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(15) Quarterly Financial Data (Unaudited)
First
Quarter

Second
Quarter

Third
Quarter

Fourth
Quarter

Total

(Dollars in millions, except per share amounts)

2017
Operating revenues .........................................................................
Operating income ...........................................................................
Net income ......................................................................................
Basic earnings per common share ..................................................
Diluted earnings per common share ...............................................
2016
Operating revenues .........................................................................
Operating income ...........................................................................
Net income ......................................................................................
Basic earnings per common share ..................................................
Diluted earnings per common share ...............................................

$4,209
631
163
0.30
0.30

4,090
367
17
0.03
0.03

4,034
487
92
0.17
0.17

5,323
524
1,117
1.26
1.26

17,656
2,009
1,389
2.21
2.21

$4,401
688
236
0.44
0.44

4,398
647
196
0.36
0.36

4,382
593
152
0.28
0.28

4,289
405
42
0.08
0.08

17,470
2,333
626
1.16
1.16

During the first quarter of 2017, we recognized $10 million of expenses related to our acquisition of Level 3
followed by acquisition-related expenses of $18 million, $37 million and $206 million in the second, third and
fourth quarters of 2017, respectively. During the first quarter of 2017, depreciation and amortization expense of
$50 million was not recognized on colocation assets held for sale. During the second quarter, we recognized a
combined loss of $119 million resulting from the sale of the colocation business and data centers and the
accounting treatment of the failed-sale-leaseback. During the second quarter of 2017, we recognized a one-time
depreciation charge of $44 million related to the failed-sale-leaseback accounting. During the third and fourth
quarters of 2017, we recognized $44 million and $20 million, respectively, of interest expense related to
CenturyLink, Inc. 's $6 billion secured term loan utilized in the acquisition of Level 3. In the fourth quarter of
2017, we recognized a tax benefit of approximately $1.1 billion due to the change in the federal corporate tax rate
from 35% to 21%.
During the fourth quarter of 2016, we recognized $164 million of severance expenses and other one-time
termination benefits associated with our workforce reductions and $52 million of expenses related to our pending
acquisition of Level 3.
(16) Commitments and Contingencies
We are vigorously defending against all of the matters described below (excluding those referred to under
the heading "Hurricane Damage"). As a matter of course, we are prepared to both litigate these matters to
judgment, as well as to evaluate and consider all reasonable settlement opportunities. In this Note, when we refer
to a class action as "putative" it is because a class has been alleged, but not certified in that matter. We have
established accrued liabilities for these matters described below where losses are deemed probable and
reasonably estimable.
Shareholder Class Action Suit
CenturyLink and certain members of the CenturyLink Board of Directors have been named as defendants in a
putative shareholder class action lawsuit filed on January 11, 2017 in the 4th Judicial District Court of the State of
Louisiana, Ouachita Parish, captioned Jeffery Tomasulo v. CenturyLink, Inc., et al. The complaint asserts, among
other things, that the members of CenturyLink's Board allegedly breached their fiduciary duties to the CenturyLink
shareholders in approving the Level 3 merger agreement and, more particularly, that: the consideration that
CenturyLink agreed to pay to Level 3 stockholders in the transaction is allegedly unfairly high; the CenturyLink
directors allegedly had conflicts of interest in negotiating and approving the transaction; and the
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disclosures set forth in our preliminary joint proxy statement/prospectus filed in December 2016 are insufficient
in that they allegedly fail to contain material information concerning the transaction. The complaint seeks, among
other things, a declaration that the members of the CenturyLink Board have breached their fiduciary duties,
corrective disclosure, rescissory or other damages and equitable relief, including rescission of the transaction. On
February 13, 2017, the parties entered into a memorandum of understanding providing for the settlement of the
lawsuit. The proposed settlement is subject to court approval, among other conditions, and the amount of the
settlement is not material to our consolidated financial statements.
Retiree Benefits Suit
In William Douglas Fulghum, et al. v. Embarq Corporation, et al., filed on December 28, 2007 in the United
States District Court for the District of Kansas, a group of retirees filed a class action lawsuit challenging the
decision to make certain modifications in retiree benefits programs relating to life insurance, medical insurance and
prescription drug benefits, generally effective January 1, 2006 and January 1, 2008 (which, at the time of the
modifications, were expected to reduce estimated future expenses for the subject benefits by more than $300
million). Defendants include Embarq, certain of its benefit plans, its Employee Benefits Committee and the
individual plan administrator of certain of its benefits plans. Additional defendants include Sprint Nextel and
certain of its benefit plans. The court certified classes on the claims for vested benefits and age discrimination, but
rejected class certification on the claims for breach of fiduciary duty. On October 14, 2011, the Fulghum lawyers
filed a new, related lawsuit, Abbott et al. v. Sprint Nextel et al. In Abbott, approximately 1,500 plaintiffs alleged
breach of fiduciary duty in connection with the changes in retiree benefits that were at issue in Fulghum. After
extensive district court proceedings in Fulghum, and an interlocutory appeal to the United States Court of Appeals
for the Tenth Circuit, defendants prevailed in 2015 on all age discrimination claims and on the majority of claims
for vested benefits. The district court in Fulghum subsequently granted judgment in favor of defendants on all
remaining vested benefits claims, and in July 2016 ordered that any affected class members could appeal this
ruling. No appeal was taken, and all claims for vested benefits thus have lapsed. On August 31, 2016, the parties
reached a settlement in principle on all remaining claims in Fulghum and Abbott. Since then, a settlement
agreement has been finalized and, per its terms, the settlement funds have been distributed to class members. The
settlement payments were not material to our consolidated financial statements.
Switched Access Disputes
Subsidiaries of CenturyLink, Inc. are among hundreds of companies involved in an industry-wide dispute,
raised in nearly 100 federal lawsuits (filed between 2014 and 2016) that have been consolidated in the United
States District Court for the Northern District of Texas for pretrial procedures. The disputes relate to switched
access charges that local exchange carriers ("LECs") collect from interexchange carriers ("IXCs") for IXCs' use
of LEC's access services. In the lawsuits, IXCs, including Sprint Communications Company L.P. ("Sprint") and
various affiliates of Verizon Communications Inc. ("Verizon"), assert that federal and state laws bar LECs from
collecting access charges when IXCs exchange certain types of calls between mobile and wireline devices that
are routed through an IXC. Some of these IXCs have asserted claims seeking refunds of payments for access
charges previously paid and relief from future access charges.
In November 2015, the federal court agreed with the LECs and rejected the IXCs' contention that federal
law prohibits these particular access charges, and also allowed the IXCs to refile state-law claims. Since then,
many of the LECs and IXCs have filed revised pleadings and additional motions, which remain pending.
Separately, some of the defendants, including CenturyLink, Inc.'s LECs, have petitioned the FCC to address
these issues on an industry-wide basis.
As both an IXC and a LEC, we both pay and assess significant amounts of the charges in question. The
outcome of these disputes and lawsuits, as well as any related regulatory proceedings that could ensue, are
currently not predictable. If we are required to stop assessing these charges or to pay refunds of any such charges,
our financial results could be negatively affected.
B-102

