.

2.07 “ CHANGE IN CONTROL " shall mean the occurrence of any of the followiagch of which shall constitute a “Change in
Control™:

€) the acquisition by any person of beneficial owngrsti 30% or more of the outstanding shares ofctramon
stock, $1.00 par value per share (tt@dmmon Stock”), of CenturyLink, Inc., or 30% or more of the cbined voting power of
CenturyLink, Inc.’s then outstanding securitiesitéed to vote generally in the election of directoprovided, however, that for purposes of this
subsection (a), the following acquisitions shall censtitute a Change of Control: (i) any acquisit{other than a Business Combination (as
defined below) which constitutes a Change of Cdninaler subsection (c) hereof) of Common Stockatliyefrom CenturyLink, Inc., (ii) any
acquisition of Common Stock by CenturyLink, Inc.itsrSubsidiaries, (i) any acquisition of Comm®tock by any employee benefit plan (or
related trust) sponsored or maintained by CentuniyLliinc. or any corporation controlled by Centumk.ilnc., or (iv) any acquisition of
Common Stock by any corporation pursuant to a BassirCombination that does not constitute a Chah@emtrol under subsection (c))
hereof; or

(b) individuals who, as of January 1, 2006, constitoeeBoard of Directors of CenturyLink, Inc. (thénftumbent
Board ") cease for any reason to constitute at leastjanihaof the Board; provided, however, that angliindual becoming a director
subsequent to such date whose election, or noramédr election by CenturyLink, Inc.’s shareholdesss approved by a vote of at least two-
thirds of the directors then comprising the Incuntli#oard shall be considered a member of the InamnBoard, unless such individual's
initial assumption of office occurs as a resulanfactual or threatened election contest with idpethe election or removal of directors or
other actual or threatened solicitation of proxiesonsents by or on behalf of a person other thaimncumbent Board; or

(c) consummation of a reorganization, share exchangegenor consolidation (including any such tranisact
involving any direct or indirect subsidiary of CentLink, Inc., or sale or other disposition of atl substantially all assets of CenturyLink, Inc.
(a “ Business Combination’); provided, however, that in no such case shajl such transaction constitute a Change of Coiftr@imediately
following such Business Combination: (i) the indivals and entities who were the beneficial ownéGemturyLink, Inc.’s outstanding
Common Stock and CenturyLink, Inc.’s voting sedesitentitied to vote generally in the election wédtors immediately prior to such
Business Combination have direct or indirect bexafiownership, respectively, of more than 50%hef then outstanding shares of common
stock, and more than 50% of the combined votinggraf the then outstanding voting securities eadito vote generally in the election of
directors of the surviving or successor corporat@nif applicable, the ultimate parent compargréof (the “Post-Transaction Corporation
"), and (ii) except to the extent that such owngrsxisted prior to the Business Combination, nspe (excluding the Post-Transaction
Corporation and any employee benefit plan or rdlatast of either CenturyLink, Inc., the Post-Tractson Corporation or any subsidiary of
either corporation) beneficially owns, directlyindirectly, 20% or more of the then outstandingrebaf common stock of the corporation
resulting from such Business Combination or 20%nore of the combined voting power of the then @utding voting securities of such
corporation, and (iii) at least a majority of themmbers of the board of directors of the Post-Tretitsa Corporation were members of the
Incumbent Board at the time of the execution ofitlitgal agreement, or of the action of the Bogividing for such Business Combination
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(d) approval by the shareholders of CenturyLink, Irfa complete liquidation or dissolution of Centunyk, Inc.

For purposes of this Section 2.07, the term “pérsball mean a natural person or entity, and shlath mean the group or syndicate
created when two or more persons act as a syndicatther group (including, without limitation, agnership or limited partnership) for the
purpose of acquiring, holding, or disposing of eusity, except that “person” shall not include ardarwriter temporarily holding a security
pursuant to an offering of the security.

2.08 “ 409A CHANGE IN CONTROL EVENT " shall mean a Change in Control Event as defimetireasury Regulation
§1.409A-3(i)(5).

2.09 “ CODE " shall mean the Internal Revenue Code of 1986asnded.

2.10 “ COMMITTEE " shall mean the CenturyLink Employee Benefits Cdttes.

2.11 “ COMPENSATION COMMITTEE " shall mean the Compensation Committee of the @oar
2.12 “ COMPANY " shall mean CenturyLink, Inc.

2.13 “ DISABLED ” OR “ DISABILITY ” shall have the meaning set forth in Treasury Ragan 81.409A-3(i)(4). Specifically,
“Disabled” or “Disability” shall mean that, by reas of any medically determinable physical or meirtgdairment which can be expected to
result in death or can be expected to last fomdilwoous period of not less than 12 months, a &pant is (i) unable to engage in any
substantial gainful activity or (ii) receiving ince replacement benefits for a period of not leas imonths under an accident and health plan
covering employees of the Participant’s EmployeRdkticipant will be deemed disabled if determiteete disabled in accordance with the
Employer’s disability program, provided that thdidigion of disability under such disability insuree program complies with the definition in
the preceding sentence. Also, prior to Januan®12dut not after December 31, 2011, a Participdlhbe deemed disabled if determined tc
totally disabled by the Social Security Adminisimat

2.14 “ EFFECTIVE DATE " of this Plan, as amended and restated hereifi,raean January 1, 2012. The Effective Date of the
original Plan was January 1, 1999.

2.15 “ ELIGIBLE TERMINATION " shall mean a termination of an Active Participaifas defined in Section 10.03(a))
employment by the Company or its Affiliates othieairt for Cause, death or Disability, or a voluntamynination of employment by an Active
Participant for Good Reason, provided that eitesugh terminations occur within three years aft€hange in Control.

2.16 “ EMPLOYER ” shall mean the Company, any Subsidiary thereud, any Affiliate designated by the Company as a
participating employer under this Plan.

2.17 “ ERISA " shall mean the Employee Retirement Income Secidt of 1974, as amended.
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2.18 “ FINAL AVERAGE PAY " shall mean a ParticipastFinal Average Compensation as determined undgioBe2.25 of th
Retirement Plan, without taking into account timeitations contained in Sections 2.14(d) and (e) &@dhereof.

2.19 “ GOOD REASON " shall mean Good Reason as defined in the Paatitip Change of Control Agreement.

2.20 “ NORMAL RETIREMENT DATE " shall mean the first day of the month coincideith or next following a Participarg’
65th birthday.

2.21 “ PARTICIPANT ” shall mean any officer of the Employer who isrgead participation in the Plan in accordance whih t
provisions of Article Ill.

2.22 “ PLAN " shall mean the CenturyLink, Inc. Supplementalibedl Benefit Plan, as set forth herein and as it bemamended
from time to time.

2.23 “ RETIREMENT PLAN " shall mean the CenturyLink Retirement Plan, asaly be amended from time to time.
References herein to sections of the Retirememt &a based on the amended and restated Plan doicasia effect on December 31, 2006.

2.24 “ SERP” means the CenturyLink, Inc. Supplemental ExeaifRetirement Plan, as described in Article I.

2.25 “ SOCIAL SECURITY COVERED COMPENSATION " shall mean the amount determined pursuant toi@e2t46 of
the Retirement Plan.

2.26 “ SPECIFIED EMPLOYEE ” shall mean a Participant who is a key employethefEmployer under Treasury Regulation
81.409A-1(i) because of final and binding actioketa by the Board or its Compensation Committedyyooperation of law or such regulation.

2.27 “ SUBSIDIARY ” shall mean any corporation in which CenturyLiikG. owns, directly or indirectly through subsidies;, at
least fifty percent (50%) of the combined votingygo of all classes of stock.

1. Participation

3.01 Subject to Section 3.04, any employee who is eitinerof the officers of an Employer in a positiorcontribute materially t
the continued growth and future financial succésshcEmployer, or one who has made a significantrdaution to the Employer’s operations,
thereby meriting special recognition, shall beiblgto participate provided the following requirents are met:

@) The officer is employed on a full-time basis by Eraployer and is compensated by a regular salany; a
(b) The coverage of the officer is duly approved by@wnpensation Committee.
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3.02 Subject to Section 3.04, if a Participant who egtior otherwise terminated employment is rehiredstnall not again become
a Participant in this Plan unless the coveragéebfficer is again duly approved by the Compensatommittee.

3.03 It is intended that participation in this Plan $le extended only to those officers who are membénr select group of
management or highly compensated employees, asrdegel by the Compensation Committee.

3.04 Plan Participation Freeze. Notwithstanding the foregoing, effective Januar2011, no employee shall be eligible to
participate in this Plan if his employment with theployer began after December 31, 2010. In aulditffective January 1, 2011, no
employee whose employment with the Employer begdiore January 1, 2011 shall be eligible to paréitédn the Plan after December 31,
2010, except that any employee who was a Partitipghe Plan on December 31, 2010 shall remaiartidpant solely with respect to any
vested but unpaid Plan benefit he or she may hestei@d under the Plan.

V. Normal Retirement

4.01 Subject to the provisions of Articles XII and Xlthe monthly retirement benefit payable to a Pgogict shall commence on
his Normal Retirement Date, provided he has hagparation from service, and shall be the excess)if of the sum of the amounts
determined pursuant to Sections 6.1(a)(1) and)af(the Retirement Plan (as modified by Sectidi{@. of the Retirement Plan, which freezes
Retirement Plan benefits at the level accrued @esEmber 31, 2010, with the exception of limitexhsition benefits under Section 6.1(g)

(2) of such plan), computed without taking into @aat the limitations contained in Sections 2.14(djl (e) and 5.7 thereof over the amount so
determined taking into account such limitationg tésulting benefit shall be further reduced byahmunt determined pursuant to Section 6.1
(a)(3) of the CenturyLink Retirement Plan, if any.

4.02 Benefit Freeze. In accordance with Section 6.1 of the Retirenfidah, the Normal Retirement benefit under this1Rlaall
be frozen at the level accrued as of December®0,2and shall not increase after such date, Wwahekception of any applicable transition
benefit increases in accordance with Section 4f@ki® Plan. The freezing of benefits pursuantiie Section 4.02 also applies to all Plan
benefits that are determined by reference to thendbRetirement benefit under Section 6.1 of thérBment Plan (including but not limited
benefits under the following Articles of this Pldrate Retirement under Article V; Early Retirementer Article VI; Disability Retirement
under Article VII; Spouses’ Benefits under Artidléll; and Benefits for Terminated Vested Participmonder Article X).

V. Late Retirement

5.01 If a Participant remains employed beyond his NorRetirement Date, his late retirement benefit sbathmence on the first
day of the month coincident with or next followihg actual date of separation from service, sulietite provisions of Articles Xl and XIlII.

5.02 Subject to Section 4.02, a Participaritte retirement benefit shall be the excess)if af the sum of the amounts determi
pursuant to Sections 6.1(a)(1) and (2) and 6.8®Retirement Plan, computed without taking intooamt the limitations contained in Sections
2.14(d) and (e) and 5.7 thereof, over the amounesermined taking into account
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such limitations; the resulting benefit shall beltier reduced by the amount determined pursuagettion 6.1(a)(3) of the Retirement Plan, if
any.

VI. Early Retirement

6.01 A Participant who has attained age 55 and who bagpteted 5 or more Years of Service, is eligibledarly retirement. An
eligible Participant’s early retirement benefit Bltammence on the first day of the month coinctdeith or next following the date he
terminates employment, subject to the provisionartitles XIl and XIlII.

6.02 Subject to Section 4.02, a Participant’'s earlyreetient benefit shall be the excess, if any, ot of the amounts
determined pursuant to Sections 6.1(a)(1) andr{@)6a2 of the Retirement Plan, computed withouinigknto account the limitations contain
in Sections 2.14(d) and (e) and 5.7 thereof, dveramount so determined taking into account sueiations; the resulting benefit shall be
further reduced by the amount determined purswaBettion 6.1(a)(3) of the Retirement Plan, if any.

VII. Disability

7.01 Subject to Section 4.02, a Participant who becdmsabled prior to retirement or termination of seewvill be entitled to a
disability benefit equal to the excess, if anythef sum of the amounts determined pursuant to@excé.1(a)(1) and (2) and 6.4 of the
Retirement Plan, computed without taking into actdhe limitations contained in Sections 2.14(d) &) and 5.7 thereof, over the amount so
determined taking into account such limitationg tbsulting benefit shall be further reduced byahmunt determined pursuant to Section 6.1
(a)(3) of the Retirement Plan, if any.

7.02 A Participant’s disability benefit shall commenaehis Normal Retirement Date, subject to the pionisf Articles XII and
XII.

VIII. Death Benefit for Spouse

8.01 A spouse of a Participant shall be entitled to reefie computed in accordance with Section 8.02éf Participant dies before
the Annuity Starting Date (as defined in the Retieat Plan) and if the requirements of (a) and @)W are satisfied:

(@) the Participant had earned a nonforfeitable rightenefits under the Retirement Plan, and
(b) the Participant was legally married to the survivéipouse at death and was so married for the yeeeging death.
8.02 Subject to Section 4.02, the monthly death bempefjiable to the spouse of a Participant shall bexicess of an amount
determined pursuant to Sections 6.1(a)(1) andf(B)eoRetirement Plan, computed without taking iatgount the limitations contained in
Sections 2.14(d) and (e) and 5.7 thereof, oveatheunt so determined taking into account such ditisihs; the resulting benefit shall be fur
reduced by the amount determined pursuant to $e6tiqa)(3) of the Retirement Plan, if any. Thedfiérpayable to a spouse who qualifies for
a spouse’s benefit under Section 8.01 shall bédurteduced as follows:
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€)) If, at death, the Participant is age 55 or ovegaiively employed by the Company with 30 or moesaié of Servic
under the Retirement Plan, the benefit of the spshsll be the amount payable to the spouse adidianeof the survivor annuity portion of
the joint and survivor annuity under Section 1ufth respect to the Participant, determined asghahe Participant had retired on the first
day of the month in which death occurs. On thelde&t Participant with 30 or more Years of Servicéer the Retirement Plan before age
the Participant shall be assumed to be age 55uimoges of this subsection (a).

(b) If the Participant does not meet the requiremehssibsection (a) above, at death, the benefit@ffiouse shall be
the amount payable to the spouse as beneficiamgruhd survivor annuity portion of the joint and\duor annuity under Section 11.01 with
respect to the Participant, determined as thouglPtrticipant had separated from service on the afadeath, if not already separated, and had
survived until age 55.

8.03 Subject to the provisions of Articles Xll and XIBenefits for a spouse under Section 8.02(a) sbalimence as of the last
day of the month following the first day of the ntlerwoinciding with or following the date of deathtbe Participant, and benefits under
Section 8.02(b) shall commence on the first dathefmonth following the first day of the month cdgiting with or following the later of the
date of death of the Participant or the date orclvttie Participant would have attained age 55.esulhp the provisions of Articles XIl and
XIll.

8.04 If a Participant has no surviving spouse at the d&his or her death, no death benefit shall ke pader this Plan.

IX. Reemployment

9.01 If a Participant who retired or otherwise termimbggnployment for any reason and commenced recebengfits under this
Plan is later rehired by the Company, an Affiliatea Subsidiary, such Participant’s benefit paymeahill continue as if the Participant had not
been rehired. Subject to Sections 3.04 and 4.@ReiParticipant is again approved for coveragghbyCompensation Committee under
Section 3.02, the Participant’s benefits upon hizsssquent retirement or termination of employmenthy reason shall be determined as
follows:

(@) If a Participant retires on his Normal Retiremeiat® the monthly retirement benefit shall be deteech pursuant t
Article IV, reduced by the Actuarial Equivalenttbie benefit payments the Participant previous|ined.

(b) If a Participant remains employed beyond his NorRetirement Date, the late retirement benefit pheytba
Participant upon his late retirement shall be daeieed pursuant to Article V, reduced by the ActabEquivalent of the benefit payments the
Participant previously received.

(c) If a Participant retires prior to his Normal Retirent Date and is eligible for early retirement adotg to
Section 6.01, the early retirement benefit payabke Participant shall be determined pursuant tdi@e6.02, reduced by the Actuarial
Equivalent of the benefit payments the Particigmetiiously received.
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(d) The benefit payable under subsections (a) throaghkiove shall not be less than the amount hevedéiom his
previous retirement or from his previous terminatid employment for any reason.

(e) The benefit payable under subsections (a) throagkh@ll be in the same form as the Participantieesiving.

X. Termination of Service; Change in Control

10.01 If a Participant voluntarily or involuntarily termates employment prior to death, Disability orreatient, he shall be entitled
only to his vested accrued benefits at the timewhination and shall be vested in such accruedfiierin accordance with the following
schedule:

Years of Service Vested
less than ! 0%
5 or more 10(%

10.02 Subject to Section 4.02, a Participant’s vestedusztbenefit shall be equal to the excess of aruataetermined pursuant
to Sections 6.1(a)(1) and (2) and 6.6 of the Reinet Plan, computed without taking into accountlitnétations contained in Sections 2.14
(d) and (e) and 5.7 thereof, over the amount seraéed taking into account such limitations; tesulting benefit shall be further reduced by
the amount determined pursuant to Sections 6.)(al(® 6.6 of the Retirement Plan, if any. Paymétih® amount so determined shall
commence on the first day of the month following Brarticipant’s 55th birthday, subject to the psawis of Articles XII and XIII. Nonvested
accrued benefits shall be forfeited.

10.03 (a) Notwithstanding anything to the contrary in thiafPbr in any applicable law or regulation, upondheurrence of
Change in Control (the CIC Effective Date”), the accrued benefit of each Participant (othan any Participant whose service as an
employee was terminated prior to full vesting of &ccrued benefit under Section 10.01) and thefiterenferred under this Section shall
automatically vest and thereafter may not be adeedfected in any matter without the prior wnitteonsent of the Participant.
Notwithstanding anything to the contrary in thiaf?lupon the occurrence of a Change in Control Ramticipant who is then employed by
Company or its Subsidiaries £ctive Participant ") shall, if the Change in Control is a 409A Chanmg€ontrol Event, have an irrevocable
right to receive, and the Company shall be irrebbcabligated to pay, a lump sum cash payment iarapunt determined pursuant to this
Section if during a period commencing upon the Eftective Date and ending on the second annivershtlye occurrence of the 409A Cha
in Control Event, the Active Participant voluntgrdr involuntarily separates from serviceli€rmination ”). The lump sum cash payment
payable to Active Participants under this Sectibe ( Lump Sum Payment”) shall be paid on the first day of the month éeling the date of
Termination, subject to the provisions of Artickld and XIII.

(b) The amount of each Lump Sum Payment shall be détedhas follows:
0] With respect to any Active Participant who, aftesing effect to the terms of subsection (b)(iv) de| is

eligible as of the date of Termination to receieadfits under Article IV or V of this Plan, the LpnSum Payment shall equal the Present \
(as




defined below) of the stream of payments to whisthsparticipant would have otherwise been entitbereceive immediately upon
Termination in accordance with Article IV or V dfis Plan (assuming such benefits are paid in tha fif a lifetime annuity), based upon such
participant’s Final Average Pay, Social Securitw@ed Compensation and Benefit Years as of theafatermination, after giving effect to
the terms of subsection (b)(iv) below.

(i) With respect to any Active Participant who, aftesing effect to the terms of subsection (b)(iv) de| is
not eligible as of the date of Termination to reeddenefits under Article 1V, V or VI of this Plathe Lump Sum Payment shall equal the
product of (A) the Present Value, calculated aage 65, of the stream of payments to which suctidfemt would have otherwise been
entitled to receive at age 65 in accordance wightéihms of this Plan based on the same assumptimhterms set forth in subsection (b)
(i) above, multiplied times (B) such discount facas is necessary to reduce the amount determimaet subsection (b)(ii)(A) above to its
Present Value, it being understood that in calouesuch discount factor, no discount shall be iaptio reflect the possibility that such
Participant may die prior to attaining age 65.

(i) With respect to any Active Participant who, aftesinng effect to the terms of subsection (b)(iv) @8] is
eligible as of the date of Termination to receieadfits under Article VI of this Plan, the Lump S&ayment shall equal the greater of (A) the
Present Value of the stream of payments to which participant would have otherwise been entitteckteive immediately upon Termination
in accordance with Article VI of this Plan, basqibo the assumptions and terms set forth in sulese()(i) above, or (B) the Present Value,
calculated as of age 65, of the stream of payntentdhich such Participant would otherwise be esmditio receive at age 65 in accordance with
this Plan, determined in the same manner and dubjéitce same assumptions and terms set forthbisestion (b)(ii) above.

(iv) In calculating the payment due to any Active Pitint under this Section who has incurred an Higib
Termination, the number of years of Benefit Yedrthe Active Participant shall be deemed to egh@litumber of years determinable unde
other Sections of this Plan plus three years aad\tiive Participant’s age shall be deemed to ehisahctual age plus three years; provided,
however, that in no event shall the provisionshig subsection be applicable if the applicatiomabéwill reduce an Active Participant’s Lump
Sum Payment from the amount that would otherwispayable with the addition of less than three ye&service, age or both.

(V) As used in this Section with respect to any amathet, Present Value” of such amount shall mean the
discounted value of such amount that is determinyechaking customary present value calculationcooedance with generally accepted
actuarial principles, provided that (A) the discbimerest rate applied in connection therewithlistgual the interest rate quoted by the
Bloomberg Municipal AAA General Obligation 5-Yeardex (as of the close of business on the firstriass day of the calendar quarter in
which such present value calculations are madeh ¢he event such index is no longer publisheg,similar index for comparable municipal
securities and (B) the mortality table applied @meection therewith shall be the mortality tablegmribed by the Commissioner of Internal
Revenue under Code 8417(e)(3)(A)(ii)(l) or any sssor table prescribed by such organization.

(c) Notwithstanding anything to the contrary in thiaf®lupon the occurrence of a 409A Change in CoBRtveht, each
Participant who has already begun to receive peripglyments under this PlanRetired Participant ”) shall have an irrevocable and
unconditional
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right to receive, and the Company shall be irrebbbcand unconditionally obligated to pay, a lumpnspayment in an amount equal to the
present value of the Participasmifuture stream of payments which would otherwis@ayable under this Plan. Such lump sum paymeutit fs
paid on the first day of the month following thealaf the 409A Change in Control Event. The Compstrgll offer to assist such Participant in
purchasing at such Participant’s cost an annuityife benefit of such Participant.

(d) Notwithstanding anything to the contrary in thisf®lupon the occurrence of 409A Change in ContvehE any
Participant (other than a Retired Participant) wehiten a former employee of the Company or itsgliéries whose accrued benefit is vested
under Section 10.01 (hactive Participant ”) shall have an irrevocable and unconditional righreceive, and the Company shall be
irrevocably and unconditionally obligated to payu p sum payment in an amount determined in then@iaprovided in subsection (b)(ii) or
(iii), as applicable; provided, however, that nadtive Participant will be entitled to the benebfsubsection (b)(iv). Such lump sum payment
shall be paid on the first day of the month follogithe date of the 409A Change in Control Event.

XI. Form of Benefit Payment

11.01 The normal form of benefit payment for a Participaho is not married on his benefit commencemetrg #aan annuity
payable monthly for the lifetime of the Participantin the case of a Participant who is marriedhisrbenefit commencement date, the normal
form of benefit payment is an Actuarially Equival@mnuity payable monthly for the lifetime of tharBcipant and a survivor annuity payable
monthly to the spouse (if living) upon the Partanip's death which is 50% of the amount of the anhofithe annuity payable during the
lifetime of the Participant, in each case payabladcordance with the Company’s standard payratitgres with payments commencing as of
the first day of the month following the Participarbenefit commencement date.

11.02 Each of the following Participants who were recegvannuity payments under the SERP prior to Janla2909 shall
receive the following biweekly benefits from theaRlin the following forms of payment, beginning lwihe first payroll period ending after
December 31, 2008, and the Plan hereby assumeslifgation for such annuity payments:

Personnel Bi-weekly
Number Name Benefit Form of Payment




59165 Cunningham, Marvil 2,544.8t 100% Joint & Survivo
25872 Dalrymple, Gyl 426.7: Single Life Annuity

The bi-weekly benefit payable under this Sectiocalldbe increased annually to reflect increasest of living at a rate of 3% per
annum. This increase shall take effect Januaryebol year on the benefit in pay status beginramgary 1, 2010.

Payments pursuant to this Section 11.02: (i) ¢beaih addition to any other payments pursuantéd™tan; (ii) shall be subject to
acceleration as outlined in the Plan (in circumsgarincluding but not limited to those set forttSiection 10.03(c)); and (iii) shall not be
increased as a result of a Change in Control.
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11.03 A Participant may, before any annuity payment reenbmade, elect the optional form of payment widdhe Actuarial
Equivalent of a Participant’s basic monthly pensiwhich shall begin on his benefit commencemenrg.dee optional form of payment is as
follows:

Alternative Joint and Survivor Annuity

€)) Under an Alternative Joint and Survivor Annuityregluced amount shall be payable to the Particifoaritis
lifetime. The beneficiary, whether or not the Rap@ant’s spouse, if surviving at the Participamt&ath, shall be entitled to receive thereafter a
lifetime survivor benefit in an amount equal to ¥0f the reduced amount that had been payablestBaiticipant. If the beneficiary is not the
Participant’s spouse who is entitled to a 50% sumvannuity under Section 11.01, the Participany elact that the survivor annuity be 50% of
the reduced amount payable to the Participant.

(b) The reduced amount payable to the retired Partitiplaall be the Actuarial Equivalent of the amodetiermined
under Article IV, V, VI, VII, VIl or X, as the casmay be. The appropriate actuarial factor shatldiermined for any Participant and his
beneficiary as of the commencement date of thedifzant's benefit.

(c) If the Participant designates any individual ottiem his spouse as his beneficiary, the annual ataduhe
Participant’s annuity under the Alternative Joint&urvivor Annuity shall not be less than 50%lwf annual benefit calculated as a single life
annuity, and the beneficiary’s survivor annuity anthe Alternative Joint and Survivor Annuity shadl reduced to the extent necessary to
reflect any adjustment required by this subsedtidrn the amount of the Participant’s annuity unithe Alternative Joint and Survivor
Annuity.

XIl. Acceleration of Payments

12.01 CashOut of De Minimis Distributions . Notwithstanding any other provision of this Pldrhe single sum actuarial
present value of the Participant’s, Beneficiary’sSpouses benefit under this Plan and all other planswwatld be treated as a single plan v
this Plan pursuant to Treasury Regulation §1.408A¢2) does not exceed the applicable dollar amander Code §402(g)(1)(B) ($17,000 in
2012), then such amount shall be paid in one lummp ® the person entitled to payment on the dagditst annuity payment would otherwise
be paid under this Plan. Such payment is mandatatrghall only occur if the Participant’s interesider the Plan (as determined in accordance
with Treasury Regulation §1.409A-1(c)(2)) is teratied and liquidated in its entirety in conjunctigith the payment.

12.02 Taxes. If at any time this Plan fails to meet the requients of Code 8409A, an amount equal to the anrteqgnired to be
included in the Participant’'s income as a resutheffailure to comply with the requirements of @&#09A shall be paid to the Participant in
one lump sum on the first day of the month follogithe Company’s determination that the failure dexurred.

To the full extent permitted under Treasury Redoiag1.409A-3(j)(4) but subject to the limitatiotieereunder, the Committee in its
sole discretion may make a lump sum payment toriicRent in an amount that is needed to pay (e)Rharticipants’ state, local or foreign tax
obligations (and the income tax withholding relatedhe state, local and foreign tax amount)
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that arise from participation in this Plan and taaply before the Participant’s Plan benefit igigaithe Participant and/or (b) the Federal
Insurance Contributions Act (FICA) tax imposed un@ede 883201, 3211, 3231(e)(1) and 3231(e)(8herParticipant’'s Plan benefits and the
income tax imposed at the source on wages undez €401 or the corresponding withholding provisiohapplicable state, local or foreign
tax laws as a result of payment of the FICA amauntt the additional income tax at source on wagdebuatable to the pyramiding Code §3401
wages and taxes.

12.03 Domestic Relations Orders If this Plan receives a domestic relations ordatefted in Code §8414(p)(1)(B) and ERISA
§206(d)(3)(B)(ii), the Committee shall accelerdte time or schedule of a payment to an individtlaéothan the Participant in order to fulfill
such order, provided that the provisions of ERISRE(d)(3)(C) through (F) shall apply as if thisuPlwere governed by Part 2 of Title | of
ERISA.

12.04 Conflicts of Interest and Ethics Rules The Committee shall accelerate the time or scheafudepayment under this Plan as
may be necessary: (a) to comply with an ethicseagemt between the Participant and the Federal goeart or (b) to comply with applicable
Federal, state, local or foreign ethics laws orflictrof interest laws; each as described in Treafegulation 81.409A-3(j)(4)(iii).

XIIl. Delay of Payments

13.01 A payment otherwise due hereunder shall be delayadiate after the designated payment date uhddollowing
circumstances:

(@) Notwithstanding any other provision hereof, paymsemltich constitute deferred compensation under Gd898A
and the Treasury Regulations thereunder and whiehat exempt from coverage by Code 8409A and teasury Regulations thereunder s
commence upon termination of employment of a Fpditt who is a Specified Employee on the first dathe seventh month following the
date of the Specified Employee’s termination of Eayment, or, if earlier, the date of death of thpe&ified Employee. On the first day of such
seventh month or on the first day of the monthofelihg the earlier death of the Specified Employke,Specified Employee or his estate or
spouse, as the case may be, shall be paid the ateowhich the Specified Employee normally woulddrgitled hereunder on such date plus
the amounts which would have been previously paiti¢ Specified Employee but for the fact that laes & Specified Employee. Nevertheless,
for all other purposes of this Agreement, the payimishall be deemed to have commenced on thetdatevould have had the Employee not
been a Specified Employee.

(b) Notwithstanding any other provision hereof, a Rgtint shall not have separated from service vghEmployer
on account of termination of employment for reasother than death if he would not be deemed to keaperienced a termination of
employment under the default rules of Treasury Regun §1.409A-1(h).

(c) Payments that would violate loan covenants or atbatractual terms to which the Employer is a pasyere such
a violation would result in material harm to the fayer (in such case, payment will be made at Hréest date at which the Employer
reasonably anticipates that the making of the paymél not cause such violation, or such violatieill not cause material harm to the
Employer).
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(d) Payment where the Employer reasonably anticipatashe making of the payment will violate Fedeedurities
laws or other applicable law, provided that therpagt shall be made at the earliest date at whielethployer reasonably anticipates that the
making of the payment will not cause such violatidrhe making of a payment that would cause inolugh gross income or the application of
any penalty provision or other provision of the €adslnot treated as a violation of applicable law.)

(e) Payments the deduction for which the Employer rneakly anticipates would be limited by the applioatof Code
8162(m) (in such case, payment will be made atettine earliest date at which the Employer readgraatiicipates that the deduction of the
payment will not be so limited or the calendar yieawhich the Participant separates from service).

® Payment may also be delayed upon such other esrdtsonditions as the Commissioner of Internal Regemay
prescribe in generally applicable guidance pubtishethe Internal Revenue Bulletin.

XIV. Additional Restrictions on Benefit Payments

14.01 In no event will there be a duplication of benefits/able under this Plan because of employmentdrg than one
participating Employer.

XV. Administration and Interpretation

15.01 The Plan shall be administered by the Committee. Committee shall have full power and authoritynterpret and
administer the Plan and, subject to the provishergin set forth, to prescribe, amend and rescitesd and regulations and make all other
determinations necessary or desirable for the adtration of this Plan.

15.02 The decision of the Committee relating to any goestoncerning or involving the interpretation alngnistration of this
Plan shall be final and conclusive.

XVI. Nature of this Plan

16.01 Benefits under this Plan shall generally be payaplthe Employer from its own funds, and such bigmehall not (a) impos
any obligation upon the trust(s) of the other empébenefit programs of the Employer, (b) be paathfsuch trust(s) or (c) have any effect
whatsoever upon the amount or payment of beneiideuthe other employee benefit programs of thel&yap. Participants have only an
unsecured right to receive benefits under this Rtam the Employer as general creditors of the Exygil. The Employer may deposit amounts
in a trust established by the Employer for the pagpof funding the Employer’s obligations undes tRlan. Participants and their beneficiaries,
however, have no secured interest or special diaitihhe assets of such trust, and the assets afusteshall be subject to the payment of claims
of general creditors of the Employer upon the imsnty or bankruptcy of the Employer, as providethmtrust.

XVII. Employment Relationship

17.01 An employee shall be considered to be in the enmpéayt of the Company and its Subsidiaries as lorgeagmains an
employee of the Company, any Subsidiary or any
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corporation to which substantially all of the assatd business of the Company are transferred.iipith the adoption of this Plan or the
designation of any Participant shall confer on amployee the right to continued employment by tben@any or a Subsidiary, or affect in any
way the right of the Company or such Subsidiartetminate his employment at any time. Any queséistio whether and when there has been
a termination of an employee’s employment, andcthese, notice or other circumstances of such tetiom shall be determined by the
Committee, and its determination shall be final.

XVIII.  Amendment and Termination of Plan

18.01 The Company may terminate this Plan and accelarat@ayments due (or that may become due) undePtan:

€)) Within 12 months of a corporate dissolution of @@mpany taxed under Code 8331, or with the apprafval
bankruptcy court pursuant to 11 U.S.C. 8503(b)(})fkovided that the amounts deferred under thas Rte included in the Participant’s gross
income in the latest of (i) the calendar year incliithe termination occurs, (ii) the calendar yieawvhich the amount is no longer subject to a
substantial risk of forfeiture or (iii) the firsaendar year in which the payment is administréipeacticable.

(b) Within the 30 days preceding or the 12 months foihg a 409A Change in Control Event provided thegaBury
Regulation §1.409A-3(j)(4)(ix)(B) is complied with.

(c) In the Company’s discretion, provided that TreadRegulation 81.409A-3(j)(4)(ix)(C) is complied with

(d) Due to such other events and conditions as the Gssioner of the IRS may prescribe in generally izaple
guidance published in the Internal Revenue Bulletin

18.02 The Company, acting through the Compensation Coteejithe Board, or any person or entity designbyetthe
Compensation Committee or the Board, may amendPthais. The Committee cannot amend this Plan forraagon, unless authorized to do so
by the Compensation Committee or the Board. Nostdthding any other provision of this Plan, it is thtention of the Company that no
payment or entitlement pursuant to this Plan witegise to any adverse tax consequences to anigiPant under Code §409A and Treasury
Regulations and other interpretive guidance issheceunder, including that issued after the datedigcollectively, “Section 409A"). This
Plan and any amendments hereto shall be interptretibdt end and (1) to the maximum extent perwchitte law, no effect shall be given to any
provision herein, any amendment hereto or any a¢éiken hereunder in a manner that reasonably ¢euekpected to give rise to adverse tax
consequences under Section 409A and (2) the Congleallytake any corrective action reasonably wittsircontrol that is necessary to avoid
such adverse tax consequences. No amendmentslisieall otherwise vested rights of ParticipantsirtBeneficiaries or Spouses.

XIX. Binding Effect

19.01 This Plan shall be binding on the Company, eaclsi@idry and any designated Affiliate, the successmd assigns thereof,
and any entity to which substantially all of theets or business of the Company, a Subsidiarydesmnated Affiliate are transferred.
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XX. Construction

20.01 The masculine gender, where appearing in this Blzad| be deemed to include the feminine gendet tlam singular may
indicate the plural, unless the context clearlyidates the contrary. The words “hereof”, “hereitifereunder” and other similar compounds of
the word “here” shall, unless otherwise specificatiated, mean and refer to the entire Plan, nahyoparticular provision or Section. Article
and Section headings are included for conveniefoeference and are not intended to add to, oraabtrom, the terms of this Plan.

20.02 This Plan shall be interpreted in a manner thas chae give rise to any adverse tax consequencasyt®articipant under
Code 8409A and the Treasury Regulations and othergretive guidance issued thereunder. Any prowisi this Plan that would cause a
violation of Code 8409A, if followed, shall be dégarded.

20.03 Any reference to any section of the Code or the3uey Regulations shall be deemed to also refanyocsuccessor provisio
thereto.

XXI. Demand For Benefits

21.01 (a) Filing of Claims for Benefits . Benefits shall ordinarily be paid to a Participathout the need for demand, and to
a beneficiary upon receipt of the beneficiary’sradd and Social Security Number (and evidence athdef the Participant, if needed).
Nevertheless, a Participant or a person claimirgeta beneficiary who claims entitlement to a biéah file a claim for benefits in writin
with the Committee.

(b) Notification to Claimant of Decision. If a claim is wholly or partially denied, a notioéthe decision rendered in
accordance with the rules set forth below will benfshed to the claimant not later than 90 dayer aéiceipt of the claim by the Committee.

If special circumstances require an extensionroétior processing the claim, the Committee willegilie claimant a written notice of
the extension prior to the end of the initial 9Q~geriod. In no event will the extension exceedédditional 90 days. The extension notice will
indicate the special circumstances requiring aaresion of time and the date by which the Commigtgeects to render its final decision.

(c) Content of Notice. The Committee will provide to every claimant whalenied a claim for benefits written or
electronic notice setting forth in a clear and dampanner: (i) the specific reason or reasonslémial; (ii) the specific reference to pertinent
plan provisions on which denial is based; (iii)escription of any additional material or informatinecessary for the claimant to perfect the
claim and an explanation of why such materialsx@rimation are necessary; and (iv) appropriatermédion as to the steps to be taken if the
claimant wishes to submit his or her claim for esvj including a statement of the claimant’s righbting a civil action under ERISA §502(a)
following an adverse determination on review.

(d) Review Procedure. After the claimant has received written notificatiof an adverse benefit determination, the
claimant or a duly authorized representative walvé 60 days within which to appeal, in writing, Isutetermination. The claimant may submit
written comments, documents, records, and any atfi@mation relevant to the claim for benefitsheTCommittee will provide the claimant,
upon request and free of charge, reasonable aticass copies of all documents, records, and otfiermation relevant to the claimasttlain
for
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benefits. The review will take into account alhite submitted by the claimant, regardless of whetheh information was submitted or
considered in the initial benefit determination.

(e) Decision on Review The decision on review by the Committee will bedered as promptly as is feasible, but not
later than 60 days after the receipt of a reqursteiview, unless the Committee in its sole disoretletermines that special circumstances
require an extension of time for processing, inchtéase a decision will be rendered as promptlg &sasible, but not later than 120 days after
receipt of a request for review.

If an extension of time for review is required besa of special circumstances, written notice ofetktension will be furnished to the
claimant before termination of the initial @y review period and shall indicate the speci@iurhstances requiring an extension of time an
date by which the Committee expects to render ¢erthination on review.

The decision on review will be in written or elantic form. In the event of an adverse benefit deiieation, the decision shall conta
(1) specific reasons for the adverse determinatioitten in a clear and simple manner; (2) spec#ierences to the pertinent plan provisions
on which the determination is based; (3) a statéithen the claimant may request, free of chargesorable access to and copies of all
documents, records and other information relevatite claim for benefits; and (4) the claimantght to bring an action under ERISA 8502

® Failure to Establish and Follow Reasonable Claimsi®cedure. In the case of the failure of the Committee to
establish or follow claims procedures consistertihhe requirements of U.S. Department of Laborukagn §2560.503-1, the claimant shall
be deemed to have exhausted the administrativediemavailable under the Plan and shall be entitigrlirsue any available remedies under
ERISA 8502(a) on the basis that the Plan has failg@fovide a reasonable claims procedure thatdvpield a decision on the merits of the
claim.

EXECUTED this day of December, 20

EMBARQ CORPORATION

By:

Marina Pearso
Title: Vice President, Human Resourc
Compensation & Benéefit
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EXHIBIT 10.14(k)
SECOND AMENDMENT
TO THE
EMBARQ SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN

WHEREAS, Embarq Corporation (the “Company”) eststiid the Embarqg Supplement Executive Retirementd¥active as of May 17,
2006, as most recently amended and restated &fetdnuary 1, 2009, and as subsequently furthen@ede(the “Plan”); and

WHEREAS, Sections 7.1 and 8.9 of the Plan provide the Board of Directors of the Company (the “Bi8amay, in its sole discretion,
amend the Plan; and

WHEREAS, by action dated November 15, 2011, ther@o&Directors of Embarq Corporation delegatediitendment authority with regard
to the Plan to the CenturyLink Plan Design Commaijtend

WHEREAS, the CenturyLink Plan Design Committee wisko amend the Plan in order to clarify certaovjgions therein and make certain
other changes;

NOW, THEREFORE, the Plan is hereby amended asvist

1. Effective November 15, 2011, the definition of “Canittee” in Section 2.1 of the Plan (“Definitiong% hereby amended in its
entirety to read as follows:

“ Committee” means the CenturyLink Employee Benefits Committee

2. Effective January 1, 2011, Section 5.4 of the Ri&orm of Payment”) is hereby amended in its emyite read as follows:
5.4 Form of Payment
(@) Default Form of Payment Subject to the exceptions under Section 5.4@)efits payable to a Participant under

Plan shall be distributed as follows:

0] If the Participant does not make a timely electas described under subsection (ii) below), thextn su
benefits shall be payable in the form of an annfaitythe Participant’s life, or

(i) if the Participant so elects, in the form of a Qfied Joint and Survivor Annuity, using the acta@factors
for conversion, as provided under the Qualifieddfk@mPlan as of the date of the Participsuefection. Suc
election must be made by the Participant in writang will only be effective if it is received byeh
Committee at least 30 days before the Particip&#isefit Commencement Date;




(b)

(€)

provided, however, that the election as to the fofppayment of a Participant who was a participarthe
Sprint Supplemental Executive Retirement Plan imatety prior to the Effective Date will apply toyn
benefits paid under this Plan, unless a subselection to change the form of payment is made.

Form of Payment of Vested Enhanced Benefitotwithstanding anything in the Plan to the canyt, if the
Participant is receiving payment of his or her ¥ddBenefit in the form of an annuity at the timeoneshe becomes
entitled to an Enhanced Benefit, the Vested EntdBamnefit shall be paid in the same form as thetdteBenefit
then being paid.

Exception to Default Form of Payment Lump Sum Payment

0] Notwithstanding Section 5.4(a) and subject to $acs.4(c)(ii):

(A) If the actuarial equivalent of the present valua &farticipant Vested Benefit hereunder is vall
at not more than two times the limit on the amafrtontributions permitted under Section 402
(g) of the Code on the date of such Participantisé®ation from Service, the Company shall pay
the equivalent actuarial value of such Vested Beire& lump sum on the 180 day after the
Participant’s Separation from Service with an Emplo

(B) Subject to Section 5.4(b), if the actuarial equewdlof the present value of a Participant’s Vested
Enhanced Benefit, if any, is valued at not morettweo times the limit on the amount of
contributions permitted under Section 402(g) of@wele on the later of (i) first day of the 25
month following such Participant’s Separation fr8ervice with the Employer or (ii) first day of
the month coincident with or next following the Bgipant’'s 55" birthday, as applicable, the
equivalent actuarial value of such Vested Enhamertefit shall be paid in a lump sum in
accordance with Section 5.1(b) above.

(i) Notwithstanding Section 5.4(a):




3.

(A) If the actuarial equivalent of the present valu¢hef Participant’'s Vested Benefit hereunder is
valued at not more than one time the limit on timant of contributions permitted under
Section 402(g) of the Code on May 1, 2009, the Camggshall pay the equivalent actuarial valu
such Vested Benefit in a lump sum on May 1, 2009.

(B) Subject to Section 5.4(b), if the actuarial equéwalof the present value of a Participant’s Vested
Enhanced Benefit hereunder is valued at not mane ¢ime time the limit on the amount of
contributions permitted under Section 402(g) of@wale on the first day of the 25 month
following such Participan$’ Separation from Service with the Employer, thenBany shall pay tr
equivalent actuarial value of such Vested Enhamsstefit in a lump sum within 60 days after the
first day of the 23" month following such Partiaipa Separation from Service with the
Employer.

(d) For purposes of this Section 5.4, such actuariaiveéent amount shall be determined in the sameneratinat the
amount of an involuntary cash out distributionasnputed under the Qualified Pension Plan. The paywfea lump
sum amount under this Section 5.4 shall be a campischarge of any obligations to such individarad his or her
beneficiaries hereunder.

Effective January 1, 2011, a new Section 5.5 (“tation of Actuarial Adjustments”) is hereby addedhe Plan and shall in its
entirety read as follows:

5.5 Limitation of Actuarial Adjustments Notwithstanding any Plan provision to the contrén no event shall there be an
actuarial adjustment of a Participant’s Vested Biéne Enhanced Benefit if the Benefit Commencemiate is after the
Participant’s attainment of age 65.

Effective January 1, 2011, Exhibit 4 to the Plaheéseby amended in its entirety to read as follows:
Exhibit 4
Equivalent Actuarial Value of a Vested Enhanceddieif (i) the Participant Separates from Serviltee to an Involuntary

Termination without Cause, whether or not suchi€ipent has attained age 55, (ii) the Participat & Vested Benefit in accordance
with Section 4.2 of the Plan and (iii) the sum of




Participant’s age and years of Credited Servicakgjieast 75 as of the end of the period durihgghvseverance is actually paid:

Age When Percentage
Benefits Begin of Benefits

55 75.C

56 77.5

57 80.C

58 82.t

59 85.C

60 87.t

61 90.C

62 92.5

63 95.C

64 97.t

65 or oldel 100.(

Effective November 15, 2011, Section 7.1 of thenRtAmendment”) is hereby amended in its entiretyead as follows:
7.1 [Reserved.]
Effective November 15, 2011, Section 8.9 of thenRtAmendments”) is hereby amended in its entitetyead as follows:

8.9 Amendments The Board or its authorized delegate may ameisdPian in its sole discretion. Any such amendnséadl be
effective at such date as the Board or its autedrdelegate may determine, except that no suchdment, other than an
amendment of a minor nature or permitted in acawrdavith the terms of the trust, if any, describe8ection 8.4, may apg
to any period prior to the announcement of the atmemt.

Effective November 15, 2011, Section 8.10 of trenRI'Plan Termination”) is hereby amended in ittrety to read as follows:

8.10 Plan Termination The Board or its authorized delegate may at amg terminate this Plan in whole or in part in whizase
no further benefits shall accrue hereunder witpeesto any affected Participant. If an Employeases to be a Subsidiary of
the Company, the participation in this Plan ofRdtticipants employed by that Employer will termieyand no further benef
for such Participants shall accrue hereunder. Téleaél be no acceleration of any benefits payabtieuthis Plan upon
termination of the Plan, except as permitted urgistion 409A of the Code.
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8. Except as amended above, each and every proviktbe ®lan, as it previously may have been amersted| remain in full force ar
effect without change or modification.

9. Any inconsistent provision of the Plan shall bedréabe consistent with this Amendment and its pses.
10. The Effective Date of each item of this Amendmératlsbe as indicated as indicated above.

Signature in CounterpartsThe undersigned agree to be bound by their tpledosignatures and agree that the Company mayretieir
telecopied signatures. This Resolution may beweeldn multiple counterparts which together wilhstitute one and the same instrument.

IN WITNESS WHEREOF, the undersigned, being allhef members of the CenturyLink Plan Design Commitieeeby approve, adopt and
execute this Amendment on this ablpecember, 2011.

CENTURYLINK PLAN DESIGN COMMITTEE

By: By:
Charles Wheeler, Che G. Clay Bailey, Membe
Title: Sr. Vice President, Human Resour Title: Sr. Vice President, Treasul
By: By:
Joseph Osa, Memb Marina Pearson, Memb
Title: Vice President, Human Resources, La Title: Vice President, Human Resources, Compensation &fie
By:

Mark Stites, Membe
Title: Vice President, Leg:




EXHIBIT 10.15(c)

AMENDMENT 2011-1
TO THE
QWEST COMMUNICATIONS INTERNATIONAL INC.
DEFERRED COMPENSATION PLAN

WHEREAS, Qwest Communications International Inke(tCompany”) established the Qwest Communicatioternational Inc. Deferred
Compensation Plan effective as of January 1, 188®ost recently amended and restated effectiveadai, 2005, and as subsequently fur
amended (the “Plan”); and

WHEREAS, Section 11.1 of Part A of the Plan perrtiiesCompany to amend the Plan by action of thed@o&Directors of the Company;
provided, however, that no amendment shall be &ffeto decrease or restrict the value of a Platigigant’s account balance in existence at
the time the amendment is made and subject to bthigations not herein relevant.

WHEREAS, by action dated November 15, 2011, ther@bas delegated its authority to amend the PlahedenturyLink Plan Design
Committee; and

WHEREAS, the CenturyLink Plan Design Committee wisko amend Part A of the Plan in order to causedissation of active participation,
deferrals and other contributions thereunder &rember 31, 2011 and to make other desired changes

NOW, THEREFORE, the Plan is hereby amended asvist
1. Effective January 1, 2012, Section 1.23 of Parff #he Plan (“Participant”) is hereby amended ireitdirety to read as follows:

1.23 “ Participant” shall mean any Employee (i) who is selected tigigate in the Plan, (ii) who elects to partidipén the Plan,
(iii) who signs a Plan Agreement, an Election Fama a Beneficiary Designation Form, (iv) whose siyjflan Agreement,
Election Form and Beneficiary Designation Formareepted by the Committee, (v) who commences jaation in the
Plan, and (vi) whose Plan Agreement has not tet@iha spouse or former spouse of a Participarit sbhabe treated as a
Participant in the Plan or have an account balander the Plan, even if he or she has an interdkei Participant’s benefits
under the Plan as a result of applicable law openy settlements resulting from legal separatiodiworce. Notwithstanding
any Plan provision to the contrary, there shalhbenew Participants after December 31, 2011, agdEamployee who is a
Participant as of December 31, 2011 shall rem&aréicipant solely with respect to his Account Bakas of December 31,
2011 (as subsequently adjusted in accordance hétPPlan’s terms, such as for earnings, lossesildisons, etc.).




2.

Effective January 1, 2012, a new Section 2.4 (“8a&la, Enrollment and Eligibility in Plan Years &ftDecember 31, 2011") is
hereby added to Part A of the Plan and shall ient&rety read as follows:

2.4 Selection, Enroliment and Eligibility In Plan Yeakfter December 31, 201INotwithstanding any Plan provision to the
contrary, (a) no Employee shall be selected tdgipate in the Plan after December 31, 2011, (bjalshall be no new
Participants after December 31, 2011, and (c) &fesrember 31, 2011, Participants who have an AddBalance as of
December 31, 2011 shall not be able to make dédesfaAnnual Salary, Bonus, Commissions and Othmnfensation
earned after December 31, 2011; provided, howeaah Participant with an Account Balance as of bémr 31, 2011 shall
remain a Participant with respect to that AccoualtBce (as subsequently adjusted in accordanceheitRlan’s terms, such
as for earnings, losses, distributions, etc.).

Effective January 1, 2012, Section 3.3 of Part AhefPlan (“Election to Defer; Effect of Electionm”) is hereby amended in its
entirety to read as follows:

3.3 Election to Defer; Effect of ElectiGorm.

(@) First Plan Year In connection with a Participant's commencemédigasticipation in the Plan, the Participant shall
make an irrevocable deferral election for the Maar in which the Participant commences particgrath the Plan,
along with such other elections as the Committeigsatesignated agent deems necessary or desinatid the Plan.
For these elections to be valid, the Election Forast be completed and signed by the Participanglyi delivered
to the Committee or its designated agent (in acwrd with Section 2.2 above) and accepted by timenGtee.

(b) Subsequent Plan Year&or each succeeding Plan Year, an irrevocabkridéfelection for that Plan Year, and such
other elections as the Committee or its designatgmt deems necessary or desirable under thedhlahpe made
by timely delivering to the Committee or its desitgd agent, in accordance with its rules and praesd before the
end of the Plan Year preceding the Plan Year fdclvthe election is made, a new Election Formolsnch Electio
Form is timely delivered for a Plan Year, the AninDaferral Amount shall be zero for that Plan Year.

(c) Plan Years after December 31, 20MNo Participant shall be permitted to make anvooable deferral election for
any Plan Year that commences after December 31.,.201
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4, Effective January 1, 2012, Section 3.5 of Part AhefPlan (“Annual Company Matching Amount”) is éley amended in its entirety
to read as follows:

3.5

Annual Company Matching Amountor each Plan Year, the Company shall make ahimgtcontribution to each
Participant’'s Company Matching Account using: t& sum of the Participant’s total deferrals to fisn for the Plan Year
and his deferrals to the 401(k) Plan for the PlaarYof the 401(k) Plan that ends with or withints@tan Year; multiplied by
(b) the matching contribution formula set forthtle 401(k) Plan for the Plan Year of the 401(knRlzat ends with or within
such Plan Year (without regard to the 401(k) Pldimts on pre-tax deferrals or includable compeiosg; and then reduced
by (c) the amount of actual Company matching cbatidns to the 401(k) Plan for such Plan Year. Paaticipant is not
employed by an Employer as of the last day of a Rkear other than by reason of his or her Retir¢roedeath, the Annual
Company Matching Amount for such Plan Year shaltée (0). The foregoing sentence shall not applyrandfathered
former participants in the US WEST Deferred Compéing Plan. In the event of Retirement or deathadicipant shall be
credited with the Annual Company Matching Amounttfee Plan Year in which he or she Retires or diegwithstanding
any Plan provision to the contrary, the Companyl sttda make any Company matching contributionsrig Rarticipant’s
Company Matching Account under the Plan after Ddwar31, 2011.

5. Effective November 15, 2011, Section 11.1 of trenR'Amendment”) is hereby amended in its entitetyead as follows:

111

Amendment Any Employer may, at any time, amend or modify Bian in whole or in part with respect to that Eoger by
the action of its board of directors or the deleg#tthe board of directors; provided, howevert:tfipno amendment or
modification shall be effective to decrease orrietsthe value of a Participant's Account Balaneekistence at the time the
amendment or modification is made, calculated #weifParticipant had experienced a TerminationropByment as of the
effective date of the amendment or modificationifthe amendment or modification occurs afterdiage upon which the
Participant was eligible to Retire, the Participhatl Retired as of the effective date of the amesmdror modification, and
(i) no amendment or modification of this SectidhILor Section 12.2 of the Plan shall be effectiee amendment or
modification of the Plan shall not affect any Rapant or Beneficiary who has become entitled toghayment of benefits
under the Plan as of the date of the amendmenbdification.
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6. Effective November 15, 2011, Section 11.4 of trenRI'Termination”) is hereby amended in its entiret read as follows:
11.4 Termination. Although each Employer anticipates that it wdhtinue the Plan for an indefinite period of tirtiegre is no
guarantee that any Employer will continue the Rlawill not terminate the Plan at any time in théufe. Accordingly, each
Employer reserves the right to discontinue its spoship of the Plan and/or to terminate the Plaangttime with respect to
any or all of its participating Employees by actufrits board of directors or the delegate of thard of directors.

7. Except as amended above, each and every proviibe &lan, as it previously may have been amersted| remain in full force ar
effect without change or modification.

8. Any inconsistent provision of the Plan shall bedréabe consistent with this Amendment and its pses.
9. The Effective Date of each item of this Amendméralkbe as indicated above.

Signature in CounterpartsThe undersigned agree to be bound by their tpledosignatures and agree that the Company mayretieir
telecopied signatures. This Resolution may bewrecin multiple counterparts which together wihstitute one and the same instrument.

IN WITNESS WHEREOF, the undersigned, being allref members of the CenturyLink Plan Design Committeeeby approve, adopt and
execute this Amendment on this opecember, 2011.

CENTURYLINK PLAN DESIGN COMMITTEE

By: By:
Charles Wheeler, Che G. Clay Bailey, Membe
Title: Sr. Vice President, Human Resour Title: Sr. Vice President, Treasul
By: By:
Joseph Osa, Memb Marina Pearson, Memb
Title: Vice President, Human Resources, La Title: Vice President, Human Resourc
Compensation & Benefit
By:

Mark Stites, Membe
Title: Vice President, Leg:




EXHIBIT 10.18

RESTRICTED STOCK AGREEMENT
UNDER THE
CENTURYLINK 2011 EQUITY INCENTIVE PLAN
(2011 Grants to Section 16 Officers other than CEO)

This RESTRICTED STOCK AGREEMENT (this “Agreementis)entered into as of October 7, 2011, by and betwe
CenturyLink, Inc. (“CenturyLink”) and James E. Oas(“Award Recipient”).

WHEREAS, CenturyLink maintains the CenturyLink 2011 Equitgéntive Plan (the “Plan”) under which the Compénsa
Committee, or a duly authorized subcommittee thgftbe “Committee”), of the Board of Directors oé@turyLink (the “Board”) may, directly
or indirectly, among other things, grant restricsbdres of CenturyLink’s common stock, $1.00 pduer@er share (the “Common Stock”), to
key employees of CenturyLink or its subsidiariedléctively, the “Company”), subject to such termasnditions, or restrictions as it may deem
appropriate; and

WHEREAS, pursuant to the Plan, the Committee has awarddtetdward Recipient restricted shares of CommoriStm the terms
and conditions specified below.

NOW, THEREFORE, the parties agree as follows:

1.
AWARD OF SHARES

Upon the terms and conditions of the Plan andAbieement, CenturyLink as of the date of this Agneat (the “Grant Date”) hereby
awards to the Award Recipient a total of restricted shares of Common Stolek& {Restricted Stock”) that vest, subject to
Sections 2, 3 and 4 hereof, in installments as¥fit

Scheduled Vesting Datt Number of Shares
December 31, 201

2.
AWARD RESTRICTIONS ON
RESTRICTED STOCK

2.1 In addition to the conditions and restrictions pded in the Plan, neither the shares of Restritedk nor the right to vote
the Restricted Stock, to receive accrued divideéhd=seon or to enjoy any other rights or interelséseunder or hereunder may be sold, assir
donated, transferred, exchanged, pledged, hypd#éeioar otherwise encumbered prior to vesting. epkas otherwise provided in this
Section 2.1, the Award Recipient shall be entitled




to all rights of a shareholder of CenturyLink witspect to the Restricted Stock, including thetrighvote the shares. All dividends and other
distributions relating to the Restricted Stock waiticrue when declared and be paid to the AwardpiRettionly upon the vesting of the related
Restricted Stock.

2.2 If the shares of Restricted Stock have not alresdyed or been forfeited under the terms of thissAment or the Plan, all of
the shares of Restricted Stock shall vest ancesltictions set forth in Section 2.1 shall lapsetendate on which the employment of the Av
Recipient terminates as a result of (i) deathipd{gability within the meaning of Section 22(e)(f the Internal Revenue Code.

2.3 (@) If the shares of Restricted Stock have not alreadyed or been forfeited under the terms of thirsAment or the
Plan, and the Award Recipient’s employment is teated by CenturyLink without Cause (as defined wglor by the Award Recipient for
Good Reason (as defined below) within 18 montHsfohg a Change of Control of CenturyLink (as definn the Plan), then all Restricted
Stock shall vest immediately and all restrictioasferth in Section 2.1 shall lapse.

(b) 0] For purposes of this Section 2.3, “Cause” shallmtea Award Recipient’s (A) willful breach of any
nondisclosure, noncompetition, nonsolicitation ondisparagement covenants contained in any agreédmaemeen the Company and
the Award Recipient; (B) conviction of, or pleagfilty or nolo contender¢o, a felony or other crime involving dishonestynooral
turpitude; (C) workplace conduct resulting in tteyment of civil monetary penalties or the incur@ot civil non-monetary penalties
that will materially restrict or prevent the AwaRecipient from discharging his obligations to then@pany; (D) habitual intoxication
during working hours or habitual abuse of or additto a controlled substance; (E) material brezfdine Company’s insider trading,
corporate ethics and compliance policies and progrer any other Board-adopted policies applicablmanagement conduct;

(F) participation in the public reporting of anfdnmation contained in any report filed by the Camyp with the Securities and
Exchange Commission that was impacted by the AR&cipient’s knowing or intentional fraudulent dedal conduct; or
(G) substantial, willful and repeated failure taofpem duties as instructed by or on behalf of treail in writing.

(i) The Award Recipient’s employment shall not be degteeminated for Cause unless the Company shall
have delivered to the Award Recipient a terminatiotice with a copy of a resolution adopted byadffemative vote of not
less than three-quarters of the entire Board agetimg called partly or wholly for such purposeaéafeasonable notice is
provided to the Award Recipient and the Award Rietiphas had an opportunity, with counsel, to berdhéy the Board)
finding that the Award Recipient should be termétbator Cause and specifying in reasonable detaigtbunds therefor.

(iii) No action or inaction shall be deemed the basi€farse unless the Award Recipient is terminatecktbe
prior to the first anniversary of the date on whécith action or omission is first known to the Glrecutive Officer of the
Company.




(c) For purpose of this Section 2.3, “Good Reason”lshahn any termination qualifying as a terminafion“good
reason” under any change of control agreementfatelbetween the Company and the Award Recipierif,r@ such agreement is in
place, any of the following events or conditionsa#ed in this Section 2.3(c), but only if the Addecipient shall have provided
written notice to the Company within 90 days of ihigal existence or occurrence of such eventardition and the Company shall
have failed to cure such event or condition witBihdays of its receipt of such notice:

0] Any failure of the Company or its Affiliates to pide the Award Recipient with a position, authoritytie:
and responsibilities at least commensurate in atenmal respects with the most significant of thbekd, exercised and
assigned at any time during the 180-day period idiately preceding the Change of Control. The AwRetipient’s
position, authority, duties and responsibilitieeat Change of Control shall not be consideredngensurate in all material
respects with the Award Recipiesosition, authority, duties and responsibilifiei®r to a Change of Control unless after
Change of Control the Award Recipient holds an egjent position with, and exercises substantiadjyiealent authority,
duties and responsibilities on behalf of, either Brost-Transaction Company or the Company;

(i) The assignment to the Award Recipient of any dutiesnsistent in any material respect with the Advar
Recipients position (including status, offices, titles aegarting requirements), authority, duties or resaitities at the tim
of the Change of Control, or any other action teatlts in a diminution in any material respecsuich position, authority,
duties or responsibilities;

(i) A reduction of the Award Recipient’s base salargfiect as of the date of the Change of Controheuit
the Award Recipient’s consent, except for acrogshbard salary reductions similarly affecting alkabstantially all
similarly-situated officers of the Company and Bast-Transaction Company;

(iv) The Award Recipient is advised of, manifests anranass of, or becomes aware of facts that wouldec:
reasonable person to inquire into any failure in Braterial respect by the Company or its Affiliatescomply with any of the
provisions of this Agreement; or

(V) Any directive requiring the Award Recipient to beskd at any office or location more than 50 mitemf
the location the Award Recipient was based prigheoChange of Control, or requiring the Award Rémit to travel on
business to a substantially greater extent thaminedjimmediately prior to the Change of Control.

(d) For purpose of this Section 2.3, “Affiliate” (or wants thereof) shall mean a person that contoolgs controlled by
or is under common control with, another specifiedson, either directly or indirectly.
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2.4 If the shares of Restricted Stock have not alreadyed or been forfeited under the terms of thiss@ment or the Plan, and
the Award Recipient’s employment terminates becafisetirement on or after attaining the age ofabfh at least ten years of prior service
with the Company but prior to the Award Recipiettaiming age 65, then, provided the Committee Ipasifically approved such action, all
Restricted Stock shall vest immediately and alirretsons set forth in Section 2.1 shall lapse.

2.5 If the shares of Restricted Stock have not alreadyed or been forfeited under the terms of thissAment or the Plan, and
the Award Recipient’s employment terminates becafisetirement on or after age 65, then, providel@ommittee has specifically approved
such action, all Restricted Stock shall vest imrataly and all restrictions set forth in Section ghall lapse.

3.
TERMINATION OF EMPLOYMENT

All unvested Restricted Stock shall automaticadiytinate and be forfeited if the employment of Alveard Recipient terminates for
any reason, unless and to the extent otherwisadedvn Section 2.

4.
FORFEITURE OF AWARD

4.1 If, at any time during the Award Recipient’'s empimgnt by the Company or within 18 months after teation of
employment, the Award Recipient engages in anyi#icin competition with any activity of the Compgror inimical, contrary or harmful to
the interests of the Company, including but noitkeh to: (a) conduct relating to the Award Recipisremployment for which either criminal
civil penalties against the Award Recipient maysbaght, (b) conduct or activity that results imigration of the Award Recipient’s
employment for cause, (c) violation of the Comparpolicies, including, without limitation, the Comnpy’s insider trading, ethics and
corporate compliance policies and programs, (digdpating in the public reporting of any financi@l operating result that was impacted by
participants knowing or intentional fraudulent or illegal cared; (€) accepting employment with, acquiring a @more equity or participatic
interest in, serving as a consultant, advisor ctlimreor agent of, directly or indirectly solicitiray recruiting any employee of the Company who
was employed at any time during the Award Recipéeehure with the Company, or otherwise assistingny other capacity or manner any
company or enterprise that is directly or inding@tli competition with or acting against the integesf the Company or any of its lines of
business (a “competitor”), except for (i) any ideth sporadic accommodation or assistance prot@eacdtompetitor, at its request, by the
Award Recipient during the Award Recipient’s tenwi¢h the Company, but only if provided in the gdaith and reasonable belief that such
action would benefit the Company by promoting gbadiness relations with the competitor and wouldhaosm the Compang’interests in ar
substantial manner or (ii) any other service orsséasce that is provided at the request or withvihien permission of the Company,

(f) disclosing or misusing any confidential infortizen or material concerning the Company, (g) engaan, promoting, assisting or otherwise
participating in a hostile takeover attempt of @@mpany or any other transaction or proxy contestt tould reasonably be expected to resi
a Change of

Control not approved by the Board or (h) making atafement or disclosing any information to anytamners, suppliers, lessors, lessees,
licensors, licensees, regulators, employees orothigh whom the Company engages in business shdgfamatory or derogatory with respect
to the business, operations, technology, managemeather employees of the Company, or takinga@thgr action that could reasonably be
expected to injure the Company in its businesgiogiships with any of the foregoing parties or tesuany other detrimental effect on the
Company, then the award of Restricted Stock graméedunder shall automatically terminate and bieifed effective on the date on which the
Award Recipient engages in such activity and (IL3lsres of Common Stock acquired by the Award Btet pursuant to this Agreement (or
other securities into which such shares have beewetted or exchanged) shall be returned to thep@omor, if no longer held by the Award
Recipient, the Award Recipient shall pay to the @any, without interest, all cash, securities oeotlissets received by the Award Recipient
upon the sale or transfer of such stock or seesriind (2) all unvested shares of Restricted Sthail be forfeited.

4.2 If the Award Recipient owes any amount to the Comypander Section 4.1 above, the Award Recipienhagkedges that
the Company may, to the fullest extent permittedpplicable law, deduct such amount from any ansthre Company owes the Award
Recipient from time to time for any reason (inchgliwithout limitation amounts owed to the Award Ré&nt as salary, wages, reimbursem
or other compensation, fringe benefits, retirentemefits or vacation pay). Whether or not the Canypelects to make any such set-off in
whole or in part, if the Company does not recowemeans of set-off the full amount the Award Regipiowes it, the Award Recipient hereby
agrees to pay immediately the unpaid balance t€timapany.

4.3 The Award Recipient may be released from the AvRedipient’s obligations under Sections 4.1 andadb@ve only if the
Committee determines in its sole discretion thahsaction is in the best interests of the Company.

5.
STOCK CERTIFICATES

No stock certificates evidencing the RestricteccBhall be issued by CenturyLink until the lap§eestrictions under the terms
hereof. Instead, ownership of the Restricted Sthell be evidenced by a book entry with the ajplie restrictions reflected. Upon the lapse
of restrictions on shares of Restricted Stock, @smink shall issue the vested shares of Restri6tedk (either through book entry issuances
or delivery of a stock certificate) in the nametleé Award Recipient or his or her nominee, subet¢he other terms and conditions hereof,
including those governing any withholdings of sisanader Section 6 below. Upon receipt of any suigsted shares, the Award Recipier



free to hold or dispose of such shares, subje@} &pplicable securities laws, (ii) CenturyLinipslicy statement on insider trading,
and (iii) CenturyLink’s stock ownership guideling=n in effect.




6.
WITHHOLDING TAXES

Notwithstanding any Plan provision to the contratythe time that all or any portion of the ResgitStock vests, CenturyLink will
withhold from the shares the Award Recipient otlisewvould receive hereunder the number of wholeeshaf Common Stock, rounding up if
necessary, having a value equal to the minimunatstat amount required to be withheld under fedestate and local law.

7.
ADDITIONAL CONDITIONS

Anything in this Agreement to the contrary notwitrading, if, at any time prior to the vesting o tRestricted Stock in accordance
with Section 1 or 2 hereof, CenturyLink furtherefetines, in its sole discretion, that the listirggistration or qualification (or any updating of
any such document) of the shares of Common Staeciaide pursuant hereto is necessary on any sesuitchange or under any federal or
state securities or blue sky law, or that the coheeapproval of any governmental regulatory bisdiyecessary or desirable as a condition of,
or in connection with the issuance of shares of @om Stock pursuant thereto, or the removal of asyrictions imposed on such shares, such
shares of Common Stock shall not be issued, inevbpln part, or the restrictions thereon removetdiess such listing, registration,
qualification, consent or approval shall have be#ected or obtained free of any conditions noegatable to CenturyLink. CenturyLink agr
to use commercially reasonable efforts to issushares of Common Stock issuable hereunder orthestprovided herein.

8.
NO CONTRACT OF EMPLOYMENT INTENDED

Nothing in this Agreement shall confer upon the AdvRecipient any right to continue in the employnafithe Company, or to
interfere in any way with the right of the Companyterminate the Award Recipient's employment iefaghip with the Company at any time.

9.
BINDING EFFECT

Upon being duly executed and delivered by Centurland the Award Recipient, this Agreement shalténto the benefit of and be
binding upon the parties hereto and their respedtairs, executors, administrators, legal represeet and successors. Without limiting the
generality of the foregoing, whenever the term “AdvRecipient” is used in any provision of this Agneent under circumstances where the
provision appropriately applies to the heirs, exexs) administrators or legal representatives tomwlthis award may be transferred by will or
by the laws of descent and distribution, the teAwéard Recipient” shall be deemed to include suats@e or persons.
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10.
INCONSISTENT PROVISIONS

The shares of Restricted Stock granted herebydnjec to the terms, conditions, restrictions atigeoprovisions of the Plan as fully
as if all such provisions were set forth in theitieety in this Agreement. If any provision ofshigreement conflicts with a provision of the
Plan, the Plan provision shall control, except wébard to this Agreement’s limitations on the Caitee’s discretion provided in the last
sentence of Section 2.6. The Award Recipient ackedges receipt from CenturyLink of a copy of tHarPand a prospectus summarizing the
Plan and further acknowledges that the Award Renipivas advised to review such materials priontering into this Agreement. The Awe
Recipient waives the right to claim that the prawis of the Plan are not binding upon the Awardipient and the Award Recipient’s heirs,
executors, administrators, legal representativessancessors.

11.
ATTORNEYS’ FEES AND EXPENSES

Should any party hereto retain counsel for the psepof enforcing, or preventing the breach of, prowision hereof, including, but r
limited to, the institution of any action or prodésy in court to enforce any provision hereof, igoan a breach of any provision of this
Agreement, to obtain specific performance of arovion of this Agreement, to obtain monetary quidated damages for failure to perform
any provision of this Agreement, or for a declamatof such parties’ rights or obligations hereundeifor any other judicial remedy, then the
prevailing party shall be entitled to be reimburbgdhe losing party for all costs and expensesrigel thereby, including, but not limited to,
attorneys’ fees (including costs of appeal).

12.
GOVERNING LAW

This Agreement shall be governed by and constmietdordance with the laws of the State of Lousian

13.
SEVERABILITY

If any term or provision of this Agreement, or #ygplication thereof to any person or circumstasball at any time or to any extent
be invalid, illegal or unenforceable in any respetritten, the Award Recipient and CenturyLinteird for any court construing this
Agreement to modify or limit such provision so ageénder it valid and enforceable to the fulleseakallowed by law. Any such provision
that is not susceptible of such reformation shalignored so as to not affect any other term ovipion hereof, and the remainder of this
Agreement, or the application of such term or psimri to persons or circumstances other than these which it is held invalid, illegal or
unenforceable, shall not be affected thereby aol &am and provision of this Agreement shall bidvand enforced to the fullest extent
permitted by law.




14.
ENTIRE AGREEMENT; MODIFICATION

The Plan and this Agreement contain the entireeagesat between the parties with respect to the subjatter contained herein. This
Agreement may not, without the Award Recipient’'ssent, be amended or modified so as to materidirgrsely affect the Award Recipient’s
rights under this Agreement, except (i) as provioetthe Plan, as it may be amended from time te fimthe manner provided therein, or (ii)

a written document signed by each of the partiestbe Any oral or written agreements, represemtgti warranties, written inducements, or
other communications with respect to the subjedtenaontained herein made prior to the executicth@ Agreement shall be void and
ineffective for all purposes.

15.
ELECTRONIC DELIVERY AND EXECUTION OF DOCUMENTS

15.1 The Company may, in its sole discretion, delivey dacuments related to the Award Recipient’s curocgrfuture
participation in the Plan or any other equity conmgaion plan of the Company by electronic meanmsquest Award Recipient’s consent to the
terms of an award by electronic means. The planigents may, but do not necessarily, include:Plaa, any grant notice, this Agreement,
the Plan prospectus, and any reports of Centurypiokided generally to CenturyLink’s shareholdelrs.addition, the Award Recipient may
deliver by electronic means any grant notice orrdvegreement to the Company or to such third gastylved in administering the applicable
plan as the Company may designate from time to.ti8wech means of electronic delivery may includedhlivery of a link to a Company
intranet or the Internet site of a third party itweml in administering the applicable plan, the sly of the document via e-mail or such other
means of electronic delivery specified by the ConypaBy accepting the terms of this Agreement,Alerd Recipient also hereby consents to
participate in such plans and to execute agreensettiag the terms of participation through an ioe-br electronic system as described herein.

15.2 The Award Recipient acknowledges that the Awardiftet has read Section 15.1 of this Agreementa@msents to the
electronic delivery and electronic execution ofnptlbcuments as described in Section 15.1. The dWRacipient acknowledges that he or she
may receive from the Company a paper copy of amyichents delivered electronically at no cost toA&ard Recipient by contacting the
Company by telephone or in writing. The Award Rémt further acknowledges that the Award Recipieititbe provided with a paper copy
of any documents if the attempted electronic dejiw# such documents to the Award Recipient fafsmilarly, the Award Recipient
understands that the Award Recipient must prosidedompany or any designated third party admindtraith a paper copy of any
documents if the attempted electronic deliveryusfrsdocuments by the Award Recipient fails. TheafdvRecipient may revoke his or her
consent to the electronic delivery and executiodafuments described in Section 15.1 or may chérmgelectronic mail address to which s
documents are to be delivered (if Award Recipieatt provided an electronic mail address) at any byneotifying the Company of such
revoked consent or revised e-mail address by telephpostal service or electronic mail. Finalhe Award Recipient understands that he or
she is not required to consent to electronic defiee execution of documents described in Sectiei 1
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IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed and deliveréetgfe as of the day and
year first above writter

CENTURYLINK, INC.

sl A A

Glen F. Post, I
Chief Executive Officer and Preside

B

James E. Ousle
Award Recipien
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Exhibit 12

CENTURYLINK, INC.

CALCULATION OF RATIO OF EARNINGS TO FIXED CHARGES
(UNAUDITED)

Years Ended December 31
2011 2010 2009 2008 2007
(Dollars in millions)

Income before income tax

expense $ 94¢ 1,531 81: 561 62C
Less: Income from equit

investee (13) (16) (19 (13) (16)
Add: estimated fixed charg: 1,22 61F 41¢ 22¢ 24t
Add: estimated amortizatic

of capitalized interes 12 2 2 1 2
Add: distributed income ¢

equity investet 14 16 20 16 10
Less: interest capitalize (25) (13 (©)] 2 )
Total earnings available fi

fixed charge: $ 2,15¢ 2,13¢ 1,231 792 85¢

Estimate of interest factor oi

rentals 12¢€ 57 48 27 31
Interest expense, including

amortization of premiums,

discounts and debt issuar

costs 1,072 54t 367 20C 212
Interest capitalize 25 13 3 2 2
Total fixed charge $ 1,22 61F 41¢ 22¢ 24~

Ratio of earnings to fixed
charges 1.77 3.47% 2.9¢ 3.4¢€ 3.51
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CENTURYLINK, INC.
SUBSIDIARIES OF THE REGISTRANT
AS OF DECEMBER 31, 2011

EXHIBIT 21

State of

incorporation
Subsidiary or formation
Actel, LLC Delaware
Bloomingdale Telephone Company, Inc. (2C Michigan
Century Cellunet International, In Louisiana
Cellunet of India Limitec Mauritius
Century Interactive Fax, In Louisiana
Century Telephone of West Virginia, Ir West Virginia
CenturyTel Acquisition LLC Louisiana
CenturyTel of Adamsuville, Inc Tennesse
CenturyTel of Arkansas, In Arkansas
CenturyTel Broadband Services, LI Louisiana
CenturyTel TeleVideo, Inc Wisconsin
CenturyTel/Teleview of Wisconsin, In Wisconsin
Qwest Broadband Services, |i Delaware
CenturyTel Broadband Wireless, LL Louisiana
CenturyTel of Central Indiana, In Indiana
CenturyTel of Central Louisiana, LL Louisiana
CenturyTel of Chatham, LL! Louisiana
CenturyTel of Chester, In lowa
CenturyTel of Claiborne, Int Tennesse
CenturyTel of East Louisiana, LL Louisiana
CenturyTel of Evangeline, LL! Louisiana
CenturyTel Fiber Company I, LL Louisiana
CenturyTel Holdings, Inc Louisiana
Century Marketing Solutions, LL Louisiana
CenturyTel Arkansas Holdings, Ir Arkansas
CenturyTel of Central Arkansas, LL Louisiana
CenturyTel of Northwest Arkansas, LL Louisiana
CenturyTel Holdings Alabama, In Alabama
CenturyTel of Alabama, LL( Louisiana
CenturyTel Holdings Missouri, In Missouri
CenturyTel of Missouri, LLC Louisiana




CenturyTel Investments of Texas, i
CenturyTel of the Northwest, In

Brown Equipment Corf

Carter Company, Inc

Honomach PR, Inc

Cascade Autovon Compal
CenturyTel/Cable Layers, In
CenturyTel of Central Wisconsin, LL
CenturyTel of Colorado, In

CenturyTel of Eagle, Inc

CenturyTel of Eastern Oregon, Ir
CenturyTel Entertainment, In
CenturyTel of Fairwat-Brandotr-Alto, LLC
CenturyTel of Forestville, LL(
CenturyTel of the Gem State, Inc. (97
CenturyTel of Inter Island, In
CenturyTel of Larse-Readfield, LLC
CenturyTel of the Midwe-Kendall, LLC
CenturyTel of the Midwe-Wisconsin, LLC
CenturyTel of Minnesota, In
CenturyTel of Monroe County, LL!
CenturyTel of Montana, Inc. (999
CenturyTel of Northern Wisconsin, LL
CenturyTel of Northwest Wisconsin, LL
CenturyTel of Oregon, Int

CenturyTel of Paradise, In

CenturyTel of Cowiche, Inc

CenturyTel of Postville, Inc

CenturyTel of Southern Wisconsin, LL
CenturyTel of the Southwest, Ir
CenturyTel Telecom Service, Ir
CenturyTel Telephone Utilities, In
CenturyTel of Upper Michigan, In
CenturyTel of Washington, In
CenturyTel/WORLDVOX, Inc
CenturyTel of Wyoming, Inc

Eagle Valley Communications Corporati

Delaware
Washingtor
Nevada
Hawaii
Puerto Ricc
Washingtor
Wisconsin
Delaware
Colorado
Colorado
Oregon
Washingtor
Delaware
Delaware
Idaho
Washingtor
Delaware
Delaware
Delaware
Minnesota
Delaware
Oregon
Delaware
Delaware
Oregon
Washingtor
Washingtor
lowa
Delaware
New Mexico
Washingtor
Washingtor
Michigan
Washingtor
Oregon
Wyoming
Colorado




International Communications Holdings, i
Pacific Telecom, Inc. (Shel

PTI Communications of Ketchikan, In
PTI Communications of Minnesota, Ir
PTI Transponders, Ini

Universal Manufacturing Cor
CenturyTel of Idaho, Inc

CenturyTel Interactive Compai
CenturyTel Internet Holdings, In
centurytel.com, LLC

CenturyTel Investments, LL
CenturyTel Long Distance, LL
CenturyTel of Michigan, Inc
CenturyTel Midwes- Michigan, Inc.
CenturyTel Mobile Communications, Ir
CenturyTel of Mountain Home, In
CenturyTel of North Louisiana, LL:
CenturyTel of North Mississippi, In
CenturyTel of Northern Michigan, In
CenturyTel of Northwest Louisiana, Ir
CenturyTel of Odon, Inc

CenturyTel of Ohio, Inc

CenturyTel of Ooltewe-Collegedale, Inc
CenturyTel of Port Aransas, Ir
CenturyTel of Redfield, Inc

CenturyTel of Ringgold, LLC
CenturyTel SM Telecorp, In
CenturyTel Telecommunications, Ir
CenturyTel of San Marcos, In
CenturyTel San Marcos Investments, L
CenturyTel Security Systems, Ir
CenturyTel Service Group, LL
CenturyTel Solutions, LL(

CenturyTel of South Arkansas, Ir
CenturyTel of Southeast Louisiana, LI
CenturyTel of Southwest Louisiana, LL
CenturyTel Supply Group, In
CenturyTel/Tel-Max, Inc.

Delaware
Oregon
Alaska
Minnesota
Oregon
Wisconsin
Delaware
Louisiana
Louisiana
Louisiana
Louisiana
Louisiana
Michigan
Michigan
Louisiana
Arkansas
Louisiana
Mississippi
Michigan
Louisiana
Indiana
Ohio
Tennesse
Texas
Arkansas
Louisiana
Texas
Texas
Texas
Delaware
Louisiana
Louisiana
Louisiana
Arkansas
Louisiana
Louisiana
Louisiana
Texas




Subsidiary

State or
Jurisdiction of
Incorporation

CenturyTel of Lake Dallas, In:
CenturyTel Web Solutions, LL
CenturyTel of Wisconsin, LL(

Embarq Corporatio

Carolina Telephone and Telegraph Company |
NOCUTS, Inc.

SC One Compan

Centel Corporatiol

Centel Capital Corporatic
Cente-Texas, Inc

Central Telephone Company of Te:
EQ Central Texas Equipment LL
Central Telephone Compa

Central Telephone Company of Virgir
Embarq Florida, Inc

The Winter Park Telephone Compe
CenturyLink Sales Solutions, In
Embarq, Inc

Embarq Capital Corporatic

SC Seven Compar

Embarq Communications, In

Embarg Communications of Virginia, In
Embarq Holdings Company LL
Embarq Directory Trademark Company, L
Embarq Interactive Holdings LL
Embarq Interactive Markets LL
Embarq Management Compa

EQ Management Equipment |

Embarqg Mic-Atlantic Management Services Compe

Embarqg Minnesota, In
Embarq Missouri, Inc

SC Eight Compan

Embarq Network Company LL
Embarg Payphone Services, |
EQ Equipment Leasing, In

Texas
Louisiana
Louisiana
Delaware
North Caroling
Pennsylvanii
Kansas
Kansas
Delaware
Texas
Texas
Texas
Delaware
Virginia
Florida
Florida
Delaware
Kansas
Delaware
Delaware
Delaware
Virginia
Delaware
Delaware
Delaware
Delaware
Delaware
Nevada
North Caroling
Minnesots
Missouri
Kansas
Delaware
Florida
Delaware




United Telephone Company of the Carolinas L
SC Two Compan

United Telephone Company of Eastern Kar
United Telephone Company of Flori
Vista-United Telecommunications (49¢

United Telephone Company of Indiana, |

SC Four Compan

United Telephone Company of Kan:

Embarq Midwest Management Services Comg
United Teleservices, In

United Telephone Company of New Jersey,
United Telephone Company of the Northw
United Telephone Company of OF

SC Five Compan

United Telephone Company of Pennsylvania LLC,
SC Six Compan

Valley Network Partnership (40% aggrege
United Telephone Company of Southcentral Kai
United Telephone Company of Texas, |

EQ United Texas Equipment LL

United Telephone Company of the W

United Telephone Southeast LI

SC Three Compan

Hillsboro Telephone Company, Inc. (20'
Lafayette MSA Limited Partnership (49¢
Madison River Communications Col

Gallatin River Holdings L.L.C

Gallatin River Communications L.L.(

Madison River Communications, LL

Gulf Communications, LL(

Savannah River Communications, LI

Madison River Finance Cor

Madison River Holdings LL(

Madison River LTD Funding LL(

Coastal Communications, In

Coastal Utilities, Inc

Coastal Long Distance Services Ll

Gulf Coast Services, In

South Carolin¢
Kansas
Delaware
Florida
Florida
Indiana
Kansas
Kansas
Kansas
Kansas
New Jerse)
Oregon
Ohio
Kansas
Pennsylvani:
Kansas
Virginia
Arkansas
Texas
Texas
Delaware
Virginia
Kansas
Wisconsin
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Georgia
Georgia
Alabama




Subsidiary

State or
Jurisdiction of
Incorporation

Gulf Long Distance LLC

Gulf Telephone Compar

Madison River Management LL

Mebtel, Inc.

Pacific Telecom Cellular of Alaska RSA #1, li
Qwest Communications International, I
EUnet International Limite:

EUnet International B.V

Qwest B.V.

KPNQwest N.V. (44.34%

Qwest B.V.

Qwest Capital Funding, In

Qwest Europe LLC

Qwest Foundatio

Qwest Services Corporatic

CenturyLink Investment Management Compi
Qwest Communications Company, LI

Qwest Communications Corporation of Virgit
Qwest International Services Corporat
Qwest N Limited Partnership (98.5¢

Qwest Transoceanic, In

Qwest Communications International L
Qwest Holdings, B\

Qwest France SA

Qwest Germany Gmb

Qwest Netherlands B'

Qwest Peru S.R.1

Qwest Telecommunications Asia, Limit
Qwest Australia Pty Limite

Qwest Communications Japan Corpora
Qwest Communications Korea, Limit:

Qwest Hong Kong Telecommunications, Limi
Qwest Singapore Pte Lt

Qwest Taiwan Telecommunications, Limit
Qwest Corporatiol

Alabama
Alabama
Delaware
North Caroling
Alaska
Delaware
United Kingdom
Netherlands
Netherlands
Netherland:
Netherlands
Colorado
Delaware
Colorado
Colorado
Colorado
Delaware
Virginia
Delaware
Delaware
Delaware
United Kingdom
Netherlands
France
Germany
Netherlands
Peru

Hong Kong
Australia
Japar
Korea
Hong Kong
Singapore
Taiwan
Colorado




1200 Landmark Center Condominium Association,
CenturyLink Technologies India Private Limit

Block 142 Parking Garage Associati
Qwest Database Services, |
SMS/800, Inc. (33.3%

Qwest India Holdings, LL(

CenturyLink Technologies India Private Limit

The El Paso County Telephone Comp
MoveARoo, LLC (33.3%

Qwest Dex Holdings, Inc

Qwest Government Services, |i
Qwest LD Corp

Qwest Wireless, L.L.C

SAVVIS, Inc.

SAVVIS Argentina S.A

SAVVIS Australia Pty. Ltd

SAVVIS Canada, Inc

SAVVIS Communications Canada, Ir
2099418 Ontario Cory

SAVVIS Communications Chile, S./
SAVVIS Communications Corporatic
SAVVIS Federal Systems, In

SAVVIS Communications International, Ir
SAVVIS Communications Private Limite
SAVVIS Korea Limited

SAVVIS Communications K.K
SAVVIS do Brasil Ltda

SAVVIS Telecommunicacdes Ltd
SAVVIS do Brasil Participacoes Ltd
SAVVIS Comunicacoes Ltd:

SAVVIS Europe B.V.

SAVVIS Europe BV Sucursal en Espe

SAVVIS Europe B.V., The Netherlands, filial Swec

SAVVIS France S.A.S

SAVVIS Germany Gmbt

SAVVIS Hong Kong Ltd.

SAVVIS Hungary Telecommunications KF
SAVVIS ltalia S.r.l.

Nebraske
India
Colorado
Colorado
District of Columbia
Delaware
India
Colorado
Delaware
Delaware
Colorado
Delaware
Delaware
Delaware
Argentina
Australia
Delaware
Canade
Ontario
Chile
Missouri
Delaware
Delaware
India
Korea
Japar
Brazil
Brazil
Brazil
Brazil
Netherlands
Spain
Sweder
France
Germany
Hong Kong
Hungary
Italy




State or
Jurisdiction of

Subsidiary Incorporation
SAVVIS Malaysia Sd. Ltd Malaysia
SAVVIS Mexico, S.A. de C.V Mexico
SAVVIS New Zealand Limites New Zealanc
SAVVIS Philippines, Inc Philippines
SAVVIS Poland Sp Zo.c Poland

SAVVIS Singapore Company Pte. L Singapore
SAVVIS Switzerland A.G Switzerlanc
SAVVIS Taiwan Limited Taiwan
SAVVIS (Thailand) Limitec Thailand
SAVVIS U.K. Limited United Kingdom
SkyComm Technologies Corporation (50.C Delaware
Spectra Communications Group, LI Delaware
TelUSA Holdings, LLC (89% Delaware
Telephone USA of Wisconsin, LL Delaware
Western Re, Inc Vermont

Certain of the Company’s smaller subsidiaries Hze@n intentionally omitted from this exhibit purato rules and regulations of the
Securities and Exchange Commission.




EXHIBIT 23
Consent of Independent Registered Public Accountingirm

The Board of Directors
CenturyLink, Inc.:

We consent to the incorporation by reference inRbgistration Statement (No. 333-165607) on For®) the Registration Statements (No. 33-
60061, No. 333-160391, No. 333-37148, No. 333-608@6 333-150157, No. 333-124854, No. 333-174291,,383-167339, No. 333-
150188, and No. 333-174571) on Form S-8, and tlggsRation Statements (No. 33-48956, No. 333-170lb,333-167339, No. 333-174291,
and No. 333-155521) on Form S-4 of CenturyLink, lwicour reports dated February 27, 2012, with eespo the consolidated balance sheets
of CenturyLink, Inc. and subsidiaries as of Decengig 2011 and 2010, and the related consoliddastdraents of operations, comprehensive
income, cash flows, and stockholders’ equity fastheaf the years in the three-year period ended Dbee 31, 2011, and related financial
statement schedule, and the effectiveness of miteontrol over financial reporting as of DecemBg&y 2011, which reports appear in the
December 31, 2011 annual report on Form 10-K oft@ghink, Inc.

/sl KPMG LLP

Shreveport, Louisian
February 27, 201
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Exhibit 31.1
CERTIFICATION
I, Glen F. Post, lll, Chief Executive Officer anceBident, certify that:
1. | have reviewed this annual report on Form 10-KCehturyLink, Inc.;
2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar

make the statements made, in light of the circunt&ts.under which such statements were made, nkadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsatimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4, The registrant's other certifying officer and | a@gponsible for establishing and maintaining disete controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15¢)kand internal control over financial reportifag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

a) designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneggh

b) designed such internal control over financial réipgy or caused such internal control over finah@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamoce with generally accepted accounting princjples

C) evaluated the effectiveness of the registrantdabsre controls and procedures and presentedsimgport our conclusions abi
the effectiveness of the disclosure controls andguaiures, as of the end of the period coveredibyé¢port based on such
evaluation; and

d) disclosed in this report any change in the regissanternal control over financial reporting tlvatturred during the registrant's
most recent fiscal quarter (the registrant's fofisital quarter in the case of an annual repod) ltas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorteyhal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's Board of Directors

a) all significant deficiencies and material weaknedsethe design or operation of internal contradiofimancial reporting whic
are reasonably likely to adversely affect the itegig's ability to record, process, summarize apbrt financial information; ar

b) any fraud, whether or not material, that involvemnagement or other employees who have a significéain the registrant
internal control over financial reporting.

Date: February 27, 2012 /s/ Glen F. Post, llI

Glen F. Post, I

Chief Executive Officer and Preside
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Exhibit 31.2
CERTIFICATION
I, R. Stewart Ewing, Jr., Executive Vice Presid@tijef Financial Officer and Assistant Secretagytify that:
1. I have reviewed this annual report on Form 10-KCehturyLink, Inc.;
2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar

make the statements made, in light of the circunt&ts.under which such statements were made, nkadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsatimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4, The registrant's other certifying officer and | a@gponsible for establishing and maintaining disete controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15¢)kand internal control over financial reportifag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

a) designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneggh

b) designed such internal control over financial réipgy or caused such internal control over finah@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamoce with generally accepted accounting princjples

C) evaluated the effectiveness of the registrantdabsre controls and procedures and presentedsimgport our conclusions abi
the effectiveness of the disclosure controls andguaiures, as of the end of the period coveredibyé¢port based on such
evaluation; and

d) disclosed in this report any change in the regissanternal control over financial reporting tlvatturred during the registrant's
most recent fiscal quarter (the registrant's fofisital quarter in the case of an annual repod) ltas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorteyhal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's Board of Directors

a) all significant deficiencies and material weaknedsethe design or operation of internal contradiofimancial reporting whic
are reasonably likely to adversely affect the itegig's ability to record, process, summarize apbrt financial information; ar

b) any fraud, whether or not material, that involvemnagement or other employees who have a significéain the registrant
internal control over financial reporting.

Date: February 27, 2012 /sl R. Stewart Ewing, Jr.

R. Stewart Ewing, Ji

Executive Vice President, Chief
Financial Officer and Assistant
Secretan
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Exhibit 32

]
- ™

CenturyLink

Chief Executive Officer and Chief Financial Officer Certification Pursuant to 18 U.S.C. Section 135@&s Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

Each of the undersigned, acting in his capas the Chief Executive Officer or Chief Fin&lfficer of CenturyLink, Inc.
("CenturyLink™), certifies that, to his knowledgége Annual Report on Form 10-K for the year endeddnber 31, 2011 of CenturyLink fully
complies with the requirements of Section 13(ahefSecurities Exchange Act of 1934 and that tfenmation contained in the Form 10-K
fairly presents, in all material respects, theficial condition and results of operations of Ceyitink as of the dates and for the periods
covered by such report.

A signed original of this statement hasrbpevided to CenturyLink and will be retained bgr@uryLink and furnished to the Securities
and Exchange Commission or its staff upon request.

Dated: February 27, 2012

/s/ Glen F. Post, Il /sl R. Stewart Ewing, Jr.

Glen F. Post, Il R. Stewart Ewing, J

Chief Executive Officer and Executive Vice President, Chief
President Financial Officer and Assistant

Secretan




QuickLinks
Exhibit 32

Chief Executive Officer and Chief Financial Officgertification Pursuant to 18 U.S.C. Section 1380Adopted Pursuant to Section 906 of
Sarbane-Oxley Act of 2002



