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NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO THE SHAREHOLDERS OF CENTURYTEL, INC.:

The Annual Meeting of Shareholders of CenturyTet, Wwill be held at 2:00 p.m., local time, on May2604 in the Corporate Conference
Room of the Company's principal offices, 100 Ceyifet Drive, Monroe, Louisiana, for the following muoses:

1. to elect four Class | directors;
2. to ratify the appointment of KPMG LLP as the GQmany's independent auditor for 2004; and
3. to transact such other business as may propente before the meeting and any adjournments thereo

The Board of Directors has fixed the close of besson March 8, 2004 as the record date for trermatation of shareholders entitled to
notice of and to vote at the meeting and all adjments thereof.

By Order of the Board of Directors
/sl Stacey W GCoff

STACEY W CGOFF, Secretary

Dated: March 24, 2004

SHAREHOLDERS ARE INVITED TO ATTEND THE ANNUAL MEETNG IN PERSON. EVEN IF YOU EXPECT TO ATTEND, IT IS
IMPORTANT THAT YOU PLEASE SIGN, DATE AND RETURN THEENCLOSED PROXY CARD PROMPTLY. IF YOU PLAN TO
ATTEND AND WISH TO VOTE YOUR SHARES PERSONALLY, YOMAY DO SO AT ANY TIME BEFORE YOUR PROXY IS
VOTED.



[CENTURYTEL LETTERHEAD]
March 24, 2004
Dear Shareholder:

It is a pleasure to invite you to the Company's288nual Meeting of Shareholders on Thursday, Mayeginning at 2:00 p.m. local time, at
the Company's headquarters in Monroe, Louisiahapk you will be able to attend.

As in the past, this booklet includes our formaicmof the meeting, our proxy statement and onuahfinancial statements and review of
operations.

Most of you have received with this booklet a praayd that indicates the number of votes that yidube entitled to cast at the meeting
according to the records of the Company or youkéror other nominee. Each share of the Companyythahave "beneficially owned"
continuously since May 30, 1987 generally entitles to ten votes; each other share entitles yanévote. Shares held through a broker or
other nominee are presumed to have one vote pax.dhdieu of receiving a proxy card, participaiitshe Company's benefit plans have t
furnished with voting instruction cards. The reees@de of this letter describes the Company's gqgtitovisions in greater detail.

Regardless of how many shares you own or whethepian to attend the meeting in person, it is ingoarthat your shares be voted at the
meeting. At your earliest convenience, please cetafhe enclosed proxy card (or voting instructiards) and return it or them promptly in
the enclosed return envelope.

Thank you for your interest and continued support.
Sincerely,

/Sl den F. Post,Ill

den F. Post, 111

Chai rman of the Board and
Chi ef Executive O ficer



VOTING PROVISIONS
SHAREHOLDERS

Record Shareholders. In general, shares regisietbéd name of any natural person or estate tlategresented by certificates dated as of or
prior to May 30, 1987 are presumed to have tensvpée share and all other shares are presumedéocona vote per share. However, the
Company's articles of incorporation (the relevaot/fsions of which are reproduced below) set farifst of circumstances in which the
foregoing presumptions may be refuted. If you hithat the voting information set forth on youoxy card is incorrect or a presumption
made with respect to your shares should not apjgase send a letter to the Company briefly deisgyithe reasons for your belief. Merely
marking the proxy card will not be sufficient natdtion to the Company that you believe the votirfgrmation thereon is incorrect.

Beneficial Shareholders. All shares held throudinaker, bank or other nominee are presumed to bagesote per share. The Company's
articles of incorporation set forth a list of cimstances in which this presumption may be refutethé person who has held since May 30,
1987 all of the attributes of beneficial ownersteferred to in Article 111(C)(2) reproduced belolfryou believe that some or all of your she
are entitled to ten votes, you may follow one of pvocedures. First, you may write a letter to@menpany describing the reasons for your
belief. The letter should contain your name (unigms prefer to remain anonymous), the name of tbkdryage firm, bank or other nominee
holding your shares, your account number with sumhinee and the number of shares you have beribficianed continuously since May
30, 1987. Alternatively, you may ask your brokeank or other nominee to write a letter to the Conypan your behalf stating your account
number and indicating the number of shares thathgme beneficially owned continuously since May B887. In either case, your letter
should indicate how you wish to have your sharded.o

Other. The Company will consider all letters reeeirior to the date of the Annual Meeting and, maeeturn address is provided in the
letter, will advise the party furnishing such letéd its decision, although in many cases the Camgpeill not have time to inform an owner or
nominee of its decision prior to the time the shane voted. In limited circumstances, the Compaay require additional information befc
a determination will be made. If you have any goastabout the Company's voting procedures, pleals¢he Company at (318) 388-9500.

PARTICIPANTS IN BENEFIT PLANS

Participants in the Company's Employee Stock OvimgiBlan, Dollars & Sense Plan, Union Retirementii®@gs Plan, Union Group Incenti
Plan, or Security Systems Inc. 401(k) Plan haveived voting instruction cards in lieu of a proxard. For additional information, please
refer to the materials supplied by the trustedhefglans in which you participate.

* % % %

EXCERPTS FROM THE COMPANY'S ARTICLES OF INCORPORATI ON
Paragraph C of Article Ill of the Company's artectef incorporation provides as follows:

(1) Each share of Common Stock . . . which has beeeficially owned continuously by the same persione May 30, 1987 will entitle such
person to ten votes with respect to such shareoh matter properly submitted to the shareholdetiseoCorporation for their vote, consent,
waiver, release or other action . . .

(2) (a) For purposes of this paragraph C, a changeneficial ownership of a share of the Corporas stock will be deemed to have occu
whenever a change occurs in any person or gropprsbns who, directly or indirectly, through anyract, arrangement, understanding,
relationship or otherwise has or shares (i) vopioger, which includes the power to vote, or to ditbe voting of such share; (ii) investment
power, which includes the power to direct the salether disposition of such share; (iii) the rightreceive or retain the proceeds of any sale
or other disposition of such share; or (iv) thentitp receive distributions, including cash dividenin respect to such share.

(b) In the absence of proof to the contrary prodgidteaccordance with the procedures referred gubyparagraph (4) of this paragraph C, a
change in beneficial ownership will be deemed teehaccurred whenever a share of stock is transf@ieecord into the name of any other
person.

(c) In the case of a share of Common Stock . ld terecord in the name of a corporation, genpaaitnership, limited partnership, voting
trustee, bank, trust company, broker, nomineeearoig agency, or in any other name except a rigiaraon, if it has not been established
pursuant to the procedures referred to in subpapégr

(4) that such share was beneficially owned contiisiyosince May 30, 1987 by the person who possedkekthe attributes of beneficial
ownership referred to in clauses (i) through (i/swbparagraph

(2)(a) of this paragraph C with respect to suchieslbh Common Stock .

.. then such share of Common Stock . . . will\carith it only one vote regardless of when reconthership of such share was acquired.

(d) In the case of a share of stock held of reaottie name of any person as trustee, agent, guaadicustodian under the Uniform Gifts to
Minors Act, the Uniform Transfers to Minors Actany comparable statute as in effect in any statbaage in beneficial ownership will be
deemed to have occurred whenever there is a chiarige beneficiary of such trust, the principakath agent, the ward of such guardian or
the minor for whom such custodian is acti



(3) Notwithstanding anything in this paragraph Ghe contrary, no change in beneficial ownershiib e deemed to have occurred solely as
a result of:

(a) any event that occurred prior to May 30, 198@luding contracts providing for options, righfsfiost refusal and similar arrangements, in
existence on such date to which any holder of shafrstock is a party;

(b) any transfer of any interest in shares of sfpisuant to a bequest or inheritance, by operatidenw upon the death of any individual, or
by any other transfer without valuable considergtincluding a gift that is made in good faith arat for the purpose of circumventing this
paragraph C;

(c) any change in the beneficiary of any trustamy distribution of a share of stock from trust,rbgson of the birth, death, marriage or
divorce of any natural person, the adoption of matyral person prior to age 18 or the passagegofesn period of time or the attainment by
any natural person of a specified age, or the ioreatr termination of any guardianship or custoddarangement; or

(d) any appointment of a successor trustee, agaatdian or custodian with respect to a shareoakst

(4) For purposes of this paragraph C, all detertiona concerning changes in beneficial ownershipghe absence of any such change, wi
made by the Corporation. Written procedures desigodacilitate such determinations will be estsidid by the Corporation and refined fr
time to time. Such procedures will provide, amottgeothings, the manner of proof of facts that wélaccepted and the frequency with
which such proof may be required to be renewed.Jdmporation and any transfer agent will be erditie rely on all information concerning
beneficial ownership of a share of stock cominth&r attention from any source and in any manaasonably deemed by them to be
reliable, but neither the Corporation nor any tfanagent will be charged with any other knowledgacerning the beneficial ownership of a
share of stock.

(5) Each share of Common Stock acquired by reasanyostock split or dividend will be deemed to &deen beneficially owned by the
same person continuously from the same date asthahich beneficial ownership of the share of Camrtock, with respect to which such
share of Common Stock was distributed, was acquired

* k k k

(8) Shares of Common Stock held by the Corporatiemiployee benefit plans will be deemed to be henéy owned by such plans
regardless of how such shares are allocated toted\by participants, until the shares are actudififributed to participants.

* k k k



CENTURYTEL, INC.
100 CENTURYTEL DRIVE
MONROE, LOUISIANA 71203

(318) 388-9500

PROXY STATEMENT
March 24, 2004

This proxy statement is furnished in connectiorhtlite solicitation of proxies on behalf of the Bibaf Directors (the "Board") of
CenturyTel, Inc. (the "Company") for use at its aamrmeeting of shareholders to be held at the &ineplace set forth in the accompanying
notice, and at any adjournments thereof (the "N@ég}i This proxy statement is first being mailegstareholders of the Company on or at
March 29, 2004.

As of March 8, 2004, the record date for deterngrshareholders entitled to notice of and to vothatMeeting (the "Record Date"), the
Company had outstanding 141,834,419 shares of constogk (the "Common Shares") and 319,000 shar8eiiés L preferred stock that
vote together with the Common Shares as a singsan all matters ("Preferred Shares" and, colidgtwith the Common Shares, "Voting
Shares"). The Company's Restated Articles of Inm@ton (the "Articles") generally provide that Hels of Common Shares that have been
beneficially owned continuously since May 30, 188& entitled to cast ten votes per share, suljemtrnpliance with certain procedures.
Article 11 of the Articles and the voting procecdis adopted thereunder contain several provisiomergimg the voting power of Common
Shares, including a presumption that each CommaneSteld by nominees or by any holder other thaataral person or estate entitles such
holder to one vote, unless the holder furnishew@pany with proof to the contrary. Applying theegumptions described in Article Ill, the
Company's records indicate that 221,408,211 voteerditled to be cast at the Meeting, of which,289,211 (99.9%) are attributable to the
Common Shares. Unless otherwise indicated, allgp¢ages of voting power set forth in this proxyestzent have been calculated based on
such number of votes.

If you are a participant in the Company's Autom&ticidend Reinvestment and Stock Purchase ServitegeoCompany's Employee Stock
Purchase Plans, the Company's proxy card coverssheedited to your account under each plan, #sas/shares registered in your name.
You should not, however, use the proxy card to aotg shares held for you in the Company's Empl&teek Ownership Plan, Dollars &
Sense Plan, Union Retirement Savings Plan, Uni@u@mcentive Plan, or Security Systems Inc. 40B(RN. Instead, participants in these
plans will receive from the plan trustees sepavatiang instruction cards covering these sharess&weting instruction cards should be
completed and returned in the manner providederirtetructions that accompany such cards.

The Company will pay all expenses of soliciting>pes for the Meeting. Proxies may be solicited peadly, by mail, by telephone or by
facsimile by the Company's directors, officers



and employees, who will not be additionally comged therefor. The Company will also request pes$miding Voting Shares in their
names for others, such as brokers, banks and tinginees, to forward proxy materials to their pipiats and request authority for the
execution of proxies, for which the Company willmburse them for expenses incurred in connectierethith. The Company has retained
Innisfree M&A Incorporated, New York, New York, &ssist in the solicitation of proxies, for whichwiill be paid a fee of $7,500 and will be
reimbursed for certain out-of-pocket expenses.

ELECTION OF DIRECTORS
(ITEM 1 ON PROXY OR VOTING INSTRUCTION CARD)

The Board of Directors has fixed the number ofdives at 13 members, which are divided under thel&s into three classes. Members of
the respective classes hold office for staggenedg®f three years, with one class elected at aanhal shareholders' meeting. Four Class |
directors will be elected at the Meeting. Actingpnghe recommendation of its Nominating and Corgo@&overnance Committee, the Board
has nominated the four individuals listed belovegove as Class | directors. Unless authority ibheld, all votes attributable to the shares
represented by each duly executed and delivered pvdl be cast for the election of each of thesdolv-named nominees. Under the
Company's bylaw nominating procedures, these nasiaee the only individuals who may be electeth@iMeeting. See "Corporate
Governance - Director Nomination Process." If foy aeason any such nominee should decline or becomlgle to stand for election as a
director, which is not anticipated, votes will kestinstead for another candidate designated bBdhed, without resoliciting proxies.

The following provides certain information with pest to each nominee and each other director wieosewill continue after the Meeting,
including his or her beneficial ownership of Comntimares determined in accordance with Rule 13dtBeoSecurities and Exchange
Commission ("SEC"). Unless otherwise indicatedalliinformation is as of the Record Date, (ii) legerson has been engaged in the
principal occupation shown for more than the piast years and (iii) shares beneficially owned aglellwith sole voting and investment
power. Unless otherwise indicated, none of theqgrexsiamed below beneficially owns more than 1% efdutstanding Common Shares or is
entitled to cast more than 1% of the total votiogvpr.



CLASS | DIRECTORS (FOR TERM EXPIRING IN 2007):
[PHOTO]
WILLIAM R. BOLES, JR., age 47; a director since 298n executive officer, director and practicingpatey with The Boles Law Firm.
Committee Memberships: Risk Evaluation (Chairman)
Shares Beneficially Owned: 15,965 (1)
[PHOTO]

W. BRUCE HANKS, age 49; a director since 1992; Atid Director of the University of Louisiana at Moe between March 2001 and mid-
year 2004; a senior or executive officer of the @any with operational or strategic developmenteesbilities for several years prior
such time.

Committee Membership: Risk Evaluation
Shares Beneficially Owned: 141,341 (1), (2)
[PHOTO]
C. G. MELVILLE, JR., age 63; a director since 19f8yate investor since 1992; retired executivéceff of an equipment distributor.
Committee Memberships: Compensation (Chairman); iNatimg and Corporate Governance
Shares Beneficially Owned: 21,471 (1)
[PHOTO]

GLEN F. POST, lll, age 51; a director since 198baitman of the Board since June 2002 and Chief ke Officer of the Company since
1993. Mr. Post also served as Vice Chairman oBib&rd from 1993 to 2002 and President from 19920@?2.

Committee Membership: Executive (Chairman)
Shares Beneficially Owned: 1,531,732 (2)
THE BOARD UNANIMOUSLY RECOMMENDS A VOTE FOR EACH OF THESE NOMINEES.
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CLASS Il DIRECTORS (TERM EXPIRES IN 2005):
[PHOTO]

VIRGINIA BOULET, age 50; a director since 1995; §ident and Chief Operating Officer of IMDiversityc., an on-line recruiting
company, and Special Counsel at Adams and Reesgd lai firm, since March 2002; Partner, PhelpstaunL.L.P., a law firm, for 10
years prior to such tim

Committee Memberships: Nominating and Corporatedduance (Chairperson); Audit
Shares Beneficially Owned: 15,328 (1), (3)
[PHOTO]

CALVIN CZESCHIN, age 68; a director since 1975;4$tent and Chief Executive Officer of Yelcot Teleple Company and Ultimate Auto
Group.

Committee Memberships: Executive; Risk Evaluation
Shares Beneficially Owned: 360,869 (1), (4)
[PHOTO]

JAMES B. GARDNER, age 69; a director since 198hi&@eManaging Director of the capital markets dioisof Samco Capital Markets, a
division of Penson Financial Services, Inc., siNowember 2001; Managing Director of such divisiondver seven years prior to such date;
a director of Ennis Business Forms, Inc.

Committee Memberships: Audit (Chairman); Executi@empensation
Shares Beneficially Owned: 13,500 (1)
[PHOTO]

R. L. HARGROVE, JR., age 72; a director since 198&red as an executive officer of the Compan$987 after 12 years of service as an
officer.

Committee Memberships: Executive; Audit; Nominatargd Corporate Governance

Shares Beneficially Owned: 73,140 (1)



[PHOTO]
JOHNNY HEBERT, age 75; a director since 1968; Riexsi of family-owned electrical contracting busises
Committee Memberships: Risk Evaluation
Shares Beneficially Owned: 22,552 (1), (5)
CLASS 1ll DIRECTORS (TERM EXPIRES IN 2006):
[PHOTO]

FRED R. NICHOLS, age 57; a director since May 20@8red in 2000 after serving as Executive Vicediient of Operations of Cox
Communications, Inc. from August 1999 to Februa@@9® Chairman of the Board, President and Chiethtee Officer of TCA Cable TV,
Inc. from 1997 to August 1999.

Committee Membership: Audit
Shares Beneficially Owned: 8,000 (1)
[PHOTO]

HARVEY P. PERRY, age 59; a director since 1990;-egacutive Vice Chairman of the Board of Directofshe Company since January 1,
2004; retired from the Company on December 31, 2088 serving as Executive Vice President and {Chdeninistrative Officer for almost
five years, as Secretary for 18 years and as Gle@eumsel for 20 years; also served as Senior Piesident from 1985 to 1999.

Committee Membership: Executive
Shares Beneficially Owned: 368,338 (2), (6)
[PHOTO]

JIM D. REPPOND, age 62; a director since 1986redtfrom the Company in 1996 after serving as BegsiTelephone Group of the
Company (or a comparable predecessor positiorgefeeral years.

Committee Memberships: Executive; Compensation

Shares Beneficially Owned: 73,920 (1)



[PHOTO]

JOSEPH R. ZIMMEL, age 50; a director since Jan2&§3; retired in 2002 after serving as a managirectbr of the investment banking
division of The Goldman Sachs Group, Inc. from 1898001, a director of Modem Media, Inc.

Committee Membership: Audit
Shares Beneficially Owned: 12,667 (1)

(1) Includes shares that each outside directothesght to acquire within 60 days of the dateéhi$ Proxy Statement pursuant to options
granted under the Company's directors stock optian. Under these options, each outside directetharight to acquire within such period
10,000 shares, other than Messrs. Nichols and Zlmwt® have the right to acquire 6,000 and 7,66Gfesk, respectively.

(2) Includes (i) shares of restricted stock isstetthe below-named directors under the Compang&nitive compensation plans ("Restricted
Stock"), with respect to which such individuals &awle voting power but no investment power; fidnes ("Option Shares") that such
individuals have the right to acquire within 60 dayf the Record Date pursuant to options granteéiutne Company's incentive
compensation plans (other than the Company's dii@stock option plan referenced in footnote 1 aboand (iii) shares (collectively, "Plan
Shares") allocated to such individual's accounteuthe Company's Employee Stock Ownership PlaB@E') and the Company's Dollars
Sense Plan ("401(k) Plan"), as follows:

Name Restricted Stock Opt ion Shares Plan Shares
W. Bruce Hanks - 89,616 -
Glen F. Post, IlI 52,259 1 ,310,547 79,774
Harvey P. Perry - 318,000 -

Participants in the 401(k) Plan who have attainegears of age or three years of service with the@any have investment power with
respect to all shares held in their 401(k) Plaroant and participants in the ESOP who have attigiteyears of age and 10 years of
participation in the plan have investment powehweéspect to a portion of the shares held in tB8i©®P accounts. Participants in both these
plans are entitled to direct the voting of theaurpkhares, as described in greater detail elsevileee@.

(3) Includes 1,272 shares held by Ms. Boulet agodien for the benefit of her children and 450 ssaswned by Ms. Boulet's spouse, as to
which she disclaims beneficial ownership.

(4) Constitutes 0.3% of the outstanding Common &hand entitles Mr. Czeschin to cast 1.6% of thed twting power; includes 11,997
shares owned by Mr. Czeschin's wife, as to whictibelaims beneficial ownership; also includes 800,shares that are pledged pursuant to
a pre-paid forward sale contract that expires Janl@, 2006. Mr. Czeschin holds voting but not istveent power as to such pledged shares.

(5) Includes 1,767 shares owned by Mr. Hebert'e véé to which he disclaims beneficial ownership.
(6) Includes 2,837 shares held as custodian fobénefit of Mr. Perry's children.

CORPORATE GOVERNANCE
GOVERNANCE GUIDELINES

Listed below are excerpts from the Company's catgogovernance guidelines, which the Board reviwsast annually. A complete copy
the Company's corporate governance guidelines éxhibit to the Company's Annual Report on FormKifar the year ended December 31,
2003 and is posted on the Company's website at wenturytel.com.
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1. Director Qualifications

- The Board will have a majority of independentdiors. The Nominating and Corporate Governancenitiee is responsible for reviewing
with the Board, on an annual basis, the requiitls ind characteristics of new Board members el a8 the composition of the Board as a
whole. This assessment will include members' inddpace qualifications, as well as consideratiodivérsity, age, character, skills and
experience in the context of the needs of the Board

- The Board presently has 13 members. It is theesefhthe Board that a size of 11 to 13 is abalttriHowever, the Board would be willing
to go to a somewhat larger size in order to accodatethe availability of an outstanding candidhtes the general sense of the Board the
more than two management directors should senteeoBoard.

- The Board expects directors who change the jaksponsibility they held when they were electethtoBoard to volunteer to resign from
the Board. It is not the sense of the Board thawiery such instance the director should necegdadl/e the Board. There should, howeve
an opportunity for the Board, through the Nomingtimd Corporate Governance Committee, to revievedinénued appropriateness of Bo
membership under the circumstances.

- No director may serve on more than two other uiregtfd public company boards, unless this prokihiis waived by the Board. No direc
may be appointed or nominated to a new term iflge would be age 72 or older at the time of thetien or appointment.

- The Nominating and Corporate Governance Commitieeview each director's continuation on thealBd every three years.

- Directors will be deemed to be "independentf)ittje Board affirmatively confirms that neitheettirector nor any organization with which
the director is affiliated receives any paymentsrfithe Company other than Permissible Directors omsation (as defined below) and (ii)
none of the disqualifying events or conditions #jet in Rule 303A(2)(b) of the NYSE Listed Compakianual apply to the director. For
purposes hereof, "Permissible Directors Compensatieeans (i) director and committee fees, (ii) teimsement for an annual physical,
continuing education, travel and other out-of-paakeenses in accordance with the Company's ajpdigelicies and (iii) a pension or other
form of deferred compensation for prior servicevinled such compensation is not contingent in aay @an continued service. The Board
may make determinations or interpretations undsrghragraph, provided that they are consisterit thi¢ foregoing standards.

- Once the Board has determined that a directodispendent, the director may not engage in amgéretion with the Company, either
directly or indirectly through an immediate famityember or related entity, without such transactieimg approved by the Board.
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2. Director Responsibilities

- The Chairman will establish the agenda for eacarB meeting. Each Board member is free to sudigesnclusion of items on the agenda.
Each Board member is free to raise at any Boardingesubjects that are not on the agenda for tlesttimg. The Board will review the
Company's long-term strategic plans and the praiégsues that the Company will face in the futdueing at least one Board meeting each
year.

- The non-management directors will meet in exeeusiession at least quarterly. The director whsiges at these meetings will be an
independent director chosen annually by the nonag@ment directors, and his or her name will belalgd in the annual proxy statement.

3. Board Committees

- The Board will have at all times an Audit Commét a Compensation Committee and a Nominating anpotate Governance Committee.
All of the members of these committees will be ipeledent directors, as defined in Section 1 above.

- The Chair of each committee, in consultation wfitb committee members, will determine the freqyeard length of the committee
meetings consistent with any requirements set farthe committee's charter. The Chair of each cataa) in consultation with members of
the committee and others specified in the commdétetarter, will develop the committee's agenda.

- The Board and each committee have the poweréaitilependent legal, financial or other advisarthey may deem necessary, without
consulting or obtaining the approval of any offioéthe Company in advance.

- Each committee may meet in executive sessiorites as it deems appropriate.

4. Director Access to Officers and Employees

- Directors have full and free access to officard amployees of the Company.

- The Board welcomes regular attendance at eachdBoeeting of senior officers of the Company.
5. Director Compensation

- The form and amount of director compensation balldetermined by the Nominating and Corporate Gmree Committee in accordance
with the policies and principles set forth in itsacter, and such Committee will conduct an annenakmw of director compensation.
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6. Director Orientation and Continuing Education

- The Nominating and Corporate Governance Commdtedl maintain an Orientation Program for new cfives. All new directors must
participate in the Company's Orientation Prograimictv should be conducted as soon as practicaldersdiv directors are elected or
appointed.

- The Company will also maintain a Continuing EdiaraProgram for directors, pursuant to which il whdeavor to periodically update
directors on industry, technological and regulabeyelopments, and to provide adequate resourcagpfmrt directors in understanding the
Company's business and matters to be acted ugmaat and committee meetings.

7. CEO Evaluation and Management Succession

- The Nominating and Corporate Governance CommitiBeonduct an annual review of the CEQO's perfanoe. The Nominating and
Corporate Governance Committee will provide a repbits findings to the Board of Directors (witp@ropriate recusals of the CEO and
other management directors, as necessary) to ethebloard to ensure that the CEO is providingoist leadership for the Company in the
long- and short-term.

- The Nominating and Corporate Governance Commdteeild report periodically to the Board on suciesplanning. The entire Board will
consult periodically with the Nominating and Corgier Governance Committee regarding potential ssocgso the CEO. The CEO shoulc
all times make available his or her recommendatirsevaluations of potential successors, aloniy avieview of any development plans
recommended for such individuals.

8. Annual Performance Evaluation

- The Board of Directors will conduct an annuafssialuation to determine whether it and its conteeis are functioning effectively. The
Nominating and Corporate Governance Committeeraileive comments from all directors and report atipdo the Board with a
assessment of the Board's performance, which witliscussed with the full Board. The assessmehfaeilis on the Board's contribution to
the Company and specifically focus on areas in vtie Board or management believes that the Baarftl gmprove.

9. Standards of Business Conduct and Ethics

- All of the Company's directors, officers and eayges are required to abide by the Company's ltargdsg Corporate Compliance
Program, which includes standards of business adrahd ethics. The Company's program and relatecedures cover all areas of
professional conduct, including employment poliognflicts of interests, protection of confidentiafiormation, as well as strict adherence to
all laws and regulations applicable to the conaddiche Company's business.
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- Any waiver of the Company's policies, principtgsguidelines relating to business conduct or etfoc executive officers or directors may
be made only by the Audit Committee and will berpptly disclosed as required by law or stock excleamsgulation.

INDEPENDENCE

The Board has determined that W. Bruce Hanks, @G@&bville, Jr., Virginia Boulet, James B. GardnBr,L. Hargrove, Jr., Fred R. Nichols,
Jim D. Reppond and Joseph R. Zimmel qualify aspeddent directors under the standards referreddeeaunder " - Governance
Guidelines."

MEETINGS AND CERTAIN COMMITTEES OF THE BOARD
During 2003, the Board held four regular meetingd six special meetings.

During 2003, the Board's Audit Committee held tezetings. The Audit Committee's functions are désdifurther below under "Report of
Audit Committee.”

The Board's Compensation Committee held six megtiluging 2003. The Compensation Committee's Ineemtivards Subcommittee held
one meeting during 2003. Both the Compensation Citieerand the Subcommittee are described furthembender "Executive
Compensation and Related Information - Report ah@ensation Committee Regarding Executive Compeaisati

The Board's Nominating and Corporate Governancerittee (the "Nominating Committee™) met nine tintesing 2003. The Nominating
Committee is responsible for, among other thingse€ommending to the Board nominees to serverastdrs and officers, (ii) monitoring
the composition of the Board and its committees,(eriodically reassessing the Company's corgogatvernance guidelines, (iv) leading the
Board in its annual review of the Board's perforoeand (v) reviewing annually the Chief Executiiic@r's performance and reporting to
the Board on succession planning for senior exeewtficers. For information on the Company's dioemomination process, see "- Director
Nomination Process" belo\

Each of the committees listed above is composeslysof independent directors under the standarfésresl to above under "- Governance
Guidelines." The Board has determined that R. Lrgieve, Jr. and James B. Gardner are audit comafittancial experts, as defined under
the federal securities laws.

If you would like additional information on the mmsibilities of the committees listed above, pteafer to the committees' respective
charters, which are exhibits to the Company's AhRegort on Form 10-K for the year ended Decemlie2803 and are posted on the
Company's website at www.centurytel.com.

The Company expects all of its directors to attdredCompany's annual shareholders meetings. Eesttali attended the 2003 annual
shareholders meeting.
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DIRECTOR NOMINATION PROCESS

Nominations for the election of directors at anrsl@reholder meetings may be made by the Board (thgoreceipt of recommendations
the Nominating Committee) or by any shareholdeeobrd who complies with the Company's bylaws. UWnke bylaws, any shareholder of
record interested in making a nomination (refetretdelow as "nominating shareholders") generallgndeliver written notice to the
Company's secretary not more than 180 days anésethan 90 days in advance of the first anniversbthe preceding year's annual
shareholder's meeting. For the Meeting this yéarBoard has nominated the four nominees listegeaboder "Election of Directors" to
stand for election as Class | directors, and noestidders submitted any nominations. For furthéasrmation on deadlines for submitting
nominations for the Company's 2005 annual sharensloheeting, see "Other Matters - Shareholder Natioins and Proposals.”

The written notice required to be sent by any nating shareholder must include (i) the name, agsinless address and residential address
of the nominating shareholder and any other peasting in concert with such shareholder, (ii) aespntation that the nominating
shareholder is a record holder of Voting Shared,iarends to make his nomination in person, (iidescription of all agreements among the
nominating shareholder, any person acting in cdvegh him, each proposed nominee and any othesgpepursuant to which the nomination
or nominations are to be made and (iv) varioustaiphical information about each proposed nomineduding principal occupation,
holdings of Voting Shares and other informationuieed to be disclosed in the Company's proxy staténThe notice must also be
accompanied by the written consent of each propneednee to serve as a director if elected, anaffiohavit certifying that the proposed
nominee meets the qualifications for service spetih the bylaws and summarized below. The Compaay require a proposed nominee to
furnish other reasonable information or certifioa. Shareholders interested in bringing befoteaaetholders meeting any matter other th
director nomination should consult the bylaws fdditional procedures governing such requests. Tdragany may disregard any nominat
or submission of any other matter that fails to pbmwith these bylaw procedures.

The Nominating Committee will consider candidatemimated by shareholders in accordance with thavis/ Upon receipt of any such
nominations, the Committee will review the submassior compliance with the bylaws, including deterimg if the proposed nominee meets
the bylaw qualifications for service as a direcidiese provisions disqualify any person who failsespond satisfactorily to any inquiry for
information to enable the Company to make anyfieations required by the Federal Communicationsm@dssion under the Anti-Drug
Abuse Act of 1988, or who has been arrested orictet/of certain specified drug offenses or engagesttions that could lead to such an
arrest or conviction.

Under the Company's corporate governance guidelinesNominating Committee assesses director catelichased on their independence,
diversity, age, character, skills and experienddéncontext of the needs of the Board. Althoughghidelines permit the Nominating
Committee to adopt additional selection guidelioesriteria, it has chosen not to do so. Instelagl Nominating Committee periodically
assesses skills and characteristics then requir¢iietbBoard based on the Board's configurationfahde challenges at the time of the
assessment. The Nominating Committee believedl#xible approach enables it to respond to chawgesed by director retirements and
industry developments. Although the Company does
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not have a history of receiving director nominatidrom shareholders, the Nominating Committee éonssthat it would evaluate any such
candidate on the same terms as other proposed eesjibut would place a substantial premium onnigigincumbent directors who are
familiar with the Company's management, operatibosiness, industry, strategies and competitivétippsand who have previously
demonstrated a proven ability to provide valualoletdbutions to the Board and the Company.

DIRECTOR COMPENSATION

Each director who is not an employee of the Comeeferred to as "outside directors” or "non-mamaget directors") is paid an annual fee
of $30,000 plus $2,000 for attending each regutzarB meeting, $2,500 for attending each speciat@Boeeting and $1,500 for attending
each meeting of a Board committee.

Currently the Vice Chairman of the Board is paigemental board fees at the rate of $100,000 @ar. yrhe Vice Chairman's duties include
(i) assisting the Chairman by facilitating commuations among the directors and monitoring the #is/of the Board's committees, (ii)
serving at the Chairman's request on the boardytampany in which the Company has an investn{@ftnonitoring the Company's
strategies and (iv) performing certain executivecegsion functions.

Currently (i) the chair of the Audit Committee igig supplemental board fees at the rate of $12)@0¢ear, (ii) the chair of the
Compensation Committee and the chair of the Norimgaommittee are each paid supplemental boarddet® rate of $8,000 per year, ¢
(iii) the chair of the Risk Evaluation Committeepiaid supplemental board fees at the rate of $G)@0¢ear.

The Company permits each outside director to defegipt of all or a portion of his or her fees. Amts so deferred earn interest equal to the
six-month Treasury bill rate. Each outside directal$o entitled to be reimbursed (i) for expensearired in attending meetings and (ii) uj
$5,000 per year for the cost of an annual physramination, plus related travel expenses andgtimated income taxes incurred by the
director in connection with receiving these reingmment payments.

Under the Company's 2002 Directors Stock Optiom Riatside directors are entitled to receive anguahts of options to purchase up to
6,000 Common Shares (with the actual number toeberohined by the Compensation Committee of the ddatlowing each annual meeti
of shareholders and upon joining the Board if othan by election at an annual meeting of sharetisldn 2003, the Board's Compensation
Committee granted each outside director non-gedlifiptions to purchase 6,000 Common Shares. In, 200£ompensation Committee
authorized each outside director to receive sutsgdo the Meeting non-qualified options to pure&has additional 6,000 Common Shares.

Prior to June 1, 2002, outside directors parti@igah the Company's Outside Directors Retiremesh.RUnder such plan, participating outs
directors with fully vested rights are entitledréxeive, upon normal retirement at age 70, $30p@0@ear, payable bireekly generally, in th
form of a life annuity (subject to certain limitesdceptions). Under the plan,
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participating outside directors can also receivpents upon early retirement at age 65, subjectt@in benefit reductions. In addition, the
plan provides certain disability and preretiremadth benefits. The Company has established attrfishd its obligations under the plan,
participants' rights to these trust assets are@ater than the rights of unsecured creditors. Utldeplan, participating outside directors
whose service is terminated in connection with @ange in control of the Company are entitled to ireca cash payment equal to the present
value of their vested plan benefits, determineddcordance with actuarial assumptions specifigberplan. In 2002, the plan was "frozen" to
(i) limit participation to outside directors sergias of May 31, 2002, (ii) limit benefits to thasecrued through May 31, 2002, and (iii) freeze
the annual payment for participants with fully \eektights at $30,000, which equaled the annuain@tglus the fee for attending one special
Board meeting as of May 31, 2002.

The Company's bylaws require it to indemnify iteedtors and officers to the fullest extent pernditty law so that they will be free from
undue concern about personal liability in connectigth their service to the Company. The Comparg/digned agreements with each of
those individuals contractually obligating it tcopide these indemnification rights.

PRESIDING DIRECTOR

As indicated above, the non-management directoet meexecutive session at least quarterly. Themanagement directors have selected
Virginia Boulet to preside over such meetings dy2®04. The Company's website posts informatiothermanner in which Ms. Boulet may
be contacted by interested parties.

RATIFICATION OF THE SELECTION OF THE INDEPENDENT AU DITOR
(ITEM 2 ON PROXY OR VOTING INSTRUCTION CARD)

The Company's 2003 financial statements were albjyeKPMG LLP. The Audit Committee of the Board leggpointed KPMG as
independent auditor of the Company for the fisearnyending December 31, 2004, and the Board isitirmgrthat appointment to the
Company's shareholders for ratification at the heget

Representatives of KPMG will be present at the Megetare expected to be available to respond toogpiate questions, and will also have
opportunity to make a statement if they desireasal. If the shareholders do not ratify the appoerit of KPMG by the affirmative vote of at
least a majority of the voting power present orespnted at the Meeting, the Audit Committee vaitlansider the selection of the indepen
auditor.

For additional information on KPMG, see "Reportloé Audit Committee” below.
THE BOARD UNANIMOUSLY RECOMMENDS A VOTE FOR THIS PR OPOSAL.
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VOTING SHARE OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

The following table sets forth information regamgliownership of the Company's Common Shares byéh @erson known to the Compan
beneficially own more than 5% of the outstandingr@won Shares, (ii) certain executive officers whe ot listed in the table included under
the heading "Election of Directors" and (iii) aflthe Company's directors and executive officera gsoup. Unless otherwise indicated, all
information is presented as of the Record Datdénseame manner described under "Election of Dirgtand all shares indicated as

beneficially owned are held with sole voting andestment power.

BENEFICIAL OWNER

Principal Shareholders:
Capital Research and Management Company
333 South Hope Street
Los Angeles, California 90071
Ariel Capital Management, Inc.
200 E. Randolph Drive, Suite 2900
Chicago, Illinois 60601
Regions Morgan Keegan Trust, as Trustee
(the "Trustee") of the ESOP
1807 Tower Drive
Monroe, Louisiana 71201
Certain Executive Officers:
R. Stewart Ewing, Jr.
David D. Cole
Karen A. Puckett

All directors and executive officers as of
the Record Date as a group (18 persons)

* Represents less than 1%.

AMOUNT AND
NATURE OF

BENEFICIAL PERCENT OF

OWNERSHIP OF
COMMON SHARES(1)

OUTSTANDING
COMMON SHARES(

7,748,330 (3)

7,292,374 (4)

7,203,532 (5)

393,035 (6)
376,636 (7)
338,766 (8)

4,047,760 (9)
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4%

1%

1%

9%

PERCENT
OF VOTING
POWER(2)

3.5%

3.3%

29.1%

3.3%



(1) Determined in accordance with Rule 13d-3 of $i#C based upon information furnished by the perdisted. In addition to Common
Shares, the Company has outstanding Preferred Stietevote together with the Common Shares asghestlass on all matters. One or m
persons beneficially own more than 5% of the PreteGhares; however, the percentage of total vatavger held by such persons is
immaterial. For additional information regarding tRreferred Shares, see page 1 of this proxy statefror additional information regarding
the investment power held by participants with eg$po their Restricted Stock and Plan Sharesfos#rote 2 to the table included under the
heading "Election of Directors."

(2) Based on the Company's records and, with reésped! shares held of record by the Trustee, haseinformation the Trustee periodically
provides to the Company to establish that cerththese shares entitle the Trustee to cast ters\pmeshare.

(3) Based on share information as of February @04Zontained in a Schedule 13G/A Report that @aRiesearch and Management
Company has filed with the SEC. In this report, i@dfResearch and Management Company indicatedijliais deemed to be the beneficial
owner of these shares as a result of acting astimeat advisor to various registered investmentpaonies, (ii) it holds no voting power with
respect to any of these shares and (iii) it distsdbeneficial ownership of all of these shareshisireport, Capital Research and Management
Company further indicated that these shares incd89,330 Common Shares that it has the rightqoise from the Company on or before
May 15, 2005 pursuant to purchase contracts indurd¢éhe Corporate Units of the Company benefigialvned by Capital Research and
Management Company.

(4) Based on information provided by Ariel Capitéhnagement, Inc., on March 19, 2003, Ariel Capiftahagement, Inc. beneficially owned
7,292,374 Common Shares, as to which it held saieg power with respect to 5,943,124 of such sharel sole dispositive power with
respect to 7,206,019 of such shares.

(5) Substantially all of the voting power attribblkato these shares is directed by the participafise ESOP, each of whom is deemed,
subject to certain limited exceptions, to tendahsinstructions as a "named fiduciary" for all #safexcept for PAYSOP shares) under such
plan, which requires the participants to direcirthietes in a manner that they believe to be pruded in the best interests of the participants
of the ESOP.

(6) Includes 21,939 shares of Restricted Stock,(B8)Option Shares that Mr. Ewing has the rigtadquire within 60 days of the Record
Date, and 36,347 Plan Shares allocated to his atconder the ESOP and
401(k) Plan.

(7) Includes (i) 14,729 shares of Restricted St@igk312,373 Option Shares that Mr. Cole has tgbtrto acquire within 60 days of the
Record Date, (iii) 26,410 Plan Shares allocatenig@mccounts under the ESOP and 401(k) Plan ahd,808 Plan Shares held directly by |
Cole's wife as a former employee of the Compareinaccounts under the ESOP and 401(k) Plan,wbith he disclaims beneficial
ownership.

(8) Includes 25,639 shares of Restricted Stock,(BIDOption Shares that Ms. Puckett has the r@ghtuire within 60 days of the Record
Date, 685 Plan Shares allocated to her accountr e ESOP and 401(k) Plan and 200 shares helasésdian for the benefit of Ms.
Puckett's children.

(9) Includes (i) 141,295 shares of Restricted St¢igk2,999,804 Option Shares that such individuzve the right to acquire within 60 days
of the Record Date, (iii) 146,428 Plan Shares alied to their respective accounts under the ES@R@h(k) Plan, (iv) 19,022 shares held of
record by the spouses of certain of these indivgw@es to which beneficial ownership is disclaimaad (v) 4,589 shares held as custodian for
the benefit of children of such individuals.

EXECUTIVE COMPENSATION AND RELATED INFORMATION

The following table sets forth certain informatim@garding the compensation of (i) the Company'efdakecutive Officer and (ii) each of the
Company's four most highly compensated executifiesss other than the Chief Executive Officer (ealively, the "named officers").
Following this table is additional information redang option grants and option exercises during@@r additional information, see " -
Report of Compensation Committee Regarding Exee@iempensation.”
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NAME AND CURRENT

PRINCIPAL POSITION

Glen F. Post, Ill 2003 $ 904,846
Chairman of the Board and 2002 787,594
Chief Executive Officer 2001 722,194

YEAR  SALARY

Karen A. Puckett(4) 2003 496,576
President and Chief 2002 420,600
Operating Officer 2001 389,929

R. Stewart Ewing, Jr 2003 461,558
Executive Vice President 2002 390,657
and Chief Financial 2001 365,981
Officer

Harvey P. Perry(5) 2003 358,116

Vice Chairman of the Board 2002 344,419
2001 333,118

David D. Cole 2003 345,734
Senior Vice President- 2002 331,111
Operations Support 2001 320,212

SUMMARY COMPENSATION TABLE

LONG-TERM
COMPENSATION AWARDS

AWARDS PAYOUTS

NO. OF

RESTRICTED SECURITIES  LONG-T
STOCK UNDERLYING  INCENT

BONUS

AWARDS(1) OPTIONS  PLAN PAY

$ 1,064,099 $ 0 320,000 $ 1

812,797
0

535,309
352,147
95,259

407,094
274,241
56,983

315,859
230,072
71,487

304,938
225,155
56,037

150,000 320,000 2
0 320,000

0 150,000
100,000 120,000

0 120,000

0 81,000 $
100,000 81,000

0 81,000

0 81,000 $
75,000 81,000

0 81,000

0 81,000 $
75,000 81,000

0 81,000

Aggregate
Shares of  Value at
Restricted December 31,

Name Stock 2003
Mr. Post 5,459 $ 178,073
Ms. Puckett 3,639 118,705
Mr. Ewing 3,639 118,705
Mr. Perry 2,729 89,020
Mr. Cole 2,729 89,020

(3) Comprised of the Company's (i) matching contidns to the
401(k) Plan, as supplemented by matching contobstunder the Company's Supplemental Dollars & &€ten, (ii) estimated premium
costs of arranging to pay death benefits to the
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IVE ALL OTHER
OUTS(2) COMPENSATION(3)

43,627 $ 165,783

39,804 90,190

0 96,885

0 92,564

0 58,309

0 58,951
42,992 86,298
72,215 59,651

0 60,328
42,992 75,937
72,215 57,353

0 59,248
42,992 74,771
72,215 55,393

0 56,828

(1) The chart below sets forth information as otBmber 31, 2003 regarding the named officers' hgklof Restricted Stock issued as a
special bonus in 2003 for extraordinary efforts andievements during 2002. One-third of this Ret&d Stock vested March 15, 2004, one-
third will vest on March 15, 2005, and otterd will vest on March 15, 2006. (This chart egfls neither (i) Restricted Stock issued in Fely
2004 nor (ii) Restricted Stock outstanding on Delsen81, 2003 that was issued free of all restmstim early 2004.)

Dividends are paid currently with respect to aliss of Restricted Stock described above. Foriadditinformation regarding the foregoing,
see "- Report of Compensation Committee Regardikegiive Compensation.”

(2) Reflects the value of Common Shares releasésboed as a result of performanmesed Restricted Stock and performance shares eah
in 1997 and 1998 becoming vested or earned in 8¢ and 2003, respectively, based on the appi@tia the market value of the
Common Shares during the preceding five-year peBe@ "-Report of Compensation Committee RegarBierutive Compensation-Prior



executive officers' beneficiaries in excess of éhpsovided generally for other employees undeiit-siolllar" life insurance policies discussed
further under "-Report of Compensation CommittegdRding Executive Compensation-Other Benefitsi)' ¢ontributions pursuant to the
ESOP, valued as of December 31 of each respeame(ss supplemented by contributions under thepaogis Supplemental Defined
Contribution Plan), and (iv) payment of cash allaegs in lieu of previously-offered perquisiteseach case for and on behalf of the named

officers as follows:

Cash
Life Allowance
401(k) Plan Insurance ESOP in Lieu of
Name Year  Contributions Premiums Contributions  Perquisites
Mr. Post 2003 $62,758 $0 $68,705 $34,320
2002 27,486 0 31,504 31,200
2001 34,197 2,600 28,888 31,200
Ms. Puckett 2003 30,730 0 33,949 27,885
2002 12,325 0 20,634 25,350
2001 13,449 744 19,408 25,350
Mr. Ewing 2003 28,981 0 29,431 27,885
2002 16,395 0 17,906 25,350
2001 16,785 1,274 16,919 25,350
Mr. Perry 2003 24,525 0 23,527 27,885
2002 15,367 0 16,636 25,350
2001 15,728 1,986 16,184 25,350
Mr. Cole 2003 24,051 0 22,835 27,885
2002 14,557 0 15,486 25,350
2001 15,717 711 15,050 25,350

(4) Ms. Puckett's employment with the Company comeed on July 24, 2000.

(5) Mr. Perry retired as Executive Vice Presidamd €hief Administrative Officer on December 31, 3p@nd has acted as non-executive

Vice-Chairman of the Board since January 1, 2004 agditional information on Mr. Perry, see "Electiof Directors."

OPTION GRANTS IN LAST FISCAL YEAR

BLE VALUE OF

IND IVIDUAL GRANTS POTENTIAL REALIZA

---------------------- OPTIONS AT AS SUMED ANNUAL

NUMBER OF % OFT OTAL RATES OF ST OCK PRICE

SECURITIES OPTI ONS APPRECIATION O VER TEN-YEAR

UNDERLYING  GRANTE D TO OPTION TERM

OPTIONS EMPLO YEES EXERCISE EXPIRATION ----comemmeeeee s
NAME GRANTED (1) IN 2 003 PRICE DATE (5%) (10%)

Glen F. Post, Ill........ 320,000 1 9% $27.48  2/24/13 $ 5,529,600 $ 14,016,000
Karen A. Puckett ........ 150,000 9% 27.48  2/24/13 2,592,000 6,570,000
R. Stewart Ewing, Jr..... 81,000 5% 27.48  2/24/13 1,399,680 3,547,800
Harvey P. Perry.......... 81,000 5% 27.48  2/24/13 1,399,680 3,547,800
David D. Cole............ 81,000 5% 27.48  2/24/13 1,399,680 3,547,800
All Shareholders(2)...... 144,364,168 - 27.76 - $ 2,520,326,224 $ 6,387,001,487

(1) One-third of these options became exercisablEabruary 24, 2004, one-third will become exeldsan February 24, 2005, and one-
third will become exercisable on February 24, 2006.
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(2) The amounts shown as potential realizable viuall shareholders, which are presented for canispn purposes only, represent the
aggregate net gain for all holders of Common Shaesf December 31, 2003, assuming a hypothetjtan to acquire 144,364,168
Common Shares (the number of such shares outstpadiaf such date) granted at $27.76 per sharevéigghted average exercise price ol
options granted in 2003) on February 24, 2003 apitiag on February 24, 2013, if the price of Comm®hares appreciates at the rates
shown in the table. There can be no assuranc¢hihgiotential realizable values shown in the tablebe achieved. The Company neither
makes nor endorses any prediction as to futur&k stedormance.

AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR AND FISCAL YEAR-END OPTION

VALUES

NO. OF

SHARES

ACQUIRED NUMBER OF SECURITIES VALUE OF UN EXERCISED

ON VALUE UNDERLYING UNEXERCISED IN-THE-MONEY OPTIONS AT
NAME EXERCISE  REALIZED OPTIONS AT DECEMBER 31, 2003 DECEMBER 3 1, 2003
EXERCISABLE UNEXERCISABLE EXERCISABLE UNEXERCISABLE

Glen F. Post, Ill....... 85,027  $1,703,201 1,037,216 639,996 $7,898,271 $ 2,134,388
Karen A. Puckett ....... 0 0 220,000 270,000 710,455 954,595
R. Stewart Ewing, Jr.... 51,800 1,045,299 256,060 161,998 1,843,744 540,265
Harvey P. Perry......... 127,257 2,163,656 156,000 162,000 201,965 540,265
David D. Cole........... 0 0 258,375 161,998 1,925,354 540,265

REPORT OF COMPENSATION COMMITTEE REGARDING EXECUTIV E COMPENSATION

GENERAL. The Board's Compensation Committee, eitlvectly or through its Incentive Awards Subcontegt monitors and approves the
compensation of the Company's executive officatmjiaisters the Company's incentive compensatiograras, and performs other related
tasks. The Committee is composed entirely of Boaethbers who qualify as independent directors utitde€Company's corporate governe
guidelines and "non-employee directors” under Réle-3 promulgated under the Securities ExchangeoAt934. The Subcommittee is
composed entirely of Committee members who alsdifgjues "outside directors" under Section 162(mj}ha# Internal Revenue Code. If you
would like additional information on the responitlgs of the Compensation Committee, please reféis charter, which is filed as an exhi
to the Company's Annual Report on Form 10-K forytbar ended December 31, 2003 and is posted dbdimpany's website at
www.centurytel.com.

Compensation Objectives. During 2003, the Commétggied the following compensation objectivesammection with its deliberations:

- compensating the Company's executive officerh gatlaries higher than those of similarly-situad&dcutives at comparable companies, if
justified by corporate and individual performat

- providing a substantial portion of the executivsnpensation in the form of incentive compensatiased upon
(i) the Company's short and long-term performangk(d) the individual, departmental or divisioredhievements of the executives

- encouraging team orientation, and
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- providing sufficient benefit levels for executsvand their families in the event of disabilityndss or retirement.

In addition, to the extent that it is practicabfela@onsistent with the Company's executive comp&msabjectives, the Committee seeks to
comply with Section 162(m) of the Internal Reve@grle and any regulations promulgated thereunddeétively, "Section 162(m)") in
order to preserve the tax deductibility of perfonoe-based compensation in excess of $1 milliorigpeble year to each of the named
officers. If compliance with Section 162(m) confliavith the Committee's compensation objectiveis apntrary to the best interests of the
shareholders, the Committee will pursue its objesti regardless of the attendant tax implications.

Overview of 2003 Compensation. As described furbetow, the Company's executive compensation foB2@as comprised of:

- salary

- an annual cash incentive bonus

- long-term incentive compensation in the form @rgs of stock options in 2003 and the payout oéimtive awards granted in 1998, and
- other benefits typically provided to executivésomparable companies, all as described furthiembe

For each such component of compensation, the Coytyopammpensation levels were compared with thos®wiparable companies.

During the Fall of 2002, the Committee retainedrafependent consulting firm to assist the Companyonnection with implementing its
officer compensation programs for 2003. The coirsyfirm compared the Company's officer compenseatiiothat of a national group of
companies. This group included a number of telecamoations companies (including several of the peenpanies referred to in the
Company's stock performance graph appearing elsewlsgein), but also included other companiestibae revenue levels similar to the
Company's.

SALARY. The salary of the Chief Executive Officardaeach other executive officer is based primanmiythe officer's level of responsibility
and comparisons to prevailing salary levels forilsinofficers at comparable companies. Based upovey data, recommendations of the
Committee's independent consulting firm and the gamy's Chief Executive Officer, and other consitlers, the Committee in February
2003 increased the salary of the Chief Executiic@fby 8.8% and the salaries of each of the Camwigaother named officers by between
4.1% to 11.8%. The Committee believes these 2088gavere consistent with its primary objectiven$uring that the executive officers
receive salaries in excess of median salariefasly-situated executives when warranted by coafmand individual performance.

ANNUAL INCENTIVE BONUS PROGRAMS. The Company maita (i) a shareholder-approved short-term incergnggram for certain
of its executive officers and (ii) an annual indeatbonus program for the Company's other offieard managers. In
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connection with both of these bonus programs, thegznsation Committee, either directly or througHrncentive Awards Subcommittee,
annually establishes target performance levelglamdmount of bonus payable if these targets atewinéch typically is defined in terms of
percentage of each officer's salary. For 2003Ctvamittee recommended target bonuses ranging f¥nté 60% of each executive office
salary if the targets were met, with up to douhkest amounts if the targets were substantiallyeslexd and no bonuses if certain minimum
target performance levels were not attained. Tigetdbonus payable to the Company's Chief Exec@f¥ieer for 2003 performance was
based solely upon the Company's overall finan@aigpmance measured in terms of operating incoroethrand specified levels of return
cash flow measured in relation to the performarfcegroup of peer companies, subject to the "negatiscretion” of the Committee to
reduce the bonus payment. The bonuses payablehioo#zer executive officer were based upon the sargorate performance goals
established for the Chief Executive Officer, subjeche "negative discretion" of the Chief ExewatDfficer to reduce the bonus payment
based on an assessment of the officer's perfornturagg 2003, including an assessment of the degradich such officer attained his or
her individual performance goals for 2003.

Based on the Company's 2003 performance, the ERifutive Officer received a bonus equal to 118%i®P003 salary. Applying the
standards described above, each other named afficeived a bonus between approximately 88% anéoldfthis or her 2003 salary. The
Committee elected to pay these 2003 incentive lEmimscash.

STOCK INCENTIVE PROGRAMS. The Company's currentgdarm incentive compensation programs authorigdrtbhentive Awards
Subcommittee to grant stock options and variousragtock-based incentives to key personnel. OrleeoSubcommittee’s central goals with
respect to stock incentive awards is to strengthemelationship between compensation and growthdmmarket price of the Common She
and thereby align the executive officers' finanaigérests with those of the Company's sharehalders

Incentives granted under these programs becomeigsable based upon criteria established by the @ubiéttee. The Subcommittee
generally determines the size of option grants dasethe recipient's responsibilities and duties, @n information furnished by the
Subcommittee's consultants regarding stock optiantjges among comparable companies. Since 200 Cdammittee's general philosophy
has been to award annual option grants as oppodacyer, multi-year grants.

2003 Grants. During 2003, the Compensation Comenétearded to the Company's officers stock optionghe terms further described
elsewhere herein. The Committee determined theafite 2003 option grants based on informatiomifsiied by the Committee's indepenc
consulting firm relating to the long-term incentiv@mpensation practices among other comparable @oiesm Based on the consulting firm's
recommendations, the Committee granted awardscto eeecutive officer having a value, determinedaurttie Black-Scholes valuation
methodology, commensurate with long-term incendiweards to similarly-situated executives at othenparable companies.
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Prior Grants. During 1997, 1998 and 1999, the Cdtemiawarded to the Company's officers long-terrentive compensation in the form of
(i) time-vested restricted stock which will genéralest on or about the fifth anniversary of thargrdate and (ii) performandmsed restricte
stock and performance shares which will vest cedrmed based on appreciation of the market valtieed€ompany's Common Shares over a
five-year period. These grants vested or were eamearly 2002, 2003 and 2004, respectively.

OTHER BENEFITS. The Company maintains certain brbased employee benefit plans in which the exeeufficers are generally
permitted to participate on terms substantiallyilsinto those relating to all other participantshigct to certain legal limitations on the
compensation on which benefits and contributiong breabased. The Board has determined to have th&uy's matching contribution
under the 401(k) Plan invested in Common Shares $o further align employees' and shareholdemhtial interests. The Company also
maintains the ESOP, which serves to further aligpleyees' and shareholders' interests.

Prior to the Sarbanes-Oxley Act of 2002, the Corgdanded supplemental life insurance benefitsswfficers in excess of those generally
afforded to employees. These benefits were provieduant to endorsement "split-dollar” insurangeeaments between the Company and
its officers. Under each of these agreements, timgany and the officer's beneficiaries shared #ahdbenefits payable upon the officer's
death under a life insurance policy procured byGbenpany, with the beneficiaries receiving preregtient death benefits of four times the
officer's annual salary less group life insuraneedfits (or postetirement death benefits of two times the offearinual salary less group |
insurance benefits), and the Company receivingeailaining death benefits. In response to unceigsgiais to whether these arrangements
the Company's executive officers violated the SaebeOxley Act, in mid-2002 the Company suspendedg#yment of further premiums
under the "split-dollar" policies insuring the Isvef its executive officers. In November 2003, @@mpensation Committee approved
restructured arrangements with the executive affiae order to alleviate such uncertainties, ad ag&potential adverse tax consequences of
new tax regulations adopted in 2003. Under thesteugtured arrangements with each executive offiber Company is authorized to (i)
surrender the insurance policy insuring such officeexchange for cash from the policy equal todbggregate premiums the Company had
previously paid to fund such policy, (ii) terminat® prior "split-dollar" insurance agreement watinch officer and transfer ownership of the
related policy to such officer, (iii) forfeit itsght to receive death benefits under such relat#idypand (iv) adopt a new plan providing
substitute supplemental life insurance benefitstéoexecutive officers. This new plan, among othérgs, would obligate the Company to
pay premiums on the executive officers' respedtisarance policies sufficient to provide the sareatd benefits available under the prior
agreements, and entitle the executive officeratahmse additional post-retirement coverage at thusit and to receive "gross-up" cash
payments in amounts sufficient to compensate trrim€éome and employment taxes incurred as a rethie Company's premium
payments. The Company expects to implement theseictured arrangements during the second qudr2a0zt.
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Additionally, the Company makes available to itBoafrs various defined benefit retirement plansiphtare described below under " -
Pension Plans"), various nonqualified supplemewgakfit plans, cash allowances in lieu of previgusfered perquisites, and a disability
salary continuation plan.

COMPENSATION OF CHIEF EXECUTIVE OFFICER. The crirstandards and methodology used by the ComnatideSubcommittee

in reviewing and establishing the Chief Executiviicer's salary, bonus and other compensationteresame as those used with respect to all
other executive officers, as described above. 8sutised above under " - Salary," based on itswevielata compiled by the Committee's
independent consulting firm and other informatit® Committee raised the annual salary of the CEwefcutive Officer by 8.8% during 20!

to $925,000. The Chief Executive Officer also reedia cash bonus of $1,064,099 for 2003 performander the Company's shareholder-
approved short-term incentive plan. In additiorrjrly 2003 the Chief Executive Officer was grantgtians to purchase 320,000 shares, as
described further herein.

Submitted by the Compensation Committee of the Boak of Directors.
C.G. Melville, Jr. (Chairman) James B. Gardner JimD. Reppond
COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

One of the members of the Compensation CommitbeeDJ Reppond, was an officer of the Company ptiohnis retirement in 1996. Mr.
Reppond is not a member of the Committee's Incertivards Subcommittee, which administers the Comipancentive compensation ple
and programs and is comprised solely of Committembrers who qualify as "outside directors" undettiacd 62(m).

PENSION PLANS

SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN. The Compamyaintains a Supplemental Executive Retirement Rlan
"Supplemental Pension Plan") pursuant to whichagexfficers who have completed at least five y@diservice are generally entitled to
receive a monthly payment upon attaining earlyamal retirement age under the plan. The follovitadge reflects the approximate annual
retirement benefits that a participant with theigated years of service and compensation level emagct to receive under the Supplemental
Pension Plan assuming retirement at age 65. Egtitgment may be taken at age 55 by any participéhtten or more years of service, with
reduced benefits.
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Y ears of Service

Compensation 5 10 15 20 25

$ 400,000 $ 60,000 $ 120,000 $140,000 $160,000 $180,000
500,000 75,000 150,000 175,000 200,000 225,000
600,000 90,000 180,000 210,000 240,000 270,000
700,000 105,000 210,000 245,000 280,000 315,000
800,000 120,000 240,000 280,000 320,000 360,000
900,000 135,000 270,000 315,000 360,000 405,000
1,000,000 150,000 300,000 350,000 400,000 450,000
1,100,000 165,000 330,000 385,000 440,000 495,000
1,200,000 180,000 360,000 420,000 480,000 540,000

The above table reflects the annual benefits payabn normal retirement under the SupplementatiBerPlan assuming such benefits will
be paid in the form of a monthly lifetime annuitydabefore reductions relating to the receipt ofifldgecurity benefits as described below.
The actual amount of an officer's monthly paymemntar the Supplemental Pension Plan is equal &%ipf the officer's "average monthly
compensation” (defined below) times the officegang of service during his first ten years with @mmpany plus (ii) 1% of the officer's
"average monthly compensation” times his yearepfise after his first ten years with the Compamy {0 a maximum of 15 additional
years), minus (iii) 4% of his estimated monthly Bb&ecurity benefits times his years of servicthwle Company (up to a maximum of
years). Payments to retired officers under thimfda are increased by 3% per year to reflect colting increases. "Average month
compensation” means the officer's average montypensation during the 36 consecutive month peritiiin his last ten years of
employment in which he received his highest comatms. Participants added to the plan after JaniaPP00 receive credit only for service
while a plan participant.

Under the Supplemental Pension Plan, the numbenedited years of service at December 31, 20032bagars for Mr. Post, three years for
Ms. Puckett, 21 years for Mr. Ewing, 19 years far Merry, and 21 years for Mr. Cole. The compensatipon which benefits are based
under such plan is the aggregate amount of compiensaported for 2003 for each respective officeder the columns in the Summary
Compensation Table appearing above that are ehtalary” and "Bonus."

BROAD-BASED PENSION PLAN. The Company also mainsagnqualified defined benefit plan (the "Qualifflein") pursuant to which
most of the Company's employees (including offigarnso have completed at least five years of serareegenerally entitled to receive
payments upon attaining early or normal retirenagy@ under the plan. The Company further maintamsnaqualified defined benefit plan
(the "Non-Qualified Plan") designed to pay suppletakretirement benefits to officers in amountsada the benefits that such officers
would otherwise forego under the Qualified Plan ttufederal limitations on the amount of benefidyable to highly compensated
participants of qualified plans.
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The following table reflects the approximate ta@ahual retirement benefits that a participant whthindicated years of service and annual
compensation level may expect to receive unde@Qilaified and Non-Qualified Plans (collectivelyettBroad-Based Pension Plan®)

assuming retirement at age 65 during 2004. Up@inatg age 55, participants with at least five geafrservice may elect to receive reduced
early retirement benefits.

Years of Service

Compensation 5 10 15 20 25

30

$ 400,000 $ 18,840 $ 37,690 $ 56,530 $ 75,370 $ 94,210 $ 113,060
500,000 23,840 47,690 71,530 95,370 119,210 143,060
600,000 28,840 57,690 86,530 115,370 144,210 173,060
700,000 33,840 67,690 101,530 135,370 169,210 203,060
800,000 38,840 77,690 116,530 155,370 194,210 233,060
900,000 43,840 87,690 131,530 175,370 219,210 263,060
1,000,000 48,840 97,690 146,530 195,370 244,210 293,060
1,100,000 53,840 107,690 161,530 215,370 269,210 323,060
1,200,000 58,840 117,690 176,530 235,370 294,210 353,060

The above table approximates the total annual isnefyable under the Broad-Based Pension Plaméisgyin addition to the assumptions
stated above) that such benefits will be paid enftrm of a monthly lifetime annuity. The actual@mt of a participant's total monthly

payment is equal to the sum of (i) his number @afrgef service under the plan (up to a maximumOofears) multiplied by 0.5% of his final
average pay plus (ii) his number of years of servieder the plan (up to a maximum of 30 years)iplidtl by 0.5% of his final average pay
in excess of his compensation subject to Socialifgdaxes (as determined under the plan). Faseghmurposes, "final average pay" means

the participant's average monthly compensatiomdutie 60 consecutive month period within his tastyears of employment in which he
received his highest compensation.

Under the Broad-Based Pension Plan, each nameaioffther than Ms. Puckett began to receive cfeditears of service on January 1,
1999. Ms. Puckett began receiving credit for yeduservice on July 24, 2000. The compensation wgoich benefits are based under such

plan is the aggregate amount reported for 2008dich such officer under the columns in the Sumr@aryppensation Table appearing above
that are entitled "Salary" and "Bonus."

CHANGE-IN-CONTROL ARRANGEMENTS

The Company has agreements with each of its execafficers which entitle any such officer whoésrhinated without cause or resigns
under certain specified circumstances within tlyegrs of any change in control of the Company)toe@eive a lump sum cash severance

payment equal to three times the sum of such e%i@nual salary and bonus, (ii) receive any suthitional cash payments as may be
necessary to
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compensate him or her for any federal excise tarmpssed upon contingent change in control paymemts(iii) continue to receive certain
welfare benefits for three years.

Under the above-referenced agreements, a "changmtrol" of the Company would be deemed to ocqaomu(i) any person (as defined in
the Securities Exchange Act of 1934) becoming @eeficial owner of 30% or more of the outstandirap®hon Shares or 30% or more of
combined voting power of the Company's voting séiest, (i) a majority of the Company's directorsity replaced, (iii) consummation of
certain mergers, substantial asset sales or sibisiness combinations, or (iv) approval by theefhalders of a liquidation or dissolution of
the Company.

In the event of a change in control of the Compaimy,Company's benefit plans provide, among otfiags, that all restrictions on
outstanding restricted stock will lapse, all outsliag stock options will become fully exercisalpantom stock units credited under the
Company's supplemental defined contribution plahlvei converted into cash and held in trust, anst{petirement health and life insurance
benefits will vest with respect to certain currant former employees. In addition, participantthim Supplemental Pension Plan who are
terminated without cause or resign under certagtifipd circumstances within three years of thengieain control will receive a cash
payment equal to the present value of their plarefies (after providing age and service creditsipto three years), determined in accord:
with actuarial assumptions specified in the plan.

PERFORMANCE GRAPH

The graph below compares the cumulative total $tedder return on the Common Shares with the cunwvelaotal return of the S&P 500
Index and the S&P Integrated Telecommunicationgi&es Index (the "S&P Telecom Index") for the pdricom December 31, 1998 to
December 31, 2003, in each case assuming (i) thestment of $100 on January 1, 1999 at closingprim December 31, 1998 and (ii)
reinvestment of dividends. The data was provide¥&lye Line, Inc.

[PERFORMANCE GRAPH]
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December 31,

1998 1999 2000 2001 2002 2003
CenturyTel......cccceviiiiinnns $100.00 $105.73 $80.27 $74.13 $66.86 $74.76
S&P 500 IndeX.......ccceeverannne. 100.00 119.62  107.49 93.47 71.63 90.53
S&P Telecom Index(1)................ 100.00 108.96 75.34 65.16  48.64 48.43

(1) The S&P Telecom Index consists of ALLTEL Corgiion, AT&T Corporation, BellSouth Corporation, i2éns Communications
Company, Qwest Communications International InBC¥ommunications Inc., Sprint Corp. FON Group,i¥@n Communications Inc., ai
the Company. The index is publicly available.

CERTAIN TRANSACTIONS

The Company paid fees of $874,388 to The Boles Eam for legal services rendered to the Compar3003. William R. Boles, Jr., a
director of the Company since 1992, is Presidedtaadirector and practicing attorney with such fimich has provided legal services to the
Company since 1968.

During 2003, the Company purchased $399,599 ofredatcontracting services from a firm owned bydoy Hebert, a director of the
Company.

During 2003, the Company paid approximately $268 00interest and commitment fees to Regions Barntsicapacity as a participating
lender under the Company's credit facility arranged syndicated by JP Morgan Chase Bank, Wachaidk ,BN.A. and their affiliates. As
disclosed elsewhere herein, an affiliated trusfRegions Bank, acting in its capacity as trustemefCompany's ESOP, is the record holder of
5.1% of the Common Shares. The president of a megjmffice of Regions Bank is the brothertaw of William R. Boles, Jr., a director of t
Company. For several decades, Regions Bank orattepessors in northeast Louisiana have provideideavariety of banking and trust
services to the Company.

During 2003, the Company paid $98,448 to a reattesirm owned by the brother of Harvey P. Perrgliractor of the Company. In exchange
for such payments (approximately $12,520 of whieswsed to compensate subcontractors and vendbte eecoup other out-of-pocket
costs), such firm provided a variety of servicethwespect to numerous real estate transactiogsvieral states, including locating and
analyzing properties suitable for purchase or leamsknegotiating purchase or lease terms withathé bwners.

During 2003, the Company paid Rhonda Woodard $&8if08alary and bonus for serving as Director o§tGmer Service Centers. Ms.
Woodard is the sister-in-law of David Cole, an axae officer of the Company, and has been an eyegl@f the Company since 1991.

During 2003, the Company paid Rickey Lowery appradely $78,686 in salary and bonus for serving lead database analyst technician.
Mr. Lowery has been an employee of the Companyesli®89 and has been the son-in-law of Harvey Ry Pedirector of the Company,
since 1990.

26



During 2003, the Company paid Martha Amman $82j8%&alary and bonus for serving as Manager, Empémtrand Staffing. Ms. Amman
is the sister of Harvey P. Perry, a director of@mmpany, and has been an employee of the Comjiacgy 5998.

During 2003, the Company paid H. Parnell Perry$68,533 in salary and bonus for serving as a fei@m Mr. Perry is the son of Harvey P.
Perry, a director of the Company, and has beenmrgliogee of the Company since 1988.

During 2003, the Company paid Dale Shields $61j@3f&lary and bonus for serving as Manager of Bisk Safety, and allowed his wife to
use the Company's aircraft in connection with aicge@mergency. Mr. Shields is the son-in-law oLRHargrove, Jr., a director of the
Company, and has been an employee of the Compacy $983.

As an accommaodation to the heirs of the Compargceased founder, Clarke M. Williams, in May 2008 @ompensation Committee of the
Board approved the sale of options to purchased880Common Shares that were originally granted toWllliams as executive
compensation. The options were sold to Bear Stea@s., Inc. by Mr. Williams' surviving spouse ahyl trusts created for the benefit of one
of her grandchildren and her three daughters, dictuthe wife of Harvey P. Perry, the Company'seM@hairman of the Board. Under the
Company's incentive compensation plans, options meape transferred to non-family members unlesittion holder is deceased and the
transfer is approved by the Compensation Committee.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMRINCE

The Securities Exchange Act of 1934 requires the@amy's executive officers and directors, amongrstito file certain beneficial
ownership reports with the SEC. During 2003, eaadtetive officer of the Company and its Controfited one late Form 4 that reported the
grant of stock options on February 24, 2003 deedridlsewhere herein. Each such form was filed aydate due to a clerical oversight. In
addition, Harvey P. Perry, the Vice Chairman of Board, filed one additional late Form 4 that répdrtwo transactions by his wife. The
delinquent form was filed within two hours of th&8 p.m. Eastern time filing deadline based ongthed faith belief that the SEC's extended
10:00 p.m. Eastern time filing deadline was in effehen, in fact, the extension had been annoubuedas not yet in effect.

REPORT OF AUDIT COMMITTEE
ACTIVITIES OF COMMITTEE

The Audit Committee of the Board of Directors isremtly composed of five directors, all of whom tiiyaas independent directors under the
Company's corporate governance guidelines.

Management is responsible for the Company's inteargrols and the financial reporting process. Toenpany's independent auditor is
responsible for performing an
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independent audit of the Company's consolidateghfifal statements in accordance with generallymedeauditing standards and to issue a
report thereon. The Committee's responsibilitpismbnitor and oversee these processes.

In this context, the Committee has met and heldugisions with the Company's management, its inteuditors and its independent auditor,
KPMG LLP. Management represented to the Commitiaethe Company's consolidated financial statemeatse prepared in accordance
with generally accepted U.S. accounting principtes] the Committee has reviewed and discussedtisolidated financial statements with
management and KPMG. The Committee discussed Wili®& matters required to be discussed by Statenoandaiditing Standards No. 61
and 90 (Communication with Audit Committees).

KPMG also provided to the Committee the writterctisures required by Independence Standards Baandi&d No. 1 (Independence
Discussions with Audit Committees). The Committesedssed with KPMG that firm's independence, antsictered the effects that the
provision of non-audit services may have on KPM@dependence.

Based on and in reliance upon the reviews and sksoos referred to above, and subject to the ltraita on the role and responsibilities of
the Committee referred to in its charter, the Cotreairecommended that the Board of Directors irelingé audited consolidated financial
statements in the Company's Annual Report on FdrK for the year ended December 31, 2003.

OTHER INFORMATION

KPMG has acted as independent certified publictaudr the Company since 1977, and has been selégst the Audit Committee to serve
again in that capacity for 2004. The following &bkts the aggregate fees and costs billed by KRMits affiliates to the Company and its
subsidiaries for the 2002 and 2003 services idedtlielow:

Amount Billed

2002 20 03
Audit FEES (1).iiiiiiiiiiiiiieiie e $1,641,000 $1,68 2,000
Audit-Related FEES(2)...uuuvvrveviiieieeaaiaiieeeee s 129,000 19 5,000
Tax FEeS(3).coiimiiiiiieiiie i veeeeee 1,869,000 1,12 2,000
All Other FEES(4)..coevieiiiiiiiiiiieaeceee 21,000 2,000
Total $3,660,000 $3,00 1,000

(1) Includes the cost of services rendered in cotimre with auditing the Company's annual consoéddinancial statements for each
applicable year and reviewing the Company's qugrtierancial statements for such year, as welladitang the financial statements of sew
of the Company's telephone subsidiaries and vapauserships included in the Company's discontinuigeless operations; also includes
services rendered in connection with reviewingGoenpany's registration statements and issuing atheftbers.

(2) Includes the cost of (i) auditing the Compargsefit plans;

(i) close out audits of the financial statemerftsarious partnerships included in the Companyssatitinued wireless operations; (iii) general
accounting consulting services; and

(iv) services rendered in connection with the Conymimplementation of Section 404 of the SarbaDeley Act of 2002.
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(3) Includes costs associated with (i) assistangeeéparing income tax returns; (ii) assistancé wérious tax audits;

(iii) assistance with the Company's divestituré®fvireless business; and (iv) general incomeptarning, consultation and compliance. Of
these aggregate amounts, for 2002 approximately,$88, and for 2003 approximately $124,000, iskattable to fees and costs associated
with the Company's divestiture of its wireless bess in August 2002.

(4) Substantially all of such amounts for 2002 ratated to assistance provided in connection witingernal audit department review of the
Company's information technology function.

The Audit Committee maintains written procedurest tiequire it to annually pre-approve the scopalladuditing services to be performed by
the Company's independent auditor. The Commitpresedures prohibit the independent auditor froovisling any noraudit services unle
the service is permitted under applicable law a@ngré-approved by the Audit Committee or its Chainirhe Chairman is authorized to pre-
approve projects expected to cost no more tharD880provided the total cost of all projects prer@ped by the Chairman during any fiscal
quarter does not exceed $100,000. The Audit Coraenlitis pre-approved the Company's independenbatalpprovide up to $40,000 per
quarter of miscellaneous tax services that do anstitute discrete and separate projects. The Eiviencial Officer is required periodically
to advise the full Committee of the scope and observices not pre-approved by the full Commiti&hough applicable regulations waive
these pre-approval requirements in certain limgiecumstances, the Audit Committee did not useglhvesiver provisions in either 2002 or
2003.

The Audit Committee has considered whether theipimv of KPMG's non-audit services is compatibléhwhnaintaining KPMG's
independence.

If you would like additional information on the pmsibilities of the Audit Committee, please rdfeits charter, which is an exhibit to the
Company's Annual Report on Form 10-K for the yeatesl December 31, 2003 and is posted on the Corigpanpsite at
www.centurytel.com.

Submitted by the Audit Committee of the Board of Diectors.

James B. Gardner R.L.H argrove, Jr.
(Chairman) Fred R. Nichol
Virginia Boulet Joseph R. Zimmel

OTHER MATTERS
QUORUM AND VOTING OF PROXIES

The presence, in person or by proxy, of a majarftthe total voting power of the Voting Sharesés@ssary to constitute a quorum to
organize the Meeting. Shareholders voting or ahistgifrom voting on any issue will be counted asspnt for purposes of constituting a
guorum to organize the Meeting.
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If a quorum is present, directors will be electgdphurality vote and, as such, withholding authpti vote in the election of directors will not
affect whether the nominees named herein are dlesteindicated above, the affirmative vote of tlidders of a majority of the voting power
present or represented at the Meeting will be regluio ratify the appointment of the independenlitan. Shares as to which the proxy hol
have been instructed to abstain from voting will In@ treated as present or represented for purpdsesh vote, and will therefore not affect
the outcome of the vote.

Under the rules of the New York Stock Exchangekérs who hold shares in street name for customagsvote in their discretion on the
election of directors and the ratification of th@paintment of the independent auditor when theyehat received voting instructions from
beneficial owners. If brokers who do not receivéinginstructions do not exercise such discretignating power (a "broker non-vote"),
shares that are not voted will be treated as ptésepurposes of constituting a quorum to organiEeMeeting but not present for purpose
voting to elect directors or ratify the appointmehthe independent auditor. Because the electialirectors must be approved by plurality
vote and the ratification of the independent auditast be approved by a majority of the voting popresent or represented at the Meeting,
broker non-votes with respect to these mattersneillaffect the outcome of the voting.

Voting Shares represented by all properly execptegies received in time for the Meeting will beted at the Meeting. A proxy may be
revoked at any time before it is exercised by dilimith the Secretary of the Company a written reion or a duly executed proxy bearing a
later date, or by attending the Meeting and votmpgerson. Unless revoked, all properly executexips will be voted as specified and, if no
specifications are made, will be voted in favottef nominees and the ratification of the appointnoéthe independent auditor.

Management has not timely received any noticeatsdtareholder desires to present any matter fammaat the Meeting in accordance with
the Company's bylaws (which are described belomd,is otherwise unaware of any matter for actiostgreholders at the Meeting other
than the election of directors and the ratificatidthe appointment of the independent auditor. @felosed proxy and voting instruction
cards, however, will confer discretionary votinghaarity with respect to any other matter that megperly come before the Meeting. It is the
intention of the persons named therein to votecooedance with their best judgment on any suchematt

SHAREHOLDER NOMINATIONS AND PROPOSALS

In order to be eligible for inclusion in the Compan2005 proxy materials pursuant to the federaxyprules, any shareholder proposal to
action at such meeting must be received at the @agip principal executive offices by November 23042, and must comply with applicable
federal proxy rules. In addition, the Company'salmd require shareholders to furnish timely writtetice of their intent to nominate a
director or bring any other matter before a shddsrs' meeting, whether or not they wish to inclttr proposal in the Company's proxy
materials. In general, notice must
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be received by the Secretary of the Company betiMesember 6, 2004 and February 5, 2005 and musatospecified information
concerning, among other things, the matters torbedht before such meeting and concerning the bblter proposing such matters. (If the
date of the 2005 annual meeting is more than 38 dasglier or later than May 6, 2005, notice mustdaeived by the Secretary of the
Company within 15 days of the earlier of the datemhich notice of such meeting is first mailed baseholders or public disclosure of the
meeting date is made.) For additional informatiartieese procedures, see "Corporate GovernanceetdirNomination Process."

ANNUAL REPORT AND FINANCIAL INFORMATION

Appendix A includes the Annual Financial Statememd Review of Operations of the Company in thenfor which they were filed with the

Securities and Exchange Commission on March 124 28(art of the Company's Annual Report on Forri I6r the year ended December
31, 2003. The Company expects to mail a copy afutamary annual report for the year ended DeceBihe2003 on or about the date that it
mails this Proxy Statement to its shareholders.

You may obtain a copy of the Company's Form 1040rewithout charge by writing to Stacey W. Gofécgetary, CenturyTel, Inc., 100
CenturyTel Drive, Monroe, LA 71203, or by visititige Company's website at www.centurytel.com.

Neither Appendix A nor the Company's summary annebrt is to be regarded as proxy soliciting mate
By Order of the Board of Directors

/sl Stacey W Coff
Stacey W Coff
Secretary

Dated: March 24, 2004
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MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

RESULTS OF OPERATIONS
OVERVIEW

CenturyTel, Inc. ("CenturyTel") and its subsidiarie a regional integrated communications compaggged primarily in providing local
exchange, long distance, Internet access and dafizes to customers in 22 states. For the yeazcebe:cember 31, 2003, local exchange
telephone operations provided 87% of the consa@itlatvenues of CenturyTel and its subsidiaries"@unpany"). The Company's local
exchange telephone operations derive revenuesgrowiding (i) local telephone services, (ii) netlk@ccess services and

(iii) other related services.

On July 1, 2002, the Company acquired the locahamge telephone operations of Verizon Communicgtibrt. (“Verizon") in the state of
Alabama for approximately $1.022 billion cash. Omgéist 31, 2002, the Company acquired the localan@h telephone operations of
Verizon in the state of Missouri for approximat&ty.179 billion cash. The results of operationstfier Verizon assets acquired are reflected in
the Company's consolidated results of operatiohsexyuent to each respective acquisition. See "Atprs" below and Note 2 of Notes to
Consolidated Financial Statements for additionfrimation. During 2003, the Company also acquiibdrftransport assets in five central
U.S. states (which the Company operates underatme.ightCore) for $55.2 million cash.

On August 1, 2002, the Company sold substantidiligfats wireless operations principally to anibfite of ALLTEL Corporation ("Alltel") ir
exchange for an aggregate of approximately $1.88rbin cash. As a result, the Company's wirelegerations for the years ended Decen
31, 2002 and 2001 have been reflected as disc@utioperations on the Company's consolidated statsroé&income and cash flows. For
further information, see "Discontinued Operatiohefow.

During the three years ended December 31, 200F; ¢hepany has acquired and sold various other apagtthe impact of which has not
been material to the financial position or resafteperations of the Company.
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The net income of the Company for 2003 was $344llfom compared to $801.6 million during 2002 &$@¥43.0 million during 2001.
Diluted earnings per share for 2003 was $2.38 coetpt $5.61 in 2002 and $2.41 in 2001. Income foommtinuing operations (and diluted
earnings per share from continuing operations) $&t.7 million ($2.38), $193.5 million ($1.35) a$#l49.1 million ($1.05) for 2003, 2002
and 2001, respectively. In accordance with the isiors of Statement of Financial Accounting Staddaxo. 142, "Goodwill and Other
Intangible Assets" ("SFAS 142"), amortization obdwill ceased effective January 1, 2002. If theittssof operations for the year ended
December 31, 2001 been subject to the provisiol®=&S 142, income from continuing operations (aihated earnings per share) would
have been $195.4 million ($1.37) and net income @ifuted earnings per share) would have been $398lion ($2.81).
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Year ended December 31,

Operating income
Telephone
Other
Corporate overhead costs allocable to disco
operations

Interest expense

Income from unconsolidated cellular entity
Nonrecurring gains and losses, net

Other income and expense

Income tax expense

Income from continuing operations
Discontinued operations, net of tax

Net income
Net income, as adjusted for goodwill amortization

Basic earnings per share

From continuing operations

From continuing operations, as adjusted for
goodwill amortization

From discontinued operations

From discontinued operations, as adjusted f
goodwill amortization

Basic earnings per share

Basic earnings per share, as adjusted for
goodwill amortization

Diluted earnings per share
From continuing operations
From continuing operations, as adjusted for
goodwill amortization
From discontinued operations
From discontinued operations, as adjusted f
goodwill amortization
Diluted earnings per share
Diluted earnings per share, as adjusted for
goodwill amortization
Average basic shares outstanding

Average diluted shares outstanding

2003 20

(Dollars, except per
and shares in

$ 688,114 543
62,282 43
ntinued
- (11
750,396 575
(226,751) (221
6,160 5
- 3
2,154 (63
(187,252) (105
344,707 193
- 608
$ 344,707 801
$ 344,707 801
$ 240
$ 240
$ -
or
$ -
$ 240
$ 240
$ 238
$ 238
$ -
or
$ -
$ 238
$ 238
143,583 141
144,700 142

02

share amounts,

thousands)

,113 423,420
,568 22,098
,275) (20,213)
,406 425,305
,845) (225,523)
,5682 7,592
,709 33,043
,814) 32
,505) (91,368)
,5633 149,081
,001 193,950
,624 343,031
,624 399,297
1.36 1.06
1.36 1.39
4.29 1.38
4.29 1.45
5.66 2.43
5.66 2.83
1.35 1.05
1.35 1.37
4.26 1.36
4.26 1.43
5.61 241
5.61 2.81
,613 140,743
,879 142,307



Contributions to operating revenues and operatingrme by the Company's telephone and other opesatio each of the years in the three-
year period ended December 31, 2003 were as fall

Year ended December 31, 2003 2002 2001
Operating revenues
Telephone operations 87.0% 87.9 89.7
Other operations 13.0% 121 10.3
Operating income
Telephone operations 91.7% 94.4 99.6
Other operations 8.3% 7.6 5.2
Corporate overhead costs allocable to disconti nued operations -% (2.0) (4.8 )

In addition to historical information, this managemtis discussion and analysis includes certaindoaviooking statements that are based on
current expectations only, and are subject to abaurof risks, uncertainties and assumptions, méamyhach are beyond the control of the
Company. Actual events and results may differ nigtgifrom those anticipated, estimated or projddfeone or more of these risks or
uncertainties materialize, or if underlying assuon prove incorrect. Factors that could affecuaktesults include but are not limited to:
timing, success and overall effects of competiffom a wide variety of competitive providers; thgks inherent in rapid technological
change; the effects of ongoing changes in the atigul of the communications industry; the Compaabiéity to effectively manage its
growth, including integrating newly-acquired busises into the Company's operations, hiring adequatders of qualified staff, and
successfully upgrading its billing and other infation systems; possible changes in the demandrfaricing of, the Company's products
services; the Company's ability to successfullyoititice new product or service offerings on a tinggly cost-effective basis; the Company's
ability to collect its receivables from financialiopubled communications companies; other risksregfced from time to time in this report or
other of the Company's filings with the Securitiesl Exchange Commission; and the effects of mamergéfactors such as changes in
interest rates, in tax rates, in accounting pdicepractices, in operating, medical or administeacosts, in general market, labor or
economic conditions, or in legislation, regulatampublic policy. These and other uncertaintieatesl to the business are described in greatel
detail in Item 1 to the Company's Annual ReporFonm 10-K for the year ended December 31, 2003. afewcautioned not to place undue
reliance on
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these forward-looking statements, which speak anlgf the date of this report. The Company undesgao obligation to update any of its
forward-looking statements for any reason.

TELEPHONE OPERATIONS

The Company conducts its telephone operationsral,rsuburban and small urban communities in 2@sta\s of December 31, 2003,
approximately 70% of the Company's 2.4 million ascknes were in Wisconsin, Missouri, Alabama, Axéas and Washington. The
operating revenues, expenses and income of the &urigtelephone operations for 2003, 2002 and 208%ummarized below.

Year ended December 31, 2003 2002 20 01

(Dollars in thousands)
Operating revenues

Local service $ 754,063 604,580 491, 529
Network access 1,135,223 972,303 874, 458
Other 182,694 156,709 139, 746
2,071,980 1,733,592 1,505, 733

Operating expenses
Plant operations 505,786 433,187 380, 466
Customer operations 167,594 148,502 117, 080
Corporate and other 259,635 211,924 186, 483
Depreciation and amortization 450,851 396,866 398, 284
1,383,866 1,190,479 1,082, 313
Operating income $ 688,114 543,113 423, 420

Local service revenues. Local service revenues@riged from the provision of local exchange tetapd services in the Company's service
areas. Of the $149.5 million (24.7%) increase galservice revenues in 2003, $130.1 million waes whuthe properties acquired from
Verizon in the third quarter of 2002. Of the renia@n$19.4 million increase, $8.4 million was duehe provision of custom calling features
to more customers and $5.9 million was due to amed rates in certain jurisdictions. Of the $118illion (23.0%) increase in local service
revenues in 2002, $102.8 million was due to thausstiipn of the Verizon properties in 2002. The ening $10.3 million increase was
primarily due to a $7.6 million increase resultingm the provision of custom calling features toreoustomers and a $1.8 million increase
due to increased rates in certain jurisdictionscess lines declined 38,400 (1.6%) during 2003 coetht a decline of 19,600 (1.1%) in 2(
(exclusive of acquisitions). The Company believes
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the decline in the number of access lines durir@32ihd 2002 is primarily due to general economiwd@@mns in the Company's markets and
the displacement of traditional wireline teleph@eevices by other competitive services, includimg€ompany's DSL product offering. Even
as the economy recovers, the Company believestiyatebound in access lines will be limited by ¢wntéd access line losses caused
primarily by the impact of other competitive seedc Based on current conditions, the Company es@@ciess lines to decline between 1 and
2% for 2004.

Network access revenues. Network access revenegsiararily derived from charges to long distanompanies and other customers
access to the Company's local exchange carrierG")L.Betworks in connection with the completion wfieirstate or intrastate voice and data
transmissions. Certain of the Company's interstateork access revenues are based on tariffedsachasges filed directly with the Federal
Communications Commission ("FCC"); the remaindeswath revenues are derived under revenue shariaggaments with other LECs
administered by the National Exchange Carrier Aigdion. Intrastate network access revenues aredbaséariffed access charges filed with
state regulatory agencies or are derived undenteveharing arrangements with other LECs.

Network access revenues increased $162.9 milli6r8¢a) in 2003 and $97.8 million (11.2%) in 2002 doi¢he following factors

2003 2002
increase increase
(decrease) (decrease)

(Dollars in thousands)

Acquisitions of Verizon properties in third quarter 2002 $ 146,941 98,014
Increased recovery from the federal Universal Servi ce Fund ("USF") 250 13,832
One-time refund of access charges to interexchange carriers 7,645 (7,645)

Intrastate revenues due to decreased minutes of use
access rates in certain states

Partial recovery of increased operating costs throu
revenue sharing arrangements with other telephon
increased recovery from state support funds and

Rate changes in certain jurisdictions

Revision of prior year revenue settlement agreement

Other, net

and decreased
(6,798) (27,740)

gh
e companies,
return on rate base 4,116 9,756
2,472 5,600
s 9,983 1,912
(1,689) 4,116
$ 162,920 97,845

As indicated in the chart above, in 2003 the Comgaperienced a reduction in its intrastate rever{agclusive of the properties acquired
from Verizon in 2002) of approximately $6.8 millignimarily due to (i) a reduction in intrastate mies (partially
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due to the displacement of minutes by wirelessedactronic mail services) and
(i) decreased access rates in certain statescdinesponding decrease in 2002 compared to 200B24ag million. The Company believes
intrastate minutes will continue to decline in 2p84hough the magnitude of such decrease cannotduésely estimated.

The Company anticipates that revenue derived ftemewision of prior year revenue settlement ageremwill be lower in 2004 compared to
2003 levels.

Other revenues. Other revenues include revenugedeio (i) leasing, selling, installing, maintaigiand repairing customer premise
telecommunications equipment and wiring ("CPE smwI), (ii) providing billing and collection senés for long distance carriers and (iii)
participating in the publication of local directesi Other revenues increased $26.0 million (16 &%ing 2003, substantially all of which is
due to the properties acquired from Verizon intthied quarter of 2002. Other revenues increasedditillion (12.1%) in 2002, of which
$18.2 million was due to the properties acquirednfiverizon in 2002.

Operating expenses. Plant operations expensegd2008 and 2002 increased $72.6 million (16.8%) %5217 million (13.9%), respectively.
Of the $72.6 million increase in 2003, $74.8 milliwas due to the properties acquired from Verizothe third quarter of 2002. The
remaining $2.2 million decrease was due to a $5llifomdecrease in information technology expersed a $5.2 million decrease in repair
and maintenance expenses. Such decreases weadlyaftset by a $4.8 million increase in accespanses and $4.7 million increase in
salaries and benefits. Of the $52.7 million inceems2002, $58.4 million was attributable to thepgerties acquired from Verizon in 2002 and
$13.8 million related to increases in salaries lewkefits. Such increases were partially offset B@&4 million decrease in access expenses
primarily as a result of changes in certain opti@madling plans in Arkansas approved in late 200d a $3.0 million decrease in repairs and
maintenance expense.

Customer operations, corporate and other expensesased $66.8 million (18.5%) in 2003 and $56.8iani(18.7%) in 2002. Of the $66.8
million increase in 2003, $65.4 million relatedth@ Verizon acquisitions in 2002. The remainingéase of $1.4 million was due primarily
(i) a $14.0 million increase in operating taxesjchhincluded a $7.5 million charge arising out afieus operating tax audits in 2003, and (ii)
a $6.7 million increase in information technologypenses largely attributable to the Company's

A-9



development of the new billing system describedwalnder "Development of Billing System". Such e&ses were partially offset by (i) a
$16.0 million decrease in the provision for uncdilele receivables (as 2002 was adversely impauyettie establishment of a $15.0 million
reserve for uncollectible receivables primarilyatet to the bankruptcy of MCI (formerly WorldComgl), whereas 2003 was positively
impacted by a $5.0 million reduction in the prowisifor uncollectible receivables due to the paréabvery of amounts previously written off
related to the bankruptcy of MCI) and (ii) a $4.8lion decrease in customer service expenses. ©$86.9 million increase in 2002, $47.2
million related to the Verizon acquisitions in 200he remaining increase of $9.7 million was dueprily to a $7.7 million increase in
salaries and benefits, a $4.6 million increaseustamer service expenses and a $3.9 million inerga#he provision for uncollectible
receivables (attributable to the above-mentionéabéishment of a $15.0 million reserve for uncdilele receivables primarily related to the
bankruptcy of MCI which was partially offset by &h1.1 million reduction in the provision for unaattible receivables for non-carrier
customers). Such increases were partially offset $%.0 million decrease in operating taxes antl.4 #illion decrease in expenses related to
the provision of CPE services.

Depreciation and amortization increased $54.0 oml(i13.6%) in 2003 and decreased $1.4 million ().#P2002. Of the $54.0 million
increase in 2003, $50.9 million was due to the prigs acquired from Verizon in 2002. The remairimgease is primarily due to an incre
in depreciation expense due to higher levels aftglaservice in incumbent markets. Of the $1.4iarildecrease in 2002, $58.0 million
related to ceasing amortization of goodwill effeetdanuary 1, 2002 in accordance with the provis@frSFAS 142. Such decrease was
substantially offset by $38.0 million of depreatetiand amortization related to the properties aegurom Verizon in 2002 and a $21.8
million increase in depreciation expense due thdidevels of plant in service in incumbent mark&tse composite depreciation rate for the
Company's telephone properties was 7.0% for 20@8p 6or 2002 and 6.8% for 2001.

Other. For additional information regarding certaiatters that have impacted or may impact the Cogipdelephone operations, see
"Regulation and Competition".
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OTHER OPERATIONS

Other operations includes the results of contingipgrations of subsidiaries of the Company whiehrent included in the telephone segment
including, but not limited to, the Company's nogutated long distance operations, Internet oparatioompetitive local exchange carrier
("CLEC") operations and fiber transport operatiddsring 2003, the Company paid $55.2 million cashdquire fiber transport assets in five
central U.S. states (which the Company operatesruhe name LightCore). The operating revenuesresgs and income of the Company's
other operations for 2003, 2002 and 2001 are suimethbelow.

Year ended December 31, 2003 2002 200 1

(Dollars in thousands)
Operating revenues

Long distance $ 173,884 146,536 117, 363
Internet 79,933 58,665 39, 057
Other 54,948 33,203 17, 351
308,765 238,404 173, 771

Operating expenses
Cost of sales and operating expenses 226,693 180,076 142, 919
Depreciation and amortization 19,790 14,760 8, 754
246,483 194,836 151, 673
Operating income $ 62,282 43,568 22, 098

Long distance revenues increased $27.3 million7@3.and $29.2 million (24.9%) in 2003 and 2002pesdively. The $27.3 million increase
in 2003 was primarily attributable to the growthtfre number of customers and increased minuteseof£82.6 million), primarily due to
penetration of the markets acquired from VerizoB002. Such increase was partially offset by aekes® in the average rate charged by the
Company ($5.3 million). The $29.2 million increase2002 was primarily attributable to the growthtle number of customers and increased
average minutes of use ($34.8 million), partialfiset by a decrease in the average rate chargéteb§ompany per minute of use ($5.8
million). The Company anticipates that increaseahjgetition will continue to place downward pressonerates. The number of long distance
customers as of December 31, 2003, 2002, and 2@8Japproximately 769,760, 648,790, and 465,87pemvely.
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Internet revenues increased $21.3 million (36.3%%003 and $19.6 million (50.2%) in 2002 due priigeto growth in the number of
customers, principally due to the expansion ofGoenpany's DSL product offering.

Other revenues increased $21.7 million (65.5%) aritydue to (i) $16.7 million of revenues assoethwith the Company's LightCore
operations and

(i) a $4.3 million increase in revenues in the Qamy's CLEC business primarily due to an increasedber of customers, including those
acquired in connection with the purchase of cer@liEC operations on February 28, 2002. Other reegimcreased $15.9 million in 2002,
which $15.1 million was due to increased revenndgbé Company's CLEC business, primarily due toatheve-referenced CLEC acquisition
in early 2002.

Cost of sales and operating expenses increasefl §diion (25.9%) in 2003 primarily due to (i) a4® million increase in expenses
associated with the Company's long distance operatof which $7.4 million was due to increasedrpegts to other carriers due to higher
minutes of use partially offset by a decrease érttie per minute of use; $2.8 million was duerténarease in the provision for doubtful
accounts; and $2.4 million was due to an increa$glling and collection costs); (ii) a $16.4 milfi increase in expenses associated with the
Company's Internet operations due to an increageinumber of customers; and (iii) a $10.4 millinorease in expenses associated with the
Company's LightCore operations.

Cost of sales and operating expenses increased 88ifion (26.0%) in 2002 primarily due to (i) a$® million increase in expenses
associated with the Company's long distance opersafof which $13.4 million was due to increasegnpants to other carriers due to higher
minutes of use partially offset by a decrease érttie per minute of use; $5.3 million was reldtethcreased sales and marketing costs; $2.2
million was due to an increase in the provisiondoubtful accounts; and $2.3 million was due taremease in billing and collection costs);

(i) an $11.8 million increase in expenses assediatith the Company's CLEC operations primarily thuthe expansion of the business and
operations acquired in the first quarter of 2008 €ii) a $12.3 million increase associated witpanding the Company's Internet operations
due to an increase in customers. Such increasespaetially offset by a $7.4 million reduction irpenses primarily due to the increased
intercompany profit with regulated affiliates (the
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recognition of which in accordance with regulatapgounting principles acts to offset operating esps).

Depreciation and amortization increased $5.0 milliv2003 and $6.0 million in 2002 primarily dueincreased depreciation expense in the
Company's CLEC and fiber transport businessesu@aty LightCore).

Certain of the Company's service subsidiaries pe@wmanagerial, operational, technical, accountimjaministrative services, along with
materials and supplies, to the Company's telepbohsidiaries. In accordance with regulatory acdagnintercompany profit on transactions
with regulated affiliates has not been eliminatedannection with consolidating the results of agiens of the Company. When the regule
operations of the Company no longer qualify for aipplication of Statement of Financial Accountirtgrélards No. 71, "Accounting for the
Effects of Certain Types of Regulation" ("SFAS 7B\ch intercompany profit will be eliminated irbsequent financial statements, the
primary result of which will be a decrease in opi@agexpenses applicable to the Company's telepbpagtions and an increase in operating
expenses applicable to the Company's other opagafithe amount of intercompany profit with regulaadfiliates which was not eliminated
was approximately $28.5 million, $29.5 million a$22.0 million in 2003, 2002 and 2001, respectivElyr additional information applicable
to SFAS 71, see "Regulation and Competition -- Okatters."

INTEREST EXPENSE

Interest expense increased $4.9 million in 2008 arily due to $7.5 million of interest associateithwarious operating tax audits. Such
increase was partially offset by reduced intergpease due to a decrease in average debt outsgandin

Interest expense decreased $3.7 million in 2002alaedecrease in average debt outstanding andated rates.
INCOME FROM UNCONSOLIDATED CELLULAR ENTITY

Income from unconsolidated cellular entity was $®ilion in 2003, $5.6 million in 2002 and $7.6 tiwh in 2001. Such income represents
the Company's share of income from its 49% intareatcellular partnership.
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NONRECURRING GAINS AND LOSSES, NET
In 2002, the Company recorded a pre-tax gain of $8llion from the sale of a PCS license.

In 2001, the Company's net favorable nonrecurriegtax gains were $33.0 million. The Company reedrd pre-tax gain on the sale of its
remaining shares of llluminet Holdings, Inc. ("Hhinet") common stock aggregating $54.6 million (B3/illion after-tax; $.25 per diluted
share) and a pre-tax gain of $4.0 million ($2.6ioml after-tax; $.02 per diluted share) on the sdleertain other assets. Additionally in 2001,
the Company recorded pre-tax charges of $25.5ani{$16.6 million after-tax; $.12 per diluted shatae to the write-down in the value of
certain non-operating investments in which the Canypowns a minority interest.

OTHER INCOME AND EXPENSE

Other income and (expense) was $2.2 million in 20$83.8 million) in 2002 and $32,000 in 2001. lmt#d in 2002 was a $59.9 million pre-
tax charge related to the Company's payment of ijprarin connection with redeeming its Series | reketable notes, net of unamortized
premium.

INCOME TAX EXPENSE

The Company's effective income tax rate (from cuaritig operations) was 35.2%, 35.3% and 38.0% ir82R002 and 2001, respectively.
decrease in the effective tax rate in 2002 compr@®01 is primarily attributable to the effectagfasing amortization of goodwill (some of
which was nondeductible for tax purposes) effecliasuary 1, 2002 in accordance with the provis@SFAS 142. In 2003, the Company
reduced the valuation allowance related to ne¢ stperating loss carryforwards as it was moreyikiean not that future taxable income will
be sufficient to enable the Company to utilize eipa of the operating loss carryforwards. For éiddal information, see Note 12 to the
Company's consolidated financial statements appgaisewhere in this report. The Company expestsfiective income tax rate to increase
in 2004 due to an increase in the effective staterne tax rate.
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DISCONTINUED OPERATIONS

On August 1, 2002, the Company sold substantidiligfats wireless operations to Alltel and certaither purchasers for an aggregate of
approximately $1.59 billion in cash. As a resuie Company's wireless operations for 2002 have teftatted as discontinued operations in
the Company's consolidated financial statements.r&ébults of operations for 2001 have been restatednform to the 2002 presentation.
The following table summarizes certain informatammcerning the Company's wireless operations p#riods presented.

2002 200 1

Year ended December 31, (Dollars in thousands )
Operating revenues $ 246,705 437, 965
Operating expenses, exclusive of corporate overhead costs

of $11.3 million and $20.2 million (175,447) (305, 351)
Income from unconsolidated cellular entities 25,768 19, 868
Minority interest expense (8,569) (11, 510)
Gain on sale of discontinued operations 803,905 -
Nonrecurring gains - 166, 928
Other income 188 4, 707
Income tax expense (284,459) (118, 657)
Income from discontinued operations, net of tax $ 608,091 193, 950

Included in operating expenses for 2002 is a $80lon charge associated with a write-off of athaunts expended to develop the wireless
portion of the Company's billing system currentlydevelopment. Depreciation and amortization ofiived assets and amortizable
intangibles related to the Company's wireless djpgraceased effective March 19, 2002, the date@fCompany's definitive sales agreen
with Alltel. Such cessation of depreciation and amation had the effect of reducing depreciatiod amortization expense approximately
$20 million in 2002.

The Company recorded an $803.9 million pre-tax gaitthe sale of substantially all of its wirelessiness in the third quarter of 2002.
Nonrecurring gains for 2001 relate to the sale®PES licenses to Leap Wireless International,
For further information, see Notes 3 and 13 toGbenpany's consolidated financial statements appgatsewhere in this report.
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ACQUISITIONS AND RELATED FINANCING ARRANGEMENTS

On July 1, 2002, the Company completed the acauisitf approximately 300,000 telephone access liméise state of Alabama from
Verizon for approximately $1.022 billion cash. Ongust 31, 2002, the Company completed the accpnsif approximately 350,000
telephone access lines in the state of Missoum fterizon for approximately $1.179 billion cash.

On May 6, 2002, the Company issued and sold innglemwritten public offering $500 million of equitynits. Net proceeds to the Company
from this issuance were approximately $483.4 milliBach of the 20 million equity units issued waseqd at $25 and consists initially of a
beneficial interest in a CenturyTel senior unsedurete with a principal amount of $25 and a contragurchase shares of CenturyTel
common stock no later than May 2005. The senicesiotature in May 2007. Each purchase contracieiierally require the holder to
purchase between .6944 and .8741 of a share ofigdiel common stock in May 2005 based on the thereat price of CenturyTel comm
stock in exchange for $25, subject to certain ddjests and exceptions. Accordingly, upon full settént of the purchase contracts in May
2005, the Company will receive proceeds of $500ianiland will deliver between 13.9 million and 1#fllion common shares in the
aggregate. The senior notes are pledged by theisald secure their obligations under the purchasé&racts. The total distributions on the
equity units will be at an initial annual rate 0885%, consisting of interest (6.02%) and contealjtistment payments (0.855%), each pay
quarterly. On or after miékebruary 2005, the senior notes will be remarkeaedhich time the remarketing agent will resetititerest rate ¢
the senior notes in order to generate sufficieat@eds to secure the holder's obligation undeptinehase contract. In the event of an
unsuccessful remarketing, the Company will exeritgsseght as a secured party to dispose of th@s&wtes and satisfy in full the holder's
obligation to purchase common stock under the @seltontract.

On July 22, 2002, the Company entered into $800amibf credit facilities, consisting of a $533 fioh three-year facility and a $267 million
364-day revolving facility which lapsed during 200hese facilities replaced credit facilities thatured during the third quarter of 2002.
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In the third quarter of 2002, the Company issue@0$billion of senior notes due 2012 (which beaeiiast at 7.875%) and $165 million of
convertible senior debentures (which bear inteatdt75% and which may be converted into shar€eoturyTel common stock at a
conversion price of $40.455 per share).

The Company used proceeds from the sale of eqnity,senior notes and convertible senior debesfaieng with the $1.59 billion cash
proceeds received from the sale of substantiallgfahe Company's wireless operations and utiliradf its credit facilities, to finance the
third quarter 2002 acquisitions of telephone proeeiin Alabama and Missouri from Verizon which eggated $2.201 billion, the redempt

of $400 million principal amount in remarketablebtisecurities (plus an associated $71.1 milliompuen payment) in October 2002, and the
Company's fourth quarter 2002 estimated tax paymeérith aggregated $290 million and included thkgaltion to pay taxes associated with
the sale of substantially all of its wireless opierss.

In June and December 2003, the Company purchasednciber transport assets for an aggregate pfapmately $55.2 million. In the
fourth quarter of 2003, the Company acquired arntiatal 24.3% interest in a telephone company incwlit owned a majority interest for
$32.4 million cash.

ACCOUNTING PRONOUNCEMENTS

On January 1, 2003, the Company adopted Staterh&ntancial Accounting Standards No. 143, "Accongtfor Asset Retirement
Obligations" ("SFAS 143"), which addresses finaha@ounting and reporting for legal obligations@sated with the retirement of tangible
long-lived assets and requires that the fair value liability for an asset retirement obligatioa fecognized in the period in which it is
incurred and be capitalized as part of the boolevaf the long-lived asset.

Although the Company generally has had no legagabbn to remove obsolete assets, depreciati@s i@t certain assets established by
regulatory authorities for the Company's telephaperations subject to Statement of Financial ActiagrStandards No. 71, "Accounting for
the Effects of Certain Types of Regulation" ("SFAB), have historically included a component fanoeal costs in excess of the related
estimated salvage value. Notwithstanding the adopif SFAS 143, SFAS 71 requires the Company tdirmea to reflect this accumulated
liability for removal costs in excess of
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salvage value even though there is no legal oliligab remove the assets. For the Company's tetepbperations acquired from Verizon in
2002 and its other operations (neither of whichsatgiect to SFAS 71), the Company has not accruieditity for anticipated removal costs
in the past. For these reasons, the adoption ofSSHS8 did not have a material effect on the Comigdimancial statements.

In May 2003, the Financial Accounting Standardsrassued Statement of Financial Accounting Stasel&lo. 150, "Accounting for
Financial Instruments with Characteristics of bobilities and Equity" ("SFAS 150"), which providatandards for how an issuer classifies
and measures certain financial instruments withiattaristics of both liabilities and equity. SFAS0lis effective for financial instruments
entered into or modified after May 31, 2003 andd@-existing instruments as of the beginning efftlst interim period beginning after June
15, 2003. The adoption of SFAS 150 did not haveatenal impact on the Company's financial condittomesults of operations.

In December 2002, the Financial Accounting Stansl@alard issued Statement of Financial Accountiragn@irds No. 148, "Accounting for
Stock-Based Compensation” ("SFAS 148"). SFAS 1#8ctve for fiscal years ending after December 202, amends Statement of
Financial Accounting Standards No. 123, "AccounfimgStock-Based Compensation" ("SFAS 123") to me\alternative methods of
transition for a voluntary change to the fair vatoethod of accounting for stock-based compensaltioaddition, SFAS 148 amends the
disclosure requirements of SFAS 123 to require jment disclosure in both annual and interim finahstatements about the method of
accounting for stock-based compensation and tleetedf the method used on reported results. Thegaaghas elected to account for
employee stock-based compensation using the iftnadue method in accordance with Accounting Rples Board Opinion No. 25,
"Accounting for Stock Issued to Employees," asvedid by SFAS 123.

In November 2002, the Emerging Issues Task FoleE F") reached a consensus on EITF 00-21, "Accogrfior Revenue Arrangements
with Multiple Element Deliverables." This releasideesses how to account for arrangements that mvayvie the delivery or performance of
multiple products, services or rights to use ass#ser this release, revenue arrangements witkipteuteliverables should be divided into
separate units of accounting based on their reldisiivr value. The final consensus was
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applicable to agreements entered into in periodinbéng after June 15, 2003. The adoption of EIDF2Q did not have a material impact on
the Company's results of operations.

CRITICAL ACCOUNTING POLICIES

The Company's financial statements are preparaddardance with accounting principles that are galyeaccepted in the United States. -
preparation of these financial statements requir@sagement to make estimates and judgments tleat #fie reported amounts of assets,
liabilities, revenues and expenses. Managemeninzaily evaluates its estimates and judgments dintuthose related to (i) revenue
recognition, (ii) allowance for doubtful accoun(isi) purchase price allocation, (iv) pension arabspetirement benefits and (v) long-lived
assets. Actual results may differ from these egéma he Company believes the following criticad@mting policies involve a higher degree
of judgment or complexity.

Revenue recognition. Certain of the Company's telap subsidiaries participate in revenue sharirangements with other telephone
companies for interstate revenue and for certamstate revenue. Under such sharing arrangenwehish are typically administered by
quasi-governmental agencies, participating teleplfemmpanies contribute toll revenue or access eBamithin state jurisdictions and access
charges in the interstate market. These revenegsoaled by the administrative agencies and usegintburse exchange carriers for their
costs. Typically, participating companies have 2thths to update or correct data previously subthits a result, revenues earned through
the various sharing arrangements are initially réed based on the Company's estimates. Historjaalysions of previous revenue estimates
have not been material.

Certain of the Company's telephone subsidiarieddififfs directly with the Federal Communicatiddsmmission ("FCC") for certain
interstate revenues. Generally, the Company recurds revenue at the authorized rate of returrcgtesi by the FCC. If amounts are billed
in excess of the authorized rate of return, sudegxis subject to refund upon request from olecommunications carriers and customers.
Amounts not requested for refund by carriers otamsrs are recognized as revenues at the end eéttlement period, which is generally
months subsequent to the two-year monitoring
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periods. See Note 19 to the Company's consolidatadcial statements appearing elsewhere in tiiertdor additional information.

Allowance for doubtful accounts. In evaluating twdlectibility of its accounts receivable, the Caang assesses a number of factors,
including a specific customer's or carrier's apild meet its financial obligations to the Compattg length of time the receivable has been
past due and historical collection experience. Basethese assessments, the Company records laaificpnd general reserves for
uncollectible accounts receivable to reduce thetedl accounts receivable to the amount the Compltimyately expects to collect from
customers and carriers. If circumstances changearomic conditions worsen such that the Compamasscollection experience is no lon
relevant, the Company's estimate of the recovetybifi its accounts receivable could be furtherusstl from the levels reflected in the
accompanying consolidated balance sheet.

Purchase price allocation. For the properties aeddrom Verizon in 2002, the Company allocatedabgregate purchase price to the assets
acquired and liabilities assumed based on fairevatuthe date of acquisition. The fair value ofgemy, plant and equipment and identifiable
intangible assets was determined by an indeperaggmaisal of such assets. The fair value of thérgii®ment benefit obligation was
determined through actuarial valuations. The falug of current assets and current liabilities agesumed to approximate the recorded value
at acquisition due to their short maturity. The agmng unallocated acquisition cost was considgaatiwill.

Pension and postretirement benefits. The amouatgnézed in the financial statements related tesjmnand postretirement benefits are
determined on an actuarial basis, which utilizesyressumptions in the calculation of such amouktEgnificant assumption used in
determining the Company's pension and postretiremgrense is the expected long-term rate of regarplan assets. For 2003, the Company
lowered its expected long-term rate of return @nmssets to 8.25%, reflecting the expected maderat long-term rates of return in the
financial markets. For 2002, such expected retuas assumed to be 10%.

Another assumption used in the determination ofdbmpany's pension and postretirement benefit gdigations is the appropriate discount
rate, which is generally based on the yield on ftjghlity corporate bonds. The Company loweredstsuiemed
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discount rate to 6.0% at December 31, 2003 frorf%.at December 31, 2002. Changes in the discotemticanot have a material impact on
the Company's results of operations.

See "Pension and Medical Costs" for additionalrimfation.

Intangible and long-lived assets. Effective Janudarg002, the Company was subject to testing faaimment of long-lived assets under two
new accounting standards, Statement of Financiabating Standards No. 142, "Goodwill and Otheamgfible Assets" ("SFAS 142") and
Statement of Financial Accounting Standards No, 1Adcounting for the Impairment or Disposal of Igghived Assets" ("SFAS 144").

SFAS 142 requires goodwill recorded in businesshinations to be reviewed for impairment at leastuedly and requires write-downs only
in periods in which the recorded amount of goodesiteeds the fair value. Under SFAS 142, impairmégbodwill is tested by comparing
the fair value of the reporting unit to its carnyimalue (including goodwill). Estimates of the faalue of the reporting unit are based on
valuation models using techniques such as multipiesrnings (before interest, taxes and depreciand amortization). If the fair value of
the reporting unit is less than the carrying valueecond calculation is required in which the iegfair value of goodwill is compared to its
carrying value. If the implied fair value of goodws less than its carrying value, goodwill must\ritten down to its implied fair value. The
Company completed the required annual test of gdbimpairment (as of September 30, 2003) under SAA2 and determined its goodwill
is not impaired as of such date. Prior to JanuaB002, substantially all of the Company's goodwgls amortized over 40 years. The
Company's amortization of goodwill for the year edddecember 31, 2001 totaled approximately $69l@omi

Under SFAS 144, the carrying value of long-livededs other than goodwill is reviewed for impairmehienever events or circumstances
indicate that such carrying amount cannot be reetNe by assessing the recoverability of the cagyialue through estimated undiscounted
net cash flows expected to be generated by thésasisthe undiscounted net cash flows are less tha carrying value, an impairment loss
would be measured as the excess of the carryingg \aila long-lived asset over its fair value.
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For additional information on the Company's criti@acounting policies, see "Accounting Pronouncesiesind "Regulation and Competition
- Other Matters", and the footnotes to the Commacghsolidated financial statements.

INFLATION

The effects of increased costs historically havenbmitigated by the Company's ability to recovetaie costs over time applicable to its
regulated telephone operations through the ratangakocess. Possible future regulatory changegtendontinued movement toward
alternative forms of regulation for intrastate g@ms may alter the Company's ability to recownereéased costs in its regulated operations.
For the properties acquired from Verizon in 200Bjclu are regulated under price-cap regulationriterstate purposes, price changes are
limited to the rate of inflation, minus a produdtyvoffset. For additional information regardingethurrent regulatory environment, see
"Regulation and Competition." As operating experisgdee Company's nonregulated lines of businesgase as a result of inflation, the
Company, to the extent permitted by competitioterapts to recover the costs by increasing pricegdaervices and equipment.

MARKET RISK

The Company is exposed to market risk from chamgegerest rates on its long-term debt obligatioftse Company has estimated its market
risk using sensitivity analysis. Market risk is ihefd as the potential change in the fair value fifed-rate debt obligation due to a
hypothetical adverse change in interest rates.viatiie of long-term debt obligations is determibbeded on a discounted cash flow analysis,
using the rates and maturities of these obligattmmspared to terms and rates currently availabteériong-term financing markets. The
results of the sensitivity analysis used to esttnmaarket risk are presented below, although theahotsults may differ from these estimates.

At December 31, 2003, the fair value of the Compmalong-term debt was estimated to be $3.4 billiased on the overall weighted average
rate of the Company's long-term debt of 6.4% andwaamall weighted maturity of 10 years comparetetans and rates currently available in
long-term financing markets. Market risk is estiathas the potential
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decrease in fair value of the Company's long-teetnt desulting from a hypothetical increase of 6didaoints in interest rates (ten percent of
the Company's overall weighted average borrowitg) r&uch an increase in interest rates would r@salpproximately a $143.9 million
decrease in the fair value of the Company's longrtiebt. As of December 31, 2003, after giving &ffe interest rate swaps currently in
place, approximately 84% of the Company's long-tdeft obligations were fixed rate.

The Company seeks to maintain a favorable mixx@&diand variable rate debt in an effort to limieiest costs and cash flow volatility
resulting from changes in rates. From time to tithe,Company uses derivative instruments to (iimcor swap its exposure to changing or
variable interest rates for fixed interest rate§ipto swap obligations to pay fixed interestamfor variable interest rates. The Company has
established policies and procedures for risk ags@sisand the approval, reporting and monitoringexfvative instrument activities. The
Company does not hold or issue derivative finarniasttuments for trading or speculative purposeandyement periodically reviews the
Company's exposure to interest rate fluctuatiomkimaplements strategies to manage the exposure.

At December 31, 2003, the Company had outstandingfir value interest rate hedges associated twéHull $500 million aggregate
principal amount of its Series L senior notes, 80&2, that pay interest at a fixed rate of 7.875%ese hedges are "fixed to variable" interest
rate swaps that effectively convert the Comparyétsifrate interest payment obligations under tiedes into obligations to pay variable re
that range from the six-month London InterBank @fteRate ("LIBOR") plus 3.229% to the six-month OB plus 3.67%, with settlement
and rate reset dates occurring each six monthaghrthe expiration of the hedges in August 2012Détember 31, 2003, the Company
realized a rate under these hedges of 4.8%. Intexpense was reduced by $7.7 million during 2008 eesult of these hedges. The aggre
fair market value of these hedges was $11.7 milibBecember 31, 2003 and is reflected both aasbdity and as a decrease in the
Company's underlying long-term debt on the DecerBtheR003 balance sheet. With respect to thesegseduarket risk is estimated as the
potential change in the fair value of the hedgeltesy from a hypothetical 10% increase in the fardrates used to determine the fair value.
A hypothetical 10% increase in the forward ratesioesult in a $17.8 million decrease in the failue of these hedges.
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Effective May 8, 2003, the Company terminated avalue interest rate hedge associated with $50®maggregate principal amount of its
Series H senior notes and received $22.3 millicah egpon settlement, which represented the fairevafuhe hedge at the termination date.
Such amount will be amortized as a reduction afregt expense through 2010, the maturity datesoStries H notes.

DEVELOPMENT OF BILLING SYSTEM

The Company is in the process of developing amgated billing and customer care system which mritlvide the Company with, in addition
to standard billing functionality currently beingopided by its legacy system, custom built hardwaré software technology for more
efficient and effective customer care, billing grdvisioning systems. The costs to develop suctesybave been accounted for in
accordance with Statement of Position 98-1, "Actimgrnfor the Costs of Computer Software Develope®btained for Internal Use" ("SOP
98-1"). The capitalized costs of the system agdeeb$163.5 million (before accumulated amortizgtimnDecember 31, 2003. The Company
began amortizing its billing system costs in e@®93 (over a 20-year period) based on the totaloauraf customers that the Company has
migrated to the new system.

The system remains in the development stage ancefjaged substantially more time and money to kbgvehan originally anticipated. The
Company currently expects to complete all phasélseohew system no later than n#@05 at an aggregate capitalized cost in accordaitb
SOP 98-1 of approximately $200-215 million (exclesof previously-disclosed write-offs). In additidhe Company expects to incur
additional costs related to completion of the prjecluding (i) approximately $15 million of casher service related and data conversion
costs (the majority of which are expected to baiired in 2004) that will be expensed as incurred @h$10 million of capitalized hardware
costs (which will be amortized over a three-yeaiquy. The estimates above do not include any arsdfian maintenance or on-going support
of either the old or new system, and are basedsuanaptions regarding various future events, sewérahich are beyond the Company's
control. There is no assurance that the systenmbeittompleted in accordance with this schedulaudgét, or that the system will function as
anticipated. If the system does not
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function as anticipated, the Company may have ttewff part or all of its development costs andHter explore its other billing and
customer care system alternatives.

PENSION AND MEDICAL COSTS

During the past several years, the Company's eraplbgnefit expenses, including defined benefitipersxpenses and pre- and post-
retirement medical expenses, have increased disrig medical costs, the decline of equity marketscent years prior to 2003 and record
low interest rates. During 2003, such costs (indgdhe effect of the Verizon acquisitions in 200®)reased approximately $19.3 million
over 2002. As a result of continued increases idioa costs, the Company discontinued its praafcgubsidizing post-retirement medical
benefits for persons hired on or after January0032In addition, the Company announced changéstiafe January 1, 2004, that would
decrease its subsidization of benefits provideceuiitd postretirement medical plan. The amounhef@ompany's cost savings will be
dependent upon several factors, including the adeyaars of service of the Company's retirees.d¢rmpany also lowered its expected long-
term return on plan assets for its pension and tsement plans to 8.25% for 2003 compared to 1@2002. Pension and medical costs
are anticipated to increase between $6-8 millio(64 compared to 2003 levels.

LIQUIDITY AND CAPITAL RESOURCES

Excluding cash used for acquisitions, the Compaitigs on cash provided by operations to providetfocash needs. The Company's
operations have historically provided a stable sewf cash flow which has helped the Company castits long-term program of capital
improvements.

Operating activities. Net cash provided by operptintivities from continuing operations was $1.088on, $793.4 million and $572.9
million in 2003, 2002 and 2001, respectively. Tharpany's accompanying consolidated statementssbfft@wvs identify major differences
between net income and net cash provided by opgrattivities for each of those years. For addéionformation relating to the continuing
and discontinued operations of the Company, sesul&eof Operations."
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Investing activities. Net cash used in investingvétes from continuing operations was $464.6 roill, $2.623 billion and $417.2 million in
2003, 2002 and 2001, respectively. Cash used fprisitions was $86.2 million in 2003 (primarily dteethe acquisitions of fiber transport
assets and the acquisition of an additional 2413 ést in a telephone company in which the Compaynys a majority interest), $2.245

billion in 2002 (substantially all of which relatesthe 2002 Verizon acquisitions) and $47.1 millio 2001. Proceeds from the sales of assets
were $4.1 million in 2002 (excluding the ComparB082 wireless divestiture) and $58.2 million in 20Capital expenditures from

continuing operations for 2003 were $317.4 millfontelephone operations and $60.6 million for othyerations. Capital expenditures from
continuing operations during 2002 and 2001 weres$3gillion and $435.5 million, respectively.

Financing activities. Net cash provided by (usédimancing activities from continuing operationasW$403.8) million in 2003, $506.3
million in 2002 and ($395.4) million in 2001. Nedyments of debt were $432.3 million in 2003. Prdsefieom the issuance of debt, net of
debt payments, were $531.4 million during 2002, paraed to net payments of debt of $375.6 millionmyu2001.

On May 6, 2002, the Company issued and sold innalemwritten public offering $500 million of equitynits. Net proceeds to the Company
from this issuance were approximately $483.4 milliBach of the 20 million equity units issued waseqd at $25 and consists initially of a
beneficial interest in a CenturyTel senior unsegurete with a principal amount of $25 and a contra@urchase shares of CenturyTel
common stock no later than May 2005. The senicesaiill mature in May 2007. Each stock purchasdreahwill generally require the
holder to purchase between .6944 and .8741 ofre sfidCenturyTel common stock in May 2005 in exaefor $25, subject to certain
adjustments and exceptions. The total distributmms$he equity units will be at an initial annuale of 6.875%, consisting of interest (6.02%)
and contract adjustment payments (0.855%). Fottiaddi information, see Note 6 to the Company'ssetidated financial statements
appearing elsewhere in this report.

On July 22, 2002, the Company entered into $800amibf credit facilities, consisting of a $533 fwh three-year facility and a $267 million
364-day revolving facility with a one-year term-apgtion. The Company did not renew its $267 millRg#-day facility in 2003.
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In the third quarter of 2002, the Company issue@0$billion of senior notes due 2012 (which beaeiiast at 7.875%) and $165 million of
convertible senior debentures (which bear inteatdt75% and which may be converted into shar€eoturyTel common stock at a
conversion price of $40.455 per share). Holdethefconvertible senior debentures will have thatrtg require the Company to purchase all
or a portion of the debentures on August 1, 2006ust 1, 2010 and August 1, 2017 at par plus aocguad and unpaid interest to the
purchase date. For additional information, see Mdtethe Company's consolidated financial statésn@ppearing elsewhere in this report.

On August 1, 2002, the Company sold substantidiligfats wireless operations to Alltel and certaither purchasers for an aggregate of
approximately $1.59 billion cash.

The Company used proceeds from the sale of eqgnity,senior notes and convertible senior debesjaleng with the proceeds received
from the sale of the Company's wireless operatombutilization of its $800 million credit facilés, to finance the third quarter 2002
acquisitions of telephone properties in Alabama Missouri from Verizon which aggregated $2.201idil| the redemption of $400 million
principal amount in remarketable debt securitiésgjan associated $71.1 million premium paymen€datober 2002 and the Company's
fourth quarter 2002 estimated tax payment, whidregated $290 million and included the obligatiopay taxes associated with the sale of
substantially all of its wireless operations.

In second quarter 2001, the Company completedatesos 30 PCS operating licenses for an aggrede#&3b million to Leap Wireless
International, Inc. The Company received approxétya$108 million of the purchase price in cashlasing and the remainder was collected
in installments through the fourth quarter of 208lich proceeds, and the proceeds from the Compatmye-described divestiture of its
wireless operations in 2002, are included as ret paovided by discontinued operations on the istaigs of cash flows appearing elsewhere
in this report. In third quarter 2001, the Companid its remaining shares of its investment innfiinet common stock for an aggregate of
approximately $58.2 million. Proceeds from thedeswere used to repay indebtedness.
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Other. Budgeted capital expenditures for 2004 82810 million for telephone operations and $11iamilfor other operations. The Company
anticipates that capital expenditures in its teteyghoperations will continue to include the upgngddf its plant and equipment, including its
digital switches, to provide enhanced servicegjqaarly in its newly acquired markets, and thstailation of fiber optic cable.

The following table contains certain informatiomcerning the Company's material contractual olibgatas of December 31, 2003.

Payments due by period

Contractual Lesst han After
obligations Total 1yea r 1-3 years 4-5 years 5 year s
( Dollars in thousands)

Long-term debt,
including current
maturities and
capital lease

obligations $ 3,181,755 72,4 53 523,952 (1) 805,397 (2) 1,779, 953

(1) Includes $165 million aggregate principal anmtoefithe Company's convertible debentures, Seriedulé 2032, which can be put to the
Company at various dates beginning in 2006.

(2) Includes $500 million aggregate principal amoefrthe Company's senior notes, Series J, due,2@0¢h the Company is committed to
remarket in 2005.

On February 3, 2004, the Company announced thab#ed of directors approved a stock repurchasgrano that will allow the Company to
repurchase up to an aggregate of $400 milliontbeeiits common stock or convertible equity unit®pto December 31, 2005. The
Company commenced purchases under this plan on&gis, 2004.

The Company continually evaluates the possibilftaaguiring additional telecommunications operagiamd expects to continue its lotegm
strategy of pursuing the acquisition of attractteenmunications properties in exchange for cashyrg@xs or both. At any given time, the
Company may be engaged in discussions or negatsategarding additional acquisitions. The Compagyegally does not announce its
acquisitions or dispositions until it has entenetth ia preliminary or definitive agreement. The Campmay require additional financing in
connection with any such acquisitions, the consutitmaf which could have a material impact on ther(any's financial condition or
operations. Approximately 4.1 million shares of @eyTel common stock and 200,000 shares of Centlrpiieferred stock remain available
for future issuance in connection with acquisitionsler CenturyTel's acquisition shelf registrastatement.
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As of December 31, 2003, the Company had avaifs®83.0 million of undrawn committed bank lines cédit and the Company's telephone
subsidiaries had available for use $123.0 millibnammitments for long-term financing from the Rittilities Service and Rural Telephone
Bank. The Company has a commercial paper progratatithorizes the Company to have outstanding &i.® billion in commercial paper
at any one time; however, borrowings are limitethmamount available under its credit facility. éDecember 31, 2003, the Company had
no commercial paper outstanding under such progfée.Company also has access to debt and equitaloagarkets, including its shelf
registration statements. At December 31, 2003Cdmapany held over $203 million of cash and cashvedgnts.

Moody's Investors Service ("Moody's") rates Cenfigfis long-term debt Baa2 (with a stable outloakd &tandard & Poor's ("S&P") rates
CenturyTel's longerm debt BBB+ (with a stable outlook). The Compampmmercial paper program is rated P2 by MoaalysA2 by S&P
Any downgrade in the Company's ratings could adgiisnpact the Company's ability to issue comméigégper or use its bank facility.

The following table reflects the Company's dehiibtal capitalization percentage and ratio of eagsito fixed charges and preferred stock
dividends as of and for the years ended Decemher 31

2003 2002 200 1
Debt to total capitalization 47.8% 54.2 5 7.0
Ratio of earnings from continuing operations to fix ed charges
and preferred stock dividends 3.33 2.33 2 .03

REGULATION AND COMPETITION

The communications industry continues to undergmua fundamental regulatory, legislative, competiand technological changes. These
changes may have a significant impact on the futoeacial performance of all communications conipan

Events affecting the communications industry. |88,%he United States Congress enacted the Teleooinations Act of 1996 (the "1996
Act"), which obligates LECs to permit competitoosiiterconnect their facilities to the LEC's netlwand to take various other steps that are
designed to promote competition. Under the 1996sAatal telephone company exemption, approximai@hs of the Company's telephone
access
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lines are exempt from certain of these intercoriorgequirements unless and until the approprittte segulatory commission overrides the
exemption upon receipt from a competitor of a bfitha request meeting certain criteria.

During 2003, the FCC released new rules which waitihe obligations of incumbent LECs to lease efemef their circuitswitched network
on an unbundled basis to competitors. The new frareeliminates the prior obligation of incumberECs to lease their high-speed data
lines to competitors. Incumbent LECs will remainigéted to offer other telecommunications servicesesellers at wholesale rates. These
wholesale rates are based on a forward-lookingroosiel and other terms that substantially limit pefitability of these arrangements to
incumbent LECs. This new rule also provides foigaificant role of state regulatory commissionsmplementing these new guidelines and
establishing wholesale service rates. On Marcld@42a federal district court of appeals overturthedrules previously adopted by the FCC
requiring LECs to provide competitors with discaahticcess to the LECs networks. The court alsd thkt the FCC should not have given
states the authority previously granted. It is expe that such decision will be appealed to tha&up Court. During 2003, the FCC also
sought public comments on whether it should makktiatal changes to its interconnection regulati@rgl instituted a comprehensive
review of its methodologies for establishing whalesates.

Prior to and since the enactment of the 1996 AetRCC and a number of state legislative and régyl&odies have also taken steps to fc

local exchange competition. Coincident with thisenet movement toward increased competition has theegradual reduction of regulatory
oversight of LECs. These cumulative changes, calupiéh various technological developments, havetdethe continued growth of various
companies providing services that compete with LEE€ssices. Wireless services entities also inémgasconstitute a significant source of

competition with LECs.

As mandated by the 1996 Act, in May 2001 the FCdifrea its existing universal service support mathka for rural telephone companies.
The FCC adopted an interim mechanism for a fiva-pesiod, effective July 1, 2001, based on embeddehistorical, costs that will provide
predictable levels of support to rural local exdp@rarriers, including substantially all of the Gmmy's local exchange carriers. During

A-30



2003 and 2002 the Company's telephone subsidistesved $199.2 million and $192.4 million, respesy, from the federal Universal
Service High Cost Loop Fund, representing 8.4%%868b, respectively, of the Company's consolidage@mues from continuing operations
for 2003 and 2002. The Company anticipates its 280énues from the federal Universal Service Higist@.oop Fund will be lower than
2003 levels due to increases in the nationwideamescost per loop factor used by the FCC to akoftatds among all recipients. Wireless
and other competitive service providers continusetek eligible telecommunications carrier ("ETQ8tss in order to be eligible to receive
Universal Service Fund support, which is placinditidnal financial pressure on the amount of monegded to provide support to all eligi
service providers, including support payments tben@any receives from the High Cost Loop Fund. Assailt of the limited growth in the
size of the High Cost Loop Fund and changes inesigufor support from the Universal Service Fuhd,@Gompany has no assurance it will
continue to receive payments from the Universali8erFund commensurate with those received in &t p

In 2001, the FCC modified its interstate accessgehaules and universal service support systematerof return LECs. This order, among
other things, (i) increased the caps on the sufiscline charges ("SLC") to the levels paid by nmgiscribers nationwide; (ii) allowed

limited SLC deaveraging, which enhanced the cortipetiess of rate of return carriers by giving thericing flexibility; (iii) lowered per
minute rates collected for federal access chafggs;reated a new explicit universal service supptechanism that replaced other implicit
support mechanisms in a manner designed to erfsatreate structure changes do not affect the dwe@very of interstate access costs by
rate of return carriers serving high cost aread; an

(v) preserved the historic 11.25% authorized inédesreturn rate for rate of return LECs. The dftdchis order on the Company was revenue
neutral for interstate purposes but did result iedaction in intrastate revenues in Arkansas amid Qvhere intrastate access rates must
mirror the interstate access rates).

Technological developments have led to the devedotrof new services that compete with traditionaClLservices. Technological
improvements have enabled cable television compdaiprovide traditional circuit-switched teleph@wvice over their cable networks, and
several national cable companies have aggresgwnebued this
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opportunity. Recent improvements in the quality\édice-over-Internet Protocol" ("VolP") service haled several large cable television and
telephone companies, as well as start-up companisspstantially increase their offerings of Veitvice to business and residential
customers. VolP providers route calls over therheg without use of ILEC's circuit switches amd¢certain cases, without use of ILEC's
networks to carry their communications traffic. Ygbroviders can offer services at prices substanbalow those currently charged for
traditional local and long distance telephone sewifor several reasons, including lower netwost structures and the current ability of
VolIP providers to use ILECs' networks without payaccess charges. In December 2003, the FCC adtralemaking that is expected to
address the effect of VolIP on intercarrier compgosauniversal service and emergency servicestelban be no assurance that this
rulemaking will be on terms favorable to ILECs tleat VVoIP providers will not successfully compete the Company's customers.

In November 2003, the FCC adopted rules requirorgmanies to allow their customers to keep theielvie or wireless phone number when
switching to another service provider (generalfgned to as "local number portability"). For sealgrears, customers have been able to
their numbers when switching their local servicensen wireline carriers. The new rules now regldaoal number portability between
wireline and wireless carriers. This requiremenhtieto effect November 24, 2003 for wireline cars in the top 100 Metropolitan Statisti
Areas ("MSAs"). The new requirement will go intdegft May 24, 2004 for wireline carriers operatingmarkets smaller than the top 100
MSAs. The majority of the Company's wireline opinas are conducted in markets below the top 100 M$Acal number portability may
increase the number of customers who chose to etetyplforego the use of traditional wireline phaeevice, although the Company belie
that it is too early to fully assess the rule'sactp The costs to comply with the requirementsoél number portability, net of the amount

is recoverable through the ratemaking processja@irexpected to have a material impact on the Cogipaesults of operations.

The FCC is currently examining several issues¢batd have a substantial impact on the Company&niees, including a broad inquiry
initiated in 2001 into all currently regulated fosrof intercarrier compensation. As discussed furledow, certain providers of competitive
communications services are not required to congientECs
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for the use of their networks. The Company reliesiocess revenues as an important source of reveldapending on the final outcome of
the FCC's intercarrier compensation issue, the @ompould suffer a material loss of access revenues

Recent events affecting the Company. During theféas years, several states in which the Compasyshastantial operations took
legislative or regulatory steps to further introdwompetition into the LEC business. The numbeoaofipanies which have requested
authorization to provide local exchange servichenCompany's service areas has increased in rpearst, especially in the markets acquired
from Verizon in 2002 and 2000, and it is anticipbtieat similar action may be taken by others infthere.

State alternative regulation plans recently adoptedertain of the Company's LECs have also aftertgenue growth recently.

Certain long distance carriers continue to reqtregtthe Company reduce intrastate access taridted for certain of its LECs. In addition,
the Company has recently experienced reductioirgrizstate traffic, partially due to the displacernef minutes by wireless and electronic
mail services. In 2003 the Company incurred a rédudn its intrastate revenues (exclusive of theperties acquired from Verizon in 2002)
of approximately $6.8 million compared to 2002 panity due to these factors. The corresponding deserén 2002 compared to 2001 was
$27.7 million. The Company believes such trendesfrdased intrastate minutes will continue in 2@M#hough the magnitude of such
decrease cannot be precisely estimated.

In January 2003, the Louisiana Public Service Cogsion directed its staff to review the feasibilifyconverting the $42 million Louisiana
Local Optional Service Fund ("LOS Fund") into atstaniversal service fund. Currently, the LOS Fisfilinded primarily by BellSouth,
which proposes to expand the base of contributdesthe LOS Fund. A recommendation by the Commisstaff is not expected until late
2004. The Company currently receives approxim&ely million from the LOS Fund each year. There lsamo assurance that this funding
will remain at current levels.

Competition to provide traditional telephone seggitas thus far affected large urban areas toadgegrextent than rural, suburban and small
urban areas such as those in which the Compamgfshtme operations are located. Although the Compaes not believe that the increased
competition it has thus far experienced is likelyrtaterially
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affect it in the near term, the Company anticipdites regulatory, technological and competitivergies will result in future revenue
reductions. The Company expects its telephone tmseto decline in 2004 due to continued accesddsses and reduced network access
revenues; however, the Company expects its cormetidevenues to increase in 2004 primarily duedeased revenues from its newly-
acquired LightCore operations and expected inctedeeand for its long distance, fiber transportl.@28d other nonregulated product
offerings.

Other matters. The Company's regulated telephoaeatipns (except for the properties acquired fromnixbn in 2002) are subject to the
provisions of Statement of Financial Accountingr8i@rds No. 71, "Accounting for the Effects of Carfaypes of Regulation” ("SFAS 71").
Actions by regulators can provide reasonable assaraf the recognition of an asset, reduce or shiei the value of an asset and impose a
liability on a regulated enterprise. Such regulatassets are required to be recorded and, accdydimeflected in the balance sheet of an el
subject to SFAS 71. The Company is monitoring thgaing applicability of SFAS 71 to its regulatetefghone operations due to the
changing regulatory, competitive and legislativeimments, and it is possible that changes inlegiun, legislation or competition or in the
demand for regulated services or products couldtrasthe Company's telephone operations no lobgérg subject to SFAS 71 in the near
future.

Statement of Financial Accounting Standards No, IR&gulated Enterprises - Accounting for the Diggwuance of Application of FASB
Statement No. 71" ("SFAS 101"), specifies the antiog required when an enterprise ceases to meefiteria for application of SFAS 71.
SFAS 101 requires the elimination of the effectamy actions of regulators that have been recodrdazeassets and liabilities in accordance
with SFAS 71 but would not have been recognizeasasts and liabilities by nonregulated enterpriSEAS 101 further provides that the
carrying amounts of property, plant and equipmeata be adjusted only to the extent the assetsrgr@ired and that impairment shall be
judged in the same manner as for nonregulatedmiges.

The Company's consolidated balance sheet as ohiege31, 2003 included regulatory assets of appratély $3.3 million (primarily
deferred costs related to financing costs, regolgicoceedings and income taxes) and regulatobjlitias of
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approximately $912,000 (related to income taxes}.déferred income tax liabilities related to thgulatory assets and liabilities quantified
above were $1.2 million.

When and if the Company's regulated operation®ngdr qualify for the application of SFAS 71, then@pbany does not expect to record any
impairment charge related to the carrying valuthefproperty, plant and equipment of its reguldédelbhone operations. Additionally, upon
the discontinuance of SFAS 71, the Company woultehaired to revise the lives of its property, pland equipment to reflect the estimated
useful lives of the assets. The Company does rpeatsuch revisions in asset lives to have a nahtenpact on the Company's results of
operations. For regulatory purposes, the accoutimgreporting of the Company's telephone subsidiavill not be affected by the
discontinued application of SFAS 71.

The Company has certain obligations based on fedsgate and local laws relating to the protectibthe environment. Costs of compliance
through 2003 have not been material, and the Coynpamently has no reason to believe that suchsagit become material.
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FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
REPORT OF MANAGEMENT

The Shareholders
CenturyTel, Inc.:

Management has prepared and is responsible f@@dhgany's consolidated financial statements. Theaaated financial statements have
been prepared in accordance with accounting pilegigenerally accepted in the United States of Acaeand necessarily include amounts
determined using our best judgments and estimatascansideration given to materiality.

The Company maintains internal control systemsratated policies and procedures designed to praedsonable assurance that the
accounting records accurately reflect businessaetions and that the transactions are in accoedaith management's authorization. The
design, monitoring and revision of the systemsdrnal control involve, among other things, owtgment with respect to the relative cost
and expected benefits of specific control measukdditionally, the Company maintains an internadliing function which independently
evaluates the effectiveness of internal contraticigs and procedures and formally reports orattiequacy and effectiveness thereof.

The Company's consolidated financial statements baen audited by KPMG LLP, independent certifieldlig accountants, who have
expressed their opinion with respect to the fasrafghe consolidated financial statements. Thadlitavas conducted in accordance with
auditing standards generally accepted in the UrStates of America, which include the consideratibthe Company's internal controls to
the extent necessary to form an independent opimatihe consolidated financial statements preplbyeadanagement.

The Audit Committee of the Board of Directors ismumosed of independent directors who are not ofioeremployees of the Company. The
Committee meets periodically with the independentified public accountants, internal auditors amehagement. The Committee considers
the independence of the external auditors andubi# scope and discusses internal control, findreid reporting matters. Both the
independent and internal auditors have free adogb® Committee.

/sl R Stewart Ewi ng, Jr.

R Stewart Ewi ng, Jr.
Executive Vice President and Chief Financial Oficer
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INDEPENDENT AUDITORS' REPORT

The Board of Directors
CenturyTel, Inc.:

We have audited the accompanying consolidated balsimeets of CenturyTel, Inc. and subsidiaries @&2oember 31, 2003 and 2002, and
the related consolidated statements of income, celngmsive income, cash flows and stockholderstefpii each of the years in the three-
year period ended December 31, 2003. These coasadidinancial statements are the responsibilithhefCompany's management. (
responsibility is to express an opinion on thegesotidated financial statements based on our audits

We conducted our audits in accordance with audiiagdards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reabtmassurance about whether the financial statsnaes free of material misstatement. An
audit includes examining, on a test basis, evidsnpporting the amounts and disclosures in then6ig statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audits providesgonable basis for our opinion.

In our opinion, the consolidated financial statetagrferred to above present fairly, in all matenégpects, the financial position of
CenturyTel, Inc. and subsidiaries as of DecembeRB@3 and 2002, and the results of their operatéomd their cash flows for each of the
years in the thre-year period ended December 31, 2003, in conformitly accounting principles generally acceptechim tynited States of
America.

As discussed in Note 1 to the consolidated findrst&ements, the Company changed its method oluating for goodwill and other
intangible assets in 2002.

/sl KPMG LLP

KPMG LLP

Shreveport, Louisiana
January 29, 2004
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OPERATING REVENUES
Telephone
Other

Total operating revenues

OPERATING EXPENSES
Cost of sales and operating expenses (exclusiv
depreciation and amortization)
Corporate overhead costs allocable to
discontinued operations
Depreciation and amortization

Total operating expenses
OPERATING INCOME

OTHER INCOME (EXPENSE)
Interest expense
Income from unconsolidated cellular entity
Nonrecurring gains and losses, net
Other income and expense

Total other income (expense)

INCOME FROM CONTINUING OPERATIONS
BEFORE INCOME TAX EXPENSE
Income tax expense

INCOME FROM CONTINUING OPERATIONS
DISCONTINUED OPERATIONS
Income from discontinued operations, net of
$284,459, and $118,657 tax

NET INCOME

NET INCOME, AS ADJUSTED FOR GOODWILL
AMORTIZATION

CENTURYTEL, INC.
Consolidated Statements of Income

e of

See accompanying notes to consolidated financ#tsients.
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Year ended December 31,

2003 2002 2001

(Dollars, except per share amounts,
and shares in thousands)

2,071,980 1,733,592 1,505,73
308,765 238,404 173,77

2,380,745 1,971,996 1,679,50

1,159,708 973,689 826,94

- 11,275 20,21
470,641 411,626 407,03

1,630,349 1,396,590 1,254,19

750,396 575,406 425,30

(226,751)  (221,845) (225,52

6,160 5,582 7,59
- 3,709 33,04
2,154 (63,814) 3

(218,437)  (276,368) (184,85

531,959 299,038 240,44
187,252 105,505 91,36

344,707 193,533 149,08

- 608,091 193,95

344,707 801,624 343,03

344,707 801,624 399,29
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CENTURYTEL, INC.
Consolidated Statements of Income
(Continued)

Year ended December 31,

2003 2002 2001

(Dollars, except per share amounts,
and shares in thousands)
BASIC EARNINGS PER SHARE

From continuing operations $ 2.40 1.36 1.0
From continuing operations, as adjusted for
goodwill amortization $ 2.40 1.36 1.3
From discontinued operations $ - 4.29 1.3
From discontinued operations, as adjusted for
goodwill amortization $ - 4.29 1.4
Basic earnings per share $ 2.40 5.66 2.4
Basic earnings per share, as adjusted for
goodwill amortization $ 2.40 5.66 2.8
DILUTED EARNINGS PER SHARE
From continuing operations $ 2.38 1.35 1.0
From continuing operations, as adjusted for
goodwill amortization $ 2.38 1.35 1.3
From discontinued operations $ - 4.26 1.3
From discontinued operations, as adjusted for
goodwill amortization $ - 4.26 1.4
Diluted earnings per share $ 2.38 5.61 2.4
Diluted earnings per share, as adjusted for
goodwill amortization $ 2.38 5.61 2.8
DIVIDENDS PER COMMON SHARE $ .22 21 2
AVERAGE BASIC SHARES OUTSTANDING 143,583 141,613 140,74
AVERAGE DILUTED SHARES OUTSTANDING 144,700 142,879 142,30

See accompanying notes to consolidated financsgsients.
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NET INCOME
OTHER COMPREHENSIVE INCOME, NET OF TAXES
Unrealized holding gains (losses):
Unrealized holding gains (losses) related to
equity securities arising during period,

net of $5,385 tax

Less: reclassification adjustment for gains
in net income, net of ($19,100) tax

Minimum pension liability adjustment:
Minimum pension liability adjustment, net of
$19,312 and ($19,312) tax

Derivative instruments:

Net losses on derivatives hedging variabilit
cash flows, net of ($36) and ($496) tax
Less: reclassification adjustment for losse
in net income, net of $487 and $44 tax

COMPREHENSIVE INCOME

COMPREHENSIVE INCOME, AS ADJUSTED
FOR GOODWILL AMORTIZATION

See accompanying notes to consolidated financssients.

CENTURYTEL, INC.
Consolidated Statements of Comprehensive Income

Year ended December 31,

2003 2002
(Dollars in thousands)
$ 344,707 801,624 3
marketable
included
- -
35,864 (35,864)
y of
(67) (921)
s included
906 82
$ 381,410 764,921 3
$ 381,410 764,921 3
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ASSETS
CURRENT ASSETS
Cash and cash equivalents
Accounts receivable
Customers, less allowance of $13,862 and $
Interexchange carriers and other, less all
of $9,817 and $18,648
Materials and supplies, at average cost
Other

Total current assets
NET PROPERTY, PLANT AND EQUIPMENT

INVESTMENTS AND OTHER ASSETS
Goodwill
Other

Total investments and other assets
TOTAL ASSETS

LIABILITIES AND EQUITY
CURRENT LIABILITIES
Current maturities of long-term debt
Accounts payable
Accrued expenses and other current liabilities
Salaries and benefits
Income taxes
Other taxes
Interest
Other
Advance billings and customer deposits

Total current liabilities
LONG-TERM DEBT
DEFERRED CREDITS AND OTHER LIABILITIES

STOCKHOLDERS' EQUITY

Common stock, $1.00 par value, authorized 350,
issued and outstanding 144,364,168 and 142,9

Paid-in capital
Accumulated other comprehensive income (loss),
Retained earnings
Unearned ESOP shares
Preferred stock - non-redeemable

Total stockholders' equity

TOTAL LIABILITIES AND EQUITY

CENTURYTEL, INC.
Consolidated Balance Sheets

December 31,

2003 2002

(Dollars in thousands)

$ 203,181 3,
15,314 163,526 161,
owance

72,661 111,
9,229 10,
14,342 9,
462,939 295,
3,455,481 3,531,
3,425,001 3,427,
552,431 515,
3,977,432 3,942,
$ 7,895,852 7,770,
$ 72,453 70,
113,274 64,
83,628 63,
43,082 40,
35,532 28,
64,247 59,
14,555 18,
44,612 41,
471,383 388,
3,109,302 3,578,
836,651 716,

000,000 shares,

55,839 shares 144,364 142,
576,515 537,
net of tax - (36,
2,750,162 2,437,
(500) (1,
7,975 7,
3,478,516 3,088,
$ 7,895,852 7,770,

See accompanying notes to consolidated financ#tsients.
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CENTURYTEL, INC.
Consolidated Statements of Cash Flows

Year ended December 31,

2003 2002 2001

(Dollars in thousands)
OPERATING ACTIVITIES FROM CONTINUING OPERATIONS
Net income $ 344,707 801,624 343,03
Adjustments to reconcile net income to net
cash provided by operating activities from
continuing operations

Income from discontinued operations, net of tax - (608,091) (193,95
Depreciation and amortization 470,641 411,626 407,03
Deferred income taxes 128,706 71,112 57,94
Income from unconsolidated cellular entity (6,160) (5,582) (7,59
Nonrecurring gains and losses, net - (3,709) (33,04
Changes in current assets and current liabi lities
Accounts receivable 37,980 (13,481) 34,26
Accounts payable 47,972 3,769 (29,48
Accrued taxes 57,709 43,046 1,07
Other current assets and other current
liabilities, net 17,323 36,316 9,52
Retirement benefits (14,739) (9,416) (5,05
Increase in noncurrent assets (23,528) (30,543) (65,69
Increase (decrease) in other noncurrent lia bilities (6,151) 35,489 69
Other, net 13,504 61,274 54,13
Net cash provided by operating activitie S
from continuing operations 1,067,964 793,434 572,88
INVESTING ACTIVITIES FROM CONTINUING OPERATIONS
Acquisitions, net of cash acquired (86,243) (2,245,026) (47,13
Payments for property, plant and equipment (377,939) (386,267) (435,51
Proceeds from sale of assets - 4,144 58,18
Distributions from unconsolidated cellular ent ity 1,104 5,438 3,71
Other, net (1,560) (1,378) 3,55
Net cash used in investing activities
from continuing operations (464,638) (2,623,089) (417,19
FINANCING ACTIVITIES FROM CONTINUING OPERATIONS
Proceeds from issuance of debt - 2,123,618 3,89
Payments of debt (432,258) (1,592,246) (379,51
Proceeds from settlement of interest rate hedg e contract 22,315 -
Proceeds from issuance of common stock 33,980 29,125 7,35
Payment of debt issuance costs - (12,999)
Payment of equity unit issuance costs - (15,867)
Cash dividends (32,017) (30,156) (28,65
Other, net 4,174 4,866 1,54
Net cash provided by (used in) financing activities
from continuing operations (403,806) 506,341 (395,37
Net cash provided by discontinued operations - 1,323,479 231,77
Net increase (decrease) in cash and cash equivalent S 199,520 165 (7,91
Cash and cash equivalents at beginning of year 3,661 3,496 11,40
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 203,181 3,661 3,49

See accompanying notes to consolidated financsistents.
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CENTURYTEL, INC.
Consolidated Statements of Stockholders' Equity

Year ended Decem

(Dollars and shares
COMMON STOCK

Balance at beginning of year $ 142,956 141,233
Conversion of convertible securities into comm on stock - -
Issuance of common stock through dividend
reinvestment, incentive and benefit plans 1,408 1,723
Balance at end of year 144,364 142,956
PAID-IN CAPITAL
Balance at beginning of year 537,804 524,668
Equity unit issuance costs and initial contrac t adjustment liability - (24,377
Conversion of convertible securities into comm on stock - -
Issuance of common stock through dividend
reinvestment, incentive and benefit plans 32,572 27,402
Amortization of unearned compensation and othe r 6,139 10,111
Balance at end of year 576,515 537,804
ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS),
NET OF TAX
Balance at beginning of year (36,703) -
Change in other comprehensive income (loss) (n et of reclassification
adjustment), net of tax 36,703 (36,703
Balance at end of year - (36,703
RETAINED EARNINGS
Balance at beginning of year 2,437,472 1,666,004
Net income 344,707 801,624
Cash dividends declared
Common stock - $.22, $.21 and $.20 per sha re (31,618) (29,757
Preferred stock (399) (399
Balance at end of year 2,750,162 2,437,472
UNEARNED ESOP SHARES
Balance at beginning of year (1,500) (2,500
Release of ESOP shares 1,000 1,000
Balance at end of year (500) (1,500
PREFERRED STOCK - NON-REDEEMABLE
Balance at beginning and end of year 7,975 7,975
TOTAL STOCKHOLDERS' EQUITY $3,478,516 3,088,004
COMMON SHARES OUTSTANDING
Balance at beginning of year 142,956 141,233
Conversion of convertible securities into comm on stock - -
Issuance of common stock through dividend
reinvestment, incentive and benefit plans 1,408 1,723
Balance at end of year 144,364 142,956

See accompanying notes to consolidated financsisients.

A-43

in thousands)

140,667
254

509,840
3,046

7,039
4,743

25,471

) (25,471)

1,351,626
343,031

) (28,254)
) (399)

) (3,500)

) (2,500)



CENTURYTEL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2003
(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidation - The consolidated ficial statements of CenturyTel, Inc. and its subsies (the "Company") include the
accounts of CenturyTel, Inc. ("CenturyTel") andrtajority-owned subsidiaries.

Regulatory accountingFhe Company's regulated telephone operations ffexoethe properties acquired from Verizon in 2P subject i
the provisions of Statement of Financial Account8tgndards No. 71, "Accounting for the Effects eft@in Types of Regulation" ("SFAS
71"). Actions by regulators can provide reasonalsurance of the recognition of an asset, reduenoinate the value of an asset and
impose a liability on a regulated enterprise. Sgjulatory assets are required to be recordedaaedydingly, reflected in the balance sheet
of an entity subject to SFAS 71. The Company isiteong the ongoing applicability of SFAS 71 to regulated telephone operations due to
the changing regulatory, competitive and legiskatwvironments, and it is possible that changesgalation, legislation or competition or in
the demand for regulated services or products aaddlt in the Company's telephone operations ngdobeing subject to SFAS 71 in the
near future.

Estimates - The preparation of financial statement®nformity with generally accepted accountimggiples requires management to make
estimates and assumptions that affect the repartemints of assets and liabilities and disclosuieafingent assets and liabilities at the date
of the financial statements and the reported ansoofitevenues and expenses during the reportingdoekctual results may differ from tho
estimates.

Revenue recognition - Revenues are generally rézedgrvhen services are provided or when produetsialivered to customers. Revenue
that is billed in advance includes monthly recugnmetwork access services, special access seancesonthly recurring local line charges.
The unearned portion of this revenue is initialifatred as a component of advanced billings antbmes deposits on the Company's bale

sheet
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and recognized as revenue over the period thaeheces are provided. Revenue that is billed ieaas includes nonrecurring network acc
services, nonrecurring local services and longadist services. The earned but unbilled portiomisfrevenue is recognized as revenue in the
period that the services are provided.

Certain of the Company's telephone subsidiariescijzate in revenue sharing arrangements with ditlephone companies for interstate
revenue and for certain intrastate revenue. Suatirgharrangements are funded by toll revenue ardfess charges within state
jurisdictions and by access charges in the interstearket. Revenues earned through the varioughgharangements are initially record
based on the Company's estimates.

Property, plant and equipment - Telephone plastated at original cost. Normal retirements ofgalene plant are charged against
accumulated depreciation, along with the costewofaval, less salvage, with no gain or loss recaghiRenewals and betterments of plant
and equipment are capitalized while repairs, a$ agetenewals of minor items, are charged to opeya&txpense. Depreciation of telephone
plant is provided on the straight line method usitags or overall group rates acceptable to regulatuthorities; such rates range from 1.8%
to 25%.

Non-telephone property is stated at cost and, whenosaletired, a gain or loss is recognized. Deptawnieof such property is provided on 1
straight line method over estimated service liwgyng from three to 30 years.

Intangible assets - Effective January 1, 2002¢ooadance with Statement of Financial Accountingn8ards No. 142, "Goodwill and Other
Intangible Assets" ("SFAS 142"), systematic amatitn of goodwill is no longer permitted; inste&FAS 142 requires goodwill recorded in
a business combination to be reviewed for impaitraed to be written down only in periods in whitle recorded amount of goodwill
exceeds its fair value. Impairment of goodwillésted at least annually by comparing the fair valuiae reporting unit to its carrying value
(including goodwill). Estimates of the fair valuéthe reporting unit are based on valuation modsieg criterion such as multiples of
earnings. Each adjustment reflected in the conatadistatements of income and comprehensive in¢onie these notes) by use of the term
"as adjusted for goodwill amortization" reflecte thffects of SFAS 142, as more fully described ateNd. Prior
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to January 1, 2002, substantially all of the Conyfsagoodwill was amortized over 40 years.

Long-lived assets Effective January 2002, Statement of FinancialdAriting Standards No. 144, "Accounting for the Impant or Dispos:
of Long-Lived Assets" ("SFAS 144"), addresses firiahaccounting and reporting for the impairmentisposal of long-lived assets
(exclusive of goodwill) and also broadens the répgrof discontinued operations to include all caments of an entity with operations that
can be distinguished from the rest of the entity #nat will be eliminated from the ongoing operati®f the entity in a disposal transaction.
As a result of the Company's agreement in Marcl220Gell its wireless operations (which was consated on August 1, 2002) (see Note
3), such operations have been reflected as disa@dioperations for the years ended December 32, &0d 2001.

Affiliated transactions - Certain service subsigiarof CenturyTel provide installation and mainteceservices, materials and supplies, and
managerial, operational, technical, accountingaddinistrative services to subsidiaries. In additi@enturyTel provides and bills
management services to subsidiaries and in certstances makes interest bearing advances to gnaotstruction of plant and purchases of
equipment. These transactions are recorded bydh@&ny's telephone subsidiaries at their costa@#tent permitted by regulatory
authorities. Intercompany profit on transactionthwegulated affiliates is limited to a reasonaleleirn on investment and has not been
eliminated in connection with consolidating theulesof operations of CenturyTel and its subsidisrintercompany profit on transactions
with affiliates not subject to SFAS 71 has beemglated.

Income taxes - CenturyTel files a consolidated faldacome tax return with its eligible subsidiaidhe Company uses the asset and liability
method of accounting for income taxes under whiefeided tax assets and liabilities are establi$bethe future tax consequences
attributable to differences between the finandialesnent carrying amounts of assets and liabildies their respective tax bases. Investment
tax credits related to telephone plant have be&rmel and are being amortized as a reductiondsfréd income tax expense over the
estimated useful lives of the assets giving riseaéocredits.
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Derivative financial instruments - Statement ofdfinial Accounting Standards No. 133, "AccountingDerivative Instruments and Hedging
Activities" ("SFAS 133"), requires all derivativestruments be recognized as either assets oiitiiebiat fair value on the balance sheet. The
Company uses derivative instruments to (i) latkr swap its exposure to changing or variableridt rates for fixed interest rates or (ii) s
obligations to pay fixed interest rates for vareisiterest rates. The Company has establishedgmoind procedures for risk assessment and
the approval, reporting and monitoring of derivatimstrument activities. The Company does not boldsue derivative financial instruments
for trading or speculative purposes. Managemeribgieally reviews the Company's exposure to interae fluctuations and implements
strategies to manage the exposure.

Earnings per share - Basic earnings per share amatmdetermined on the basis of the weightedageenumber of common shares
outstanding during the year. Diluted earnings peare gives effect to all potential dilutive comnalrares that were outstanding during the
period.

Stock-based compensation - The Company accounssdok compensation plans using the intrinsic vahe¢hod in accordance with
Accounting Principles Board Opinion No. 25, "Accting for Stock Issued to Employees," as allowedhtement of Financial Accounting
Standards No. 123, "Accounting for Stock-Based Cemsption” ("SFAS 123"). Options have been grantedpaice either equal to or
exceeding the then-current market price. Accorginile Company has not recognized compensationrcasinnection with issuing stock
options.

During 2003 the Company granted 1,720,317 optitres'2003 Options") at market price. The weighteerage fair value of each of the
2003 Options was estimated as of the date of godme $9.94 using an option-pricing model with ibowing assumptions: dividend yield -
.7%; expected volatility - 30%; weighted averagk4free interest rate - 3.4%; and expected optferr keven years.

During 2002 the Company granted 1,983,150 optitres"R002 Options") at market price. The weighteerage fair value of each of the
2002 Options was estimated as of the date of godm $11.66 using an option-pricing model with fibéowing
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assumptions: dividend yield - .7%; expected vatgtd 30%; weighted average risk-free interest ra3ed%; and expected option life - seven
years.

During 2001 the Company granted 1,971,750 optitres"R001 Options") at market price. The weighteerage fair value of each of the
2001 Options was estimated as of the date of goam $11.16 using an option-pricing model with filowing assumptions: dividend yield -
.6%; expected volatility - 30%; weighted averagdfree interest rate - 4.8%; and expected opifen seven years.

If compensation cost for CenturyTel's options hadrbdetermined consistent with SFAS 123, the Cogipaet income and earnings per
share on a pro forma basis for 2003, 2002 and 2@Qdd have been as follows:

Year ended December 31, 2003 2002 2001

(Dollars in thousands,
except per share amounts)
Net income, as reported $344,707 801,624 343,031
Less: Total stock-based compensation
expense determined under fair value based
method, net of tax $(13,183) (15,001) (8,971)

Pro forma net income $ 331,524 786,623 334,060

Basic earnings per share
As reported
Pro forma

Diluted earnings per share
As reported
Pro forma

2.40 5.66 2.43
231 5.56 2.37

2.38 5.61 241
2.29 551 2.35

B e

Cash equivalents - The Company considers shortiterastments with a maturity at date of purchasthafe months or less to be cash
equivalents.

Discontinued operations - On August 1, 2002, them@any sold substantially all of its wireless opierad to an affiliate of ALLTEL
Corporation ("Alltel") and certain other purchasfnsan aggregate of approximately $1.59 billiocash. As a result, the Company's wireless
operations have been reflected as discontinuecitipes for 2002 and 2001. See Note 3 for additiorfarmation.

Reclassifications - Certain amounts previously regabfor prior years have been reclassified to aonfwith the 2003 presentation, including
the reclassification of an investment in a cellyartnership from discontinued operations to caitig
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operations. Such investment was originally planedde sold to Alltel in connection with the Compangiisposition of its wireless operations
but was subsequently retained.

(2) ACQUISITIONS

On July 1, 2002, the Company purchased approximnat®,000 telephone access lines in the stateatfakha from Verizon
Communications, Inc. ("Verizon") for approximaté$.022 billion cash. On August 31, 2002, the Comygaurchased approximately 350,(
telephone access lines in the state of Missoum ferizon for approximately $1.179 billion cash.eTéssets purchased in these transactions
included (i) the franchise authorizing the prowsif local telephone service, (ii) related propentyl equipment comprising Verizon's local
exchange operations in predominantly rural marktetsughout Alabama and Missouri and (iii) Verizoassets used to provide digital
subscriber line ("DSL") and other high speed dataises within the purchased exchanges. For fimanairangements related to these
acquisitions, see Note 6.

In June and December 2003, the Company acquir¢aircdiber transport assets for an aggregate ofZgbllion cash (of which $3.8 million
was paid as a deposit in 2002). In the fourth guant 2003, the Company purchased an addition8P24nterest in a telephone company in
which it owned a majority interest for $32.4 mitiicash.

The results of operations of the acquired propedie included in the Company's results of opearatitom and after the respective acquisi
dates.

The following pro forma information represents tdmmsolidated results of continuing operations ef@mpany for the years ended
December 31, 2002 and 2001 as if the Verizon aitiuis in 2002 had been consummated as of Jany@90R and 2001, respectively.

2002 2001
(Dollars in thousands,
except per share amounts)
Operating revenues from continuing operations $2,285,866 2,231,631
Income from continuing operations $ 218,252 186,871
Basic earnings per share from
continuing operations, as adjusted for goodwill
amortization $ 154 1.65
Diluted earnings per share from
continuing operations, as adjusted for goodwill
amortization $ 153 1.64
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The pro forma information is based on various aggions and estimates. The pro forma informatiomg(filects the effect of reduced interest
expense after August 1, 2002 as a result of redumiistanding indebtedness from utilization of pexts received from the August 1, 2002
sale of substantially all of the Company's wirelegsrations described in Note 3 and

(i) makes no pro forma adjustments to reflect assumed consummation of such sale (or any usecbfsale proceeds) prior to August 1,
2002. The pro forma information is not necessanitiicative of the operating results that would hageurred if the Verizon acquisitions had
been consummated as of January 1 of each respeetiiel, nor is it necessarily indicative of futugerating results. The pro forma
information does not give effect to any potentealenue enhancements or cost synergies or otheatopeefficiencies that could result from
the acquisitions.

(3) DISCONTINUED OPERATIONS

On August 1, 2002, the Company sold substantidiligfats wireless operations to Alltel and certaither purchasers for an aggregate of
approximately $1.59 billion in cash. In connectiith this transaction, the Company divested itsnfi@rests in its majority-owned and
operated cellular systems, which at June 30, 28624d approximately 783,000 customers and had sitcegpproximately 7.8 million pops,
(i) minority cellular equity interests represemtiapproximately 1.8 million pops at June 30, 2G0®]

(i) licenses to provide PCS covering 1.3 millipaps in Wisconsin and lowa. Proceeds from thedfaliee wireless operations were used to
partially fund the Company's acquisitions of telepé properties in Alabama and Missouri during thieltquarter of 2002.

As a result of the sale, the Company's wirelessatipms have been reflected as discontinued opasatn the Company's consolidated
statements of income and cash flows for the yaaiied December 31, 2002 and 2001. In its Decemhe2@2 consolidated balance sheet,
the Company reflected as "assets held for salefharty interest in a cellular partnership thah#d previously agreed to sell to Alltel upon
the satisfaction of various closing conditionsligfnt of the failure of the parties to agree updmether the closing conditions were met, the
Company determined during the first quarter of 2@@0fetain such investment; therefore, for repgrppuirposes, this
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investment (and its related earnings) has beengsifled from discontinued operations to continwopgrations on the accompanying finar
statements for 2003. Prior periods have been egbtatreflect this investment (and its related e@s) as part of continuing operations.

The depreciation and amortization of long-lived anabrtizable intangible assets related to the e@®bperations ceased on March 19, 2002,
the date of the definitive agreement to sell synérations.

The Company had no outstanding indebtedness dinettited to its wireless operations; thereforeinterest expense was allocated to
discontinued operations. The following table repres certain summary income statement informatitated to the Company's wireless
operations that is reflected in discontinued openat

Year ended December 31, 2002 2001
(Dollars in thousands)

Operating revenues $ 246,705 437,965
Operating income (1) $ 71,258 132,614
Nonrecurring gains and losses, net - 166,928
Income from unconsolidated cellular entities 25,768 19,868
Minority interest expense (8,569) (11,510)
Gain on sale of discontinued operations 803,905 -
Other income 188 4,707
Pre-tax income from discontinued operations $ 892,550 312,607
Income tax expense (284,459) (118,657)
Income from discontinued operations $ 608,091 193,950

(1) Excludes corporate overhead costs of $11.3aniind $20.2 million for 2002 and 2001, respedyivallocated to the wireless operations.
Included as a reduction in operating income for2i80a $30.5 million charge associated with thaeagff of all amounts expended to deve
the wireless portion of the Company's billing systeurrently in development.

The following table represents certain summary dlsh statement information related to the Compsmyiteless operations reflected as
discontinued operations:

Year ended December 31, 2002 2001
(Dollars in thousands)
Net cash provided by (used in) operating activities $ (248,716) (1) 90,242

Net cash provided by investing activities 1,572,195 (2) 141,530
Net cash provided by financing activities - -

Net cash provided by discontinued operations $ 1,323,479 231,772

(1) Includes approximately $305 million estimated payment related to sale of wireless operations.
(2) Includes cash proceeds of $1.59 billion from $hle of substantially all of the Company's wssleperations.
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(4) INVESTMENTS AND OTHER ASSETS

Investments and other assets at December 31, 2@03002 were composed of the following:

December 31, 2003 2002
(Dollars in thousands)
Goodwill $3,425,001 3,427,281
Billing system development costs, less accumulated amortization
of $508 in 2003 162,980 139,451
Cash surrender value of life insurance contracts 93,960 93,664
Prepaid pension asset 59,055 26,046
Franchise costs 35,300 35,300
Customer base, less accumulated amortization of $2, 242 and $729 20,458 21,971
Deferred interest rate hedge contracts 31,239 33,635
Debt issuance costs, net 19,317 23,491
Fair value of interest rate swap - 22,163
Other

130,122 119,859

$3,977,432 3,942,861

The following information relates to the Compargt®dwill as of December 31, 2003 and 2002:

December 31, 2003 2002

(Dollars in thousands)
Carrying amount of goodwiill

Telephone segment $ 3,369,242 3,382,113
Other operations 55,759 45,168
Total goodwill $ 3,425,001 3,427,281

Amortization of goodwill and other intangibles fraxantinuing operations of $1.5 million, $729,00@&%8.4 million for 2003, 2002 and
2001, respectively, is included in "Depreciationl @mortization" in the Company's Consolidated $tatgs of Income. In accordance with
SFAS 142, effective January 1, 2002, goodwill idorgger subject to amortization but instead iss@gor impairment at least annually. As of
September 30, 2003, the Company completed thersgfjannual test under SFAS 142 and determineaddwill was not impaired.

The following is a reconciliation of reported netome and reported earnings per share to the amthattwould have been reported had the
Company been subject to SFAS 142 during 2001.
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Year ended December 31, 2001

(Dollars in thousands,
except per share amounts)

Net income, as reported $ 343,031
Goodwill amortization, net of taxes 56,266
Net income, as adjusted $ 399,297
Basic earnings per share, as reported $ 243
Goodwill amortization, net of taxes .40
Basic earnings per share, as adjusted $ 283
Diluted earnings per share, as reported $ 241
Goodwill amortization, net of taxes .40
Diluted earnings per share, as adjusted $ 281

The Company is in the process of developing amgated billing and customer care system. The dosievelop such system have been
accounted for in accordance with Statement of RPos@8-1, "Accounting for the Costs of Computert@aire Developed or Obtained for
Internal Use." Aggregate capitalized costs (befm®umulated amortization) totaled $163.5 milliod $139.5 million at December 31, 2003
and 2002, respectively. A portion of such costatesl to the wireless business ($30.5 million) wagten off as a component of discontinued
operations in the third quarter of 2002 as a rasfute sale of substantially all of the Companyiteless operations on August 1, 2002.
Excluding this write-off, the Company's aggregaipitalized billing system costs are expected ta@pmate $200-215 million upon
completion and will be amortized over a twenty-ypariod. The Company began amortizing its billiggtem in 2003 based on the total
number of customers that the Company has migratétetnew system.

In connection with the acquisitions of propertiemni Verizon in 2002, the Company assigned $35.Banibf the purchase price as an
intangible asset associated with franchise codtgcfwincludes amounts necessary to maintain eliyitho provide telecommunications
services in its licensed service areas). Such assedn indefinite life and therefore is not subje@mortization currently.
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The Company assigned $22.7 million of the purclpaige to a customer base intangible asset in cdimmewith the acquisitions of Verizon
properties in 2002. Such asset is being amortized D5 years; amortization expense for 2003 an@ 2@ $1.5 million and $729,000,
respectively, and is expected to be $1.5 millianefach of the full years remaining in the amort@aperiod.

(5) PROPERTY, PLANT AND EQUIPMENT

Net property, plant and equipment at December 823 2nd 2002 was composed of the followi

December 31, 2003 2002
(Dollars in thousands)
Telephone
Cable and wire $ 3,801,079 3,643,167
Central office 2,230,943 2,150,217
General support 490,884 474,022
Information origination/termination 46,142 44,198
Construction in progress 21,289 32,507
Other 6,263 3,789
6,596,600 6,347,900
Accumulated depreciation (3,498,298) (3,136,107)

3,098,302 3,211,793

Other, at cost

General support 320,417 346,037
Fiber transport 141,853 74,305
Other 125,285 100,950

587,555 521,292
Accumulated depreciation (230,376) (201,440)

357,179 319,852

Net property, plant and equipment $ 3,455,481 3,531,645

Depreciation expense was $469.1 million, $410.%ioniland $348.6 million in 2003, 2002 and 2001 pexgively. The composite depreciat
rate for telephone properties was 7.0% for 2008By6for 2002 and 6.8% for 2001.
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(6) LONG-TERM AND SHORT-TERM DEBT

The Company's long-term debt as of December 313 20@ 2002 was as follows:

December 31,

CenturyTel
Senior credit facilities
Senior notes and debentures:
7.75% Series A, due 2004
8.25% Series B, due 2024
6.55% Series C, due 2005
7.20% Series D, due 2025
6.15% Series E, due 2005
6.30% Series F, due 2008
6.875% Series G, due 2028
8.375% Series H, due 2010
6.02% Series J, due 2007 (remarketable 20
4.75% Series K, due 2032
7.875% Series L, due 2012
9.38% notes
6.86%* Employee Stock Ownership
Plan commitment, due in installments throug
Unamortized net discount
Fair value of derivative instrument related t
Series H senior notes
Fair value of derivative instruments related
Series L senior notes
Other

Total CenturyTel

Subsidiaries
First mortgage debt
5.92%* notes, payable to agencies of the
and cooperative lending associations, d
installments through 2025
7.98% notes, due through 2017
Other debt
6.98%* unsecured medium-term notes, due t
7.11%* notes, due in installments through
6.55%* capital lease obligations, due thr

Total subsidiaries

Total long-term debt
Less current maturities

Long-term debt, excluding current maturities

2003 2002

(Dollars in thousands)
$ - 385,000

50,000 50,000

100,000 100,000
50,000 50,000

100,000 100,000
100,000 100,000
240,000 240,000
425,000 425,000
500,000 500,000

05) 500,000 500,000

165,000 165,000
500,000 500,000

- 2,800
h 2004 500 1,500
(4,501) (5,084)
(o]
19,440 22,163
to
(11,693) -
114 146

U. S. government

uein
234,743 250,325
5,211 5,500
hrough 2008 199,613 244,124
2020 3,739 5,361
ough 2008 4,589 7,034

3,181,755 3,648,869
72,453 70,737

$ 3,109,302 3,578,132

* weighted average interest rate at December 303 20

The approximate annual debt maturities for the fi@ars subsequent to December 31, 2003 are aw$0IgD04 - $72.5 million; 2005$246.1
million; 2006 - $277.9 million (including $165 nidih aggregate principal amount of the Company'vedible
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debentures, Series K, due 2032, which can be ghet€ompany at various dates beginning in 2008)72 $521.7 million; and 2008 -
$283.7 million.

Certain of the loan agreements of CenturyTel amdubsidiaries contain various restrictions, amehigh are limitations regarding issuance
of additional debt, payment of cash dividends, geition of capital stock and other matters. Idi&idn, the transfer of funds from certain
consolidated subsidiaries to CenturyTel is restddiy various loan agreements. Subsidiaries whigle tbans from government agencies and
cooperative lending associations, or have issustrfiortgage bonds, generally may not loan or aclvamy funds to CenturyTel, but may |
dividends if certain financial ratios are met. Aéd@mber 31, 2003, restricted net assets of sulisgli@ere $249.1 million and subsidiaries'
retained earnings in excess of amounts restrigtaetkbt covenants totaled $1.476 billion. At Decengfe 2003, all of the consolidated
retained earnings reflected on the balance shestwailable under CenturyTel's loan agreementthéodeclaration of dividends.

Approximately 25% of the Company's telephone prigpglant and equipment is pledged to secure thg-term debt of subsidiaries.

On May 6, 2002, the Company issued and sold innglemwritten public offering $500 million of equitynits. Net proceeds to the Company
from this issuance were approximately $483.4 milliBach of the 20 million equity units issued wasqd at $25 and consists initially of a
beneficial interest in a CenturyTel senior unsedurete (Series J) with a principal amount of $28 arcontract to purchase shares of
CenturyTel common stock no later than May 2005. 3ér@or notes will mature in May 2007. Each pureheantract will generally require

the holder to purchase between .6944 and .874kbére of CenturyTel common stock in May 2005 basethe then current stock price of
CenturyTel common stock in exchange for $25, sultgecertain adjustments and exceptions. Accorglingpon full settlement of the
purchase contracts in May 2005, the Company wiknee proceeds of $500 million and will deliverween 13.9 million and 17.5 million
common shares in the aggregate. The senior naqiedged by the holders to secure their obligatiomder the purchase contracts. The total
distributions on the equity units will be at antigi annual rate of 6.875%, consisting of inte(@sD2%) and contract adjustment payments
(0.855%), each payable quarterly. On
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or after mid-February 2005, the senior notes vélrémarketed, at which time the remarketing agdhteget the interest rate on the senior
notes in order to generate sufficient proceedetore the holder's obligation under the purchasé&ract. In the event of an unsuccessful
remarketing, the Company will exercise its rightiasecured party to dispose of the senior notesatigfy in full the holder's obligation to
purchase common stock under the purchase contract.

The senior note portion of the equity units iseeféd on the balance sheet as ltergn debt in the amount of $500 million. Interegpense o

the senior notes is accrued at a rate of 6.02%ntti@l interest rate. The present value of thgragate contract adjustment payments has bee
recorded as an $11.6 million reduction to paiddpital and as an equivalent liability. The Compangmortizing the difference between the
aggregate amount of all payments and the preséund tleereof as interest expense over the threetgaarof the purchase contracts. Upon
making each such payment, the Company will allooadst of the payment to the reduction of its $Imillion liability, and record the
remainder as interest expense. The issuance ddbis equity units have been allocated to the udébt and equity components. The debt
issuance costs ($3.3 million) were computed basegfcal costs of a debt transaction and will betized to interest expense over the t

of the senior notes. The remainder of the issuansts ($12.6 million) were treated as a cost ciimgiequity and recorded as a charge to paid
in capital.

On July 22, 2002, the Company entered into $800amibf credit facilities, consisting of a $533 fioh three-year facility and a $267 million
364-day revolving facility with a one-year term-aytion. The 364-day revolving facility was not eeved in 2003. The Company had no
outstanding borrowings under its facility at DecemB1, 2003.

In the third quarter of 2002, the Company issue@0$Billion of senior notes, Series L, due 2012 @hhbear interest at 7.875%) and $165
million of convertible senior debentures, Serieslde 2032 (which bear interest at 4.75% and whiak be converted into shares of
CenturyTel common stock at a conversion price &.485 per share). Holders of the convertible setédrentures will have the right to
require the Company to purchase all or a portiothefdebentures on August 1, 2006, August 1
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2010 and August 1, 2017. In each case, the purgrasepayable will be equal to 100% of the primtiamount of the debentures to be
purchased plus any accrued and unpaid intereketpurchase date. The Company will pay cash fateddentures so purchased on August 1,
2006. For any such purchases on or after Auguad10), the Company may choose to pay the purcha&seiprcash or shares of its common
stock, or any combination thereof (except thatGoenpany will pay any accrued and unpaid interestaish).

On October 15, 2002, the Company redeemed $40@mpkincipal amount of its Series | Remarketal#aiSr Notes at par value, plus
accrued interest. In connection with such redemptive Company also paid a premium of approximéa&ll.1 million in accordance with t
redemption provisions of the associated remarketgrgement. Such premium payment (net of $11.1amitf unamortized net premium
primarily associated with the option payment reeditby the Company in 2000 in connection with thginal issuance of the remarketable
notes) is reflected as an Other Expense in the @agipresults of operations for year ended Dece@ibe2002.

At December 31, 2003, the Company had availabl@$58iillion of undrawn committed bank lines of dtexhd the Company's telephone
subsidiaries had available for use $123.0 millibnammitments for long-term financing from the Rttilities Service and Rural Telephone
Bank.

(7) DERIVATIVE INSTRUMENTS

During 2002, the Company entered into a fair véledge with respect to the Company's $500 milliagregate principal amount of 8.375%
Series H senior notes, due 2010. This hedge whseal'to variable" interest rate swap that effeeiyvconverted the Company's fixed rate
interest payment obligations under these notesviatiable rate obligations. The change in the valuthis hedge was reflected as a
component of interest expense for the year endeember 31, 2002. As of December 31, 2002, the Caynpealized an interest rate of
4.96% related to such hedge. Interest expenseedased by $7.8 million in 2002 as a result of tieslge. The fair value of such hedge at
December 31, 2002 was $22.2 million and is reflkctie the accompanying balance sheet as both an(esdeded in "Other assets") and as
an
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increase in the underlying debt (included in "Ldegn debt"). In May 2003, the Company terminatés liedge. In connection with such
termination, the Company received approximately. $22illion in cash upon settlement, which represdnhe fair value of the hedge at the
termination date. Such amount is being amortizeal @sluction of interest expense through 2010ntaturity date of the Series H notes.

In May and July 2003, the Company entered into fmarate fair value interest rate hedges assdaiatie the full $500 million principal
amount of its Series L senior notes, due 2012,ghgtinterest at a fixed rate of 7.875%. These bedge "fixed to variable" interest rate
swaps that effectively convert the Company's firee interest payment obligations under these notebligations to pay variable rates
range from the six-month London InterBank OffereatdR("LIBOR") plus 3.229% to the six-month LIBORupI3.67%, with settlement and
rate reset dates occurring each six months thrthagkxpiration of the hedges in August 2012. ABefember 31, 2003, the Company
realized a weighted average interest rate of 4&&ted to these hedges. Interest expense was ey .7 million during 2003 as a result
of these hedges. The aggregate fair value of sedgds at December 31, 2003 was $11.7 million aneflscted on the accompanying bale
sheet as both a liability (included in "Deferreddits and other liabilities") and as a decreaghédCompany's underlying long-term debt.

During 2002, the Company entered into (i) a casW thedge designed to lock in a fixed interest fate&100 million of the $500 million

senior notes issued in the third quarter of 200k wivas settled in the third quarter of 2002 f&lal million payment by the Company
(which is being amortized as additional interegiese over a ten-year period, which equates ttetheof the debt issuance hedged) and (ii)
a cash flow hedge designed to eliminate the vaitialoif interest payments for $400 million of vabia rate debt under the Company's $800
million credit facilities. During the second quart# 2003, the Company retired all outstanding btddness associated with its $800 million
credit facilities; therefore, such cash flow hedges deemed ineffective in 2003 and resulted in22®00 unfavorable pre-tax charge to the
Company's income.

A-59



(8) DEFERRED CREDITS AND OTHER LIABILITIES

Deferred credits and other liabilities at Decentier2003 and 2002 were composed of the following:

December 31, 2003 2002
(Dollars in thousands)
Deferred federal and state income taxes $ 528,551 352, 161
Accrued postretirement benefit costs 222,613 208, 542
Fair value of interest rate swap 11,693 1, 290
Additional minimum pension liability - 56, 388
Minority interest 7,218 26, 067
Other 66,576 71, 720
$ 836,651 716, 168
(9) STOCKHOLDERS' EQUITY
Common stock - Unissued shares of CenturyTel comstark were reserved as follows:
December 31, 2003
(In thousan ds)
Incentive compensation programs 12,099
Acquisitions 4,064
Employee stock purchase plan 4,822
Dividend reinvestment plan 454
Conversion of convertible preferred stock 435
Other employee benefit plans 3,717
25,591

Under CenturyTel's Articles of Incorporation eablar® of common stock beneficially owned continugiisl the same person since May 30,
1987 generally entitles the holder thereof to tetes per share. All other shares entitle the hdlnlene vote per share. At December 31, 2
the holders of 8.9 million shares of common stoekenentitled to ten votes per share.

Preferred stock - As of December 31, 2003, Centelrtidid 2.0 million shares of authorized convertjiieferred stock, $25 par value per
share. At December 31, 2003 and 2002, there wed@®GQ shares of outstanding preferred stock. Hsldéoutstanding CenturyTel preferred
stock are entitled to receive cumulative dividendsgive preferential distributions equal to $26gware plus unpaid dividends upon
CenturyTel's liquidation and vote as a single claigls the holders of common stock.
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Shareholders' Rights Plan - In 1996 the Board oé@ors declared a dividend of one preference ghaighase right for each common share
outstanding. Such rights become exercisable ifveimeh a potential acquiror takes certain steps qoiae 15% or more of CenturyTel's
common stock. Upon the occurrence of such an aitiquiseach right held by shareholders other thenacquiror may be exercised to rece
that number of shares of common stock or otherrg@siof CenturyTel (or, in certain situationsetacquiring company) which at the time of
such transaction will have a market value of tweets the exercise price of the right.

(10) POSTRETIREMENT BENEFITS

The Company sponsors health care plans (which szamber 31 measurement date) that provide piostrent benefits to all qualified
retired employees.

On December 8, 2003, President Bush signed intalaill that expands Medicare, primarily addingraseription drug benefit for Medicare-
eligible retirees starting in 2006. The Companycipdtes that the benefits it pays after 2006 béllower as a result of the new Medicare
provisions; however, the Company's retiree medibégations and reported costs do not reflect thgact of this legislation. Deferring
recognition of the new medicare provisions' impagiermitted by Financial Accounting Standards Bdataff Position 106-1 due to
unresolved questions about some of the new Medrangsions and a lack of authoritative accountingdance about certain matters.

In 2003, the Company announced changes, effecivealy 1, 2004, that would decrease its subsidizatf benefits provided under its
postretirement benefit plan.
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The following is a reconciliation of the beginniagd ending balances for the benefit obligation thedplan assets.

December 31,

Change in benefit obligation

2003

2002 2001

(Dollars in thousands)

Benefit obligation at beginning of year $ 253,762 215,872 165,

Service cost 6,176 6,669 6,

Interest cost 18,216 15,962 14,

Participant contributions 1,199 617

Acquisitions - 56,539

Plan amendments (34,597) -

Actuarial (gain) loss 79,163 (29,534) 40,

Benefits paid (12,498) (12,363) (10,
Benefit obligation at end of year $ 311,421 253,762 215,
Change in plan assets

Fair value of plan assets at beginning of year $ 28,697 36,555 39,

Return on assets 4,479 (2,896) (1,

Employer contributions 8,000 6,784 8,

Participant contributions 1,199 617

Benefits paid (12,498) (12,363) (10,
Fair value of plan assets at end of year $ 29,877 28,697 36,

Net periodic postretirement benefit cost for 20032 and 2001 included the following compone

Year ended December 31,

Service cost

Interest cost

Expected return on plan assets

Amortization of unrecognized actuarial loss
Amortization of unrecognized prior service cost

Net periodic postretirement benefit cost

2003 2002 20
(Dollars in thousands)
$ 6,176 6,669 6,
18,216 15,962 14,
(2,870) (3,656) (3,
2,234 1,470 1,
(2,447) (129) (
$ 21,309 20,316 18,

The following table sets forth the amounts recogdias liabilities for postretirement benefits at®maber 31, 2003, 2002 and 2001.

December 31,

Benefit obligation

Fair value of plan assets
Unamortized prior service cost
Unrecognized net actuarial loss

Accrued benefit cost

2003 2002 200
(Dollars in thousands)

$ (311,421) (253,762) (215,
29,877 28,697 36,
(33,068) (918) (1,
89,893 14,573 33,

$ (224,719) (211,410) (146,
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Assumptions used in accounting for postretirementefits as of December 31, 2003 and 2002 were:

2003 2002
Determination of benefit obligation
Discount rate 6.0% 6. 75
Healthcare trend rates (Medical/Prescription Dr ug)
Following year 11.0%/16.0% 4.9/5 7
Rate to which the cost trend rate is assumed to decline (the
ultimate trend rate) 5.0%/5.0% 4.5/4 5
Year that the rate reaches the ultimate trend rate 2010/2015 2015/20 15
Determination of benefit cost
Discount rate 6.75% 7 .00
8.25% 1 0.0

Expected return on plan assets

The Company employs a total return investment agagravhereby a mix of equities and fixed income gtwents are used to maximize the
long-term return of plan assets for a prudent lefeisk. The intent of this strategy is to minimiplan expenses by outperforming plan
liabilities over the long term. Risk tolerance sablished through careful consideration of plabilities, plan funded status and corporate
financial condition. Investment risk is measured aronitored on an ongoing basis through annuailiiaineasurements, periodic asset

studies and periodic portfolio reviews.

The Company's postretirement benefit plan weiglateetage asset allocations at December 31, 2003G0RIby asset category are as
follows:

2003 20 02
Equity securities 80.5% 56 2
Debt securities 16.4 36 .6
Other 3.1 7 2
Total 100.0% 100 .0

In determining the expected return on plan askéttgrical markets are studied and long-term reteghips between equities and fixed income
are preserved consistent with the widely-accepagital market principle that assets with highemtitity and risk generate a greater return
over the long term. Current market factors sucimfation and interest rates are evaluated befongiterm capital market assumptions are

determined. Peer data and historical returns ameralviewed to check for reasonableness.
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Assumed health care cost trends have a signifeffett on the amounts reported for postretiremenefit plans. A one-percentage-point
change in assumed health care cost rates wouldthavellowing effects:

1-Percentage 1-Percentage
Point Increase Point Decreas e

(Dollars in thousands)
Effect on total of service and interest cost compon ents $ 1,588 (1,514)
Effect on postretirement benefit obligation $ 20,377 19,126)

The Company expects to contribute approximately@ilBon to its postretirement benefit plan in 2004
(11) RETIREMENT AND SAVINGS PLANS

CenturyTel and certain subsidiaries sponsor defirtbfit pension plans for substantially all empley. CenturyTel also sponsors an Outside
Directors' Retirement Plan and a Supplemental Bkec®Retirement Plan to provide directors and @fifi; respectively, with supplemental
retirement, death and disability benefits. The Canypuses a December 31 measurement date for iits. pla

The following is a reconciliation of the beginniagd ending balances for the aggregate benefitatidig and the plan assets for the
Company's retirement and savings plans.

December 31, 2003 2002 20 01

(Dollars in thousands)
Change in benefit obligation

Benefit obligation at beginning of year $ 346,256 271,490 249, 835
Service cost 12,840 10,353 7, 760
Interest cost 23,617 20,053 17, 829
Plan amendments - - 1, 205
Acquisitions - 51,428 -
Settlements (9,962) - -
Actuarial (gain) loss 46,221 9,231 9, 065
Benefits paid (28,139)  (16,299) (14, 204)
Benefit obligation at end of year $ 390,833 346,256 271, 490
Change in plan assets
Fair value of plan assets at beginning of yea r $ 266,420 270,902 315, 727
Return on plan assets 52,783 (42,998) (31, 998)
Employer contributions 50,437 3,387 1, 377
Acquisitions 6,807 51,428 -
Benefits paid (28,139)  (16,299) (14, 204)
Fair value of plan assets at end of year $ 348,308 266,420 270, 902
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At December 31, 2003, the Company's underfundedipeiplans (meaning those with benefit obligationsxcess of plan assets) had
aggregate benefit obligations of $138.4 million agdregate plan assets of $84.4 million. As of Drwer 31, 2002, all of the pension plans

had benefit obligations in excess of plan assets.

Net periodic pension expense (benefit) for 20089228nd 2001 included the following compone

Year ended December 31,

Service cost

Interest cost

Expected return on plan assets
Settlements

Recognized net (gains) losses
Net amortization and deferral

Net periodic pension expense (benefit)

2003 2002 20

(Dollars in thousands)

$ 12,840 10,353 7,

23,617 20,053 17,

(22,065) (28,575) (30,
2,233 -

7,214 1,248 (2,
397 395

$ 24,236 3,474 (7,

The following table sets forth the combined pldnsted status and amounts recognized in the Con'gppaagsolidated balance sheet at

December 31, 2003, 2002 and 2001.

December 31,

Benefit obligation

Fair value of plan assets
Unrecognized transition asset
Unamortized prior service cost
Unrecognized net actuarial (gain) loss

Prepaid pension cost

2003 2002 2001
(Dollars in thousands)
$ (390,833) (346,256) (271,
348,308 266,420 270,
(900) (1,152) (1,
3,721 4,370 5,
98,759 102,664 23,
$ 59,055 26,046 26,

The Company's accumulated benefit obligation d3emfember 31, 2003 and 2002 was $329.0 million &84 8 million, respectively.

Amounts recognized on the balance sheet consist of:

December 31,

Prepaid pension cost

Additional minimum pension liability (reflected in
Credits and Other Liabilities)

Intangible asset (reflected in Other Assets)

Accumulated Other Comprehensive Loss

2003 2002 200
(Dollars in thousands)
$ 59,055 26,046 26,
Deferred
- (56,388)
- 1,212
- 55,176
$ 59,055 26,046 26,
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Assumptions used in accounting for the pensiongéenof December 2003 and 2002 were:

2003 200 2

Determination of benefit obligation

Discount rate 6.0% 6. 75

Weighted average rate of compensation increase 4.0% 4. 50
Determination of benefit cost

Discount rate 6.75% 7 .0

Weighted average rate of compensation increase 4.50% 4. 50

Expected long-term rate of return on assets 8.25% 10 .0

The Company employs a total return investment agravhereby a mix of equities and fixed income gtweents are used to maximize the
long-term return of plan assets for a prudent lefeisk. The intent of this strategy is to minimiplan expenses by outperforming plan
liabilities over the long term. Risk tolerance sablished through careful consideration of plabilities, plan funded status and corporate
financial condition. Investment risk is measured aronitored on an ongoing basis through annualilitlalmeasurements, periodic asset
studies and periodic portfolio reviews.

The Company's pension plans weighted-average alésedtions at December 31, 2003 and 2002 by assegory are as follows:

2003 2002
Equity securities 54.0% 66.5
Debt securities 11.0 5.7
Cash and cash equivalents 32.3 24.4
Other 2.7 3.4
Total 100.0% 100.0

In determining the expected return on plan ashéttgrical markets are studied and long-term retfeghips between equities and fixed income
are preserved consistent with the widely-accepapital market principle that assets with higheratitity and risk generate a greater return
over the long term. Current market factors sucimfiegtion and interest rates are evaluated befongdterm capital market assumptions are
determined. Peer data and historical returns areraviewed to check for reasonableness.
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The amount of the 2004 contribution will be detered based on a number of factors, including theltsesf the 2004 actuarial valuation
report. At this time, the amount of the 2004 cdnttion is not known.

CenturyTel sponsors an Employee Stock Ownership PESOP") which covers most employees with one péaervice with the Company

and is funded by Company contributions determirmatlally by the Board of Directors. The Companyisemse related to the ESOP during

2003, 2002 and 2001 was $8.9 million, $9.3 milliand $7.5 million, respectively. At December 31020the ESOP owned an aggregate of
7.2 million shares of CenturyTel common stock.

CenturyTel and certain subsidiaries also sponsalifted profit sharing plans pursuant to Sectiod &) of the Internal Revenue Code (the
"401(k) Plans") which are available to substantiall employees of the Company. The Company's nragotontributions to the 401(k) Plans
were $8.2 million in 2003, $6.7 million in 2002 a$6.6 million in 2001.

(12) INCOME TAXES

Income tax expense from continuing operations ihetlin the Consolidated Statements of Income f®y#ars ended December 31, 2003,
2002 and 2001 was as follows:

Year ended December 31, 2003 2002 20 01
(Dollars in thousands)
Federal
Current $ 58,659 22,987 26, 689
Deferred 118,600 80,056 62, 164
State
Current (113) 11,406 6, 735
Deferred 10,106 (8,944) (4, 220)

$ 187,252 105,505 91, 368

Income tax expense for 2003 was reduced by $21l@mprimarily as a result of reducing the valwatiallowance related to net state
operating loss carryforwards as it is more likélgrt not that future taxable income will be suffitieo enable the Company to utilize this
portion of the operating loss carryforwards.
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Income tax expense from continuing operations viasated as follows:

Year ended December 31, 2003 2002 200 1

(Dollars in thousands)
Income tax expense in the consolidated statements o f income $ 187,252 105,505 91, 368

Stockholders' equity:
Compensation expense for tax purposes
in excess of amounts recognized for

financial reporting purposes (4,385) (7,471) (1, 051)
Tax effect of the change in accumulated other
comprehensive income (loss) 19,763  (19,763) (13, 715)

The following is a reconciliation from the statutdederal income tax rate to the Company's effedticome tax rate from continuing
operations:

Year ended December 31, 2003 2002 2001
(Percentage of pre-tax inco me)
Statutory federal income tax rate 35.0% 35.0 35.0
State income taxes, net of federal income tax benef it 1.2 5 7
Amortization of nondeductible goodwiill - - 34
Amortization of investment tax credits - (.1) (.2)
Amortization of regulatory liability (.1) (:3) (.7)
Other, net (.9) 2 (.2)
Effective income tax rate 35.2% 35.3 38.0

In accordance with SFAS 142, effective January0D22 goodwill amortization for financial reportipgirposes ceased.
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The tax effects of temporary differences that géseto significant portions of the deferred tageds and deferred tax liabilities at December
31, 2003 and 2002 were as follows:

December 31, 2003 20 02

(Dollars in thousands )
Deferred tax assets

Postretirement benefit costs $ 59,215 40, 852
Regulatory support 12,464 11, 414
Net state operating loss carryforwards 41,358 28, 380
Other employee benefits 10,160 28, 697
Other 24,819 18, 720
Gross deferred tax assets 148,016 128, 063
Less valuation allowance (19,735) (28, 380)
Net deferred tax assets 128,281 99, 683

Deferred tax liabilities

Property, plant and equipment, primarily due t 0
depreciation differences (291,482) (189, 663)
Goodwill (350,812) (256, 801)
Deferred debt costs (2,470) (2, 400)
Intercompany profits (3,485) (2, 980)
Other (8,583) -
Gross deferred tax liabilities (656,832) (451, 844)
Net deferred tax liability $ (528,551) (352, 161)

As of December 31, 2003, the Company had avaikaiéenefits associated with net state operatiag ¢arryforwards, which expire through
2023, of $41.4 million. In assessing whether thenfany can realize the benefits of its net stateatjpey loss carryforwards, the Company
considers whether it is more likely than not thahe portion or all of the carryforwards will not tealized. The ultimate realization of the
benefits of the carryforwards is dependent uporgtheeration of future taxable income during theqaks in which those temporary
differences become deductible. The Company corsitiescheduled reversal of deferred tax liabgitigrojected future taxable income and
tax planning strategies in making this assessnmend result of such assessment, $19.7 million wasrved through the valuation allowance
as of December 31, 2003 as it is likely that tlmoant of net operating loss carryforwards will betutilized prior to expiration.

(13) NONRECURRING GAINS AND LOSSES, NET
In the second quarter of 2002, the Company recoad@@-tax gain of $3.7 million from the sale d?@S license.
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In the third quarter of 2001, the Company recoragae-tax gain on the sale of its remaining comstwares of llluminet Holdings, Inc.
aggregating $54.6 million ($35.5 million after-t&k25 per diluted share). The Company also recoadat-tax gain of $4.0 million ($2.6
million after-tax; $.02 per diluted share) on tladesof certain other assets. Additionally in 20, Company recorded pre-tax charges of
$25.5 million ($16.6 million after-tax; $.12 pedutied share) due to the write-down in the valueesfain non-operating investments in which

the Company owns a minority interest.
(14) EARNINGS PER SHARE
The following is a reconciliation of the numeratarsd denominators of the basic and diluted earrpegshare computations:
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Year ended December 31,

Income (Numerator):
Income from continuing operations

2003 2002 200

(Dollars, except per share
amounts, and shares in thousands)

$ 344,707 193,533 149,

Discontinued operations, net of tax - 608,091 193,
Net income 344,707 801,624 343,
Dividends applicable to preferred stock (399) (399) (

Net income applicable to common stock for

computing basic earnings per share 344,308 801,225 342,
Dividends applicable to preferred stock 399 399
Net income as adjusted for purposes of computing

diluted earnings per share $ 344,707 801,624 343,
Net income applicable to common stock for computing basic

earnings per share, as adjusted for goodwill amo rtization $ 344,308 801,225 398,
Net income as adjusted for purposes of computing di luted

earnings per share, as adjusted for goodwill amo rtization $ 344,707 801,624 399,
Shares (Denominator):

Weighted average number of shares outstanding

during period 143,673 141,796 141,
Employee Stock Ownership Plan shares not committed to be

released (90) (183) (
Weighted average number of shares outstanding durin g

period for computing basic earnings per share 143,583 141,613 140,
Incremental common shares attributable to

dilutive securities:

Shares issuable under convertible securities 435 435
Shares issuable under outstanding stock option S 682 831 1,
Number of shares as adjusted for purposes of
computing diluted earnings per share 144,700 142,879 142,
Basic earnings per share

From continuing operations $ 2.40 1.36 1
From continuing operations, as adjusted for

goodwill amortization $ 2.40 1.36 1
From discontinued operations $ - 4.29
From discontinued operations, as adjusted for

goodwill amortization $ - 4.29
Basic earnings per share $ 2.40 5.66 2
Basic earnings per share, as adjusted for

goodwill amortization $ 2.40 5.66 2

Diluted earnings per share

From continuing operations $ 2.38 1.35 1
From continuing operations, as adjusted for

goodwill amortization $ 2.38 1.35 1
From discontinued operations $ - 4.26
From discontinued operations, as adjusted for

goodwill amortization $ - 4.26
Diluted earnings per share $ 2.38 5.61 2
Diluted earnings per share, as adjusted for

goodwill amortization $ 2.38 5.61 2
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The weighted average number of options to purchhases of common stock that were excluded froncoieputation of diluted earnings per
share because the exercise price of the optiorgvesder than the average market price of the constamk was 2.6 million for 2003, 3.3
million for 2002 and 1.3 million for 2001.

(15) STOCK OPTION PROGRAMS

CenturyTel maintains programs which allow the Boafr®irectors, through the Compensation Committegyrant (i) incentives to certain
employees in any one or a combination of severah$pincluding incentive and non-qualified stockiops; stock appreciation rights;
restricted stock; and performance shares andticksoptions to outside directors. As of Decembier2)03, CenturyTel had reserved 12.1
million shares of common stock which may be issueder CenturyTel's current incentive compensatiog@ams.

Under the Company's programs, options have beertegtéo employees and directors at a price eithealeto or exceeding the then-current
market price. All of the options expire ten yediterathe date of grant and the vesting period rarigem immediate to three years.

Stock option transactions during 2003, 2002 andL20ére as follows:

Number Avera ge
of options pric e

Outstanding December 31, 2000 4,681,159 $ 21 .16
Exercised (149,806) 15 91
Granted 1,971,750 28 14
Forfeited (135,583) 18 42
Outstanding December 31, 2001 6,367,520 23 51
Exercised (1,366,560) 13 .97
Granted 1,983,150 32 .28
Forfeited (88,308) 28 .59
Outstanding December 31, 2002 6,895,802 27 .95
Exercised (1,059,414) 22 .30
Granted 1,720,317 27 .36
Forfeited (822,133) 33 .34
Outstanding December 31, 2003 6,734,572 28 14
Exercisable December 31, 2003 3,807,355 27 21
Exercisable December 31, 2002 3,991,753 25 .68
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The following tables summarize certain informataout CenturyTel's stock options at December 32320

Options

Range of
exercise prices

Number of options

$ 11.67-17.64 931,324
24.10-26.31 230,308
26.62-31.56 3,061,468
31.75-38.50 2,469,563
39.00-46.19 41,909
11.67-46.19 6,734,572

Options

Range of N
exercise prices option
$ 11.67-17.64

24.10-26.31

26.62-31.56 1

31.75-38.50 1

39.00-46.19

11.67-46.19 3

(16) SUPPLEMENTAL CASH FLOW DISCLOSURES

outstanding

Weighted average
remaining contractual

Weighted aver

life outstanding exercise pri

1.9 14.90

7.6 25.20

7.9 27.73

8.4 33.66

5.3 42.47

7.5 28.14
exercisable
umber of Weighted ave
s exercisable exercise pri
931,324 $ 1490
178,753 25.14
,179,303 28.15
,476,066 34.04

41,909 42.47

,807,355 27.21

age
ce

rage
ce

The amount of interest actually paid by the Compaey of amounts capitalized of $488,000, $1.2ianland $3.5 million during 2003, 2002
and 2001, respectively, was $221.1 million, $2X0ilion and $224.7 million during 2003, 2002 and)20respectively. Income taxes paid
were $91.6 million in 2003, $325.5 million in 2088d $128.3 million in 2001. Income tax refunds lede$b85.7 million in 2003, $2.7 million
in 2002 and $5.0 million in 2001.

The Company has consummated the acquisitions afusaoperations, along with certain other assetsng the three years ended December
31, 2003. In connection with these acquisitions,fillowing assets were acquired and liabilitiesuased:
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Year ended December 31, 2003 2002 200 1

(Dollars in thousands)

Property, plant and equipment, net $ 46,390 866,575 -
Goodwill 21,743 1,335,157 33, 183
Deferred credits and other liabilities 21,754 (56,897) 13, 948
Other assets and liabilities, excluding

cash and cash equivalents (3,644) 100,191 -
Decrease in cash due to acquisitions $ 86,243 2,245,026 47, 131

The Company has disposed of various operationsctefll within continuing operations, along with aertother assets, during the three years
ended December 31, 2003. In connection with thegmsditions, the following assets were sold, li¢ies eliminated, assets received and gain
recognized:

Year ended December 31, 2003 2002 200 1
(Dollars in thousands)

Property, plant and equipment, net $ - - (2, 447)

Marketable equity securities - - 3, 614)

Other assets and liabilities, excluding cash and

cash equivalents - (435) (19, 080)
Gain on sale of assets - (3,709) (33, 043)
Increase in cash due to dispositions $ - (4,144) (58, 184)

For information on the Company's discontinued ojpama, see Note 3.
(17) FAIR VALUE OF FINANCIAL INSTRUMENTS

The following table presents the carrying amounts @stimated fair values of certain of the Compafigancial instruments at December 31,
2003 and 2002.
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Carrying Fair
Amount value

(Dollars in thousands)
December 31, 2003

Financial assets

Other $ 54,605 54,605 )
Financial liabilities
Long-term debt (including current maturities) $ 3,181,755 3,440,279 Q)
Interest rate swaps $ 11,693 11,693 2)
Other $ 44,612 44,612 )
December 31, 2002
Financial assets
Interest rate swaps $ 22,163 22,163 )
Other $ 33,637 33,637 )
Financial liabilities
Long-term debt (including current maturities) $ 3,648,869 3,937,535 (1)
Interest rate swaps 1,290 1,290 2)

Other $ 41,884 41,884 )

(1) Fair value was estimated by discounting theedaled payment streams to present value basedrafgmcurrently available to the
Company for similar debt.

(2) Fair value was estimated by the Company to@piprate carrying value.

The carrying amount of cash and cash equivaleot®uats receivable, accounts payable and accrymehegs approximates the fair value
to the short maturity of these instruments and mtébeen reflected in the above table.

(18) BUSINESS SEGMENTS

The Company's only separately reportable busiregsent is its telephone operations. The operatiogme of this segment is reviewed by
the chief operating decision maker to assess padioce and make business decisions. Due to thefsdde Company's wireless operations,
such operations (which were previously reported ssparate segment) are classified as discontippmm@tions. Other operations include, but
are not limited to, the Company's non-regulated Idistance operations, Internet operations, conigetocal exchange carrier operations,
fiber transport business and security monitoringrapons.

The Company's telephone operations are conducteatah suburban and small urban communities istags. Approximately 70% of the
Company's telephone access lines are in WiscoMgasouri, Alabama, Arkansas and Washington.
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Year ended December 31, 2003

Depreciation
Operating and Opera
revenues amortization inco

(Dollars in thousands)

Telephone $ 2,071,980 450,851 688
Other operations 308,765 19,790 62
Total $ 2,380,745 470,641 750
Year ended December 31, 2002
Telephone $ 1,733,592 396,866 543
Other operations 238,404 14,760 43
Corporate overhead costs allocable to
discontinued operations - - (11
Total $ 1,971,996 411,626 575
Year ended December 31, 2001
Telephone $ 1,505,733 398,284 423
Other operations 173,771 8,754 22
Corporate overhead costs allocable to
discontinued operations - - (20
Total $ 1,679,504 407,038 425
Year ended December 31, 2003 2002 200
(Dollars in thousands)
Operating income $ 750,396 575,406 425
Interest expense (226,751) (221,845) (225
Income from unconsolidated cellular entity 6,160 5,582 7
Nonrecurring gains and losses, net - 3,709 33
Other income and expense 2,154 (63,814)
Income from continuing operations
before income tax expense $ 531,959 299,038 240
Year ended December 31, 2003 2002 200
(Dollars in thousands)
Capital expenditures
Telephone $ 317,357 319,536 351
Other operations 60,582 66,731 84
Total $ 377,939 386,267 435
December 31, 2003 2002 200
(Dollars in thousands)
Total assets
Telephone $ 6,747,036 6,962,713 4,754
Other operations 1,148,816 807,695 730
Assets held for sale - - 833
Total assets $ 7,895,852 7,770,408 6,318
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Interexchange carriers and other accounts rece&wabthe balance sheets are primarily amountsrdue farious long distance carriers,
principally AT&T, and several large local excharaperating companies.

(19) COMMITMENTS AND CONTINGENCIES

Construction expenditures and investments in veljdiuildings and equipment during 2004 are estichtt be $290 million for telephone
operations and $110 million for other operations.

In Barbrasue Beattie and James Sovis, on beh#iieofiselves and all others similarly situated, \wntGe/Tel, Inc., filed on October 29, 2002
in the United States District Court for the EastBistrict of Michigan (Case No. 02-10277), the ptéfs allege that the Company unjustly
and unreasonably billed customers for inside wiegntenance services, and seek unspecified moneggisrand injunctive relief under
various legal theories on behalf of a purported<laf over two million customers in the Compangisthone markets. The Court has not yet
ruled on the plaintiffs’ certification motion, ahds not yet set a date to resolve this issue. Gheurrent status of this case, the Company
cannot estimate the potential impact, if any, thet case will have on its results of operations.

AT&T filed a petition with the FCC in December 2088eking forbearance from enforcing certain provisiof the Telecommunications Act
of 1996 that allows LECs to file access tariffssostreamlined basis and, if certain criteria arg oheems those tariffs lawful. Certain of the
Company's telephone subsidiaries file interstatéfdalirectly with the FCC using this streamlingithg approach. As a result of recent court
rulings, tariffs that have been "deemed lawfuléffect nullify an interexchange carrier's abilibyseek refunds should the earnings from the
tariffs ultimately result in earnings above thehauized rate of return prescribed by the FCC. Tbem@any has not recognized any revenues
in excess of the authorized rate of return applectdthose carriers who historically have requéstgunds pending resolution of the "deer
lawful" tariff issue. The Company will continue toonitor the status of the AT&T petition with the ECAlthough it is possible the Company
could benefit favorably upon resolution of thisugsthere is no assurance that a favorable outedtheccur.
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From time to time, the Company is involved in vasather claims and legal actions relating to tredaict of its business. In the opinion of
management, the ultimate disposition of these msattédl not have a material adverse effect on tlhengany's consolidated financial position
or results of operations.

(20) SUBSEQUENT EVENT

On February 3, 2004, the Company announced thao#sd of directors approved a stock repurchasgrano that will allow the Company to
repurchase up to an aggregate of $400 milliontbeeiits common stock or convertible equity unit®pto December 31, 2005. The
Company commenced purchases under this plan on&gis, 2004.

* k k ok ok ok ok k%
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CENTURYTEL, INC.

Consolidated Quarterly Income Statement Information

(Unaudited)

First Second Third Four th

quarter quarter quarter  quar ter

(Dollars in thousands, except per share amou nts)
2003 (unaudited)
Operating revenues $ 580,530 590,148 603,752 606, 315
Operating income $ 184,773 188,381 190,781 186, 461
Net income $ 83,919 87,367 90,979 82, 442
Basic earnings per share $ .59 .61 .63 .57
Diluted earnings per share $ .58 .60 .63 .57
2002
Operating revenues $ 422,918 438,702 524,497 585, 879
Operating income $ 119,049 109,531 157,716 189, 110
Income from continuing operations $ 43,117 41,482 64,589 44, 345
Net income $ 70,767 78,763 607,749 44, 345
Basic earnings per share from continuing operations $ .30 .29 46 31
Basic earnings per share $ .50 .56 4.29 31
Diluted earnings per share from continuing operatio ns $ .30 .29 .45 31
Diluted earnings per share $ .50 .55 4.26 31
2001
Operating revenues $ 411,602 409,250 423,973 434, 679
Operating income $ 104,309 99,209 105,991 115, 796
Income from continuing operations $ 27,708 22,533 60,994 37, 846
Net income $ 46,722 154,241 92,305 49, 763
Basic earnings per share from continuing operations $ .20 .16 43 27
Basic earnings per share from continuing operations ,

as adjusted $ .28 .24 .51 .35
Basic earnings per share $ .33 1.10 .65 .35
Basic earnings per share, as adjusted $ 43 1.20 .75 45
Diluted earnings per share from continuing operatio ns $ .19 .16 43 27
Diluted earnings per share from continuing operatio ns,
as adjusted $ .28 .24 .51 .35

Diluted earnings per share $ .33 1.09 .65 .35
Diluted earnings per share, as adjusted $ 43 1.19 .75 .45

Diluted earnings per share for the fourth quarf&20®3 included a $.06 per share charge relategpéoating taxes, net of related revenue
effect, and interest associated with various opegaax audits.

Diluted earnings per share for the third quarte2@d2 included $3.72 per share related to the gaitihe sale of substantially all of the
Company's wireless operations, net of amountsemritff for costs expended related to the wirelestign of the new billing system curren
in development. Diluted earnings per share forftlweth quarter
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of 2002 was negatively impacted by $.27 per shelegad to the redemption premium on the CompanieSéeremarketable notes that were
redeemed in October 2002. On July 1 and Augus2@02, the Company acquired nearly 650,000 telephoness lines and related assets
from Verizon. See Note 2 for additional information
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MR A SAMPLE 000000000.000 ext
DESIGNATION (IF ANY) 000000000.000 ext

ADD 1 000000000.000 ext
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[ 1 Mark this box with an X if you have made chaade your name or address details above.

ANNUAL MEETING PROXY CARD

A. TO ELECT FOUR CLASS | DIRECTORS
1. The Board of Directors recommends a vote FORisked nominees.

FOR WIT HHOLD
01 - William R. Boles, Jr. [1 [ ]
02 - W. Bruce Hanks [1 [ |
03 - C.G. Melville, Jr. [] [ ]

04 - Glen F. Post, IlI [1 [ |

KEY FOR EXPLANATION OF VOTING RIGHTS

TVS - TOTAL VOTING SECURITIES, INCLUDING DIVIDEND R EINVESTMENT
AND/OR EMPLOYEE STOCK PURCHASE PLAN(S)
1VT - ONE-VOTE TOTAL
10VT - TEN-VOTE TOTAL
VOTE - TOTAL VOTES TO WHICH YOU ARE ENTITLED

NOTE: TO DETERMINE THE TOTAL NUMBER OF 10-VOTE
SHARES, DIVIDE THE 10VT AMOUNT BY TEN (10).

B. ISSUES

FOR AGAINST ABSTAIN

2. To ratify the selection of KPMG LLP as [1 [] [1
the Company's independent auditor for
2004.

3. In their discretion to vote upon such [1 [] [1
other business as may properly come
before the Meeting.

C. AUTHORIZED SIGNATURES - SIGN HERE - THIS SECTION MUST BE COMPLETED FOR YOUR INSTRUCTIONS TO BE
EXECUTED.



Please sign exactly as name appears on the caeific certificates representing shares to be vmtdtlis proxy. When signing as executor,
administrator, attorney, trustee or guardian, meagsge full title as such. If a corporation, pleaggn in full corporate name by president or
other authorized officer. If a partnership, plesigm in partnership name by authorized persons.

Signature 1 - Please keep  Signature 2 - Please keep Date (mm/dd/yyyy)
signature within the box  signature within the box
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PROXY - CENTURYTEL, INC.

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

The undersigned hereby constitutes and appoints E&l€ost, Il or Stacey W. Goff, or either of thgmnoxies for the undersigned, with full
power of substitution, to represent the undersigaretito cast the number of votes attributableltofahe shares of common stock and voting
preferred stock (collectively, the "Voting Sharesf)CenturyTel, Inc. (the "Company") that the ursigned is entitled to vote at the annual
meeting of shareholders of the Company to be helllay 6, 2004, and at any and all adjournmentstifgthe "Meeting").

The Board of Directors recommends that you vote F@Rhominees and the proposal listed on the rexade hereof. In addition to serving
as a Proxy, this card will also serve as instrutito Computershare Investor Services, LLC (theetR9 to cast in the manner designated on
the reverse side hereof the number of votes alledalithe undersigned, if any, that are attribwgablshares of the Company’'s common stock
held as of March 8, 2004 in the name of the Agedt@edited to any plan account of the undersignedcordance with the Company's
dividend reinvestment plan or employee stock pwetm@ans. Upon timely receipt of this Proxy, préypexecuted, all of the votes attributa

to your Voting Shares, including any held in theneaof the Agent, will be voted as specified. I&tRiroxy is properly executed but no spe
directions are given, all of your votes will be @dtfor the nominees and the proposal.

(Please See Reverse Si



