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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
CenturyTd, Inc.
CONSOLIDATED STATEMENTS OF INCOME

(UNAUDITED)
Three month: Nine months
ended September 3 ended September .,
2009 2008 2009 2008
(Dollars, except per share amounts, and shares in
thousands
OPERATING REVENUES $1,874,32! 650,07  3,145,17'  1,956,79.
OPERATING EXPENSE!
Cost of services and products (exclusivesgirdciation and amortizatio 684,86 242,24 1,155,222 719,68:
Selling, general and administrat 448,27! 98,75: 678,86 297,21
Depreciation and amortization 362,20: 128,35: 618,32¢ 394,99(
Total operating expenses 1,495,34. 469,34t 2,452,411 1,411,88
OPERATING INCOME 378,98 180,72 692,76: 544,91(
OTHER INCOME (EXPENSE
Interest expens (140,42) (49,489 (237,39) (148,77))
Other income (expense) 9,362 4,56¢ 15,17¢ 26,43
Total other income (expen (131,060) (44,914 (222,217) (122,33Y)
INCOME BEFORE INCOME TAX EXPENSI 247,92 135,81 470,55: 422,57"
Income tax expense 99,87¢ 50,62 185,79¢ 155,91¢
INCOME BEFORE NONCONTROLLING INTERESTS AND EXTRAORNARY
ITEM 148,04 85,18¢ 284,75! 266,65¢
Noncontrolling interest (412) (45€) (93€) (999)
NET INCOME BEFORE EXTRAORDINARY ITENM 147,63! 84,73: 283,81 265,66(
Extraordinary item, net of income tax expense amcontrolling interests (see Not¢
12) 133,21: - 133,21: -
NET INCOME ATTRIBUTABLE TO CENTURYTEL, INC. $ 280,848 84,733 417,032 265,660
BASIC EARNINGS PER SHARI
Income before extraordinary ite $ A4S .82 1.7C 2.5¢
Extraordinary iter $ 44 - .8C -
Basic earnings per she $ 94 .83 2.5C 2.5¢
DILUTED EARNINGS PER SHARE
Income before extraordinary ite $ A4S .83 1.7C 2.5¢
Extraordinary iter $ 44 - .8C -
Diluted earnings per she $ 94 .83 2.5(C 2.5¢
DIVIDENDS PER COMMON SHARE $ .7C 1.332¢ 2.1C 1.467¢
AVERAGE BASIC SHARES OUTSTANDINC 298,13: 100,40:. 165,55¢ 103,39t

AVERAGE DILUTED SHARES OUTSTANDINC 298,40: 100,64° 165,66¢ 103,77:

See accompanying notes to consolidated financitsents.



CenturyTd, Inc.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(UNAUDITED)

NET INCOME BEFORENONCONTROLLING INTERESTS

OTHER COMPREHENSIVE INCOME, NET OF TA>
Marketable securitie
Unrealized holding loss, net of ($38%)

Reclassification adjustment for gaidlided in net income, net of ($1,730
tax

Derivative instrument:

Reclassification adjustment for losisesuded in net income, net of $67, $t
$200 and $200 ta

Defined benefit pension and postretirementglaet of $1,673, $91, $7,161 an«
($662) tax

Net change in other comprehengicome (loss), net of tax

COMPREHENSIVE INCOME
Comprehensive income attributable to noncontroliirtgrests
COMPREHENSIVE INCOME ATTRIBUTABLE TO CENTURYTEL, IG.

See accompanying notes to consolidated finanassients.

Three month:

ended September 3

Nine months

ended September 3

2009 2008 2009 2008
(Dollars in thousands
$ 282,80! 85,18¢ 419,51: 266,65¢
- - - (539
- - - (2,77¢
107 107 321 321
2,684 147 11,48" (1,067)
2,791 254 11,80¢ (4,050
285,59t 85,44 431,32: 262,60
(1,957) (45€) (2,48) (999
$ 283,63 84,98’ 428,84(

261,61(



ASSETS

CURRENT ASSET¢
Cash and cash equivalel

CenturyTd, Inc.
CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

Accounts receivable, less allowance of $35,668%it]290

Materials and supplies, at average ¢
Deferred income tax ass

Other
Total current assets

NET PROPERTY, PLANT AND EQUIPMEN

Property, plant and equipme
Accumulated depreciation
Net property, plant and equipme

GOODWILL AND OTHER ASSET<
Goodwill
Other intangible asse
Customer lis
Othel
Other asset
Total goodwill and other assets
TOTAL ASSETS

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Current maturities of lor-term debi
Accounts payabl
Accrued expenses and other liabilit
Salaries and benef
Income taxe
Other taxe
Interes
Othel

Advance billings and customer deposits

Total current liabilitie

LONG-TERM DEBT

DEFERRED CREDITS AND OTHER LIABILITIES

Deferred income tax
Benefit plan obligatiol
Other deferred credits

Total deferred credits axider liabilities

STOCKHOLDERS' EQUITY

Common stock, $1.00 par value, authorized 800,@@0shares, issued
and outstanding 297,467,054 and 100,277,21&s

Paic-in capital

Accumulated other comprehensive loss, net o

Retained earning
Preferred stoc- nor-redeemabl
Noncontrolling interest

Total stockholders’ equity

Septembe
30,
2009

Decembe!

31,
2008

(Dollars in thousands

$ 531,18 243,32
670,73:  230,29:
43,37 8,86:
105,23; 29,42’
107,73 43,50
1,458,25: 555,40

15,608,55 8,868,45:

(6,245,36)) (5,972,55)
9,363,18 2,895,89:

10,033,99 4,015,67.
1,143,92; 146,28
326,93 42,75(
630,76¢ 598,18

12,135,61 4,802,89

$22,957,06 8,254,19!

$ 769,48, 20,40
331,69 135,08
300,15(  99,64¢
95,92¢ -
156,31¢ 44,13
210,42!  75,76¢
66,30]  26,77:
218,98. 56,57
2,149.27 _ 458,39
7,454,551 3,29411'

2,157,46€ 854,102

1,514,092 348,140
317,682 131,636

3,089,247 1,333,87¢
297,46 100,27
5,958,951 39,96
(111,68) (123,48
3,212,320 3,146,25

23€ 23€
6,72¢ 4,56¢
9,364,02! 3,167,80:




TOTAL LIABILITIES AND EQUITY $22,957,06. 8,254,19!

See accompanying notes to consolidated financigstents.



CenturyTd, Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciation and amortizatic
Extraordinary iten
Gain on asset disposition and liquidation of meakke securitie
Deferred income taxe
Shar-based compensatic
Income from unconsolidated cellular ent
Distributions from unconsolidated cellular ent
Changes in current assets and current liabili
Accounts receivabl
Accounts payabl
Accrued income and other tax
Other current assets and other current liabilities
Retirement benefit
Excess tax benefits from sh-based compensatic
Increase in other noncurrent as¢
Decrease in other noncurrent liabilit
Other, ne
Net cash provided by operating activities

INVESTING ACTIVITIES
Payments for property, plant and equipmr
Cash acquired from Embarq acquisit
Purchase of wireless spectn
Proceeds from liquidation of marketable securi
Proceeds from sales of assets, net of cast
Other, ne

Ne t cash used in investing activities

FINANCING ACTIVITIES
Payments of det
Net proceeds from issuance of l-term debt
Proceeds from issuance of common si
Repurchase of common sta
Net proceeds from settlement of hed
Cash dividend
Excess tax benefits from sh-based compensatic
Other, net
Net cash used in financing activiti

Net increase in cash and cash equival
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of pe
Supplemental cash flow informatic
Income taxes paid
Interest paid (net of capitalized interefs$@09 and $1,958)

See accompanying notes to consolidated financitdsents.

Nine months

ended September .,

2009 2008
(Dollars in thousands
$ 417,96¢ 266,65¢
618,32¢ 394,99(
(133,21) -
- (12,457
38,237 23,957
39,61¢ 11,87¢
(15,359 (8,204
14,137 15,96(
(2,782) 8,30z
(93,289 (22,307
36,73¢ (25,21¢)
147,87- (14,46%)
(100,301) 21,34¢
(2,10 (787)
(547) 6,10¢
(12,499 (4,977
7,94 6,44%
961,76 667,23:
(417,12) (185,00:)
76,90¢ -
- (148,96
- 34,94t
- 15,80¢
3,02¢ (3,567
(337,199 (286,78))
(626,61¢) (255,30¢)
644,42: 563,11!
12,672 10,67
(8,779 (347,26)
- 20,74¢
(350,959 (150,149
1,10¢ 787
(8,554) 1,49¢
(336,707 (155,89)
287,86: 224 55!
243,32° 34,40:
$ 531,18¢ 258,95’
$ 126,70t 172,11¢
$ 158,96: 151,90¢






CenturyTd, Inc.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(UNAUDITED)

COMMON STOCK
Balance at beginning of peri
Issuance of common stock to acquire Embarg&ation
Issuance of common stock through dividenduesitment, incentive and benefit ple
Repurchase of common stc
Shares withheld to satisfy tax withholdir
Conversion of preferred stock into common lstoc

Balance at end of peri

PAID-IN CAPITAL
Balance at beginning of peri

Nine months
ended September <,

Issuance of common stock to acquire Embarg@ation, including portion of she-based compensatic

awards assumed by Century’
Issuance of common stock through divid« reinvestment, incentive and benefit pli
Repurchase of common stc
Shares withheld to satisfy tax withholdir
Conversion of preferred stock into common st
Excess tax benefits from sh-based compensatic
Shar-based compensatic
Other

Balance at end of period

ACCUMULATED OTHER COMPREHENSIVE LOSS, NET OF TA
Balance at beginning of peri
Change in other comprehensive loss (net déssification adjustment), net of tax

Balance at end of perit

RETAINED EARNINGS
Balance at beginning of peri
Net income attributable to CenturyTel, |
Repurchase of common stc
Cash dividends declar
Common stoc- $2.10 and $1.4675 per share, respecti
Preferred stock

Balance at end of peri

PREFERRED STOCH NON-REDEEMABLE
Balance at beginning of peri
Conversion of preferred stock into common st

Balance at end of period

NONCONTROLLING INTERESTS
Balance at beginning of peri
Net income attributable to noncontrolling net&ts
Extraordinary gain attributable to nonconirgjlinterest:
Distributions to noncontrolling interes
Balance at end of peri

TOTAL STOCKHOLDERS' EQUITY

See accompanying notes to consolidated finan@ssients.

2009 2008
(Dollars in thousands
$ 100,27 108,49:.
196,08: -
1,417 93¢
- (9,626
(310 (50)
- 367
297,46 100,12:
39,96: 91,14}
5,873,90. -
11,25¢ 9,73¢
- (91,409
(8,464 (1,664
- 6,36¢
1,10¢ 787
39,61¢ 11,87¢
1,571 (50%)
5,958,95! 26,34(
(123,489 (42,707
11,80¢ (4,050)
(111,687 (46,757
3,146,25  3,245,30;
417,03: 265,66(
- (244,51)
(350,95() (149,977)
(©) 77
3,212,321  3,116,30
23¢ 6,971
- (6,73)
23€ 23€
4,56¢ 6,60¢
93¢ 99¢
1,54¢ -
(320) (2,307)
6,72¢ 5,297
$9,364,02¢  3,201,53




CenturyTd, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2009
(UNAUDITED)

Q Basis of Financial Reporting

Our consolidated financial statements include tteants of CenturyTel, Inc. and its majorayned subsidiaries. Certain information .
footnote disclosures normally included in finanatdtements prepared in accordance with generatigpded accounting principles have been
condensed or omitted pursuant to rules and regakf the Securities and Exchange Commission; iexyé the opinion of management,
disclosures made are adequate to make the infamatesented not misleading. The consolidated éiahstatements and footnotes included
in this Form 10-Q should be read in conjunctiorhviite consolidated financial statements and nb®to included in our annual report on
Form 10-K for the year ended December 31, 2008disaussed in Note 2, these financial statemefiectahe results of operations of Embarq
Corporation (“Embarg”) subsequent to our July 102@cquisition of Embarg. We have evaluated sukesgticevents through November 9,
2009 for inclusion in this quarterly report on Foi®+Q.

The financial information for the three months aiite months ended September 30, 2009 and 2008h&sen audited by independent
certified public accountants; however, in the opinof management, all adjustments necessary temréarly the results of operations for the
three-month and ninmonth periods have been included therein. Thetesfibperations for the first nine months of tleayare not necessal
indicative of the results of operations which migbtexpected for the entire year.

2 Events Associated with the Acquisition of Embarq

On July 1, 2009, pursuant to the terms and conditaf the Agreement and Plan of Merger, dated &ctdber 26, 2008 (the “Merger
Agreement”), we acquired Embarq through a mergarstaction, with Embarq surviving the merger as allowned subsidiary of
CenturyTel. The combined company has an operatiegence in 33 states with approximately 7.2 nmilkocess lines and approximately 2.2
million broadband customers, based on operating aabf September 30, 2009.

As a result of the merger, each outstanding shiaEentvarq common stock was converted into the righieceive 1.37 shares of our
common stock (“CTL common stock”), with cash paidieu of fractional shares. Based on the numbe&esfturyTel common shares issued to
consummate the merger (196.1 million), the clositogk price of CTL common stock as of June 30, 2828.70) and the pre-combination
portion of share-based compensation awards asshyn€dnturyTel ($50.2 million), the aggregate mergmsideration approximated $6.1
billion. The premium paid by us in this transantie attributable to strategic benefits, includemhanced financial and operational scale,
market diversification, leveraged combined netwahkd improved competitive positioning. None of goedwill associated with this
transaction will be deductible for income tax pLses.

The results of operations of Embarq are includeglinconsolidated results of operations beginnirg 1, 2009. Approximately $1.299
billion of operating revenues of Embarg are inclidteour consolidated results of operations forttiree and nine months ended Septembe
2009. CenturyTel is the accounting acquirer is thknsaction. We will recognize Embarq’s assetsliabilities at their acquisition date fair
values. The assignment of a fair value to thetass=uired and liabilities assumed of Embarq thedelated estimated lives of depreciable
tangible and identifiable intangible assets) waljuire a significant amount of judgment. Such ¥aiue will be determined based upon ana
to be performed by an independent valuation firmiclv we expect to be complete by the end of 20008 following is a preliminary
assignment of the fair value of the assets acquinediabilities assumed based on currently aveslatiormation. Such final identification of
all the intangible assets acquired and the fainevalssignment may be significantly different thzet reflected below (dollars in thousands).

Current assel $ 700,10¢
Net property, plant and equipme 6,369,02
Identifiable intangible asse
Customer lis 1,055,901
Rights of way 268,50(
Other (trademarks, internally developed softwaoenses 26,917
Other nol-current assei 37,75
Current liabilities (910,789
Long-term debt (4,886,53)
Other lon¢-term liabilities (2,608,74)
Goodwill 6,018,32
Total purchase price $ 6,070,44!



The following unaudited pro forma finandialormation presents the combined results of Qgiitel and Embarg as though the acquisi
had been consummated as of January 1, 2009 and 23@@ctively, for the two periods presented below

Nine months
ended September 3
2009 2008
(Dollars in thousands
Operating revenue $5,816,001 6,260,001
Income before extraordinary ite 667,000  804,00(
Basic earnings per share before extraordinary 2.2¢ 2.61
Diluted earnings per share before extraordinam 2.2¢ 2.6(

These results include certain adjustments, primdrike to increased depreciation and amortizatisn@ated with the property, plant and
equipment and identifiable intangible assets, iasee retiree benefit costs due to the eliminatfameecognized actuarial losses, and the
related income tax effects. The pro forma infoioratioes not necessarily reflect the actual residiltgperations had the acquisition been
consummated at the beginning of the periods indétabr is it necessarily indicative of future opigxgresults. Other than those realized
subsequent to the July 1, 2009 acquisition dagepth forma information does not give effect to apyential revenue enhancements or cost
synergies or other operating efficiencies that dosabkult from the acquisition.

During the third quarter of 2009, we recognizechggregate of approximately $195 million of integraf transaction and other costs
related to the Embarq acquisition. Of the $198iom| approximately $47 million related to closingsts, including investment banker and
legal fees, in connection with consummation ofrtterger and is reflected as an operating expemsaddition, we incurred approximately
$148 million of integration-related operating expes related to system and customer conversionspgegprelated severance and benefit
costs and branding costs associated with changingrade name to CenturyLink. Based on curresi@land information, we expect to incur
approximately $190 million of additional non-redong integration related operating expenses subsgqoa&eptember 30, 2009. The specific
details of these additional integration activitig$i continue to be refined.

On July 1, 2009, in connection with the Merger Agment, and as approved by our shareholders onJa21,a2009, we filed Amended
and Restated Articles of Incorporation to (i) elaie our timgahase voting structure, which previously entitledsons who beneficially own
shares of our common stock continuously since Myyl987 to ten votes per share, and (ii) increlaseatithorized number of shares of our
common stock from 350 million to 800 million. As amended and restated, our Articles of Incorpangbrovide that each share of our
common stock is entitled to one vote per share wipect to each matter properly submitted to $iedders for their vote, consent, waiver,
release or other action. These amendments refactges contemplated or necessitated by the MAgyeement and are described in detail in
our joint proxy statement-prospectus filed with 8ecurities and Exchange Commission and first madeshareholders of CenturyTel and
Embarq on or about December 22, 2008._In RobefGst, Sr. et al. v. CenturyTel, Inc. et,dlled March 13, 2009 in the 142 Judicial
District Court of Texas, Midland County (Case N&/-@6861), certain of our former ten-vote sharehddehallenged the effectiveness of the
vote to eliminate our time-phase voting structée believe we followed all necessary steps to @rgeffect the amendments described
above and are defending the case accordingly.

On January 23, 2009, Embarg amended itdiCAgreement to effect, upon completion of the gegr a waiver of the event of default 1
would have arisen under the Credit Agreement salslg result of the merger and enabled the Cregteeiment, as amended, to remain in |
after the merger. Previously, in connection whik Merger Agreement, we had entered into a commitietter with various lenders whi
provided for an $800 million bridge facility thaiowld be available to, among other things, refindmeeowings under the Credit Agreemer
the event a waiver of the event of default aridimgn the consummation of the merger could not hasen obtained and other financing
unavailable. On January 23, 2009, we terminateccmmitment letter. Upon entering into and teatiimg the commitment letter, we paid
aggregate of $8.0 million to the lenders. Suchamdbas been reflected as an expense (in Othemm¢expense)) in the first nine month
2009.



3 Goodwill and Other Intangible Assets
Goodwill and other intangible assets as of Septerd@e2009 and December 31, 2008 were composédtedbtiowing:

Sept. 30 Dec. 31,
2009 2008

(Dollars in thousands

Goodwill $10,033,99  4,015,67-

Intangible assets subject to amortizal
Customer list

Gross carrying amou $ 1,237,20! 181,30¢
Accumulated amortizatic (93,287 (35,026
Net carrying amout $ 1,143,92. 146,28:
Other
Gross carrying amou $ 69,66 42,75(
Accumulated amortizatic (11,237) -
Net carrying amout $ 58,43¢ 42,75(
Other intangible assets not subject to amortization $ 268,50 -

The increase in goodwill and intangible assets fiasember 31, 2008 is due to our acquisition of &mb See Note 2 for additional
information concerning the fair value preliminarédgsigned to these assets. We are amortizingustoroer list intangible asset associated
our Embarq acquisition over an average of 11 yesirgy an accelerated method of amortization (suth@$ears digits) to more closely mat
the estimated cash flow generated by such asstctize July 1, 2009 we changed the assessmamgeftil life for our franchise rights from
indefinite to 20 years (straight-line).

As of September 30, 2009, we completed our anmodirment test of goodwill. Such impairment testleded the goodwill associated
with our acquisition of Embarq pending finalizatiohthe determination of the fair values of assetguired and liabilities assumed in
connection therewith. We determined that our gabdexcluding the goodwill associated with the Eanty acquisition) was not impaired as of
September 30, 2009. We plan to perform an impaitrtest on the goodwill established in connectidtihvwur Embarq acquisition during the
fourth quarter of 2009.

Total amortization expense related to the intamgéssets subject to amortization for the first mmumths of 2009 was $69.5 million (wh
includes $56.6 million of amortization related mdangible assets from our Embarq acquisition basegreliminary allocations) and is expec
to be $130.7 million annually for 2009, $196.7 ol for 2010, $177.2 million for 2011, $157.3 nolti in 2012 and $139.4 million in 2013
(based on the preliminary determination of fairuesl related to Embagassets acquired and liabilities assumed as disddarther in Note 2

4 Postretirement Benefits
Our incumbent postretirement health care plan plespostretirement benefits to qualified legacyt@siTel retirees. The postretirement
health care plan we acquired as part of our adéprisbf Embarq provides postretirement benefitqualified legacy Embarq retirees. Until

such time as we can integrate the pension, wedfiadeother benefit plans of Embarg with ours, we ptacontinue to operate those plans
independently.

10



Net periodic postretirement benefit cost for thiedtlquarter of 2009 includes the effects of ouy 2009 acquisition of Embarg. Net
periodic postretirement benefit cost for the threenths and nine months ended September 30, 200208&dincluded the following
components:

Three month: Nine months
ended September 3 ended September 3
2009 2008 2009 2008
(Dollars in thousands
Service cos $ 3,17¢ 1,23¢ 5,701 3,732
Interest cos 8,44¢ 4,827 18,24¢ 14,62¢
Expected return on plan ass (847) (5871 (1,540 (1,767)
Amortization of unrecognized prior service ¢ (887) (653) (2,660) (1,95%)
Net periodic postretirement benefit ¢ $ 9,88¢ 4,83 19,74¢ 14,64¢

We contributed $16.7 million to our posteinent health care plans in the first nine mowth2009 and expect to contribute
approximately $26.9 million for the full year.

(5) Defined Benefit Retirement Plans

Our incumbent qualified defined benefit pensiomplarovide pension benefits for substantiallyedldcy CenturyTel employees. The
qualified defined benefit pension plan we acquiedart of our acquisition of Embarq provides pems&ienefits for substantially all legacy
Embarg employees. Both CenturyTel and Embarq pasé@ously sponsored, or continue to sponsor, supehtal executive retirement plans
providing certain officers with supplemental retirent, death and disability benefits.

In late February 2008, our Board of Directors apptbcertain actions related to our Supplementatitkee Retirement Plan, including (i)
freezing benefit accruals effective February 29Q&8and (ii) amending the plan to permit particigaiotreceive in 2009 a lump sum distribut
of the present value of their accrued plan benbfiteed on their election, which occurred in th@sdayuarter of 2008. We also enhanced plan
termination benefits by (i) crediting each actiwatjzipant with three additional years of servicel i) crediting each participant who was not
in pay status under the plan with three additigealrs of age in connection with calculating thespré value of any lump sum distribution. We
recorded an aggregate curtailment loss of appraeiy&8.2 million in 2008 related to the above-déssd items. In addition, upon the
payment of the lump sum distributions in early 2008 also recognized a settlement loss (whichdiided in selling, general and
administrative expense) of approximately $7.7 wnilin the first quarter of 2009.

Due to change of control provisions that were &iggl upon the consummation of the Embarq acquisitioJuly 1, 2009, certain retirees
who were receiving monthly annuity payments und€eaturyTel supplemental executive retirement plane paid a lump sum distribution
calculated in accordance with the provisions offilam. A settlement expense of approximately $&lon was recognized in the third quar
of 2009 as a result of these actions.

The legacy Embarq pension plan contains a provigiahgrants early retirement benefits for certarticipants affected by workforce
reductions. During the third quarter of 2009, weagnized approximately $14.7 million of additiopahsion expense related to these
contractual benefits.

Net periodic pension expense for the third quast&009 includes the effects of our July 1, 200§uésition of Embarg. Net periodic
pension expense for the three months and nine mamnttled September 30, 2009 and 2008 included ba/fiog components:

Three month: Nine months
ended September 3 ended September 3
2009 2008 2009 2008
(Dollars in thousands

Service cos $ 14,37: 2,09¢ 21,36( 10,85¢
Interest cos 60,72 9,331 73,97¢ 22 ,54¢
Expected return on plan ass (56,859 (10,269 (70,78% (26,969
Curtailment los: - - 7,711 8,23¢
Settlement los 8,89( - 8,89( -
Contractual retirement benef 14,67¢ - 14,67¢ -
Net amortization and deferr 4,101 794 12,45: 2,38

Net periodic pension expen $  45,90¢ 1,952 68,28( 17,05¢
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During the third quarter of 2009, we contributed $illion to the legacy Embarg pension plan. Ptiacipally to an accumulated
positive “credit balance” under our principal incoemt pension plan, we expect our required minimashaontributions for this plan for 2009
to be minimal. Nonetheless, we may make furthecrétionary contributions in the fourth quarte2609.

(6) Debt Tender Offer and Concurrent Debt Offering

In September 2009, CenturyTel, Inc. and its whollyaed subsidiary, Embarg Corporation, commencet {i#bt tender offers under
which they offered to purchase up to $800 milliénheir outstanding notes. In October 2009, ()Harg purchased for cash $471.7 million
principal amount of its 6.738% Notes due 2013 aifeCenturyTel, Inc. purchased for cash $74.3 milprincipal amount of its 5.5% Series O
Senior Notes, due 2013, $182.5 million principabamt of its 7.875% Series L Senior Notes, due 281 $17.5 million principal amount of
its 8.375% Series H Senior Notes, due 2010. Theeagte amount of the debt repurchased in Octdi@9 25746.1 million) is reflected in
current maturities of long-term debt on the balastveet as of September 30, 2009. Due primaritiiggoremiums paid in connection with
these debt extinguishments, we will record a omefpre-tax charge of approximately $61 milliontie fourth quarter of 2009 related to the
completion of the tender offers.

We funded these debt tender offers with net pracce€8$644.4 million from the September 2009 isseanic(i) $250 million of 10-year,
6.15% senior notes and $400 million of 30-year%y $&nior notes and (ii) additional borrowings unaol@r existing revolving credit facility.

) Stock-based Compensation

We recognize as compensation expense our costasflag employees with equity instruments by allocathe fair value of the award on
the grant date over the period during which thelegge is required to provide service in exchangelfe award.

We currently maintain programs which allow the Bbaf Directors, through its Compensation Committeggrant incentives to certain
employees and our outside directors in any onecmngbination of several forms, including incentared non-qualified stock options; stock
appreciation rights; restricted stock; and perfaorogashares. As of September 30, 2009, we hadvezsapproximately 32.7 million shares of
common stock which may be issued in connection aitArds under our current incentive programs. A affer an Employee Stock
Purchase Plan whereby employees can purchase mumnao stock at a 15% discount based on the lowthreobeginning or ending stock price
during recurring six-month periods stipulated iclsgprogram.

Upon the consummation of the Embarq acquisitiodwy 1, 2009 (see Note 2), outstanding Embarq stptions and restricted stock ui
were converted to 7.2 million CenturyTel stock ops and 2.4 million restricted stock units basedhenexchange ratio stipulated in the
Merger Agreement. The fair value of the former BEngpbstock option awards that were converted to @ghel stock options was estimated as
of the July 1, 2009 conversion date using a Blachke®s option pricing model.

Our outstanding restricted stock awards generalt wver a three- or five-year period (for empl®ye® a three-year period (for outside
directors). Certain restricted stock units issteedertain legacy Embarq employees vest overiaghbef less than one year. During the first
nine months of 2009, 802,888 shares of restridimckgsubstantially all of which have a three-yeesting period) were granted to employees
and outside directors at an average grant datedhie of $27.21 per share.

Our outstanding stock options have been grantdd avitexercise price equal to the market price oft@gTel's shares at the date of
grant. Our outstanding options generally haveregttyear vesting period and all of them expireytesrs after the date of grant. The fair value
of each stock option award is estimated as of #te df grant using a Black-Scholes option pricinedel. We did not grant any options to
employees during the first nine months of 2009.

The total compensation cost for all share-basedhpay arrangements for the first nine months of 280® 2008 was $39.6 million and
$11.9 million, respectively. Upon the consummatdmhe acquisition of Embarqg on July 1, 2009,\heting schedules of certain of our
restricted stock and stock option grants issueat poi 2009 were accelerated due to change of dgmoeisions in the respective share-based
compensation plans (with the exception of grantsettain officers who waived such accelerationt)igtn addition, the vesting of certain otl
awards was accelerated upon the termination of @mpnt of certain employees. As a result of acatilgg the vesting schedules of these
awards, we recorded share-based compensation expkapproximately $17.0 million in the third querbf 2009 above amounts that would
have been recognized absent the triggering of thiegege of control and termination of employmemwtfgions.
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As of September 30, 2009 there were 3.5 milliomehaf nonvested restricted stock and restricteckatnits outstanding at an average
grant date fair value of $30.67 per share.

Outstanding and exercisable stock options as ofe@dger 30, 2009 were as follows:
Average

remaining  Aggregate
Number Average contractue intrinsic

term (in
of options price years) value*
Outstanding 10,530,89 $  37.1¢ 4.8 $20,466,00
Exercisable 9,317,200 $  37.4¢ 4.4 $18,031,00

* Includes only those options with intrinsic val(@tions where the exercise price is below theketgprice).

As of September 30, 2009, there was $63.3 millibiotl unrecognized compensation cost relatetiécshare-based payment
arrangements, which we expect to recognize ovezighted average period of 2.1 years. Compensatipanse for these awards will be
recognized over a shorter period if the employsesvice period is shorter than the vesting schedfullee respective grants.

(8) Income Taxes

Our effective income tax rate was 39.3% and 37.64He nine months ended September 30, 2009 arft] 28pectively. The lump sum
distributions attributable to certain executiveiagfs that were made in connection with discontigathe Supplemental Executive Retirement
Plan (see Note 5) are currently being reflectedasdeductible for income tax purposes pursuaiftternal Revenue Code Section 162(m)
limitations. However, due to the consummationh&f Embarg acquisition on July 1, 2009, we beliénepgayments could potentially be
deductible. We have requested a Private LetteinBfitom the Internal Revenue Service in relatiothte treatment of these distributions. If a
favorable ruling is received, the distributionsivié treated as deductible and the income tax iiemiéifbe recognized in the period such ruling
is received. The treatment of the distributions@s-deductible resulted in the recognition of approxiha$6.7 million of income tax expen
in the first quarter of 2009 above amounts thatlddave been recognized had such payments beewtd#deddor income tax purposes. Our
2009 effective tax rate is also higher becausertiomoof our merger-related transaction costs irediduring the first nine months of 2009 are
non-deductible for income tax purposes (with suehtment resulting in a $6.9 million increase tooime tax expense). Such increases in
income tax expense were partially offset by a $5il8on reduction in income tax expense caused bgdaiction to our deferred tax asset
valuation allowance associated with state net dimgréoss carryforwards due to a law change in@ineur operating states that we believe will
allow us to utilize our net operating loss carryfards in the future. Prior to the law change, suetoperating loss carryforwards were fully
reserved as it was more likely than not that tleaseyforwards would not be utilized prior to expioa.

9) Business Segments

Our operating revenues for our products and sesvitcguded the following components for the perisdscified below:

Three month: Nine months
ended September 3 ended September 3
2009 2008 2009 2008
(Dollars in thousands

Voice $ 829,69 218,25: 1,247,21 658,63¢
Network acces 352,75¢ 205,38 735,96¢ 621,98
Data 470,46! 132,63: 753,32! 390,46:
Fiber transport and CLE 43,68¢ 38,00¢ 126,94 120,80!
Other 177,71¢ 55,79¢ 281,72( 164,90
Total operating revenut $1,874,32! 650,070  3,145,17! 1,956,79
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We derived our voice revenues by providing locallenge telephone and long distance services toustiomers in our local exchange
service areas.

We derived our network access revenues primaidiinf(i) providing services to various carriers andtomers in connection with the use
of our facilities to originate and terminate thigiterstate and intrastate voice transmissions @éne€eiving universal support funds which
allows us to recover a portion of our costs undeefal and state cost recovery mechanisms.

We derived our data revenues primarily by providiigh-speed Internet access services (“DSL”) artd ttansmission services over
special circuits and private lines in our local lexcge service areas.

Our fiber transport and CLEC revenues include reesrfrom our fiber transport, competitive local lexege carrier and security
monitoring businesses.

We derived other revenues primarily by (i) leasisglling, installing and maintaining customer preenielecommunications equipment i
wiring, (ii) providing payphone services, (iii) piipating in the publication of local directorig$y) providing network database services, and
(v) providing our video services, as well as othew product and service offerings.

We are required to contribute to several univessalice fund programs and generally include a sugghamount on our customers’ bills
which is designed to recover our contribution co8sch amounts are reflected on a gross basisristatement of income (included in both
operating revenues and expenses) and aggregateakipately $52 million for the nine months ende@®enber 30, 2009 (which includes the
third quarter 2009 amounts related to the Embaoggties) and $31 million for the nine months en8egtember 30, 2008.

(20) Recent Accounting Pronouncements

In June 2009, the Financial Accounting Standardasr8@ssued guidance regarding the accounting stdsdadification and the hierarchy
of generally accepted accounting principles (“GARAPThe codification is now the single source afhauitative United States GAAP for all
non-governmental entities. The codification, whitgicame effective July 1, 2009, changes the refergrand organization of accounting
guidance. The issuance of this codification stath@dl not change GAAP, and therefore the adoptibthis guidance will only affect how
specific references to GAAP literature are disaloigethe notes to our consolidated financial statets

In December 2007, the Financial Accounting Stansl&wolard issued guidance on business combinatidrnishwequires an acquiring ent
to recognize all of the assets acquired and lizsliassumed in a transaction at the acquisitioe féé value with limited exceptions. Such
guidance also changes the accounting treatmegeftain specific items, including acquisition costsquired contingent liabilities,
restructuring costs, deferred tax asset valuatiomwances and income tax uncertainties after tlyuattion date and is effective for us for all
business combinations for which the acquisitioredsaion or after January 1, 2009. We will accdanbur acquisition of Embarq using this
guidance. During the first nine months of 2009,im@irred approximately $47.2 million of transaatielated expenses (primarily investment
banker and legal fees) related to our acquisitfdBrobarq. Such costs are required to be experséedarred and are reflected in selling,
general and administrative expense in our congelitistatement of income for the nine months endgde®nber 30, 2009.

In June 2008, the Financial Accounting Standardsr@dssued guidance on determining whether instnisngranted in share-based
payment transactions are participating securitissed on this guidance, we have concluded thavatstanding non-vested restricted stock is
a participating security and therefore should loduished in the earnings allocation in computing &ays per share using the two-class
method. The guidance was effective for us begupimrfirst quarter 2009 and requires us to recastpoeviously reported earnings per
share. Our previously reported diluted earningsshare for the first nine months 2008 ($2.55 pare) has been recast using the new
accounting guidance ($2.53 per share). If outtélidiearnings per share would have been calculaied the new accounting guidance for the
full year 2008, our diluted earnings per share wdwdve been $3.52 per share as compared to $3.56 .
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In December 2007, the Financial Accounting Stansl&wdlard issued guidance regarding noncontrollitgré@sts in consolidated financial
statements, which requires noncontrolling interéstse recognized as equity in the consolidatedrua sheets. In addition, net income
attributable to such noncontrolling interests iguieed to be included in consolidated net incorfibis guidance is effective for fiscal years
beginning on or after December 15, 2008. Our firstatements as of and for the nine months eSgpdember 30, 2009 reflect our
noncontrolling interests as equity in our consdbdabalance sheet. Prior periods have been adjtsteflect this presentation.

In April 2009, we adopted guidance issued by thmfk¢ial Accounting Standards Board related to sylesst events, which formalizes the
existing principles for subsequent events and requadditional disclosures about the period beirsduated and the nature and estimated
financial effect of nonrecognized subsequent evehte adoption of this new guidance did not haweagerial impact on our financial position
or results of operations.

In January 2009, we adopted new accounting guidesiated to employers’ disclosure about postretienienefit plan assets, which
expands the disclosures required by previous gagl&mdiscuss the assumptions and risks used tputenfair value for each category of plan
assets. Since we use a year end measurement datee plan assets, all disclosures requiredbeilinitially required in our December 31,
2009 financial statements.

We are subject to certain accounting standarddéfate fair value, establish a framework for measpfair value and expand the
disclosures about fair value measurements reqoirpermitted under other accounting pronouncemenite fair value accounting guidance
establishes a three-tier fair value hierarchy, Wigdoritizes the inputs used to measure fair vallisese tiers include: Level 1 (defined as
observable inputs such as quoted market pricestiveamarkets), Level 2 (defined as inputs othantuoted prices in active markets that are
either directly or indirectly observable), and LES8ddefined as unobservable inputs in which littteno market data exists).

As of September 30, 2009, we held life insurancdreats with cash surrender value that are requirde measured at fair value on a
recurring basis. The following table depicts thassets held and the related tier designation.

Balance
Description Sept. 30, 200! Level 1 Level 2 Level 3
(Dollars in thousands
Cash surrender value of life insurance contracts $
100,887 100,887 - -

(11) Commitments and Contingencies

In Barbrasue Beattie and James Sovis, on beh#tieofiselves and all others similarly situated, wvatGeyTel, Inc., filed on October 28, 2
in the United States District Court for the EastBistrict of Michigan (Case No. 020277), the plaintiffs allege that we unjustly amdeasone
billed customers for inside wire maintenance sesj@and seek unspecified monetary damages andiivjemelief under various legal theori
behalf of a purported class of over two million trusers in our telephone markets. On March 10, 28@6District Court certified a class of
plaintiffs and issued a ruling that the billing degtions we used for these services during an@agprately 18-month period between October
2000 and May 2002 were legally insufficient. Oppeal of this class certification decision was ddniOur preliminary analysis indicates tl
billed less than $10 million for inside wire maingnce services under the billing descriptions &nd periods specified in the District Court
described above. Should other billing descriptibasietermined to be inadequate or if claims dosveld for additional time periods, the am
of our potential exposure could increase signifilyaabove amounts previously accrued. The Distigtirt’s order does not specify the awa
damages, the scope and amounts of which, if amyairesubject to additional faéirding and resolution of what we believe are valefenses
plaintiff's claims. Accordingly, we currently caohreasonably estimate the maximum amount of pleskibs. However, based on current
circumstances we do not believe that the ultimateame of this matter will have a material advesect on our financial position or aying
results of operations.

Over 60 years ago, one of our indirect subsidia@entel Corporation, acquired entities that mayehavned or operated seven former
plant sites that produced “manufactured gas” uademocess widely used through the mid-1900s. Chatgbeen a subsidiary of Embarq since
being spun-off in 2006 from Sprint Nextel, whiclgated Centel in 1993. None of these plant sitescarrently owned or operated by either
Sprint Nextel, Embarq or their subsidiaries. Oreéhsites, Embarq and the current landowners arkingowith the Environmental Protection
Agency (“EPA”") pursuant to administrative consent orders. Rertiediaxpenditures pursuant to the orders are nmeed to be material. C
five sites, including the three sites where the Ef#volved, Centel has entered into agreemertts ether potentially responsible parties to
share remediation costs. Further, Sprint Nexteldgmeed to indemnify Embarq for most of any evdritahility arising from all seven of these
sites. Under current circumstances, we do not@xpes issue to have a material adverse impactusmesults of operations or financial
condition.
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In William Douglas Fulghum, et al. v. Embarg Corgtion, et al, filed on December 28, 2007 in the United St&issrict Court for the
District of Kansas (Civil Action No. 07-CV-2602),group of retirees filed a putative class actiomdait in the United States District Court for
the District of Kansas, challenging the decisiomtake certain modifications to Embarq’s retireedfiég programs generally effective
January 1, 2008. Defendants include Embarq, ceofais benefit plans, its Employee Benefits Contegitand the individual plan administra
of certain of its benefits plans. Additional defants include Sprint Nextel and certain of its bén#éns. In addition, a complaint in arbitration
has been filed by 15 former Centel executives,laitgichallenging the benefits changes. Embargathdr defendants continue to vigorously
contest these claims and charges. Given thalitigition is still in the initial stages of diseery, it is premature to estimate the impact this
lawsuit could have to our results of operationioaricial condition.

Beginning in June 2009, Sprint Nextel notified QepTel and Embarq separately that it was disputsgbligations to pay access charges
for traffic it claims is voice over Internet protald“VolP”) traffic. The traffic being disputed subject to various intrastate and interstate acces:
tariffs as well as commercially negotiated intemwection agreements between the parties. SprintdNisxtlaiming that the VolP traffic is
subject to rates substantially lower than thodedilAfter the commencement of the dispute, SpMiextel unilaterally withheld payments for
VolIP traffic as well as payment for other traffinrelated to the dispute, in an effort to recod@lounts in dispute. To date, the amount in
dispute with respect to all CenturyTel and Embartifies is approximately $26 million, and to date emount of payments withheld by Sprint
Nextel approximates $16 million. The amount in digpreflects Sprint Next's attempt to apply their compensation claims eateoactive
basis to amounts previously paid and undisputethgthe prior two years. Both CenturyTel and Embzaige denied Sprint Nextel's disputes
in their entirety, have demanded payment in fuit] aave notified Sprint Nextel of their intentiangursue available remedies to obtain full
payment.

For a description of a suit challenging the elintiora of our time-phase voting structure in mid-20pase see Note 2 above.

From time to time, we are involved in other prodegd incidental to our business, including admmaiste hearings of state public utility
commissions relating primarily to rate making, disgs with other communications companies and seioviders, actions relating to
employee claims, occasional grievance hearingsg®édbor regulatory agencies and miscellaneoud tiarty tort actions. The outcomes of
these other proceedings are not predictable. Heweye do not believe that the ultimate resolutbany of these other proceedings, after
considering available insurance coverage, will haweaterial adverse effect on our financial positi@sults of operations, or cash flows.

(12) Accounting for the Effects of Regulation

Through June 30, 2009, CenturyTel accounted faeisilated telephone operations (except for thpgutes acquired from Verizon in
2002) in accordance with the provisions of codifima ASC 980-10 which addresses regulatory accogntnder which actions by regulators
can provide reasonable assurance of the recogmitian asset, reduce or eliminate the value ofsaetaand impose a liability on a regulated
enterprise. Such regulatory assets and liabiltiese required to be recorded and, accordingljectsfd in the balance sheet of an entity subject
to regulatory accounting.

As we previously disclosed, on July 1, 2009, wedaliginued the accounting requirements of reguladogounting upon the conversion
of substantially all of our rate-of-return studyas to federal price cap regulation (based on @@'$approval of our petition to convert our
study areas to price cap regulation).

Upon the discontinuance of regulatory accounting ane required to reverse previously establishgdlaory assets and
liabilities. Depreciation rates of certain assttablished by regulatory authorities for our tatage operations subject to regulatory accounting
have historically included a component for remaasts in excess of the related salvage value. iNwt@nding the adoption of accounting
guidance related to the accounting for asset m&rg obligations, regulatory accounting requiredousontinue to reflect this accumulated
liability for removal costs in excess of salvagéueaeven though there was no legal obligation toaee the assets. Therefore, we did not &
the asset retirement obligation provisions for @lgphone operations that were subject to regylatocounting. Upon the discontinuance of
regulatory accounting, such accumulated liabiliy iemoval costs included in accumulated depresiatias removed and an asset retirement
obligation was established. Upon the discontineasfaegulatory accounting, we are required to stdjoe carrying amounts of property, plant
and equipment only to the extent the assets araiiggh as judged in the same manner applicablerioagulated enterprises. We did not rec
an impairment charge related to the carrying valule property, plant and equipment of our regadatelephone operations as a result of the
discontinuance of regulatory accounting.
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In the third quarter of 2009, upon the discontireeaaf regulatory accounting, we recorded a non-eagfaordinary gain in our
consolidated statements of income comprised ofal@ving components (dollars, except per share @ams in thousands):

Gain

(loss)
Elimination of removal costs embedded in accumdlatepreciatior $ 222,70:
Establishment of asset retirement obliga: (1,55¢€)
Elimination of other regulatory assets and lialgist (2,58Y)
Net extraordinary gain before income tax expenseramcontrolling interest 218,56:
Income tax expense associated with extraordinary ga (83,809
Net extraordinary gain before noncontrolling intts 134,75¢
Less: extraordinary gain attributable to noncotitrglinterests (1,549
Extraordinary gain attributable to CenturyTel, Inc. $ 133,21
Basic earnings per share of extraordinary | $ 44
Diluted earnings per share of extraordinary ¢ $ A4

Historically, the depreciation rates we utilized éwr telephone operations were based on ratellissiad by regulatory authorities. Upon
the discontinuance of regulatory accounting, wéseithe lives of our property, plant and equipnteneflect the economic estimated
remaining useful lives of the assets. In gendhal estimated remaining useful lives of our teleghproperty were lengthened as compared to
the rates used that were established by regulattthorities. Such lengthening of remaining usefdd reflects our expectations of future
network utilization and capital expenditure levedguired to provide service to our customers. Saelsions in remaining useful lives of our
assets reduced depreciation expense by approxin&itéImillion ($.03 per share) in the third quaxé&€2009 compared to the second quartt
2009 (for which depreciation expense was baseceprediation rates established by regulators).

Upon the discontinuance of regulatory accounting algo are eliminating certain intercompany tratisas with regulated affiliates that
previously were not eliminated under the applicgatid regulatory accounting. This has caused oeratpng revenues and operating expenses
to be lower by equivalent amounts (approximatelg 88llion) in the third quarter of 2009 as compatedhe third quarter of 2008. For
regulatory purposes, the accounting and reportirauptelephone subsidiaries will not be affectgdte discontinued application of regulatory
accounting.

Iltem 2.

CenturyTd, Inc.
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Overview

Management's Discussion and Analysis of Financtaddtion and Results of Operations ("MD&A") includiberein should be read in
conjunction with MD&A and the other information inded in our annual report on Form 10-K for theryeraded December 31, 2008. The
results of operations for the three months and minaths ended September 30, 2009 are not necgdsdiiative of the results of operations
which might be expected for the entire year. Qg 1u2009, we acquired Embarqg Corporation (“EmBgirga transaction that substantially
expanded the size and scope of our business. eBits of operations of Embarq are included inamunsolidated results of operations
beginning July 1, 2009. Due to the significanesit Embarq, direct comparisons of our resultsperations for the three and nine months
ended September 30, 2009 with prior periods agene=aningful. Where appropriate, the discussidtombaddresses trends we believe are
significant, separate and apart from the impactusfacquisition of Embarq.
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Subsequent to the Embarq acquisition, we are noiwtagrated communications company primarily engageproviding an array of
communications services in 33 states, includingllaod long distance voice, data, wholesale, letescess, broadband, and satellite video
services. In certain local and regional marketsago sell communications equipment and provideer firansport, competitive local exchange
carrier, security monitoring, and other communimasi, professional and business information servitée operate approximately 7.2 million
access lines and serve approximately 2.2 millimabtband customers, based on operating data aptiseer 30, 2009. For additional
information on our revenue sources, see Note 9.a#iditional information on the merger, see Note 2.

During the third quarter and first nine months 609, we incurred a significant amount of one-timpanses, the vast majority of which
are directly attributable to our acquisition of Eandp. Such expenses are summarized in the taldevbel

Three Nine
months months
ended ended
Sept. 30 Sept. 30
Description 2009 2009

(Dollars in thousands

Severance and retention costs due to workf reductions, including contractual early retirempgension benefit

for certain participant $ 97,45( 97,45(
Transaction related costs associated with our aitiui of Embarg, including investment banker and leges 47,15¢ 47,15¢
Integration related costs associated with acquisition of Embar 25,05¢ 54,48:
Accelerated recognition of share-based compensaiqgense due to change of control provisions amdit@tions
of employmen 16,96 16,96
Settlement and curtailment expenses relateccertain executive retirement plans (see Not 8,90( 16,61:
Charge incurred in connection with our $800 milllmidge facility - 8,00(
$ 195,52t 240,66«

All of the above items are included in operatingenses except for the $8.0 million charge incuimezbnnection with our $800 million
bridge facility, which is reflected in Other (ince)expense. None of the above items include meifg expenses incurred by Embarq prior to
the effective time of the merger.

In addition, due to Internal Revenue Code Sect(rh) limitations, a portion of the lump sum distriions related to the termination of
an executive retirement plan made in the first tpraof 2009 are currently being reflected as nodudéble for income tax purposes and thus
increased our effective income tax rate. Certagnger-related costs incurred during the first mranths of 2009 are also non-deductible for
income tax purposes and similarly increased owcéffe income tax rate. Such increase in our gffe¢ax rate was partially offset by a
reduction to our deferred tax asset valuation aloee associated with state net operating lossfoawsrds. See Note 8 and “Income Tax
Expense” below for additional information.

Upon the discontinuance of regulatory accounting recorded a one-time, non-cash extraordinary thaihaggregated approximately
$218.6 million before income tax expense and notrotiimg interests ($133.2 million after-tax andntontrolling interests). See Note 12 for
additional information.

During the last several years (exclusive of actjoiss and certain non-recurring favorable adjustislenve have experienced revenue
declines in our voice and network access reventegyly due to declines in access lines, intrastaicess rates and minutes of use, and f
support fund payments. To mitigate these decliwesplan to, among other things, (i) promote loegyt relationships with our customers
through bundling of integrated services, (ii) pd®/inew services, such as video and wireless broddbad other additional services that may
become available in the future due to advancesdhrtology, wireless spectrum sales by the Fedenaimunications Commission (“FCC”) or
improvements in our infrastructure, (iii) providardroadband and premium services to a higher peage of our customers, (iv) pursue
acquisitions of additional communications propearffeavailable at attractive prices, (v) increasage of our networks and (vi) market our
products and services to new customers.
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In addition to historical information, this managent’s discussion and analysis includes certain oMooking statements that are based
on current expectations only, and are subject tmmber of risks, uncertainties and assumptions,ynadivhich are beyond our control. Act
events and results may differ materially from thasgcipated, estimated or projected if one or moféhese risks or uncertainties materialize,
or if underlying assumptions prove incorrect. Rastthat could affect actual results include bug aot limited to: the timing, success and
overall effects of competition from a wide varietycompetitive providers; the risks inherent in ichpechnological change; the effects of
ongoing changes in the regulation of the commuioaatindustry (including the FCC'’s proposed rulegarding intercarrier compensation
and the Universal Service Fund described in ouopfilings with the Securities and Exchange Comiois§'SEC”)); our ability to effectively
adjust to changes in the communications industay;ability to successfully integrate Embarq inta @perations, including realizing the
anticipated benefits of the transaction and retagnand hiring key personnel; our ability to effgely manage our expansion opportunities;
possible changes in the demand for, or pricingoaf, products and services; our ability to succebgintroduce new product or servit
offerings on a timely and cost-effective basis; camtinued access to credit markets on favorabi@seour ability to collect our receivables
from financially troubled communications companiesr ability to pay a $2.80 per common share dimdi@nnually, which may be affected
changes in our cash requirements, capital spengdlags, cash flows or financial position; unanticipd increases in our capital expenditures;
our ability to successfully negotiate collectivedeining agreements on reasonable terms withoukvetoppages; the effects of adverse
weather; other risks referenced from time to timéhis report or other of our filings with the SE&hd the effects of more general factors such
as changes in interest rates, in tax rates, in aotimg policies or practices, in operating, mediocaladministrative costs, in general market,
labor or economic conditions, or in legislationgrdation or public policy. These and other uncarti@s related to our business and our
acquisition of Embarq are described in greater detaltem 1A of Part | of our Annual Report on Forl0-K for the year ended December 31,
2008, as updated and supplemented by Item 1A ofiRafrthis report. You should be aware that nastérs may emerge from time to time
it is not possible for us to identify all such fat nor can we predict the impact of each suchofash the business or the extent to which any
one or more factors may cause actual results teidifom those reflected in any forward-lookingtstaents. You are further cautioned not to
place undue reliance on these forw-looking statements, which speak only as of the dthis report. We undertake no obligation toafe
any of our forward-looking statements for any reaso

RESULTS OF OPERATIONS

Three Months Ended September 30, 2009 Compar ed
to Three Months Ended September 30, 2008

Net income attributable to CenturyTel, Inc. was@38million and $84.7 million for the third quartei 2009 and 2008, respectively. Net
income before extraordinary item was $147.6 milkord $84.7 million for the third quarter of 200942008, respectively. Diluted earnings
per share for the third quarter of 2009 and 2008 $84 and $.83, respectively. Diluted earningsspare before extraordinary item for the
third quarter of 2009 was $.49. As mentioned &‘@verview” section above, we incurred a significamount of one-time expenses in the
third quarter of 2009 related to our acquisitiorEofibarg. The increase in the number of averageedilshares outstanding is primarily
attributable to the common stock issued in conoeattith our acquisition of Embarqg on July 1, 2009.

Three month:
ended September 3
2009 2008
(Dollars, except per she
amounts
and shares in thousanc

Operating incom $ 378,98 180,72
Interest expens (140,42) (49,48))
Other income (expens 9,36: 4,56¢
Income tax expense (99,87¢) (50,624
Income before noncontrolling interests and extrenany item 148,04 85,18¢
Noncontrolling interest (412) (45€)
Net income before extraordinary ite 147,63! 84,73:
Extraordinary item, net of income tax expense amtontrolling interests 133,21: -
Net income attributable to CenturyTel, li $ 280,84t 84,73:

Basic earnings per she

Before extraordinary ite $ A4S .83

Extraordinary iter $ 44 -

Basic earnings per she $ 94 .83
Diluted earnings per sha

Before extraordinary ite $ A4S .83

Extraordinary iter $ 44 -

Diluted earnings per she $ .94 .83



Average basic shares outstanding 298,13: 100,40:

Average diluted shares outstand 298,40: 100,64
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Operating income increased $198.3 million due $4.224 billion increase in operating revenues a#idl.826 billion increase in operating
expenses. Such increases in operating revenuestoly expenses and operating income were sulahaniue to our July 1, 2009 acquisition
of Embarq.

As mentioned in Note 12, we discontinued the apfibin of regulatory accounting effective July 1090 As a result of such
discontinuance, we have eliminated all intercompaaysactions with regulated affiliates that presig were not eliminated under the
application of regulatory accounting. This hasseliour revenues and operating expenses to be lgwegruivalent amounts (approximately
$53 million) in the third quarter of 2009 as conggato the third quarter of 2008.

Operating Revenues

Three month:
ended September 3
2009 2008
(Dollars in thousands

Voice $ 829,69 218,25:
Network acces 352,75¢ 205,38!
Data 470,46! 132,63:
Fiber transport and CLE 43,68t 38,00¢
Other 177,71 55,79¢

$1,874,32! 650,07:

The $611.4 million increase in voice revenues isarily due to $630.8 million of revenues attribhitato the Embarq properties acquired
July 1, 2009. The remaining $19.3 million decreiagarimarily due to (i) an $8.1 million decreaseedo a 6.9% decline in the average number
of access lines in our incumbent markets; (ii) 8%8illion decrease in custom calling feature rexemprimarily due to the continued migrat
of customers to bundled service offerings at a fosftective rate and (iii) a $3.8 million reductidoe to the elimination of all intercompany
transactions due to the discontinuance of reguytatocounting.

Total access lines declined 170,000 in the thirartgu of 2009, adjusted to exclude the number céslines we acquired from Embarc
July 1, 2009. We believe the decline in the nundiexccess lines during the third quarter of 2@0Primarily due to the displacement of
traditional wireline telephone services by othempetitive services and recent economic conditiddased on our current retention initiatives,
we estimate that our access line loss will be betwi10,000 and 180,000 lines for the fourth quart&009.

Network access revenues increased $147.4 millighdrthird quarter of 2009 due to $171.2 milliorr@fenues attributable to
Embarg. Excluding Embarg, network access revedaeeased $23.8 million (11.6%) in the third quaofe2009 primarily due to (i) a $13.7
million reduction due to the elimination of all @aitompany transactions due to the discontinuancegailatory accounting; (i) a $7.1 million
decrease as a result of lower intrastate revenuesada reduction in intrastate access rates andtes (principally due to the loss of access
lines and the displacement of minutes by wirelels;tronic mail and other optional calling servjcemd (iii) a $3.4 million reduction in
revenues from the federal Universal Service Fumnagmily due to an increase in the nationwide averegst per loop factor used by the FCC to
allocate funds among all recipients. Such decsasee partially offset by a $6.4 million increaserior year revenue settlements recorded in
the third quarter of 2009. We believe that intagestaccess rates and minutes will continue to meati 2009, although we cannot precisely
estimate the magnitude of such decrease. Comgplfiiied by interexchange carriers in several of gperating states could, if successful, place
further downward pressure on our intrastate ace#ss. In addition, we expect intrastate minutedecline at a faster rate in our recently
acquired Embarg markets as compared to our incunmbarkets.
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Data revenues increased $337.8 million in the thirdrter of 2009 due to $355.5 million of revenagsbutable to Embarg. Excluding
Embarq, data revenues decreased $17.7 million¥d)3s8bstantially due to a $24.8 million reductiaredo the elimination of all intercompany
transactions due to the discontinuance of regutatocounting. The remaining $7.1 million increasprimarily attributable to an increase in
DSL-related revenues principally due to growthha humber of DSL customers.

Fiber transport and CLEC revenues increased $8liomprimarily due to $4.1 million of revenuesrdtutable to Embarg and a $1.7
million increase in our incumbent CLEC revenues.

Other revenues increased $121.9 million in thalthirarter of 2009 due to $137.3 million of revenagsbutable to Embarg. Excluding
Embarq, other revenues decreased $15.4 millio6¢2yprimarily due to a $9.0 million reduction dwetle elimination of all intercompany
transactions as a result of the discontinuancegiilatory accounting and a $4.0 million decreaszeitain non-regulated product sales and
service offerings.

Operating Expenses

Three month:
ended September 3
2009 2008
(Dollars in thousands

Cost of services and products (exclusive of deptiri and amortizatior $ 684,86 242,24
Selling, general and administrati 448,27! 98,75:
Depreciation and amortization 362,20: 128,35:

$1,495,34. 469,34¢

Cost of services and products increased $442.émitirimarily due to $487.2 million of expensegibtitable to the Embarq properties
acquired on July 1, 2009. The remaining $44.6iomltecrease is primarily due to a $43.7 millioduetion in expenses due to the elimination
of all intercompany transactions due to the disoomince of regulatory accounting.

Selling, general and administrative expenses ise@$349.5 million primarily due to $288.9 milliohexpenses incurred by Embarq
(which includes approximately $104.2 million of toassociated with employee termination benefiimarily due to severance and retention
benefits, contractual pension benefits and acd@eraf share-based compensation expense assouwidtedmployee terminations). The
remaining $60.6 million increase is primarily doe(i§) $47.2 million of transaction related mergests, including investment banker and legal
fees associated with our acquisition of Embard$@5.1 million of integration costs incurred adated with our acquisition of Embarq,
primarily related to system conversion efforts, &iiigl$8.9 million of a settlement expense asstegiawith the triggering of change of control
provisions upon our acquisition of Embarg underfoozen supplemental executive retirement planchSacreases in expenses were partially
offset by a $9.5 million reduction in expenses tluthe elimination of all intercompany transactiol to the discontinuance of regulatory
accounting and a $6.0 million decrease due toakerable resolution of certain transaction tax tisdues.

Depreciation and amortization increased $233.9anilprimarily due to $250.1 million of depreciatiand amortization attributable to
Embarq (including $56.6 million of amortization exyse related to the customer list and other inkd@gissets associated with the Embarq
acquisition). The remaining decrease was primaitlg to a decrease in depreciation expense duesttuation in certain depreciation rates
effective July 1, 2009 upon the discontinuanceeglitatory accounting (see Note 12).

Interest Expense

Interest expense increased $90.9 million in thedthuarter of 2009 compared to the third quarte2@sf8 primarily due to $96.3 million of
interest expense attributable to Embarqg’s indetgssiassumed in connection with our acquisitionrob&rq.
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Other Income (Expense)

Other income (expense) includes the effects ohaeitems not directly related to our core operaidncluding gains and losses from
nonoperating asset dispositions and impairmentssloare of income from our 49% interest in a caliyartnership, interest income and
allowance for funds used during construction. ®theome (expense) was $9.4 million for the thitder of 2009 compared to $4.6 million
for the third quarter of 2008. Our share of incdnoen our 49% interest in a cellular partnershipréased $5.9 million in the third quarter of
2009 compared to the third quarter of 2008.

Income Tax Expense

Our effective income tax rate was 39.5% and 37.déthHe three months ended September 30, 2009 gidrSiger 30, 2008,
respectively. Such increase in the effective td& was primarily caused by certain of our Embaegger-related integration costs which are
considered non-deductible for income tax purposes.

Extraordinary Item

Upon the discontinuance of regulatory accounting recorded a one-time extraordinary gain of appnaxely $133.2 million after-
tax. See Note 12 for additional information retbte this extraordinary gain.

Nine M onths Ended September 30, 2009 Compar ed
to Nine Months Ended September 30, 2008

Net income attributable to CenturyTel, Inc. was B@Imillion and $265.7 million for the first nineamths of 2009 and 2008,
respectively. Net income before extraordinary itgas $283.8 million and $265.7 million for the nimenths ended September 30, 2009 and
2008, respectively. Diluted earnings per sharetferfirst nine months of 2009 and 2008 was $2r&D%P.53, respectively. Diluted earnings
per share before extraordinary item for the filsermonths of 2009 was $1.70. As mentioned irf@werview” section above, we incurred a
significant amount of one-time expenses in the fise months of 2009 related to our acquisitiofeofbarq. The increase in the number of
average diluted shares outstanding is primariljbattable to the common stock issued in connectitth our acquisition of Embarq on July 1,
2009.

Nine months
ended September 3
2009 2008
(Dollars, except per she
amounts,
and shares in thousanc

Operating incom: $ 692,76 544,91(
Interest expens (237,39) (148,77
Other income (expens 15,17¢ 26,43t
Income tax expens (185,79¢) (155,91
Income before noncontrolling interests and extraxany item 284,75! 266,65¢
Noncontrolling interest (93€) (999)
Net income before extraordinary ite 283,81 265,66(
Extraordinary item, net of income tax expense asacontrolling interest 133,21: -
Net income attributable to CenturyTel, li $ 417,03 265,66(

Basic earnings per she

Before extraordinary ite $ 1.7¢ 2.5¢

Extraordinary iter $ .8C -

Basic earnings per sh $ 2.5C 2.5¢
Diluted earnings per sha

Before extraordinary ite $ 1.7C 2.5

Extraordinary iter $ .8C -

Diluted earnings per she $ 2.5(C 2.5¢
Average basic shares outstand 165,55¢ 103,39¢

Average diluted shares outstanding 165,66¢ 103,77
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Operating income increased $147.9 million due $4.488 billion increase in operating revenues a#idl.841 billion increase in operating
expenses. Such increases in operating revenuestoly expenses and operating income were sulahaniue to our July 1, 2009 acquisition
of Embarq.

As mentioned in Note 12, we discontinued the apfibin of regulatory accounting effective July 1090 As a result of such
discontinuance, we are eliminating all intercomparapsactions with regulated affiliates that prely were not eliminated under the
application of regulatory accounting beginninghe third quarter of 2009. This has caused ourmese and operating expenses to be lower by
equivalent amounts (approximately $53 million) e first nine months of 2009 as compared to thst fime months of 2008.

Operating Revenues

Nine months
ended September 3
2009 2008

(Dollars in thousands
Voice $1,247,21. 658,63«
Network acces 735,96¢ 621,98
Data 753,32 390,46:
Fiber transport and CLE 126,94 120,80!
Other 281,72( 164,90

$3,145,17! 1,956,79

The $588.6 million increase in voice revenues isarily due to $630.8 of revenues attributableht® Embarq properties acquired July 1,
2009. The remaining $42.2 million decrease in @g&venues is primarily due to (i) a $23.4 milladecrease due to a 6.6% decline in the
average number of access lines in our incumbentetsr(ii) a $10.3 million decrease in custom cajlfeature revenues primarily due to the
continued migration of customers to bundled serefterings at a lower effective rate; and (iii) &8 million reduction due to the elimination
of all intercompany transactions due to the disoomince of regulatory accounting.

Total access lines declined 234,300 in the fisenmonths of 2009, adjusted to exclude the numbacaess lines we acquired from
Embarq on July 1, 2009. We believe the declintaégnnumber of access lines during 2009 and 20p8rizarily due to the displacement of
traditional wireline telephone services by othempetitive services and recent economic conditiddased on our current retention initiatives,
we estimate that our access line loss will be betwi10,000 and 180,000 for the fourth quarter @20

Network access revenues increased $114.0 millishdriirst nine months of 2009 due to $171.2 millaf revenues attributable to
Embarg. Excluding Embarg, network access revedaeeased $57.2 million in the first nine month2@®9 primarily due to (i) a $24.5
million decrease as a result of lower intrastateneies due to a reduction in intrastate access aatg minutes (principally due to the loss of
access lines and the displacement of minutes bslesis, electronic mail and other optional calliegvies); (ii) a $13.7 million reduction due
to the elimination of all intercompany transactiahe to the discontinuance of regulatory accoun{iiiya $10.6 million decrease in interstate
revenues primarily due to reductions in our paréaovery of lower operating costs through reveshering arrangements and return on rate
base; and (iv) a $10.0 million reduction in revenfrem the federal Universal Service Fund primadlilye to an increase in the nationwide
average cost per loop factor used by the FCC tzai# funds among all recipients. Such decreaees partially offset by a $7.7 million
increase in prior year revenue settlements recardtt first nine months of 2009. We believe tinatastate access rates and minutes will
continue to decline in 2009, although we cannotigedy estimate the magnitude of such decreasenplints filed by interexchange carriers
in several of our operating states could, if susfidsplace further downward pressure on our inatesaccess rates. In addition, we expect
intrastate minutes to decline at a faster ratauinrecently acquired Embarq markets as compareditincumbent markets.

Data revenues increased $362.9 million due to $38tillion of revenues attributable to Embarg. Exithg Embarq, data revenues
increased $7.4 million substantially due to a $28ilion increase in DSL-related revenues primadle to growth in the number of DSL
customers in our incumbent markets. Such increasesubstantially offset by a $24.8 million redontdue to the elimination of all
intercompany transactions due to the discontinuafcegulatory accounting.
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Fiber transport and CLEC revenues increased $dlibmprimarily due to $4.1 million of revenuesrdtutable to Embarg and a $4.9
million increase in fiber transport revenues. Sindneases were partially offset by a $3.6 milldetrease in CLEC revenues primarily due to
the divestiture of six CLEC markets in mid-2008.

Other revenues increased $116.8 million, of whigbreximately $137.3 million related to our acquaitof Embarg. Excluding Embarq,
other revenues decreased $20.5 million primarilg essult of a $9.0 million reduction due to thienghation of all intercompany transactions
due to the discontinuance of regulatory accourdingy an $8.7 million decrease in certain non-regdi@roduct sales and service offerings.

Operating Expenses

Nine months
ended September 3
2009 2008
(Dollars in thousands
Cost of services and products (exclusive of deptiExi and amortizatior $1,155,22 719,68
Selling, general and administrati 678,86. 297,21.
Depreciation and amortizatic 618,32¢ 394,99(

$2,452,411 1,411,88

Cost of services and products increased $435.f5omitlirimarily due to $487.2 million of expensegibtitable to the Embarq properties
acquired on July 1, 2009. The remaining $51.7iomltecrease is primarily due to (i) a $43.7 milli@duction in expenses resulting from the
elimination of all intercompany transactions du¢he discontinuance of regulatory accounting;gi$§4.6 million decrease in CLEC expenses
as a result of the divestiture of six CLEC market008, (iii) a $4.2 million decrease in accespanse, and (iv) a $3.4 million decrease in
customer service related expenses. Such decrneasepartially offset by a $10.3 million increasedSL-related expenses due to growth in
the number of DSL customers.

Selling, general and administrative expenses ise@&381.7 million primarily due to $288.9 milliohexpenses attributable to Embarq
(which includes approximately $104.2 million of toassociated with employee termination benefiimarily due to severance and retention
benefits, contractual pension benefits and acd@eraf share-based compensation expense assouwidtedmployee terminations). The
remaining $92.8 million increase is primarily doe(i)) $54.5 million of integration costs associateith our acquisition of Embarg, primarily
related to system conversion efforts; (ii) $47.3iom of transaction related merger costs, inclgdimvestment banker and legal fees associated
with our acquisition of Embarq; and (iii) $13.8 fiwih of higher employee benefit costs, primarilyedo higher pension expense (due to an
million settlement expense due to change of coptraVisions triggered upon our acquisition of Entand share-based compensation
expense (due to the accelerated vesting of ceztaployees equity grants upon the acquisition of Embarg)chSincreases were partially off
by a $9.5 million reduction in expenses due toelmaination of all intercompany transactions duéht® discontinuance of regulatory
accounting and a $6.9 million decrease due toakerable resolution of certain transaction tax gisdues.

Depreciation and amortization increased $223.3anilprimarily due to $250.1 million of depreciatiand amortization attributable to
Embarq (including $56.6 million of amortization exyse related to the customer list and other inkdegissets). The remaining $26.8 million
decrease was primarily due to a $39.7 million desean depreciation expense resulting from a réotu@t certain depreciation rates effective
July 1, 2009 upon the discontinuance of regulatmgounting (see Note 12) and due to certain absetsming fully depreciated. Such
decreases were partially offset by a $14.3 millimrease due to higher levels of plant in service.

Interest Expense
Interest expense increased $88.6 million in thet fime months of 2009 compared to the first nimatms of 2008 primarily due to $96.3
million of interest expense attributable to Embarigdebtedness assumed in connection with our sitigni of Embarg. The remaining $7.7

million decrease is primarily attributable to aGéillion decrease in interest expense due to f&hlerresolution of certain transaction tax audit
issues.
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Other Income (Expense)

Other income (expense) includes the effects ohgeitems not directly related to our core operagiancluding gains and losses from
nonoperating asset dispositions and impairmentssloare of income from our 49% interest in a caliyartnership, interest income and
allowance for funds used during construction. ©theome (expense) was $15.2 million for the firste months of 2009 compared to $26.4
million for the first nine months of 2008. Includadthe first nine months of 2009 is an $8.0 millipre-tax charge associated with our $800
million bridge credit facility (see Note 2 for atidnal information). Included in the first nine mths of 2008 is (i) a pre-tax gain of $4.5
million upon the liquidation of our investmentsritarketable securities in our SERP trust, (ii) atasegain of approximately $7.3 million from
the sale of certain nonoperating investments, andfd a $3.4 million pre-tax charge relatedéoninating all of our existing derivative
instruments in the first quarter of 2008. Our shafrincome from our 49% interest in a cellulartparship increased $7.1 million in the first
nine months of 2009 compared to the first nine mewf 2008.

Income Tax Expense

Our effective income tax rate was 39.3% and 37.0f4He nine months ended September 30, 2009 artérSker 30, 2008,
respectively. The lump sum distributions attrillésto certain executive officers that were madth@nfirst quarter of 2009 in connection with
discontinuing the Supplemental Executive Retirenfidanh (see Note 5) are currently being reflectedaamsdeductible for income tax purposes
pursuant to Internal Revenue Code Section 162¢mi)dtions. However, due to the consummation ofEhearq acquisition on July 1, 2009,
we believe the payments could potentially be dedlect We have requested a Private Letter Rulioghfthe Internal Revenue Service in
relation to the treatment of these distribution§a favorable ruling is received, the distriburtowill be treated as deductible and the incom:
benefit will be recognized in the period such rglia received. The treatment of the distributiaasion-deductible resulted in the recognition
of approximately $6.7 million of income tax experns¢he first quarter of 2009 above amounts thatilbdrave been recognized had such
payments been deductible for income tax purpo€es.2009 effective tax rate is also higher becaugertion of our mergerelated transactic
costs incurred during the first nine months of 2889 non-deductible for income tax purposes (witthstreatment resulting in a $6.9 million
increase to income tax expense). Such increasasame tax expense were partially offset by a $8il8on reduction in income tax expense
caused by a reduction to our deferred tax asseatiah allowance associated with state net opeyédtiss carryforwards due to a law change in
one of our operating states that we believe witivalus to utilize our net operating loss carryfordsin the future. Prior to the law change,
such net operating loss carryforwards were fulgerged as it was more likely than not that these/frawards would not be utilized prior to
expiration.

Other Matters

We currently expect our 2010 operating resultsemégatively impacted by a reduction in Universaivige Fund receipts. In addition, a
wireless carrier has notified us of its intentiomtigrate a portion of its network traffic from ims2010. We currently expect these items will
negatively impact diluted earnings per share fd®@By $.12 to $.15 per share.

LIQUIDITY AND CAPITAL RESOURCES

Excluding cash used for acquisitions, we rely ashgarovided by operations to fund our dividend peagta and our operating and capital
expenditures. During the last few months of 2008 borrowed against our long-term revolving créaidlity and held excess cash to provide
us flexibility in the challenging economic enviroent. As a result, our working capital position vpasitive as of December 31, 2008. Our
cash and cash equivalents balance as of Septe®p20@ increased substantially due to cash preceedeceived in late September 2009
from the issuance of long-term debt (as more fdégcribed below). Such cash proceeds were usegtochase debt in October 2009. Our
operations have historically provided a stable sewf cash flow which has helped us continue ong{term program of capital improvements.

Net cash provided by operating activities was $3®iillion during the first nine months of 2009 coaned to $667.2 million during the
first nine months of 2008. Payments for incometagtecreased to $126.7 million during the firsemimonths of 2009 from $172.1 million
during the first nine months of 2008 due to overpagts of 2008 taxes that enabled us to lower osirduarter 2009 estimated tax payments.
Lump sum distributions paid under our frozen supygstal executive retirement plan upon the discoiatiice of such plan and under change of
control provisions triggered upon the acquisitiéfEmbarg were paid in 2009 and aggregated apprdgisnd54 million. We also contributed
$115 million to the legacy Embarq pension planmiyithe third quarter of 2009. Our accompanyingsotidated statements of cash flows
identify major differences between net income aedoash provided by operating activities for eakcthese periods. For additional
information relating to our operations, see Resufit®perations.
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Net cash used in investing activities was $337/Haniand $286.8 million for the nine months end&sptember 30, 2009 and 2008,
respectively. Payments for property, plant andpgent were $417.1 million in the first nine montf2009 (which includes $185 million of
capital expenditures attributable to the Embargagmns subsequent to our July 1, 2009 acquisdfdembarg) and $185.0 million in the first
nine month of 2008. Capital expenditures for fh& hine months of 2009 include approximately $4million of onetime capital expenditur:
related to the integration of Embarg. Based omerrplans and information, our budgeted capitpeexitures for the fourth quarter of 2009
are expected to be between $280-300 million.

During 2008, we paid an aggregate of approximei&h9 million for 69 licenses in the Federal Comneations Commission’s (“FCC”)
auction of 700 megahertz (“MHzWireless spectrum. We are still in the planniragss regarding the use of this spectrum. Howdased ol
our preliminary analysis, we are considering depielg wireless voice and data service capabiliteeseld on equipment using LTE (Long-Term
Evolution) technology. Given that data devicesraeexpected to be commercially available until@@nd voice devices are not expected to
be available until 2012, we do not expect our dgplent to result in any material impact to our calpiind operating budgets for 2009. We do
anticipate conducting trials in 2010, followed Bjextive market deployments in late 2010 and e20M1.

On July 1, 2009, we consummated the acquisitidBrobarqg Corporation by issuing approximately $610ooi of CenturyTel common
stock (valued as of June 30, 2009). We financechmarger transaction expenses with (i) availablé cdigshe combined company and (ii)
proceeds from CenturyTel's and Embarq’s existegpiving credit facilities. We acquired $76.9 noifl of cash in connection with our

acquisition of Embarq.

Net cash used in financing activities was $336.lfianiduring the first nine months of 2009 compate155.9 million during the first
nine months of 2008. We made $626.6 million oftqelyments (substantially all of which related to cevolving credit facility) in the first
nine months of 2009 primarily from cash on hand thie first nine months of 2008, we paid our $24llion Series F Senior Notes at maturity
primarily using borrowings from our credit facilityn September 2009, we received net proceed§4£.8 million from the issuance of $250
million of 10-year, 6.15% senior notes and $40diamlof 30-year, 7.6% senior notes. In October@0Be proceeds from these note offerings,
along with additional borrowings under our existorgdit facility, were used to buy back an aggregst$746.1 million of CenturyTel, Inc. a
Embarq existing indebtedness (see Note 6 for anfditinformation). In accordance with previoushynaunced stock repurchase programs, we
repurchased 9.6 million shares (for $345.5 milliondhe first nine months of 2008. We suspendeatsbare repurchase program pending
completion of our acquisition of Embarq.

In June 2008, our Board of Directors (i) increasadannual cash dividend to $2.80 from $.27 pereshad (ii) declared a ortene divider
of $.6325 per share, which was paid in July 20€@ctvely adjusting the total second quarter dérid to the new $.70 quarterly dividend rate.
Based on current circumstances, we intend to coatiur current dividend practice, subject to otention to maintain investment grade credit
ratings on our senior debt and any other factasdhr Board in its discretion deems relevant.

In the first quarter of 2008, we received a nehcaettlement of approximately $20.7 million frone tiermination of all of our existing
derivative instruments. See “Market Risk” below &alditional information concerning the terminatmfithese derivatives.

During 2008, CenturyTel suffered a substantial msd#s pension plan assets. The pension plarsaenaed in our acquisition of Embarq
was substantially underfunded as of the acquisidie. If this underfunded status continues, wg bearequired to contribute additional funds
to our pension plan in the near future. For furihéormation, see Part I, Iltem 3, of this report.

As previously announced, Embarg amended its cfadiiity to enable the facility to remain in plaas an $800 million unsecured
revolving credit facility after the completion dfe¢ merger through May 2011. See Note 2 for additilmformation.
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Subsequent to the Embarq acquisition, we haveablaitwo revolving credit facilities, (i) a five-gg $728 million revolving credit
facility of CenturyTel which expires in Decemberl20and (ii) an $800 million unsecured revolvingditéacility of Embarg which expires in
May 2011. Up to $250 million of the credit fad#is can be used for letters of credit, which redube amount available for other extension
credit. Available borrowings under these crediiflfaes are also effectively reduced by any outgiag borrowings under our commercial
paper program. Our commercial paper program bangsvare effectively limited to the total amount#éable under the two credit
facilities. As of October 31, 2009, we had appneeiely $281.5 million outstanding under our crédltlities (all of which relates to
CenturyTel’s facility) and no amounts outstandimgler our commercial paper program.
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Item 3.
CenturyTd, Inc.
QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

We are exposed to market risk from changes inésterates on our long-term debt obligations. Weehestimated our market risk using
sensitivity analysis. Market risk is defined as glotential change in the fair value of a fixederdebt obligation due to a hypothetical adverse
change in interest rates. We determine fair vatuéong-term debt obligations based on a discoucdsti flow analysis, using the rates and
maturities of these obligations compared to terntsrates currently available in the long-term ficiag markets. The results of the sensitivity
analysis used to estimate market risk are presdrgiedv, although the actual results may differ fritvese estimates.

In connection with our Embarq acquisition, Embayssting long-term debt as of the acquisition da#s valued at its estimated fair
value. At September 30, 2009, we estimated thevédiie of our long-term debt to be $8.7 billiorsbd on the overall weighted average rate of
our debt of 7.3% and an overall weighted maturfty byears compared to terms and rates currendifable in long-term financing
markets. As of September 30, 2009, all of our #ergn debt obligations were fixed rate. Markek fis estimated as the potential decrease in
fair value of our long-term debt resulting fromypbthetical increase of 73 basis points in interatgs (ten percent of our overall weighted
average borrowing rate). Such an increase indateates would result in approximately an $382lBan decrease in fair value of our fixed-
rate long-term debt at September 30, 2009, butdvbale no impact on our results of operations shdws. A 100 basis point change in
variable interest rates would have had a pre-tgpashof approximately $2.2 million on our resulfperations and cash flows for the nine
months ended September 30, 2009, but would havepact on the fair value of our long-term variabd¢e debt.

We seek to maintain a favorable mix of fixed andalae rate debt in an effort to limit interest tand cash flow volatility resulting from
changes in rates. From time to time over the pagtral years, we have used derivative instrumer(i¥ lock-in or swap our exposure to
changing or variable interest rates for fixed iegtrates or (ii) to swap obligations to pay fixegtrest rates for variable interest rates. Wee
established policies and procedures for risk assestsand the approval, reporting and monitoringexvative instrument activities. We do
hold or issue derivative financial instrumentstfading or speculative purposes. Management piegdy reviews our exposure to interest rate
fluctuations and implements strategies to managexposure.

In January 2008, we terminated all of our existiiixgd to variable” interest rate swaps associatéth the $500 million principal amount
of our Series L senior notes, due 2012. In conoeetith the termination of these derivatives, weaived aggregate cash payments of
approximately $25.6 million, which has been reféekcas a premium of the associated long-term debisameing amortized as a reduction of
interest expense through 2012 using the effectiterést method. In addition, in January 2008, lse terminated certain other derivatives that
were not deemed to be effective hedges. Uporetingination of these derivatives, we paid an aggeegbapproximately $4.9 million (and
recorded a $3.4 million pre-tax charge in the fiysarter of 2008 related to the settlement of tliesivatives). As of September 30, 2009, we
had no derivative instruments outstanding.

We are also exposed to market risk from chang#seiffiair value of our pension plan assets. Whilepension plan asset returns have
been positive for the first nine months of 200 liss on our incumbent pension plan assets wasxpyately 28% for 2008. If our actual
return on plan assets continues to be significdatlier than our expected return assumption, oupagodic pension expense will increase in
the future and we may be required to contributétmicl funds to our pension plans in the nearr@tuThe pension plan we assumed in our
acquisition of Embarqg was substantially underfundedf the acquisition date. During the third geraof 2009, we contributed $115 million
the Embarq pension plan. Such plan may requiigréfisant amount of additional funding in the ndature.

Certain shortcomings are inherent in the methaghalysis presented in the computation of fair valu#nancial instruments. Actual

values may differ from those presented if marketditions vary from assumptions used in the faiueatalculations. The analysis above
incorporates only those risk exposures that exiateof September 30, 2009.
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Iltem 4.

CenturyTd, Inc.
CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduregydesi to provide reasonable assurances that infammquired to be disclosed by u:
the reports we file under the Securities ExchangeoA1934 is timely recorded, processed, summarézel reported as required. Our Chief
Executive Officer, Glen F. Post, Ill, and our Chiéfiancial Officer, R. Stewart Ewing, Jr., havelaated our disclosure controls and procet
as of September 30, 2009. Based on that evalydfiessrs. Post and Ewing concluded that our discdsontrols and procedures have been
effective in providing reasonable assurance tret ttave been timely alerted of material informatiequired to be filed in this report. On Jt
2009, we completed the acquisition of Embarqg. \&echextended our internal control oversight anditodng processes to include Embarq’s
operations. Except for the extension of such mees to Embarqg operations, we did not make anygehi@nour internal control over financial
reporting that materially affected, or that we bedi is reasonably likely to materially affect, internal control over financial reporting. The
design of any system of controls is based in paohicertain assumptions about the likelihood afifeitevents and contingencies, and there

no assurance that any design will succeed in atlyets stated goals. Because of inherent limatagiin any control system, misstatements
error or fraud could occur and not be detected.
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PART Il. OTHER INFORMATION

CenturyTd, Inc.

ltem 1. Legal Proceeding:

See Note 11 to the financial statements includeRgirt |, Item 1, of this report.
Iltem 1A.  Risk Factors

Any of the following risks could materially and atgely affect our business, financial conditiosutes of operations, liquidity or
prospects. The risks described below are nothergsks facing us. Please be aware that additidaks and uncertainties not currently
known to us or that we currently deem to be imniateould also materially and adversely affect business operations.

Risks Related to Our Busine:!

If we continue to experience access line lossesilsinto the past several years, our revenues, eags and cash flows may be adversely
impacted.

Our business generates a substantial portion oévenues by delivering voice and data services aveess lines. We have experienced
substantial access line losses over the past $geas due to a number of factors, including iasesl competition and wireless and broadband
substitution. We expect to continue to experieseess line losses in our markets for an unforegegad of time. Our inability to retain
access lines could adversely impact our revenaesirgs and cash flow from operations.

Weakness in the economy and credit markets may exblg affect our future results of operations.

To date, our operations and liquidity have not beaterially impacted by recent weaknesses in tedicmarkets; however, these
weaknesses may negatively impact our operatiotiseifuture if overall borrowing rates increase.attdition, if the economy and credit
markets continue to remain weak, it may impactahility to collect receivables from our customensl @ther communications
companies. This weakness may also cause our cestdmreduce or terminate their receipt of sereiferings from us. Economic weakness
could also negatively affect our vendors. Sucme&s/evould negatively impact our results of operagioWe cannot predict with certainty the
impact to us of any further deterioration or weadgim the overall economy and credit markets.

We are also exposed to market risk from changéseiffiair value of our pension plan assets. Shoutdactual return on plan assets
continue to be significantly lower than our expéateturn assumption, our net periodic pension esg@amd our required cash contribution to
our pension plan will increase in future perio@ich events would negatively impact our resultspefrations and cash flow.

We face competition, which we expect to intensifidavhich may reduce market share and lower profits.

As a result of various technological, regulatord ather changes, the telecommunications industsybleaome increasingly
competitive. We face competition from (ijreless telephone services, which we expect teease if wireless providers continue to expand
improve their network coverage, offer fixed-ratding plans, lower their prices and offer enhansedvices, and (ii) cable television operators,
competitive local exchange carriers and voice-duaggrnet protocol, or VolP, providers. Over times expect to face additional local excha
competition from electric utility and satellite camnications providers, municipalities and altenveatetworks or nomarrier systems design
to reduce demand for our switching or access sesvid he recent proliferation of companies offeiintggrated service offerings has intensi
competition in Internet, long distance and dat&ises markets, and we expect that competitionfwither intensify in these markets.

Our competitive position could be weakened in titere by strategic alliances or consolidation wittlie communications industry or the
development of new technologies. Our ability to pete successfully will depend on how well we madat products and services and on our
ability to anticipate and respond to various corntipetand technological factors affecting the iniysincluding changes in regulation (which
may affect us differently from our competitors)aages in consumer preferences or demographicghamjes in the product offerings or
pricing strategies of our competitors.
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Many of our current and potential competitors @iya market presence, engineering, technical anletiag capabilities and financial,
personnel and other resources substantially gré@darours, (i) own larger and more diverse neksp(iii) conduct operations or raise capital
at a lower cost than us, (iv) are subject to legsiliation, (v) offer greater online content sersioe (vi)have substantially stronger brand nar
Consequently, these competitors may be better pgdifo charge lower prices for their products asrglises, to provide more attractive
offerings, to develop and expand their communicetiand network infrastructures more quickly, topdaore swiftly to new or emerging
technologies and changes in customer requiremamdisto devote greater resources to the marketidgale of their products and services.

Competition could adversely impact us in severatsyancluding (i) the loss of customers and masketre, (iithe possibility of custome
reducing their usage of our services or shiftintess profitable services, (iii) reduced trafficaumr networks, (iv) our need to expend
substantial time or money on new capital improveinpeojects, (v) our need to lower prices or inceeamrketing expenses to remain
competitive and (vi) our inability to diversify tsuccessfully offering new products or services.

We could be harmed by rapid changes in technology.

The communications industry is experiencing sigaifit technological changes, particularly in theaaref VolP, data transmission and
wireless communications. Several large electiigias have announced plans to offer communicatiservices that will compete with local
exchange companies, or LECs. Some of our competitay enjoy network advantages that will enabdertiio provide services more
efficiently or at lower cost. Rapid changes imtealogy could result in the development of additiloproducts or services that compete with or
displace those offered by traditional LECs, or #w@ble current customers to reduce or bypassfume aetworks. We cannot predict with
certainty which technological changes will provitie greatest threat to our competitive positione May not be able to obtain timely acces
new technology on satisfactory terms or incorporete technology into our systems in a cost effecthanner, or at all. If we cannot develop
new products to keep pace with technological adesnar if such products are not widely embracedurycustomers, we could be adversely
impacted.

We cannot assure you that our diversification eftswill be successful.

The telephone industry has recently experienceschre in access lines and intrastate minutes @fwhich, coupled with the other
changes resulting from competitive, technological eegulatory developments, could materially adslgraffect our core business and future
prospects. As explained in greater detail in onnéal Report on Form 1R-for the year ended December 31, 2008, our adoess (excluding
the effect of acquisitions) have decreased ovelatsteseveral years, and we expect this trenditiraee. We have also earned less intrastate
revenues in recent years due to reductions instata minutes of use (partially due to the disptaset of minutes of use by wireless, electronic
mail and other optional calling services). We @i that our intrastate minutes of use will corgita decline, although the magnitude of such
decrease is uncertain.

We have traditionally sought growth largely throwgiguisitions of properties similar to those cutlseaperated by us. However, we
cannot assure you that properties will be availfdnigourchase on terms attractive to us, partityléthey are burdened by regulations, pricing
plans or competitive pressures that are new oerdifft from those historically applicable to ourimbent properties. Moreover, we cannot
assure you that we will be able to arrange additifinancing on terms acceptable to us or to obiaiely federal and state governmental
approvals on terms acceptable to us, or at all.

Recently, we broadened our services and productsfesing satellite television as part of our buedibroduct and service offerings. Our
reliance on other companies and their networksdeige these services could constrain our flexip#ind limit the profitability of these new
offerings. We provide facilities-based digital g@services to select markets and may initiateratbe service or product offerings in the
future, including new offerings exploiting the 7BMHz spectrum that we purchased in 2008. We argieithat these new offerings will
generate lower profit margins than many of ouritiadal services. Moreover, our new product ovgey offerings could be constrained by
intellectual property rights held by others, or ldosubject us to the risk of infringement claimsight against us by others. For these and
reasons, we cannot assure you that our recentuwefdiversification efforts will be successful.

Future deterioration in our financial perfi@nce could adversely impact our credit ratings,omst of capital and our access to the capital
markets.
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Our future results will suffer if we do not effeately adjust to changes in our industry.

The above-described changes in our industry haaeegla higher premium on marketing, technologeradineering and provisioning
skills. Our future success depends, in part, arability to retrain our staff to acquire or stréimen these skills, and, where necessary, to attrac
and retain new personnel that possess these skills.

Our future results will suffer if we do not effeately manage our expanded operations.

Following our acquisition of Embarg, we may congrto expand our operations through additional aitiomns and new product and
service offerings, some of which involve complestieical, engineering, and operational challenges.f@ure success depends, in part, upon
our ability to manage our expansion opportunitidsich pose substantial challenges for us to integnaw operations into our existing busir
in an efficient and timely manner, to successfallgnitor our operations, costs, regulatory compkaand service quality, and to maintain other
necessary internal controls. We cannot assurehailour expansion or acquisition opportunitied b successful, or that we will realize our
expected operating efficiencies, cost savings,megenhancements, synergies or other benefits.

Network disruptions or system failures could advelysaffect our operating results and financial coitin.

To be successful, we will need to continue prowgdinir customers with a high capacity, reliable secure network. Some of the risks to
our network and infrastructure include:

. power losses or physical damage to our access, Westher caused by fire, adverse weather condit{gmcluding thos
described immediately below), terrorism or otheey

. capacity limitations

. software and hardware defects or malfuncti

. breaches of security, including sabotage, tampgedognputer viruses and bre-ins, anc
. other disruptions that are beyond our cont

Disruptions or system failures may cause interonstiin service or reduced capacity for custom#rservice is not restored in a timely
manner, agreements with our customers or sendcelatds set by state regulatory commissions cdulidate us to provide credits or other
remedies. If network security is breached, comfid information of our customers or others colédlost or misappropriated, and we may be
required to expend additional resources modifyietywork security to remediate vulnerabilities. Tueurrence of any disruption or system
failure may result in a loss of business, increagenses, damage our reputation, subject us tti@uiregulatory scrutiny or expose us to
civil litigation and possible financial losses timagy not be fully covered through insurance, anwleich could have a material adverse effect
on our results of operations and financial conditio

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

A substantial number of our access lines are locat&lorida, Alabama, Louisiana, Texas, North Qiasg and South Carolina, and our
operations there are subject to the risks assalcwith severe tropical storms, hurricanes and toea, including downed telephone lines,
power-outages, damaged or destroyed property amgragnt, and work interruptions.

Although we maintain property and casualty insueaaicd may under certain circumstances be ablestorseovery of some additional
costs through increased rates, only a portion ofdditional costs directly related to such humiesiand natural disasters have historically |
recoverable. We cannot predict whether we will tard to be able to obtain insurance for hazardedldamages or, if obtainable and carried,
whether this insurance will be adequate to covelaases. In addition, we expect any insurancéisfriature to be subject to substantial
deductibles and to provide for premium adjustméatsed on claims. Any future hazard-related cosisark interruptions could adversely
affect our operations and our financial condition.
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Any failure or inadequacy of our information techriogy infrastructure could harm our business.

The capacity, reliability and security of our infeaition technology hardware and software infrastmgc{including our billing systems) is
important to the operation of our current businegsch would suffer in the event of system failuréskewise, our ability to expand and upc
our information technology infrastructure in resperno our growth and changing needs is importatited@ontinued implementation of our n
service offering initiatives. Our inability to eapd or upgrade our technology infrastructure ctialde adverse consequences, which could
include the delayed implementation of new servierimgs, service or billing interruptions, and ttheersion of development resources.

We rely on a limited number of key suppliers anchders to operate our business.

We depend on a limited number of suppliers and eenfbr equipment and services relating to our petvinfrastructure. Our local
exchange carrier networks consist of central offind remote sites, all with advanced digital sweschSome of the digital switches were
manufactured by Nortel, which recently declaredipaptcy. If any of these suppliers experienceringgtions or other problems delivering or
servicing these network components on a timelyshasir operations could suffer significantly. he extent that proprietary technology of a
supplier is an integral component of our network,may have limited flexibility to purchase key netlwcomponents from alternative
suppliers. We also rely on a limited number ofeotbtommunications companies in connection withlliegdong distance, wireless and
satellite entertainment services to our custombraddition, we rely on a limited number of soft@aendors to support our business
management systems. In the event it becomes r@@gdesseek alternative suppliers and vendors, &g Ipe unable to obtain satisfactory
replacement supplies or services on economicallgcive terms, on a timely basis, or at all, whidhuld increase costs or cause disruptions in
our services.

We may not own or have a license to use all teclogyl that may be necessary to expand our producerifigs, either of which could
adversely affect our business and profitability.

We may need to obtain the right to use certainntater other intellectual property from third pastito be able to offer new products and
services. If we cannot license or otherwise obtigints to use any required technology from a tpiady on reasonable terms, our ability to
offer new IP-based products and services, inclufiolP, or other new offerings may be restrictedgdmenore costly or delayed. Our inability
to implement IP-based or other new offerings onst-effective basis could impair our ability to sassfully meet increasing competition from
companies offering voice or integrated communicegiservices. Our inability to deploy new techn@dsgould also prevent us from
successfully diversifying, modifying or bundlingrogervice offerings and result in accelerated tfssccess lines and revenues or otherwise
adversely affect our business and profitability.

Portions of our property, plant and equipment areciated on property owned by third parties.

Over the past few years, certain utilities, coofreea and municipalities in certain of the statesvhich we operate have requested
significant rate increases for attaching our ptartheir facilities. To the extent that theseitggg are successful in increasing the amount we
pay for these attachments, our future operatingscail increase.

In addition, we rely on rights-of-way, co-locatiagreements and other authorizations granted byrgmental bodies and other third
parties to locate our cable, conduit and other agtvequipment on their respective properties.nif af these authorizations terminate or lapse,
our operations could be adversely affected.

Our relationships with other communications compas are material to our operations and their finamgidifficulties may adversely
affect us.

We originate and terminate calls for long distacagiers and other interexchange carriers ovenetwork in exchange for access charges
that represent a significant portion of our revenushould these carriers go bankrupt or experisnbstantial financial difficulties, our
inability to timely collect access charges fromntheould have a negative effect on our businesgesults of operations.

In addition, certain of our operations garsignificant amount of voice and data traffic frger communications companies. As these

larger communications companies consolidate orreckplaeir networks, it is possible that they cousthsfer a significant portion of this traffic
from our network to their networks, which could a@gely impact our business and results of openatio
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We depend on key members of our senior managemesnnt

Our success depends largely on the skills, expegiand performance of a limited number of senificefs. Competition for senior
management in our industry is intense and we mag déficulty retaining our current senior managersttracting new ones in the event of
terminations or resignations. For a discussiosimilar concerns relating to the Embarg merger sdew “Risks Related to our Acquisition of
Embarq on July 1, 2009 — Following the merger, vay fpe unable to retain key employees.”

We could be affected by certain changes in laborttaes.

As of July 1, 2009, over 30% of our employees weembers of 47 separate bargaining units represégtedo different unions. From
time to time, our labor agreements with these usniapse, and we typically negotiate the terms of agreements. We cannot predict the
outcome of these negotiations. We may be unalbieaich new agreements, and union employees magemgatrikes, work slowdowns or
other labor actions, which could materially disropt ability to provide services. In addition, nlakor agreements may impose significant
new costs on us, which could impair our financadition or results of operations in the futureorgover, our post-employment benefit
offerings cause us to incur costs not faced by nodmur competitors, which could ultimately hindamr competitive position.

Risks Related to our Acquisition of Embarg on July 2009
We expect to incur substantial expenses relatethiintegration of Embarg.

We expect to continue to incur substantial expeirsesnnection with integrating the business, peficprocedures, operations,
technologies and systems of Embarg with ours. & ez a large number of systems that still musttegrated, including management
information, purchasing, accounting and financéessailling, payroll and benefits, fixed asset déase administration systems and regulatory
compliance. In addition, we expect to continuentr integration costs related to employee seweramograms and branding initiatives
associated with changing the trade name to CeninkyLAs explained in our other recent reportsdfileith the Securities and Exchange
Commission, there are a number of factors beyonadanotrol that could affect the total amount oritigmof our expected integration
expenses. Moreover, many of the expenses thabwilhcurred, by their nature, are difficult toiestte accurately at the present time. These
expenses could, particularly in the near term, estdbe savings that we expect to achieve from liheration of duplicative expenses and the
realization of economies of scale and cost savamgsrevenue enhancements related to the integrattitve businesses. These integration
expenses likely will result in us continuing to ¢agignificant charges against earnings in futugrigus, but the amount and timing of such
charges are uncertain at present.

We may be unable to successfully integrate our legausiness and Embarq’s business and realize thécgpated benefits of the
merger.

The merger combined two companies which previoapirated as independent public companies. Asudt idgthe merger, we will be
required to devote significant management atterdimhresources to integrating the business practiod operations of the two
companies. Potential difficulties that we may amter in the integration process include the folluyy
. the inability to successfully combine our legacysibess and Embe's business in a manner that permits us to achleveds
savings and operating synergies anticipated tdtrsm the merger, which would result in the aipated benefits of the merg
not being realized partly or wholly in the timerfra currently anticipated or at &

. lost revenues or opportunities as a result of afireg potential customers or strategic partnergitifer of the two compani
deciding to delay or forego business with the carabicompany

. complexities associated with managing the combmesinesses
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. integrating personnel from the two predecessor @migs while maintaining focus on providing congisténigh quality produc
and customer servic

. potential unknown liabilities and unforeseen insethexpenses, delays or regulatory conditions ededavith the merger; ar
. performance shortfalls as a result of the diversiomanageme’s attention caused by integrating the compi operations

It is possible that the integration process cogkllt in the diversion of management’s attentigsruptions in our ongoing businesses, or
inconsistencies in standards, controls, procedamdspolicies, any of which could adversely affeat ability to maintain relationships with
customers, vendors and employees or our abiligctoeve the anticipated benefits of the mergecpald reduce the earnings or otherwise
adversely affect our business and financial results

Following the merger, we may be unable to retainykemployees.

Our success will depend in part upon our abilityetmin key employees. Key employees may depaduse of issues relating to the
uncertainty and difficulty of integration or a desnot to remain with us following the merger. Aatingly, no assurance can be given that we
will be able to retain key employees to the santeras in the past.

In connection with completing the merger, we haaihched branding initiatives that are likely to imve substantial costs and may not
be favorably received by customers.

Upon completion of the merger, we changed our brearde to CenturyLink, although we will not formadligange our name until we
receive shareholder approval in 2010. We will msubstantial capital and operating costs in retirapour products and services. There is no
assurance that we will be able to achieve namegrétion or status under our new brand that is coatge to the recognition and status
previously enjoyed. The failure of these initigsvcould adversely affect our ability to attraad astain customers after the merger, resulting in
reduced revenues.

In connection with approving the merger, the Fedé@ommunications Commission has imposed conditidhat could increase our
future capital costs and limit our operating flexility.

In connection with approving the merger, the Feld@mmmunications Commission issued a publicly-afd# order that imposed a
comprehensive set of conditions on our operatimes the next one to three years. Among other #itlgese conditions commit us (i) to make
broadband service available to all of our residdmtnd single line business customers within tiyeses of the closing, (ii) to meet various
targets regarding the speed of our broadband s=\iii) to enhance the wholesale service levelsur legacy markets to match the service
levels in Embarqg’s markets and (iv) to forbeardoe year from altering the current status of amylifg providing “unbundled” access to our
network or to request any new pricing flexibilityrfspecial access services in our markets. Althangst of these commitments largely
correspond to our business strategies, they caal@ase our overall future capital or operatingscos limit our flexibility to deploy capital in
response to changing market conditions. Moreaf/ét any reason we fail to meet any of these cotmants, the Federal Communications
Commission could assess penalties or fines or impdsditional orders regulating our operations.
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In connection with completing the merger, we assuingrious contingent liabilities and a sizable undiended pension plan of Embari
which could negatively impact our future financiglosition or performance.

Upon consummating the merger, Embarq became oultyanoned subsidiary and remains responsible fbofits pre-closing contingent
liabilities, including Embarq’s previously-disclasesks arising under its tax sharing agreemertt Bitrint Nextel Corporation, its retiree
benefit litigation, and various environmental clairEmbarq also remains responsible for benefileuits existing qualified defined benefit
pension plan, which as of the July 1, 2009 acqaisidate was in an underfunded position. If antheke matters give rise to material
liabilities, our consolidated operating resultdinancial position will be negatively affected. @itonal information regarding these risks is
available in the periodic reports filed by Embari¢hvthe Securities and Exchange Commission thrabgldate of the merger, as well as Note
11.

Risks Related to Our Regulatory Environme
Our revenues could be materially reduced or our exges materially increased by changes in stateemiefal regulations.

The majority of our revenues are substantially deeat upon regulations which, if changed, couldltés material revenue
reductions. Laws and regulations applicable tangs our competitors have been and are likely tdicoa to be subject to ongoing changes
court challenges, which could also affect our rexn

Risk of loss or reduction of network access chaegenues or support fund paymenta.significant portion of our revenues are derived
from access charge revenues that are paid to lsngydistance carriers based largely on ratesys&tderal and state regulatory
bodies. Interexchange carriers have filed compdmseveral of our operating states requestingitantrastate access rates. Several state
public service commissions are investigating irisaccess rates and the ultimate outcome anctfrapauch investigations are ongoing.
Although in most instances state public service migrions have phased in intrastate access ratetieasiover multiple years while providi
the company an option to recover revenue reducbgriacreasing retail rates, there is no assurémtesuch commissions will continue to do
so in the future.

The FCC regulates tariffs for interstate acceskssascriber line charges, both of which are coreptsof our revenues. The FCC has
been considering comprehensive reform of its ireier compensation rules for several years. Agfigrm eventually adopted by the FCC wiill
likely involve significant changes in the accesardge system and could potentially result in a $icgut decrease or elimination of access
charges altogether. In addition, our financiallesscould be harmed if carriers that use our acsesvices become financially distressed or
bypass our networks, either due to changes in agéigalor other factors. Furthermore, access clsazgeently paid to us could be diverted to
competitors who enter our markets or expand th@érations, either due to changes in regulatiorttoeravise.

We receive a substantial portion of our revenues fthe federal Universal Service Fund (“USF”), aada lesser extent, intrastate support
funds. These governmental programs are reviewdéarended from time to time, and we cannot assouehat they will not be changed or
impacted in a manner adverse to us. For seveaasythe FCC and a federal-state joint board @stedal by Congress have considered
comprehensive reforms of the federal USF contrdsuéind distribution rules. During this period,igas parties have objected to the size o
USF or questioned the continued need to maint&mpthgram in its current form. Over the past feang, our high cost support fund revenues
have decreased due to increases in the nationwetage cost per loop factor used to determine paggrie program participants, as well as
declines in the overall size of the high cost supfumd. Pending judicial appeals and congressipraposals create additional uncertainty
regarding our future receipt of support paymeimtsaddition, the number of eligible telecommunioas carriers receiving support payments
from this program has increased substantially @emé years, which, coupled with other factors, plased additional financial pressure on the
amount of money that is available to provide suppayments to all eligible recipients, including us

On November 5, 2008, the FCC issued a documentahaing other things, requested public commenherJiSF reform proposal,
including a draft proposal circulated by the prexid-CC chairman designed to comprehensively reglafid reform the FCC’s intercarrier
compensation rules and the federal USF rules. df&i proposes to reduce intrastate and interatatess rates and local reciprocal
compensation rates to levels substantially belasétcurrently charged by us. The draft also prepabanges to USF rules that would
mandate broadband deployment, freeze the levartdio USF support payments, and expand various fiy&frams, the combined effect of
which would adversely impact local exchange casri®r limiting the amount of USF revenues availdblthem and increasing their operating
costs. Itis currently unclear what action the RG&y take with respect to the draft proposals. pide of the previous FCC chairman’s
original proposal could result in a material adeampact on the results of our operations.
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Risks posed by state regulatiodée are also subject to the authority of state e#guay commissions which have the power to regulate
intrastate rates and services, including locaktate long-distance and network access services LECs that continue to be subject to “rate of
return” regulation for intrastate purposes remaibjact to the powers of state regulatory commisstorconduct earnings reviews and reduce
our service rates. LECs governed by alternatigelegory plans could also under certain circumstariie ordered to reduce rates or could
experience rate reductions following the lapselafig currently in effect. Our business could alsartaterially adversely affected by the
adoption of new laws, policies and regulationst@arges to existing state regulations. In particma& cannot assure you that we will succeed
in obtaining or maintaining all requisite stateuksgory approvals for our operations without theasition of conditions on our business, wt
could have the effect of imposing material addiilocosts on us or limiting our revenues.

Risks posed by costs of regulatory complian€&egulations continue to create significant coarple costs for us. Challenges to our ta
by regulators or third parties or delays in obtagncertifications and regulatory approvals couldsgaus to incur substantial legal and
administrative expenses, and, if successful, shelenges could adversely affect the rates thaangeable to charge our customers. Our
business also may be impacted by legislation agala&on imposing new or greater obligations relateassisting law enforcement, bolstering
homeland security, minimizing environmental impaotsaddressing other issues that impact our bssitiecluding local number portability
and customer proprietary network information reguoients). For example, existing provisions of teen@unications Assistance for Law
Enforcement Act require communications carriersrisure that their equipment, facilities, and sewiare able to facilitate authorized
electronic surveillance. We expect our complianegts to increase if future laws or regulationsticwe to increase our obligations to assist
other governmental agencies.

Regulatory changes in the communications industryutd adversely affect our business by facilitatiggeater competition against us.

The 1996 Act provides for significant changes armtéased competition in the communications indygtcluding the local
communications and long distance industries. Meisand the FCG implementing regulations remain subject to juadickview and addition:
rulemakings, thus making it difficult to predict atreffect the legislation will ultimately have os and our competitors. Several regulatory
judicial proceedings have recently concluded, adenway or may soon be commenced, which addressssdfecting our operations and th
of our competitors. Moreover, certain communitieionwide have expressed an interest in estabfsmiunicipal telephone utilities that
would compete for customers. We cannot predicbtiieome of these developments, nor can we adsatréhiese changes will not have a
material adverse effect on us or our industry.

We are subject to significant regulations that litrour flexibility.

As a diversified full service incumbent local exnbga carrier, or ILEC, we have traditionally beebjsat to significant regulation that dc
not apply to many of our competitors. For instanodike many of our competitors, we are subjedetieral mandates to share facilities, file
and justify tariffs, maintain certain accounts il reports, and state requirements that obligatéo maintain service standards and limit our
ability to change tariffs in a timely manner. Thégulation imposes substantial compliance costssoend restricts our ability to change rates,
to compete and to respond rapidly to changing itidueonditions. Although newer alternative fornfs@gulation permit us greater freedoms
in several states in which we operate, they notethdypically impose caps on the rates that wecbange our customers. As our business
becomes increasingly competitive, regulatory digiearbetween us and our competitors could impedebility to compete. Litigation and
different objectives among federal and state reagtdacould create uncertainty and impede our ghiitrespond to new regulations. Moreover,
changes in tax laws, regulations or policies canddease our tax rate, particularly if state retprcontinue to search for additional revenue
sources to address budget shortfalls. We are enalgredict the future actions of the various tatguy bodies that govern us, but such actions
could materially affect our business.

We are subject to franchising requirements that ddimpede our expansion opportunities.
We may be required to obtain from municipal auttesioperating franchises to install or expandiitees. Some of these franchises may
require us to pay franchise fees. These frandapigguirements generally apply to our fiber tramspaod CLEC operations, and to our

emerging switched digital television and wirelessaaband businesses. These requirements could @ela expanding our operations or
increase the costs of providing these services.
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We will be exposed to risks relating to evaluatiasfscontrols required by Section 404 of the Sarbar@xley Act.

Changing laws, regulations and standards relatirggptporate governance and public disclosure, dhotuthe Sarbanes-Oxley Act and
related regulations implemented by the SEC, the Mevk Stock Exchange and the Public Company Acdogr®versight Board, are
increasing legal and financial compliance costsraa#ling some activities more time consuming. Timeual evaluation of our internal contr
required by Section 404 of the Sarbanes-Oxley Aay nesult in identifying material weaknesses iniaternal controls. Any future failure to
successfully or timely complete these annual assests could subject us to sanctions or investigaiipregulatory authorities. Any such
action could adversely affect our financial resoltsnvestors’ confidence in us, and could caugestack price to fall. If we fail to maintain
effective controls and procedures, we may be unahbeovide financial information in a timely anelinble manner, which could in certain
instances limit our ability to borrow or raise dapi

For a more thorough discussion of the regulatsyes that may affect our business, see Item leoAtinual Reports on Form X0for the
year ended December 31, 2008 that we and Embar\iith the Securities and Exchange Commiss

Other Risks
We have a substantial amount of indebtedness ang/meed to incur more in the future.

We have a substantial amount of indebtedness, vduioll have material adverse consequences fonelsding (i) hindering our ability to
adjust to changing market, industry or economiadaoons, (ii) limiting our ability to access thepital markets to refinance maturing debt or to
fund acquisitions or emerging businesses, l{iijting the amount of free cash flow available fature operations, acquisitions, dividends, s
repurchases or other uses, (iv) making us moresvabie to economic or industry downturns, includimtgrest rate increases, and (v) placing
us at a competitive disadvantage to those of oonpatitors that have less indebtedness.

In connection with executing our business strategie expect to continue to evaluate the possilifitacquiring additional
communications assets, and we may elect to finiriuee acquisitions by incurring additional indethtess. Moreover, to respond to
competitive challenges, we may be required to reidestantial additional capital to finance new piicbr service offerings, including capital
necessary to finance any new offerings exploitirey 100 MHz spectrum that we purchased in 2008. aDility to arrange additional financing
will depend on, among other factors, our finanpiadition and performance, as well as prevailingkaaconditions and other factors beyond
our control. We cannot assure you that we wilabke to obtain additional financing on terms acabl& to us or at all. If we are able to obtain
additional financing, our credit ratings could liversely affected. As a result, our borrowing sasbuld likely increase, our access to capital
may be adversely affected and our ability to spiifr obligations under our indebtedness coulddwesely affected.

We have a significant amount of goodwill on our lzace sheet. If our goodwill becomes impaired, waynbe required to record a
significant charge to earnings and reduce our stdukders' equity.

Under generally accepted accounting principlesdgalbis not amortized but instead is reviewed ifopairment on an annual basis or
more frequently whenever events or circumstanagisate that its carrying value may not be recovieralf our goodwill is determined to be
impaired in the future, we may be required to rd@significant, non-cash charge to earnings dutiegperiod in which the impairment is
determined.

We cannot assure you that we will be aldebtntinue paying dividends at the current rate.

We plan to continue our current dividend practicel®wever, you should be aware that these praciesubject to change for reasons
that may include any of the following factors:

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

. while our dividend practices involve the distritmutiof a substantial portion of our cash availabl@ay dividends, our board
directors could change its practices at any ti

. the actual amounts of dividends distributed anddéeision to make any distribution will remain &t tanes entirely at th
discretion of our board of directoi

. the effects of regulatory reform, including any ges to intercarrier compensation and the Univeésalice Fund rule:
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. our ability to maintain investment grade creditngs on our senior dek

. the amount of dividends that we may distributernsted by restricted payment and leverage covenarasir credit facilities an
potentially, the terms of any future indebtednésd we may incur; an

. the amount of dividends that we may distributeuisjact to restrictions under Louisiana le

Our Board is free to change or suspend our divigeadtices at any time. Our common shareholdaysldibe aware that they have no
contractual or other legal right to dividends.

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

The current practice of our Board of Directors &y @n annual $2.80 per common share dividend tsfkat intention to distribute to ¢
shareholders a substantial portion of our free dash. As a result, we may not retain a sufficiemhount of cash to finance a mate
expansion of our business in the future. In addijtiour ability to pursue any material expansionoof business, through acquisitions
increased capital spending, will depend more tharhierwise would on our ability to obtain thirdriyafinancing. We cannot assure you
such financing will be available to us at all, baa acceptable cost.

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

As a holding company, substantially all of our immand operating cash flow is dependent upon thenggs of our subsidiaries and the
distribution of those earnings to, or upon loanstber payments of funds by those subsidiariesgo,As a result, we rely upon our subsidia
to generate the funds necessary to meet our obligaincluding the payment of amounts owed undeda@ng-term debt. Our subsidiaries are
separate and distinct legal entities and have figaiton to pay any amounts owed by us or, sulifetimited exceptions for tax-sharing
purposes, to make any funds available to us toyrepaobligations, whether by dividends, loans threo payments. Certain of our subsidiaries
may be restricted under loan agreements or regylatders from transferring funds to us, includoggtain loan provisions that restrict the
amount of dividends that may be paid to us. Moeepour rights to receive assets of any subsidiann its liquidation or reorganization will
be effectively subordinated to the claims of creditof that subsidiary, including trade creditof$e footnotes to our consolidated financial
statements included in our Annual Report on ForaKX0r the year ended December 31, 2008 describgetimatters in additional detail.

Our agreements and organizational documents and lggble law could limit another party’s ability tacquire us.

Our articles of incorporation provide for a clagsifboard of directors, which limits the ability afi insurgent to rapidly replace the
board. In addition, a number of other provisiamgir agreements and organizational documents amolus provisions of applicable law may
delay, defer or prevent a future takeover of Cesital unless the takeover is approved by our Bo&fdirectors. This could deprive our
shareholders of any related takeover premium.

We face other risks.

The list of risks above is not exhaustive, and gbould be aware that we face various other risksudised in this or other reports filed by
us or Embarq with the Securities and Exchange Casion.

ltem 2. Unregistered Sales of Equity Securities and Udero€eed:

In August 2007, our Board of Directors authorizegir&0 million share repurchase program which expine August 31, 2009. Through
the Fall of 2008, we had repurchased approximdi2l2 million shares for $503.9 million under thiegram. In the Fall of 2008, we
suspended repurchases pending completion of theEpmberger, which we completed on July 1, 2009. didenot purchase any additional
shares under this program between July 1, 2002enexpiration of the program on August 31, 2009.
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During the third quarter of 2009, we withheld 12%&hares of stock at an average price of $30.7 $hzze to pay taxes due upon vesting
of restricted stock and restricted stock unitscirtain of our employees.

Item 6. Exhibits

2.1 Agreement and Plan of Merger, dated as of OctobeP@08, among CenturyTel, Inc., Embarqg Corporagiod Cajun Acquisitiol
Company (incorporated by reference to Exhibit 98.the Current Report on Form 8-K filed by CentueyTinc. (File No. 001-07784)
with the Securities and Exchange Commission on lazt80, 2008)

3.1 Amended and Restated Articles of Incorporatib@enturyTel, Inc., dated as of July 1, 2009 ¢mporated by reference to Exhibit 3.1
of Amendment No. 3 to the Registration Statemerftam 8-A filed by CenturyTel, Inc. (File No. 00X-184) with the Securities and
Exchange Commission on July 1, 20C

3.2 Bylaws of CenturyTel, Inc., as amended and restdemigh July 1, 2009 (incorporated by referencExhibit 3.2 of Amendmer
No. 3 to the Registration Statement on Fo-A filed by CenturyTel, Inc. (File No. 001-07784jtivthe Securities and Exchange
Commission on July 1, 200¢

3.3 Corporate Governance Guidelines of Centuryifiel, as amended through August 24, 2009 (incetedrby reference to Exhibit 99.2
to the Current Report on Form 8-K filed by CentweyTnc. (File No. 1-7784) with the Securities dxthange Commission on
August 31, 2009)

3.4 Charter of the Nominating and Corporate Govern&m@mittee of the Board of Directors of CenturyTat., as amended throu:
July 1, 2009 (incorporated by reference to Ext8bitto the Quarterly Report on Form 10-Q filed n@iryTel, Inc. for the period
ended June 30, 200¢

4.1 $750 Million Five-Year Revolving Credit Fatylj dated December 14, 2006, between CenturyTel,dnd the lenders named therein
(incorporated by reference to Exhibit 4.1 to thea@erly Report on Form 10-Q filed by CenturyTek.lfor the period ended June 30,
2009).

4.2 Indebtedness of Embarq Corporati

a. Indenture, dated as of May 17, 2006, bylmtdieen Embarq Corporation and J.P. Morgan Trusigamy, National Association, a
national banking association, as trustee (incotpdrhy reference to Exhibit 4.1 to the Current Repo Form 8-K filed by Embarq
Corporation (File No. 0(-32732) with the Securities and Exchange Commissioilay 18, 2006)

b. 6.738% Global Note due 2013 of Embarq Corporatiocofporated by reference to Exhibit 4.2 to the dalrReport on Forr
10-K for the year ended December 31, 2006 filedElmbarg Corporation (File No. 001-32372) with the8éies and
Exchange Commission on March 9, 20(

C. 7.082% Global Note due 2016 of Embarq Cafon (incorporated by reference to Exhibit 4.3tte Annual Report on
Form 10-K for the year ended December 31, 2006 fie Embarq Corporation (File No. 001-32372) wiik Securities and
Exchange Commission on March 9, 20(

d. 7.995% Global Note due 2036 of Embarq Corporatiocofporated by reference to Exhibit 4.4 to the AalrReport on Forr
10-K for the year ended December 31, 2006 filedEmbarqg Corporation (File No. 001-32372) with the8éies and
Exchange Commission on March 9, 20(

e. Credit Agreement, dated May 10, 2006, byamdng Embarqg Corporation (as borrower), Citib@hld. (as administrative
agent), and the other parties named therein (ircated by reference to Exhibit 4.1 to the Curregp®&t on Form 8-K filed
by Embarq Corporation (File No. 0-32372) with the Securities and Exchange Commissioiay 11, 2006)

f. Amendment No. 1, dated January 23, 2009, to CAglieéement, dated May 10, 2006, by and among EmBargoration.
Citibank, N.A. (as administrative agent), and thieeo parties named therein (incorporated by refaréa Exhibit 10.1 to the
Current Report on Form 8-K filed by Embarqg CorpmafFile No. 00132372) with the Securities and Exchange Commi:
on January 23, 200¢
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4.3

10.1

Instruments relating to Century™”s public senior deb

a.

k.

Indenture dated as of March 31, 1994 between Cghtliand Regions Bank (formerly First American Ba&nKrust of
Louisiana), as Trustee (incorporated by refereadexhibit 4.1 of our Registration Statement on F&@+8, Registration No.
33-52915).

Form of CenturyTel's 7.2% Senior Notes, &, due 2025 (incorporated by reference to EkHiRi7 to our Annual Report
on Form 1-K for the year ended December 31, 19¢

Form of CenturyTel's 6.875% Debentures, &e6, due 2028, (incorporated by reference to BExi® to our Annual Report
on Form 1-K for the year ended December 31, 19¢

Form of 8.375% Senior Notes, Series H, DEI2issued October 19, 2000 (incorporated by eefss to Exhibit 4.2 of our
Quarterly Report on Form -Q for the quarter ended September 30, 2C

Form of CenturyT¢s 7.875% Senior Notes, Series L, due 2012 (incatpdrby reference to Exhibit 4.2 of our Registrma
Statement on Form-4, File No. 33-100480).

Third Supplemental Indenture dated as of Februdn2@05 between CenturyTel and Regions Bank, astdeydesignatin
and outlining the terms and conditions of CentufisTe% Senior Notes, Series M, due 2015 (incorpatdty reference to
Exhibit 4.1 of our Current Report on Forr-K dated February 15, 200¢

Form of 5% Senior Notes, Series M, due 2015 (inetLich Exhibit 4.2(f)).

Fourth Supplemental Indenture dated as of Marct2@67 between CenturyTel and Regions Bank, as deudesignatin
and outlining the terms and conditions of CentufisT&.0% Senior Notes, Series N, due 2017 and 58&¥ior Notes, Series
O, due 2013 (incorporated by reference to Exhilditof our Current Report on Forr-K dated March 29, 2007

Form of 6.0% Senior Notes, Series N, due 2017 abith Senior Notes, Series O, due 2013 (includedkitit 4.2(h)).
Fifth Supplemental Indenture dated as of Septer2bg?009 between CenturyTel and Regions Bank, astde, designatin
and outlining the terms and conditions of CentuligT2.60% Senior Notes, Series P, due 2039 and6 .38nior Notes,
Series Q, due 2019 (incorporated by reference tokibd.1 of our Current Report on Forr-K dated September 21, 200

Form of 7.60% Senior Notes, Series P, due 201%atP6 Senior Notes, Series Q, due 2019 (includétkhibit 4.3(j)).

Qualified Employee Benefit Plans of CentullyTiec. (excluding several narrow-based qualifi¢ghg that cover union employees or
other limited groups of employee

a.

CenturyTel Dollars & Sense 401(k) Plan angsT, as amended and restated through Decemb208,(incorporated by

reference to Exhibit 10.1(a) of the Annual Repartrmrm 10-K for the year ended December 31, 2066 fiy CenturyTel, Inc.
(File No. 001-07784) with the Securities and Exg®@ommission on March 1, 2007), as amended bitseAmendment
and the Second Amendment thereto, each dated Dece&hp2007 (incorporated by reference to ExhiBit{a) of the Annual
Report on Form 10-K for the year ended Decembe3Q7 filed by CenturyTel, Inc. (File No. 001-07F&th the Securities
and Exchange Commission on February 29, 2008)nanded by the Third Amendment thereto dated Nove@®e2008
(incorporated by reference to Exhibit 10.1(a) t® innual Report on Form 10-K for the year endedebduer 31, 2008 filed by
CenturyTel, Inc. (File No. 001-07784) with the Setiess and Exchange Commission on February 27, R@39amended by the
Fourth Amendment thereto dated June 30, 2009 (orated by reference to Exhibit 10.1(a) to the @rbr Report on Form
10-Q filed by CenturyTel, Inc. for the period endedidB0, 2009)
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10.2

10.3

b.

CenturyTel Union 401(k) Plan and Trust, ameaded and restated through December 31, 2006 fiocied by reference to
Exhibit 10.1(b) of the Annual Report on Form 104€ the year ended December 31, 2006 filed by Cgntly Inc. (File

No. 002-07784) with the Securities and Exchange CommissioMarch 1, 2007), as amended by the First Amemdthereto
dated May 29, 2007 (incorporated by reference tailtix10.1(b) of the Quarterly Report on Form 1GH&d by CenturyTel,
Inc. (File No. 001-07784) with the Securities anatliange Commission on May 7, 2008), as amendetieo$econd
Amendment thereto dated December 31, 2007 (incatpdiby reference to Exhibit 10.1(b) of the AnrReport on Form 10-K
for the year ended December 31, 2007 filed by Ggmtl, Inc. (File No. 001-07784) with the Securstiend Exchange
Commission on February 29, 2008), as amended bytitd Amendment thereto dated November 20, 208&o¢porated by
reference to the Annual Report on Form 10-K forytbar ended December 31, 2008 filed by Centuryfiel,(File No. 001-
07784) with the Securities and Exchange CommissioRebruary 27, 2009), as amended by the Fourthnlment thereto
dated June 30, 2009 (incorporated by referenceiibi 10.1(b) to the Quarterly Report on Form 1GH&d by CenturyTel,
Inc. for the period ended June 30, 20(

CenturyTel Retirement Plan, as amended and redtatedgh December 31, 2006 (incorporated by refaréa Exhibit 10.1(c
of the Annual Report on Form 10-K for the year ehBecember 31, 2006 filed by CenturyTel, Inc. (Nie. 001-07784) with
the Securities and Exchange Commission on Mar@0@7), as amended by Amendment No. 1 thereto dgteat2, 2007
(incorporated by reference to Exhibit 10.1(c) & Quarterly Report on Form 10-Q filed by CenturyTet. (File No. 001-
07784) with the Securities and Exchange CommissioNay 7, 2008), as amended by Amendment No. 2tbelated as of
December 31, 2007 (incorporated by reference takixt0.1(c) of the Annual Report on Form 10-K fbe year ended
December 31, 2007 filed by CenturyTel, Inc. (File.901-07784) with the Securities and Exchange Cizsion on

February 29, 2008), as amended by Amendment Nwergto dated October 24, 2008 (incorporated byeate to the Annual
Report on Form 10-K for the year ended Decembe3a8 filed by CenturyTel, Inc. (File No. 001-07F&th the Securities
and Exchange Commission on February 27, 2009 nanded by Amendment No. 4 dated June 30, 2009rfincated by
reference to Exhibit 10.1(c) to the Quarterly Repor Form 1-Q filed by CenturyTel, Inc. for the period endeddB0, 2009)

Stock-based Incentive Plans and Agreements of Centurifi@l

a.

1983 Restricted Stock Plan, as amended and restatadyh May 28, 2009 (incorporated by referencExbibit 10.2(a) to th
Quarterly Report on Form -Q filed by CenturyTel, Inc. for the period endeddB0, 2009)

Form of Restricted Stock Agreement, pursuant t®0@5 Directors Stock Plan and dated as of MayB892entered int
between CenturyTel, Inc. and each of its outsidectlbrs on such date who remain on the Board #seadate hereof
(incorporated by reference to Exhibit 10.2(b) te @uarterly Report on Form 10-Q filed by CenturyTet. for the period
ended June 30, 200¢

Form of Restricted Stock Agreement, pursuant t@20@5 Directors Stock Plan and dated as of May892entered int
between CenturyTel, Inc. and each of its outsidecttors who retired on July 1, 2009 (incorporatgddierence to Exhibit 10.2
(c) to the Quarterly Report on Form-Q filed by CenturyTel, Inc. for the period endeddB0, 2009)

Form of Restricted Stock Agreement, purst@athe 2005 Directors Stock Plan and dated aslgf2] 2009, entered into
between CenturyTel, Inc. and each of its outsidecttrs named to the Board on July 1, 2009 (incered by reference to
Exhibit 10.1(d) to the Quarterly Report on Forn-Q filed by CenturyTel, Inc. for the period endead30, 2009)

Restricted Stock Agreement, pursuant to the 2008dirs Stock Plan and dated as of July 2, 20G@rethinto betwee
CenturyTel, Inc. and William A. Owens in payment\f. Owens’ 2009 supplemental chairman'’s fees (ipomated by
reference to Exhibit 10.2(e) to the Quarterly RéporForm 1-Q filed by CenturyTel, Inc. for the period endedd0, 2009)

Amended and Restated CenturyTel 2001 EmplSyeek Purchase Plan, dated as of June 30, 206&rfiorated by reference to
Exhibit 10.3 to the Quarterly Report on Forr-Q filed by CenturyTel, Inc. for the period endedid0, 2009)
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10.4

10.5

10.6

Form of Indemnification Agreement entered into lBn@iryTel, Inc. and each of its directors as of yl2009 (incorporated t
reference to Exhibit 99.3 of the Current Reporfonm 8-K filed by CenturyTel, Inc. (File No. 001-084) with the Securities and
Exchange Commission on July 1, 20C

Form of Indemnification Agreement entered imy CenturyTel, Inc. and each of its officers 3wy 1, 2009 (incorporated by
reference to Exhibit 10.5 to the Quarterly Repaorform 1(-Q filed by CenturyTel, Inc. for the period endeddB80, 2009)

Certain Material Agreements and Plans of Embargp@uation.

a. Employment Agreement, dated as of Marcl0B82between Thomas A. Gerke and Embarq Corporéticorporated by
reference to Exhibit 10.1 to the Current ReporForm 8-K filed by Embarqg Corporation (File No. 082372) with the
Securities and Exchange Commission on March 4, R

b. Amendment to the Employment Agreement anfdmgmas A. Gerke, Embarg Corporation and Centuryfel,dated
October 26, 2008 (incorporated by reference to lEkhD.1 to the Current Report on Form 8-K filedBybarqg Corporation
(File No. 00:-32372) with the Securities and Exchange Commissio@ctober 26, 2008

C. Amendment 20C-2 to the Employment Agreement between Embarqg Catwor and Thomas A. Gerke, dated Decembe
2008 (incorporated by reference to Exhibit 10.¢h®Annual Report on Form 10-K for the year endeddnber 31, 2008 filed
by Embarq Corporation (File No. 0-32372) on February 13, 200!

d. Agreement Regarding Special CompensatiorParstl Employment Restrictive Covenants, dated Dbeerh2, 1995, by and
between Sprint Corporation and Dennis G. Hubemfiparated by reference to Exhibit 10.4 to the QerrtReport on Form 10-
Q filed by Embarqg Corporation (File No. (-32372) with the Securities and Exchange Commissio@ctober 30, 2008

e. Amendment 20C-1 to the Employment Agreement between Embarqg Catjoor and Dennis G. Huber, dated Decembe
2008 (incorporated by reference to Exhibit 10.7h# Annual Report on Form 10-K for the year endeddnber 31, 2008 filed
by Embarq Corporation (File No. 0-32372) on February 13, 200!

f. Embarqg Corporation 2006 Equity IncentiverRlas amended and restated (incorporated by refeterExhibit 99.1 to the
Registration Statement on Form S-8 filed by Cenftatylnc. (File No. 001-07784) with the Securiteesd Exchange
Commission on July 1, 200¢

g. Form of 2007 Award Agreement for executive officefEEmbarq Corporation (incorporated by referercEsthibit 10.1 to the
Current Report on Form 8-K filed by Embarg CorpimmatFile No. 001-32372) with the Securities ancEange Commission
on February 27, 2007

h. Embarq Corporation 2008 Equity IncentivenRacorporated by reference to Exhibit 99.2 to Registration Statement on
Form &-8 filed by CenturyTel, Inc. (File No. 0-07784) with the Securities and Exchange Commissioduly 1, 2009)

i. Form of 2008 Restricted Stock Unit Award Agment (incorporated by reference to Exhibit 16.thé Current Report on
Form &K filed by Embarqg Corporation (File No. 0-32372) with the Securities and Exchange Commissioiarch 4, 2008}

j- Form of 2009 Restricted Stock Unit Award Agreem@mtorporated by reference to Exhibit 10.1 to @herent Report on
Form &K filed by Embarqg Corporation (File No. 0-32732) with the Securities and Exchange Commissioiarch 5, 2009]

K. Form of Stock Option Award Agreement (inamigted by reference to Exhibit 10.3 to the CurReport on Form 8-K filed by
Embarq Corporation (File No. 0-32372) with the Securities and Exchange CommissioMarch 4, 2008’
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11*

21

31.1*

31.2*

32*

Amendment to Outstanding RSUs granted in72&@d 2008 under the Embarqg Corporation 2006 Edpuétgntive Plan
(incorporated by reference to Exhibit 10.16 to Amaual Report on Form 10-K for the year ended Ddmam31, 2008 filed by
Embarq Corporation (File No. 0-32372) on February 13, 200!

m.  Form of 2006 Award Agreement between Embarq Cotmorand Richard A. Gephar(incorporated by reference
Exhibit 10.3 to the Current Report on Form 8-Kdiley Embarg Corporation (File No. 001-32372) wite Securities and
Exchange Commission on August 1, 2006), as amelyléae amendment thereto dated June 26, 2009 fiocated by
reference to Exhibit 10.6 (m) to the Quarterly Rejpm Form 10-Q filed by CenturyTel, Inc. for therd ended June 30,
20009).

n. Amended and Restated Executive Severance Plaodingl Form of Participation Agreement entered mbween Embar
Corporation and William E. Cheek (incorporated bference to Exhibit 10.4 to the Quarterly Reporform 10-Q filed by
Embarq Corporation (File No. 0-32372) with the Securities and Exchange Commissio®ctober 30, 2008

0. Embarq Supplemental Executive Retirement,Rla amended and restated as of January 1, 20@9gorated by reference to
Exhibit 10.27 to the Annual Report on Form 10-K fioe year ended December 31, 2008 filed by Embargdtation (File
No. 00-32372) on February 13, 200!

p. Summary of Embarq Corporation 2009 S-Term Incentive Program (incorporated by referencExhibit 10.2 to the
Quarterly Report on Form 10-Q filed by Embarg Cogpion (File No. 001-32732) with the Securities &dahange
Commission on May 7, 200¢

Computations of Earnings Per She

Subsidiaries of CenturyTel, Inc. (incorporagdeference to Exhibit 21 to the Quarterly Remort-orm 10-Q filed by CenturyTel,
Inc. for the period ended June 30, 20(

Certification of the Chief Executive Officer of GenyTel, Inc. pursuant to Section 302 of the Saes-Oxley Act of 2002
Certification of the Chief Financial Officer of CeemyTel, Inc. pursuant to Section 302 of the Sads-Oxley Act of 2002
Certification of the Chief Executive Officer and i€hFinancial Officer of CenturyTel, Inc. pursudatSection 906 of the Sarba-
Oxley Act of 2002

Exhibit filed herewith.

SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by
the undersigned thereunto duly authorized.

CenturyTel, Inc.

Date: November 9, 20C /s/ Neil A. Sweasy

Neil A. Sweas)
Vice President and Controll
(Principal Accounting Officer
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Exhibit 11

CenturyTel, Inc.
COMPUTATIONS OF EARNINGS PER SHARE

(UNAUDITED)
Three month: Nine months
ended September 3 ended September 3
2009 2008* 2009 2008*
(Dollars, except per share amounts, and shares in
thousands
Income (Numerator,
Net income before extraordinary it $ 147,63 84,73: 283,81¢  265,66(
Extraordinary item, net of income tax expense aoncontrolling interes! 133,21: - 133,21: -
Net income attributable to CenturyTel, li 280,84 84,73: 417,03.  265,66(
Dividends applicable to preferred stc 3 (©)] 9 (152)
Earnings applicable to unvested restricted st
Income before extraordinary ite (690 (1,075 (2,395 (2,970
Extraordinary iten (622) - (1,129 -
Net income as adjusted for purposes of computisgchearnings per sha 279,53 83,65¢ 413,50  262,53¢
Dividends applicable to preferred stock 3 3 9 152
Net income as adjusted for purposescomputing diluted earnings per share $ 279,53¢ 83,65¢ 413,510  262,69(
Shares (Denominator
Weighted average number of shai
Outstanding during peric 297,33: 101,69: 166,23(  104,56!
Nonvested restricted stor (1,390 (1,290 (1,409 (1,169
Nonvested restricted stock un 2,192 - 731 -
Weighted average number of shares outstandingglpeniod for computing basic
earnings per sha 298,13¢  100,40: 165,55¢ 103,39¢
Incremental common shares attributeto dilutive securities
Shares issuable under convertible secur 13 13 13 221
Shares issuable under incentive compensatiors plan 257 232 95 157
Number of shares as adjusted for purposes opating diluted earnings per sha re 298,40: 100,64" 165,66¢ 103,77
Basic earnings per she
Income before extraordinary ite $ A4S .83 1.7¢ 2.54
Extraordinary iten $ 44 - .8C -
Basic earnings per she $ 94 .83 2.5C 2.54
Diluted earnings per sha
Income before extraordinary ite $ A48 .83 1.7C 2.5
Extraordinary iten $ 44 - .8C -
Diluted earnings per sha $ 94 .83 2.5C 2.5

* The provisions of FSP EITF 03-6-1 have been sgiextively applied to the 2008 information.



Exhibit 31.1

CERTIFICATIONS

[, Glen F. Post, Ill, Chairman of the Board and&liixecutive Officer, certify that:

1.

2.

| have reviewed this quarterly report on Forn-Q of CenturyTel, Inc.

Based on my knowledge, this report does notadomany untrue statement of a material fact ortdmstate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nkadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contamid procedures (as defin
in Exchange Act Rules 13a-15(e) and 15d-15 (e))iatednal control over financial reporting (as aefil in Exchange Act Rules 13a-15(f)
and 15+15(f)) for the registrant and hav

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidatibsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepa

b) designed such internal control over financial réipgr or caused such internal control over finahedporting to be designed unc
our supervision, to provide reasonable assuramgadang the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip!

C) evaluated the effectiveness of the regisBatisclosure controls and procedures and predentthis report our conclusions about
the effectiveness of the disclosure controls andgaures, as of the end of the period coveredibyéport based on such
evaluation; an

d) disclosed in this report any change in grgistrant’s internal control over financial repogithat occurred during the registrant’s
most recent fiscal quarter that has materiallycéfe, or is reasonably likely to materially affette registrant’s internal control over
financial reporting; an

The registrar's other certifying officer and | have disclosedsdmon our most recent evaluation of internal @miver financial reportin
to the registrarl's auditors and the audit committee of the regit's board of director

a) all significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which ai
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refgmahcial information; an

b) any fraud, whether or not material, that involveanagement or other employees who have a significéain the registra’s
internal control over financial reportin

Date:November 9, 20C By: _Glen F. Post, lll

Glen F. Post, I
Chief Executive Officer ar
Presider



Exhibit 31.2

CERTIFICATIONS

I, R. Stewart Ewing, Jr., Executive Vice Presidand Chief Financial Officer, certify that:
1. | have reviewed this quarterly report on Forn-Q of CenturyTel, Inc.

2. Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omsit&de a material fact necessan
make the statements made, in light of the circunt&ts.under which such statements were made, ntgadisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, andtf@ periods presented in this rep

4, The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@)Band internal control over financial reportifas defined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hay

a) designed such disclosure controls and proceduresiused such disclosure controls and procedures ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b)  designed such internal control over financial réipgr or caused such internal control over finahedporting to be designed uni
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) evaluated the effectiveness of the regis’s disclosure controls and procedures and presé@ntbis report our conclusions abc
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

d) disclosed in this report any change in the regi¢'s internal control over financial reporting thatooed during the registre’'s
most recent fiscal quarter that has materiallycée, or is reasonably likely to materially affette registrant’s internal control
over financial reporting; an

5. The registrant’s other certifying officer andve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registre’s auditors and the audit committee of the regit’'s board of directors

a) all significant deficiencies and materialakeesses in the design or operation of internairobaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; ani

b) any fraud, whether or not material, that involveaniagement or other employees who have a significéain the registra’s
internal control over financial reportin

Date: November 9, 20( By: R. Stewart Ewing, Jr.
R. Stewart Ewing, J
Executive Vice President a
Chief Financial Office




Exhibit 32
CenturyTel, Inc.

November 9, 2009

Securities and Exchange Commission
100 F Street, N.E.
Washington, D.C. 20549

Re: CenturyTel, Inc
Certification of Contents of Form 10-Q for the gigarending September 30, 2009 pursuant to Sec@6rofthe SarbaneSxley Act o

Ladies and Gentlemen:

The undersigned, acting in their capacities aCthief Executive Officer and the Chief Financial ioéf of CenturyTel, Inc. (theCom
certify that the Form 1@ for the quarter ended September 30, 2009 of trepany fully complies with the requirements of S&ttl3(a) of th
Securities Exchange Act of 1934, and that the mfdfon contained in the Form IDfairly presents, in all material respects, tmaficial cond
results of operations of the Company as of thesdaitel for the periods covered by such report.

A signed original of this written statement reqditey Section 906 has been provided to the Compadyél be retained by the Con
furnished to the Securities and Exchange Commissiots staff upon request.

Very truly yours,
/s/ Glen F. Post, lll /s/ R. Stewart Ewing, Jr.
Glen F. Post, llI R. Stewart Ewing, Jr.
Chief Executive Officer Executive Vice President and

and President Chief Financial Officer



