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PART I
Iltem 1. Business

General. CenturyTel, Inc. ("CenturyTel") is a retabintegrated communications company engaged piinia providing local exchange
telephone services and wireless communicationscasrvor the year ended December 31, 2001, lachlamge telephone operations and
wireless operations provided 71% and 21%, respalgtiof the consolidated revenues of CenturyTelitmdubsidiaries (the "Company"). All
of the Company's operations are conducted witherctintinental United States.

At December 31, 2001, the Company's local exchéglgphone subsidiaries operated approximately lll®mtelephone access lines,
primarily in rural, suburban and small urban ariea®l states, with the largest customer basesdddatWisconsin, Arkansas, Washington,
Missouri, Michigan, Louisiana and Colorado. Accoglto published sources, the Company is the eigingjest local exchange telephone
company in the United States based on the numberoafss lines served. For more information, seiefifiene Operations."

At December 31, 2001, the Company's majority-owaued operated cellular systems (i) served approxiiya97,000 customers in 19
Metropolitan Statistical Areas ("MSAs") and 22 Rugarvice Areas ("RSAs") in Michigan, Louisiana kAnsas, Mississippi, Wisconsin and
Texas and (ii) had access to approximately 7.8amiltellular pops (the estimated population ofdiged cellular telephone markets multiplied
by the Company's proportionate equity intereshalicensed operators thereof). At December 311 20@ Company also owned minority
equity interests in 10 MSAs and 22 RSAs, repreagrapproximately 2.0 million cellular pops. Accardito data derived from published
sources, the Company is the eighth largest celtalaphone company in the United States basedeo@dmpany's 9.8 million aggregate pc

In August 2001, the Company announced that it daging the separation of its wireless businesmfits other operations. For more
information, see "Wireless Operations."

The Company also provides long distance, Interoetss, competitive local exchange carrier, broadilolata, security monitoring, and other
communications and business information serviceeitain local and regional markets. For more imi@tion, see "Other Operations."

Recent acquisitions and dispositions. On July 8D02and September 29, 2000, affiliates of the Caomgaquired over 490,000 telephone
access lines and related assets from Verizon Corcations, Inc. ("Verizon") in four separate trartsaes for approximately $1.5 billion in
cash. Under these transactions:

o On July 31, 2000, the Company purchased apprd&lyna31,000 telephone access lines and related éochange assets comprising 106
exchanges throughout Arkansas for approximately2$8dlion in cash.

0 On July 31, 2000, Spectra Communications Grolyg, (!Spectra") purchased approximately 127,0000tebme access lines and related
local exchange assets comprising 107 exchangesgihoot Missouri for approximately $297 million cagts of December 31, 2001, the
Company owns 75.7% of Spectra, which was orgartizedquire and operate these Missouri propertieslosing, the Company made a
preferred equity investment in Spectra of approxatye$55 million (which represented a 57.1% intérasd financed substantially all of the
remainder of the purchase price. In the first qgrast 2001, the Company purchased an addition&%8nterest in Spectra for $47.1 million.

0 On September 29, 2000, the Company purchasedxapately 70,500 telephone access lines and relatad exchange assets comprising
42 exchanges throughout Wisconsin for approxim&#&87 million in cash.

0 On September 29, 2000, Telephone USA of Wiscohsi@ ("TelUSA") purchased approximately 62,90Cfhone access lines and related
local exchange assets comprising 35 exchangesghoot1 Wisconsin for approximately $172 million iast). The Company owns 89% of
TelUSA, which was organized to acquire and opetetse Wisconsin properties. At closing, the Compaage an equity investment in
TelUSA of approximately $37.8 million and financaabstantially all of the remainder of the purchasee.

In August 2000, the Company acquired the asse®SdY Net, Inc., a regional Internet service provithet offers dial-up and dedicated
Internet access, and web site and domain hostingpte than 14,000 customers in 28 communities kaAsas.

In November 1999, the Company acquired the as$®g)iSys, Inc., an Internet service provider inli€pell, Montana. DigiSys provides
Internet services to more than 8,600 customersantikha and operates MontanaWeb, one of the langése business directories in the
state.

In October 1999, the Company acquired the wineline cellular license to serve Mississippi R8%, which covers 160,000 pops. Mississi
RSA #5 encompasses the Vicksburg and Greenvill&etens well as portions of Interstate Highway 8tween Jackson, Mississippi and
Monroe, Louisiana.

In June 1999, the Company sold all of the operatifrits Brownsville and McAllen, Texas, cellularsgems to Western Wireless Corporation
for approximately $96 million cash. The Companyeieed a proportionate share of the sale proceedpmbximately $45 million after-tax.

In May 1999, the Company sold substantially alt®fAlaska telephone and wireless operations for@apmately $300 million after-tax. In
February 2000, the Company sold its interest irsRdaRSA #1 which completed the Company's divestitdiit Alaska operation:



In the second quarter of 2001, the Company soleesp Wireless International, Inc. 30 PCS (Pers@uahmunications Service) operating
licenses for an aggregate of $205 million. The Canypreceived approximately $118 million of the gwase price in cash at closing and
collected the remainder in installments throughftheth quarter of 2001.

The Company continually evaluates the possibilftaaguiring additional telecommunications assetxchange for cash, securities or both,
and at any given time may be engaged in discussionegotiations regarding additional acquisitioiise Company generally does not
announce its acquisitions until it has entered ampyeliminary or definitive agreement. Over thetgaw years, the number and size of
communications properties on the market has ineckasbstantially. Although the Company's primaguwill continue to be on acquiring
interests that are proximate to its propertiehat serve a customer base large enough for the @oyrtp operate efficiently, other
communications interests may also be acquired le@gktacquisitions could have a material impact dperCompany.

Pending acquisitions. On October 22, 2001, the Gamyentered into definitive agreements to purclii@se affiliates of Verizon assets
comprising all of Verizon's local telephone opeyasi in Missouri and Alabama. In exchange, the Combas agreed to pay approximately
$2.159 billion in cash, subject to certain adjusitaalescribed below.

The assets to be purchased will include (i) affiabne access lines (which numbered approxima?y080 as of December 31, 2001) and
related property and equipment comprising Veriztotal exchange operations in 98 exchanges in pnedmtly rural and suburban markets
throughout Missouri, several of which are adjadergroperties currently owned and operated by the@any, (i) all telephone access lines
(which numbered approximately 304,000 as of Decer@ibe2001) and related property and equipment cising Verizon's local exchange
operations in 90 exchanges in predominantly ruralkets throughout Alabama, (iii) Verizon's assetsdito provide digital subscriber line
("DSL") and other high speed data services withanpgurchased exchanges in both states and (ivdeppately 2,800 route miles of fiber
optic cable within the purchased exchanges in btattes. The acquired assets will not include Vetioellular, PCS, long distance, dial-up
Internet, or directory publishing operations, g@hts under various Verizon contracts, includingstheelating to customer premise equipment.
The Company will not assume any liabilities of \Zer other than those associated with contractsloymees, facilities and certain other as
transferred in connection with the purchases. Turetase price will be adjusted to, among othergshiili) reimburse Verizon for certain pre-
closing costs and (ii) compensate the Company if2de fails to attain certain specified pre-closgapital expenditure targets. The aggregate
effect of these adjustments is not expected to &temal.

The Company's purchase of the Alabama propertieb&an approved by the Alabama Public Service Cssiam. The Company's purchase
of the Missouri properties is subject to the appt®@f the Missouri Public Service Commission. Canguation of each transaction is also
subject to, among other things, (i) the approvahefFederal Communications Commission, (ii) coampte with the notification and waiting
period requirements under the Hart-Scott-RodindtArgt Improvements Act of 1976, (iii) the recegdtvarious third party consents,
including releases from Verizon bondholders termiiggliens on the transferred assets, and (iv)ousriother customary closing conditions.
Neither purchase is conditioned upon the complaticthe other purchase. Under each definitive agesg, the Company has agreed to
Verizon 10% of the transaction consideration if pliechase is not consummated under certain specifinditions, including the Company's
incapacity to finance the transaction.

The properties to be acquired are currently sultigepticecap regulation for interstate purposes, and the @amy has no plans to change tl
Because most of the Company's other telephone girepare subject to rate-of-return regulation, @menpany's plans to retain price-cap
regulation for the acquired properties will requireo seek a waiver of the FCC's "all or nothimgfulation that generally requires a rate-of-
return company acquiring a price-cap company toedrall of its operations to price-cap regulatiithough the FCC has granted similar
waivers to other carriers over the past coupleeafry, no assurances can be provided that the FIC@ravit a waiver to the Company. The
Company's failure to obtain this waiver would adety impact the financial benefits that the Compantijcipates receiving in connection
with its purchases of the Verizon properties.

On February 28, 2002, the Company purchased tke filgtwork and customer base of KMC Telecom's djp@sin Monroe and Shreveport,
Louisiana which will allow the Company to offer ltband services to customers in these markets.

Other. As of December 31, 2001, the Company hadoappately 6,900 employees, approximately 1,28@lém were members of 17
different bargaining units represented by the ha@onal Brotherhood of Electrical Workers, the Goamications Workers of America, or the
NTS Employee Committee. Relations with employeeginae to be generally goo

CenturyTel was incorporated under Louisiana la@968 to serve as a holding company for severgbhelee companies acquired over the
previous 15 to 20 years. CenturyTel's principaketiee offices are located at 100 CenturyTel DriMenroe, Louisiana 71203 and its
telephone number is (318) 388-9000.

TELEPHONE OPERATIONS

According to published sources, the Company iethbth largest local exchange telephone compalttyeitunited States, based on the
approximately 1.8 million access lines it serve®atember 31, 2001. All of the Company's access lare digitally switched. Through its
operating telephone subsidiaries, the Company desvervices to predominately rural, suburban avadl sirban markets in 21 states. The
table below sets forth certain information withpest to the Company's access lines as of Decenib@081 and 2000.

December 31, 2001 December 31, 2000




Number of Percent of Number of Percent of
State access lines access | ines access lines access lines
Wisconsin 498,331 (1) 28 % 498,234 (1) 28%
Arkansas 271,617 15 278,155 15
Washington 189,868 11 189,341 11
Missouri 130,651 (2) 7 129,944 (2) 7
Michigan 114,643 6 114,325 6
Louisiana 104,043 6 103,091 6
Colorado 97,571 6 95,509 5
Ohio 84,636 5 85,308 5
Oregon 78,592 4 79,663 5
Montana 65,974 4 65,966 4
Texas 51,451 3 51,387 3
Minnesota 31,110 2 30,910 2
Tennessee 27,660 2 27,781 2
Mississippi 23,579 1 23,435 1
New Mexico 6,396 - 6,295 -
Idaho 6,119 - 6,197 -
Indiana 5,490 - 5,425 -
Wyoming 5,408 - 5,108 -
lowa 2,072 - 2,048 -
Arizona 1,937 - 1,920 -
Nevada 495 - 523 -
1,797,643 100 % 1,800,565 100%

(1) Approximately 61,990 (as of December 31, 2Qffithese lines are owned and operated by Centusy&8%6-owned affiliate.
(2) These lines are owned and operated by Centlisyd®7%-owned affiliate.



As indicated in the following table, the Company lggnerally experienced growth in its telephoneajmns over the past several years, a
substantial portion of which was attributable te fuly and September 2000 acquisitions of teleppoogerties from Verizon, the December
1997 acquisition of PTI, the acquisitions of ottedephone properties and the expansion of servicesrtion of the Company's access line
growth was offset by the May 1999 sale of the CamyfsaAlaska telephone operations.

Year ended or as of December 31,

2001 200 0 1999 1998 1997

(Dollars in thousands)

Access lines 1,797,643 1,800 ,565 1,272,867 1,346,567 1,203,650
% Residential 76% 76 75 74 74
% Business 24% 24 25 26 26
Operating revenues $ 1,505,733 1,253 969 1,126,112 1,077,343 526,428
Capital expenditures $ 351,010 275 ,523 233,512 223,190 115,854

Future growth in telephone operations is expeadukbtderived from (i) acquiring additional telepb@roperties, (ii) providing service to ni
customers, (iii) increasing network usage andgioyiding additional services made possible by adea in technology, improvements in the
Company's infrastructure and changes in regulakoninformation on developing competitive trensise "-Regulation and Competition."

Services

The Company's local exchange telephone subsidideigge revenue from providing (i) local teleph@®avices, (ii) network access services
and (iii) other related services. The followingleabeflects the percentage of telephone opera@mgnues derived from these respective
services:

2001 2000 1999
Local service 32.6% 32.6 31.4
Network access 58.1 58.0 58.1
Other 9.3 9.4 10.5

100.0% 100.0 100.0

Local service. Local service revenues are deriveuh fthe provision of local exchange telephone sewin the Company's service areas.
Access lines declined 0.2% in 2001. Internal actieeggrowth during 2000 and 1999 was 2.8% and 418%pectively. The decline in inter
access line growth during 2001 was substantiallytdithe slowing growth in the Company's servieaamdue to general economic conditi
and disconnecting service to customers for non-gem

The installation of digital switches, high-speedbdeircuits and related software has been an irapbdomponent of the Company's growth
strategy because it allows the Company to offemanéd voice services (such as call forwarding, examfce calling, caller identification,
selective call ringing and call waiting) and datavices and to thereby increase utilization of taxisaccess lines. In 2001 the Company
continued to expand its list of premium serviceslsas voice mail) offered in certain service ama$aggressively marketed these services.

Network access. Network access revenues primaidye to services provided by the Company to ldstadce carriers, wireless carriers i
other customers in connection with the use of thm@any's facilities to originate and terminateistate and intrastate long distance
telephone calls. Certain of the Company's intezstatwork access revenues are based on tariffedscbarges prescribed by the Federal
Communications Commission ("FCC"); the remaindeswath revenues are derived under revenue shariaggaments with other local
exchange carriers ("LECs") administered by the d&veti Exchange Carrier Association ("NECA"), a qeg@vernmental non-profit
organization formed by the FCC in 1983 for suchppses.

Certain of the Company's intrastate network acoesmnues are derived through access charges billdfie Company to intrastate long
distance carriers and other LEC customers. Suchsi@te network access charges are based ondaiéess charges, which are subject to
state regulatory commission approval. Additionatigrtain of the Company's intrastate network acoegmnues, along with intrastate and
intra-LATA (Local Access and Transport Areas) laligtance revenues, are derived through revenuengharrangements with other LECs.

The Company is installing fiber optic cable in ed@mrtof its high traffic routes and provides alté¢iverouting of telephone service over fiber
optic cable networks in several strategic operadirggs. At December 31, 2001, the Company's tetepbobsidiaries had over 10,900 miles
of fiber optic cable in use.

Other. Other revenues include revenues relatedl kaging, selling, installing, maintaining angbaéring customer premise
telecommunications equipment and wiring, (ii) pding billing and collection services for long dista companies and (iii) participating in
the publication of local directorie



Certain large communications companies for whieh@ompany currently provides billing and collectgervices continue to indicate their
desire to reduce their billing and collection exges) which has resulted and may continue to rasflture reductions of the Company's
billing and collection revenues.

For further information on the regulation of then@many's revenues, see "-Regulation and Competition.
Federal Financing Programs

Certain of the Company's telephone subsidiariesivedong-term financing from the Rural UtilitiegiSice ("RUS") or the Rural Telephone
Bank ("RTB"). The RUS has made long-term loan®tegghone companies since 1949 for the purposembiing telephone service in rural
areas. The RUS continues to make new loans aestteates that range from 5% to 7% based on borrquagifications and the cost of funds
to the United States government. The RTB, estadudish 1971, makes long-term loans at interest ta@esd on its average cost of funds as
determined by statutory formula (which ranged fre®P6 to 6.0% for the RTB's fiscal year ended Septm30, 2001), and in some cases
makes loans concurrently with RUS loans. Much ef@ompany's telephone plant is pledged or mortgemgeedcure obligations of the
Company's telephone subsidiaries to the RUS and Rf8 Company's telephone subsidiaries that hasewed from government agencies
generally may not loan or advance any funds to @gmel, but may pay dividends if certain finanaalvenants are met.

For additional information regarding the Compatfiyilancing, see the Company's consolidated finast&bments included in Item 8 herein.
Regulation and Competition

Traditionally, LECs have operated as regulated mofhies. Consequently, most of the Company's teleplaperations have traditionally be
regulated extensively by various state regulatggnaies (generally called public service commissimnpublic utility commissions) and by
the FCC. As discussed in greater detail below,ggessf the Telecommunications Act of 1996 (the '6L8@t"), coupled with state legislative
and regulatory initiatives and technological chandmas fundamentally altered the telephone industmeducing the regulation of LECs and
permitting competition in each segment of the tietepe industry. CenturyTel anticipates that theseds towards reduced regulation and
increased competition will continue.

State regulation. The local service rates andstdta access charges of substantially all of thefamy's telephone subsidiaries are regulated
by state regulatory commissions. Most of such cassimins have traditionally regulated pricing throlgite of return" regulation that focus

on authorized levels of earnings by LECs. Mosthekse commissions also (i) regulate the purchaseardf LECs, (ii) prescribe
depreciation rates and certain accounting procecdamd (iii) regulate various other matters, inahgdcertain service standards and operating
procedures.

In recent years, state legislatures and regulaiomymissions in most of the states in which the Camyphas substantial operations have either
reduced the regulation of LECs or have announceid ititention to do so, and it is expected that thend will continue. Wisconsin,
Louisiana, Arkansas and several other states mapleimented laws or rulings which require or pefniCs to opt out of rate of return
regulation in exchange for agreeing to alternaftvens of regulation which typically permit the LEfteater freedom to establish local service
rates in exchange for agreeing not to charge natescess of specified caps. As discussed furtbkavh most of the Company's Wisconsin
telephone subsidiaries, with the exception of tfeperties acquired in mid-2000, have agreed todvegned by alternative regulation plans,
and the Company continues to explore its optionsifailar treatment in other states. Other stataehmposed new regulatory models tha
not rely on "rate of return" regulation. The Compéelieves that reduced regulatory oversight ofaierf the Company's telephone
operations may allow the Company to offer new antetitive services faster than under the traditioagulatory process. For a discussion
of legislative, regulatory and technological chanteat have introduced competition into the loc@hange industry, see "-Developments
Affecting Competition."

A portion of the Company's telephone operationd/isconsin have been regulated under an alternegiy@ation plan since June 1996. In
1999 and early 2000, most of the Company's remgiviiisconsin telephone subsidiaries agreed to besiio alternative regulation plans.
The Company's Wisconsin access lines acquireddr2®00 continue to be regulated under "rate ofrrétregulation. Each of these
alternative regulation plans has a five-year tench permits the Company to adjust local rates wisipiecified parameters if certain quality-of-
service and infrastructure-development commitmargsmet. These plans also include initiatives desigo promote competition. Although
the Company believes that these plans will be fablerin the future as additional revenue streamsdded and cost efficiencies are obtai
there can be no assurance that current or futtemative regulation plans will not reduce reveguewth in the future.

Since 1997 all of the Company's LECs operatingdnisiana have been regulated under a Consumer Patection Plan (the "Louisiana
Plan™). This form of regulation focuses on pricel guality of service. Under the Louisiana Plan,@wmpany's Louisiana LECs' local rates
and access rates have remained unchanged sincehl@%@ay currently be increased within certairapagters. The Company's Louisiana
LECs have the option to propose a new plan atiamgy if the Louisiana Public Service Commission (3') determines that (i) effective
competition exists or (ii) unforeseen events therdhe LEC's ability to provide adequate servicenair its financial health.

The Company's Arkansas LECs, excluding the recextyuired Verizon properties, are regulated undalgrnative regulation plan adopted
in 1997, which initially froze access rates forethyears, after which time such rates can be adjustsed on an inflation-based factor. Local
service rates can be adjusted without commissipnoapl; however, such rates are subject to comorisgview if certain petition criteria are
met. In addition, since 1995 the Company's MichigB&s have been subject to a regulatory struchatfocuses on price and quality of
service as opposed to traditional rate of retugulagion, and which relies more on existing fedawrad state law regarding antitrust consu



protection and fair trade to provide safeguardsémpetition and consumers.

Notwithstanding the movement towards deregulali®t(Cs operating approximately 61% of the Compargtal taccess lines continue to
subject to "rate of return” regulation. These LE@®ain subject to the powers of state regulatorgrassions to conduct earnings reviews
and adjust service rates, either of which could keaerevenue reductions.

FCC regulation. The FCC regulates the interstatdcas provided by the Company's telephone subsédigprimarily by regulating the
interstate access charges that are billed to Igstgrice companies and other LECs by the Companys®of its local network in connection
with the origination and termination of interstégéephone calls. Additionally, the FCC has prestibertain rules and regulations for
telephone companies, including regulations regarthe use of radio frequencies; a uniform systeimcobunts; and rules regarding the
separation of costs between jurisdictions andpnaitely, between interstate services.

Effective January 1, 1991, the FCC adopted prigeregulation relating to interstate access ratethiRegional Bell Operating Companies.
All other LECs may elect to be subject to price-oagulation. Under price-cap regulation, limits imspd on a company's interstate rates are
adjusted periodically to reflect inflation, prodivdty improvement and changes in certain non-cdtabde costs. In May 1993 the FCC
adopted an optional incentive regulatory plan f&Cls not subject to price-cap regulation. A LEC &terthe optional incentive regulatory
plan would, among other things, file tariffs bagenarily on historical costs and not be allowegéoticipate in the relevant NECA pooling
arrangements. The Company has not elected priceegagation or the optional incentive regulatorgrpfor its incumbent operations (but
does propose to operate the access lines that adraed to purchase from Verizon under price-egplation). Subject to certain exceptions,
if the Company were to elect price-cap regulatiothe optional incentive regulatory plan for iteumbent operations, either election would
have to be applicable to all of the Company's tedeye subsidiaries based on current regulations.

On October 11, 2001, the FCC modified its inteestaicess charge rules and universal service supysiem for rate of return local exchange
carriers. This order, among other things, (i) iases the caps on the subscriber line charges ()3b@e levels paid by most subscribers
nationwide; (ii) allows limited SLC deaveraging, isth will enhance the competitiveness of rate afimetcarriers by giving them pricing
flexibility; (iii) lowers per minute rates collealefor federal access charges; (iv) creates a nghicéxuniversal service support mechanism
that will replace other implicit support mechanisima manner designed to ensure that rate struchaeges do not affect the overall recoy

of interstate access costs by rate of return earsierving high cost areas and (v) terminates thegeding on the represcription of the
authorized rate of return for rate of return LE®hijch will remain at 11.25%. The Company expecésdider to be implemented on a reve
neutral basis for interstate purposes. Other prapasibmitted to the FCC by the Multi-Associatioro@ representing rural carriers were
rejected or deferred for additional comment.

The FCC is seeking comment on a Further Noticerop®sed Rulemaking regarding developing an appatgfederal incentive plan for rate
of return LECs. The Company is actively monitorthgs proceeding and will provide comments to theCRh major policy issues.

High-cost support funds, revenue sharing arrangé& e related matters. A significant number ofGloenpany's telephone subsidiaries
recover a portion of their costs under federal state cost recovery mechanisms that traditionalyetallowed LECs serving small
communities and rural areas to provide communinat&ervices reasonably comparable to those awilakirban areas and at reasonably
comparable prices.

As mandated by the 1996 Act, in May 2001 the FCdifrea its existing universal service support mathka for rural telephone companies.
The FCC adopted an interim mechanism for a fiva-peaiod, effective July 1, 2001, based on embeddeHistorical, costs that will provide
predictable levels of support to rural local exdpararriers, including substantially all of the Gmamy's local exchange carriers. The
Company estimates (based on current operationsutinent nationwide average cost per loop and detors) that such ruling may increase
the Company's level of universal service suppaims by approximately $7 million on an annualibadis compared to previous levels.
During 2001 and 2000 the Company's telephone sialoisid received $168.7 million and $146.4 millioespectively (which included $21.6
million and $8.3 million, respectively, relatedttee Company's Verizon operations acquired in 26@d) the federal Universal Service Fund,
representing 8.0% and 7.9%, respectively, of then@any's consolidated revenues for 2001 and 200&ddition, the Company's telephone
subsidiaries received $31.5 million and $30.7 wiillin 2001 and 2000, respectively, from intrastateport funds.

In 1997, the FCC also established new programsawige discounted telecommunications services dhnteaschools, libraries and rural
health care providers. All communications carrjgeviding interstate telecommunications servicesluiding the Company's LECs and its
cellular and long distance operations, are requiezbntribute to these programs. Prior to May 2@6& Company's LECs recovered their
funding contributions in their rates for intersta@vices. Subsequent to May 2001, in accordanttean2001 FCC order, such contributions
are not recovered through access charges but éhateacharged as an explicit item on customels. Gihe Company's contribution by its
cellular and long distance operations, which ispd®n to its customers, was approximately $5.0amiin 2001 and $3.7 million in 2000.

Some of the Company's telephone subsidiaries aperatates where traditional cost recovery meamasi including rate structures, are
under evaluation or have been modified. See "eRagulation." There can be no assurance that #ates will continue to provide for cost
recovery at current levels.

Substantially all of the Company's LECs concur wilith common line tariff and certain of the CompamyECs concur with the traffic
sensitive tariffs filed by the NECA; such LECs jpeipate in the access revenue sharing arrangeradnigistered by the NECA for interstate
services. All of the intrastate network access mees of the Company's LECs are based on accesgeshanst separation studies or special
settlement arrangements. S- Services.'



Certain long distance carriers continue to reqtiegtcertain of the Company's LECs reduce intrastatess tariffed rates. Long distance
carriers have also aggressively pursued regulatolggislative changes that would reduce access.raithough such changes have not
materially affected access revenues to date, there assurance that these requests or initiatWleaot result in decreased access revenu:
the future.

Developments affecting competition. The commundar&iindustry continues to undergo fundamental cbsmdnich are likely to significant
impact the future operations and financial perfarogaof all communications companies. Primarily assalt of legislative and regulatory
initiatives and technological changes, competitias been introduced and encouraged in each sddter telephone industry, including, m
recently, the local exchange sector. As a reqwdtpumber of companies offering competitive sewvitas increased substantially.

As indicated above, in February 1996 Congress edabe 1996 Act, which obligates primarily the Rewil Bell Operating Companies to
permit competitors to interconnect their facilittiesthe LEC's network and to take various othgpstlat are designed to promote
competition. The 1996 Act imposes several dutiea @iC if it receives a specific request from aeotbntity which seeks to connect with or
provide services using the LEC's network. In additeach incumbent LEC is obligated to (i) negetiaterconnection agreements in good
faith, (ii) provide "unbundled" access to all adpenf the LEC's network,

(iii) offer resale of its telecommunications sergcat wholesale rates and

(iv) permit competitors to collocate their physipédnt on the LEC's property, or provide virtuallecation if physical collocation is not
practicable.

Under the 1996 Act's rural telephone company exiampinost of the Company's telephone subsidiagrsgpt for the access lines most
recently acquired from Ameritech in 1998 and Venizo 2000) are exempt from certain of these intenextion requirements unless and until
the appropriate state regulatory commission ovesritie exemption upon receipt from a competita lbbna fide request meeting certain
criteria. In mid-2000, a federal appellate courerturned portions of the FCC's 1996 interconneabiater that sought to place the burden of
defending this exemption on rural LECs and rulext tompetitors had the burden of proof in removhegrural exemption. States are
permitted to adopt laws or regulations that pro¥ategreater competition than is mandated unded 886 Act. Although portions of the
FCC's August 1996 interconnection order have sedsjudicial challenge, the FCC has not completeéhtierconnection rulemaking and
certain litigation continues in the area of pricingbundled network elements. Management believascttimpetition in its telephone service
areas has increased and will continue to increaserasult of the 1996 Act and additional FCC rtetations related to interconnection and
the portability of universal service support. Whitempetition through use of the Company's netwsitill limited in most of its markets, the
Company will continue to witness competition fromaiety of facilities-based service providers lugling wireless and cable companies.

In addition to these changes in federal regulatdirgf the 21 states in which the Company providésphone services have taken legislative
or regulatory steps to further introduce compatiiicto the LEC business.

As a result of these regulatory developments, iremh LECs ("ILECSs") increasingly face competitioorh competitive local exchange
carriers ("CLECs"), particularly in high populatianeas. CLECs provide competing services througllieg the ILECs' local services,
through use of the ILECs' unbundled network elesenthrough their own facilities. The number ofrqmanies which have requested
authorization to provide local exchange servicthenCompany's service areas has increased sub#taintirecent years, especially in the
Company's Verizon markets acquired in 2000, aiglanticipated that similar action may be takerothers in the future.

In addition to facing direct competition from CLEQKECS increasingly face competition from alteemabmmunication systems constructed
by long distance carriers, large customers orratére access vendors. These systems, which haeengemore prevalent as a result of the
1996 Act, are capable of originating or terminatiiadjs without use of the ILECs' networks. Custosmaay also use wireless or Internet ve
service to bypass ILECs' switching services. Initamit technological and regulatory developmentgehiacreased the feasibility of compet
services offered by cable television companiesgisd\of whom are pursuing these opportunities. Oplo¢ential sources of competition
include noncarrier systems that are capable ofdsipg ILECs' local networks, either partially ongaetely, through substitution of special
access for switched access or through concentratitlecommunications traffic on a few of the ILE@ccess lines. The Company
anticipates that all these trends will continue kadl to increased competition with the Compang€&.

Historically, wireless telephone services have demgnted traditional LEC services. However, exgtimd emerging wireless technologies
increasingly compete with LEC services. The Compamtjcipates this trend will continue, particulaiflyvireless service rates continue to
decline. Technological and regulatory developméent®llular telephone, personal communicationsisesy digital microwave, coaxial cable,
fiber optics, local multipoint distribution serve@and other wired and wireless technologies areaggd to further permit the development of
alternatives to traditional landline services. fwther information on certain of these developreeaée "Wireless Operations - Regulation
and Competition."

Historically, ILECs earned all or substantially aflthe toll revenues associated with intra-LATAdpdistance calls. Principally as a result of
recent state regulatory changes, companies offedngpeting toll services have emerged in the Coryipdocal exchange markets.

To the extent that the telephone industry increggiexperiences competition, the size and resowteach respective competitor may
increasingly influence its prospects. Many compgsuigrrently providing or planning to provide comifie¢ communication services have
substantially greater financial and marketing reses than the Company, and several are not subjéfte same regulatory constraints as the
Company.

The Company anticipates that the traditional op@natof LECs will continue to be impacted by contid technological developments as \



as legislative and regulatory initiatives affectthg ability of LECs to provide new services anel tlapability of long distance companies,
CLECs, wireless companies, cable television congsaand others to provide competitive LEC servi€esnpetition relating to services
traditionally provided solely by LECs has thus dffiected large urban areas to a greater extentrtirah suburban and small urban areas such
as those in which the Company operates. The Comipéenyds to actively monitor these developmentshserve the effect of emerging
competitive trends in initial competitive marketslao continue to evaluate new business opporasiitiat may arise out of future
technological, legislative and regulatory developtae

The Company anticipates that regulatory changesamngbetitive pressures may result in future revaedections in its telephone operatic
However, the Company anticipates that such redugtioay be minimized by increases in revenues atéiibe to the continued demand for
enhanced services and new product offerings. WhdeCompany expects its telephone revenues tontanto grow, its internal telephone
revenue growth rate has slowed in recent yearsraydcontinue to slow during upcoming periods.

WIRELESS OPERATIONS

At December 31, 2001, the Company had access tdppately 9.8 million cellular pops, of which 65#gre applicable to MSAs and 35%
were RSA pops. According to data derived from mi#gd sources, the Company is the eighth largdstaretelephone company in the Uni
States based on the Company's 9.8 million pops.

Cellular Industry

The cellular telephone industry has been in exigdar over 17 years in the United States. Thestigithas grown significantly during this
period and cellular service is now available instahtially all areas of the United States. Accagdimthe Cellular Telecommunications
Industry Association, at June 30, 2001 there wstienated to be over 118 million wireless custonzen®ss the United States.

Initially, all radio transmissions of cellular sgsts were conducted on an analog basis. Technolatgealopments involving the application
of digital radio technology offer certain advantageer analog technologies, including expandingcdpacity of mobile communications
systems, improving voice clarity, permitting théraduction of new services, and making such systam® secure. Digital service is now
available in 100% of the Company's MSA markets approximately 65% of its RSA markets. Approximat88f6 of the Company's cellular
customers currently subscribe to digital serviéesdiscussed further below, several large wiretessers have taken initial steps to develop
"next generation" technologies capable of providnyanced digital wireless services. For additiamfarmation, see "-Regulation and
Competition-Developments Affecting Wireless Comipet."

Construction and Maintenance

The construction and maintenance of cellular systisngapital intensive. Although the Company's M8 RSA systems have been
operational for many years, the Company has coadiria add cell sites to increase coverage, praadiditional capacity, and improve the
quality of these systems. In 2001 the Company cetaegdlconstruction of 72 cell sites in its majotyned markets. At December 31, 2001,
the Company operated 739 cell sites in its majarityned markets.

Over the past several years the Company has ughradst of its wireless systems to be capable ofigiog digital service under the Time
Division Multiple Access ("TDMA") standard, whick bne of the four primary digital cellular standaodirrently used worldwide. The
Company intends to continue installing digital vtcansmission facilities in other markets in 208@e "-Regulation and Competition-
Developments Affecting Wireless Competition." Cap#@xpenditures related to majority-owned and deeraireless systems totaled
approximately $71.2 million in 2001. Such capitgbenditures for 2002 are anticipated to be apprakéhy $65 million.

Strategy

The Company's business development strategy fanliedess operations is to secure operating coofrekrvice areas that are geographically
clustered. Clustered systems aid the Company'satiagkefforts and provide various operating andiseradvantages. Approximately 47%
the Company's customers are in a single, contigalusser of eight MSAs and nine RSAs in Michiganother 25% are in a cluster of five
MSAs and seven RSAs in northern and central Lonigiaouthern Arkansas and eastern Texas. See Cdingany's Cellular Interests.”

The Company has also traditionally targeted roamsemyice revenues, which are derived from callseriadne of the Company's service
areas by customers of other cellular carriers fother service areas. In exchange for providing ingreervice to customers of other carriers,
the Company has traditionally charged premium ratesost of these other carriers, who then fredugratss on some or all of these premi
rates to their own customers. The Company's Mighigauisiana and Mississippi cellular propertiesyide service to various interstate
highway corridors. As indicated elsewhere in Itelvend 7 of this Report, the Company has increagirggleived pressure from other cellular
operators to reduce substantially its roaming r&eg "-Services, Customers and System Usage."

Marketing

The Company markets its wireless services throeghrsl distribution channels, including its direates force, retail outlets owned by the
Company and independent agents. All sales emplaeesertain independent agents solicit customenisigvely for the Company.
Company sales employees are compensated by sathgoenmission and independent sales agents aregaichissions. The Compa



advertises its services through various meangjdmay direct mail, billboard, magazine, radio, t&$&n and newspaper advertisements.

The sales and marketing costs of obtaining newcsildess include advertising and a direct expengdicgble to most new subscribers, either
in the form of a commission payment to an agerincentive payment to a direct sales employeadtfition, the Company discounts the
cost of cellular telephone equipment sold to itstemers, and periodically runs promotions whichweaiertain fees or provide some amount
of free service to new subscribers. The averageat@quiring each new customer ($276 in 2001)aiesone of the larger expenses in
conducting the Company's wireless operations. daneyears, the Company has sought to lower tlisage cost by focusing more on its
direct distribution channels. The Company opengfirist retail outlet in 1994, and currently opesai30 such outlets. During 2001,
approximately 54% of new cellular customers werngeaidthrough direct distribution channels, up frorf3during 1996.

Because most of the Company's cellular markettoasted in rural, suburban or small urban areasCibmpany believes that many of its
customers typically require only local or regiosatvices. The Company lacks the facilities andonati brand name necessary to compete
effectively for business customers requiring natime services, and the Company does not targeg ttiestomers in its marketing campaigns.
See "- Regulation and Competition."

Services, Customers and System Usage

There are a number of different types of celludephones, all of which are currently compatibléhveellular systems nationwide. The
Company offers a full range of vehicle-mountednsortable, and portable cellular telephones. Témg@any typically purchases cellular
phones in bulk, and typically resells them at & lmsmeet competition or to stimulate sales by ceduthe cost of becoming a cellular
customer.

The Company charges its subscribers for access systems, for minutes of use and for enhancedcest such as voice mail. A subscriber
may purchase certain of these services separatetyap purchase rate plans which bundle these ssruicdifferent ways and are designed to
fit different customer requirements. While the Camy historically has typically charged its custosnegparately for custom-calling features,
air time in excess of the packaged amount, andadii, it currently offers plans which include tiggs such as unlimited toll calls and
unlimited nights and weekend calling in certairlinglareas. Custom-calling features provided byGbenpany include call-forwarding, call-
waiting, caller ID, three-way calling and no-answansfer. The Company also offers voice messagécsan certain markets and short text
messaging in markets with digital service.

Cellular customers come from a wide range of octtaps and typically include a large proportion nflividuals who work outside of their
office. In recent years, the individual consumerkethas generated a majority of new customer &gt The Company's average monthly
revenue (excluding equipment sales) per custon@ingel to $46 in 2001 from $49 in 2000 and $539899. Such average revenue per
customer is expected to further decline (i) as catitipe pressures (including those causing furtkductions in service rates) from current
and future wireless communications providers infgrand

(i) as the Company continues to receive presgore bther cellular operators to reduce roamingstedee "-Regulation and Competition."

The Company has entered into "roaming agreemeatginwide with operators of other cellular systdiret permit each company's
respective customers to place or receive callddmitsf their home market area. The charge to a@ampany customer for this service has
traditionally been at premium rates, and is bilbydhe Company to the customer's service provigdiich then bills the customer. In most
instances, based on competitive factors and fimhaonsiderations, the Company charges an amouitst ¢astomers that is equal to or lower
than the amount actually charged by the cellulatieraproviding the roaming service. Within the pesw years, several large nationwide
cellular providers have introduced rate plans dfigr roaming coverage (provided through otherieas) at the same rate as service withir
customer's home market area. To defray the cdbiest plans, these providers have exerted suladtpréssure on other cellular providers,
including the Company, to reduce their roaming f@é& Company anticipates that competitive facémrs industry consolidation will
continue to place further pressure on charging prermoaming rates. For additional information oamong revenue, see "-Strategy."

Churn rate (the average percentage of cellulaomests that terminate service each month) is arsinglwide concern. A significant portion
of the churn in the Company's markets is due ta@Qbpany disconnecting service to cellular custeni@r nonpayment of their bills. In
addition, the Company faces substantial competftiom other wireless providers, including PCS pders. The Company's average monthly
churn rate, excluding prepaid customers, in itsoniig-owned and operated markets was 2.33% in 200@111.95% in 2000. The Company is
attempting to lower its churn rate by increasirsgpitoactive customer service efforts and implenngrdidditional customer retention
programs.

Except for 2001, the Company's cellular subsidéahiave traditionally experienced strong subscmewth in the fourth quarter, primarily
due to holiday season sal



The following table summarizes, among other thirgstain information about the Company's custoraatcsmarket penetration:

Year ended or at December 31,

2001 2000 1999
Majority-owned and operated MSA and RSA systems (No te 1):
Cellular systems operated 41 41 42
Cell sites 739 743 7 11
Population of systems operated (Note 2) 8,435,303 8,219,411 8,267,1 40
Customers (Note 3):
At beginning of period 751,200 707,486 624,2 90
Gross units added internally 316,353 339,247 240,0 84
Disconnects 270,213 284,880 146,3 25
Net units added internally 46,140 54,367 93,7 59
Effect of property dispositions - (10,653) (10,5 63)
At end of period 797,340 751,200 707,4 86
Market penetration at end of period (Note 4) 9.5% 9.1 8 .6
Churn rate (Note 5) 2.33% 1.95 2. 02
Average monthly revenue per customer
(excluding equipment sales) $ 46 49 53
Construction expenditures (in thousands) $ 71,212 58,468 58,7 60

For additional information, see "- The Company's&Miss Interests."

Notes:

1. Represents the number of systems in which tmep@ay owned at least a 50% interest. The revemebexpenses of these markets, all of
which are operated by the Company, are includéddrCompany's consolidated operating revenues paichting expenses.

2. Based on independent third-party populationrestes for each respective year.

3. Represents the approximate number of revenuergtmg cellular telephones served by the cellsyatems referred to in note 1.

4. Computed by dividing the number of customethatend of the period by the total population aftegns referred to in note 1.

5. Represents the average percentage of custoaxehsding prepaid customers, that were disconngméednonth.

The Company's Wireless Interests

Cellular interests. The Company obtained the riglgrovide cellular service through (i) the FC@sihsing process described below, under
which it received interests in wireline licensesd &ii) its acquisition program, under which it teexjuired interests in both wireline and non-
wireline licenses. The table below sets forth ¢eritaformation with respect to the interests inlal@r systems that the Company owned as of

December 31, 200:



The

2001 Company's
population Oown ership pops at
(Note 1) perc entage 12/31/01

Majority-owned and operated MSAs

Pine Bluff, AR 84,238 100 .00% 84,238
Texarkana, AR/TX 144,094 89 .00 128,244
Alexandria, LA 146,435 100 .00 146,435
Monroe, LA 147,664 87 .00 128,468
Shreveport, LA 393,621 87 .00 342,450
Battle Creek, Ml 195,425 97 .00 189,562
Benton Harbor, Ml 162,564 97 .00 157,687
Grand Rapids, Ml 821,985 97 .00 797,325
Jackson, Ml 159,831 97 .00 155,036
Kalamazoo, Ml 317,578 97 .00 308,051
Lansing-E. Lansing, Ml 510,828 97 .00 495,503
Muskegon, Ml 198,258 97 .00 192,310
Saginaw-Bay City-

Midland, Ml 403,446 91 .70 369,960
Biloxi-Gulfport, MS (Note 4) 249,177 96 .45 240,334
Jackson, MS (Note 4) 444,847 90 .22 401,333
Pascagoula, MS (Note 4) 132,646 89 .20 118,324
Appleton-Oshkosh-

Neenah, WI 525,133 98 .85 519,082
Eau Claire, WI 149,160 55 .50 82,784
LaCrosse, WI 107,813 95 .00 102,422

5,294,743 4,959,548

Minority-owned MSAs (Note 2)

Little Rock, AR 589,276 36 .00% 212,139
Lafayette, LA 274,869 49 .00 134,686
Detroit, Ml 4,797,951 3 .20 153,438
Flint, MI 508,544 3 .20 16,263
Rochester, MN 125,624 2 .81 3,530
Austin, TX 1,188,290 35 .00 415,902
Dallas-Ft. Worth, TX 5,209,993 0 .50 26,050
Sherman-Denison, TX 111,766 0 .50 559
Madison, WI 743,317 9 .78 72,689
Milwaukee, WI 2,046,433 17 .96 367,601
15,596,063 1,402,857

Total MSAs 20,890,806 6,362,405



The

2001 Company's
population  Owner ship pops at
(Note 1)  perce ntage 12/31/01
Operated RSAs
Arkansas 2 92,157 82 .00 75,569
Arkansas 3 106,308 82 .00 87,173
Arkansas 11 67,763 89 .00 60,309
Arkansas 12 189,169 80 .00 151,335
Louisiana 1 113,463 87 .00 98,713
Louisiana 2 115,297 87 .00 100,308
Louisiana 3 B2 97,933 87 .00 85,202
Louisiana 4 73,009 100 .00 73,009
Michigan 1 203,027 100 .00 203,027
Michigan 2 115,455 100 .00 115,455
Michigan 3 177,294 48 .63 86,217
Michigan 4 142,573 100 .00 142,573
Michigan 5 171,415 48 .63 83,358
Michigan 6 150,589 98 .00 147,577
Michigan 7 258,248 56 .07 144,801
Michigan 8 106,803 97 .00 103,599
Michigan 9 306,229 43 .38 132,842
Mississippi 2 (Note 3) 260,887 100 .00 260,887
Mississippi 5 (Note 3) 160,771 100 .00 160,771
Mississippi 6 (Note 3) 189,816 100 .00 189,816
Mississippi 7 (Note 3) 189,640 100 .00 189,640
Texas 7 B6 57,827 89 .00 51,466
Wisconsin 1 119,161 42 .21 50,295
Wisconsin 2 86,462 99 .00 85,597
Wisconsin 6 121,350 57 .14 69,343
Wisconsin 7 297,526 22 .70 67,544
Wisconsin 8 242,013 84 .00 203,291
4,212,185 3,219,717
The
2001 Company's
population  Owner ship pops at
(Note 1)  perce ntage 12/31/01

Non-operated RSAs (Note 2)

lowa 6 158,681 2 .81 4,459
lowa 13 66,055 2 .81 1,856
lowa 14 105,808 2 .81 2,973
lowa 15 84,042 2 .81 2,362
lowa 16 103,444 2 .81 2,907
Michigan 10 139,533 26 00 36,279
Minnesota 7 174,808 2 81 4,912
Minnesota 8 67,698 2 81 1,902
Minnesota 9 133,478 2 81 3,751
Minnesota 10 241,116 2 81 6,775
Minnesota 11 213,810 2 81 6,008
Washington 5 65,020 8 47 5,508
Washington 8 139,467 7 36 10,259
Wisconsin 3 144,095 42 86 61,755
Wisconsin 4 125,177 25 00 31,294
Wisconsin 5 98,314 2 81 2,763
Wisconsin 10 131,491 22 50 29,586
2,192,037 215,349

Total RSAs 6,404,222 3,435,066
27,295,028 9,797,471

Notes:

1. Based on 2001 independent third-party populagiimates.
2. Markets not operated by the Company.
3. Represents a non-wireline interest. See "Regualand Competition - Cellular licensing and regiola.”

Competitors. The number of competitors in eacthef@ompany's operated MSA and RSA markets range dree to eight. Such competitc



include, but are not limited to, Cingular, AT&T, Keon, Centennial, Sprint, Nextel, Voicestream &hdb. Cellular.

Other wireless interests. The Company owned at@bee 31, 2001 (i) licenses to provide personal comoations services ("PCS")
representing approximately 3.0 million pops angd36 local multi-point distribution system ("LMDSIiEenses representing approximately
12.6 million pops. The Company intends to use déigroof its LMDS licenses in connection with itssneompetitive local exchange business
described below under "Other Operations.” The Campacurrently evaluating its options with respecthe remainder of these licenses,
some of which will lapse if not used by the Compagycertain specified date



Operations

A substantial number of the cellular systems in MSferated by the Company are owned by limitechpeships in which the Company is a
general partner ("MSA Partnerships"). Most of thpagnerships are governed by partnership agresmeétit similar terms, including, amo
other things, customary provisions concerning edpgibntributions, sharing of profits and lossegl dissolution and termination of the
partnership. Most of these partnership agreemessiscomplete operational control of the partnerstith the general partner. The general
partner typically has the power to manage, supemigl conduct the affairs of the partnership, nadkeecisions appropriate in connection
with the business purposes of the partnershipjraoud obligations and execute agreements on beh#tie partnership. The general partner
also may make decisions regarding the time and ataficash contributions and distributions, andrtature, timing and extent of
construction, without the consent of the othermpant. The Company owns more than 50% of all oMIS& Partnerships that it operates.

A substantial number of the cellular systems in R®perated by the Company are also owned by linoitegeneral partnerships in which the
Company is either the general or managing parther'RSA Partnerships"). These partnerships aremed by partnership agreements with
varying terms and provisions. In many of thesermmaghips, the noncontrolling partners have thet tiglvote on major issues such as the
annual budget and system design. In a few of thadgeerships, the Company's management positifam & limited term (similar to a
management contract) and the other partners ipattaership have the right to change managers,avittithout cause. The Company owns
less than 50% of some of the RSA Partnershipgttbaerates.

The partnership agreements for both the MSA Pasirigs and RSA Partnerships generally contain pianssgranting all partners a right of
first refusal in the event a partner desires todier a partnership interest. This restrictionramsfer can under certain circumstances make
these partnership interests more difficult to sek third party.

Revenue

The following table reflects the major revenue gatees for the Company's wireless operations areeptage of wireless operating revenues
in 2001, 2000 and 1999. Virtually all of these nmewes were derived from cellular operatic



2001 2000 1999

Access fees and toll revenues 76.9% 74.2 72.2

Roaming 20.6 22.5 25.2

Equipment sales 2.5 3.3 2.6
100.0% 100.0 100.0

For further information on these revenue categpses "-Services, Customers and System Usage."
Regulation and Competition

As discussed below, the FCC and various state @ublity commissions regulate, among other thirts,licensing, construction, operation,
safety, interconnection arrangements, sale andsitiqo of cellular telephone systems.

Competition between providers of wireless commuioos services in each market is conducted pritlgipa the basis of price, services and
enhancements offered, the technical quality an@m@me of the system, and the quality and respomssgeof customer service. As discussed
below, competition has intensified in recent yaara substantial number of the Company's markatsleapplicable law, the Company is
required to permit the reselling of its servicescértain larger markets and in certain market gggs) competition from resellers may be
significant. There is also substantial competifimnsales agents. Certain of the Company's congpgtitave substantially greater assets and
resources than the Company.

Cellular licensing and regulation. The term "MSA&ams a Metropolitan Statistical Area for which B@&C has granted a cellular operating
license. The term "RSA" means a Rural Service Aoeavhich the FCC has granted a cellular operdimense. During the 1980's and early
1990's, the FCC awarded two 10-year licenses taigeaellular service in each MSA and RSA markeitidlly, one license was reserved for
companies offering local telephone service in tlak®t (the wireline carrier) and one license wadlable for firms unaffiliated with the

local telephone company (the non-wireline carrigipce mid-1986, the FCC has permitted telephongpemies or their affiliates to acquire
control of nonwireline licenses in markets in which they do nolchinterests in the wireline license. The FCC isaged a decision that gra

a renewal expectancy during the license renewaén incumbent licensees that substantially cgmagth the terms and conditions of their
cellular authorizations and the FCC's regulatidie licenses for the MSA markets operated by the@my were initially granted between
1984 and 1987, and licenses for operated RSAs witiadly granted between 1989 and 1991. Thustfee,Company has received 10-year
extensions of all of its licenses that have beceuigect to renewal since their original grant dates

The completion of an acquisition involving the & of control of a cellular system requires pR@C approval and, in certain cases, rec
of other federal and state regulatory approvale dtqguisition of a minority interest generally does require FCC approval. Whenever FCC
approval is required, any interested party maydifgetition to dismiss or deny the applicationdpproval of the proposed transfer.

In recent years, the FCC has also taken step} rieqfiire certain cellular towers and antennaotopy with radio frequency radiation
guidelines, (ii) require cellular carriers to wawiith public safety or law enforcement officialsgmcess 911 calls and conduct electronic
surveillance,

(iii) enable cellular subscribers to retain, subjeccertain limitations, their existing telephomembers when they change service providers
and (iv) implement portions of the 1996 Act. Thasgatives have increased the cost of providintutar services.

In addition to regulation of these and other mattsrthe FCC, cellular systems are subject to iceRederal Aviation Administration tower
height regulations concerning the siting and cacsion of cellular transmitter towers and antennas.

Cellular operators are also subject to state acal lkegulation in some instances. Although the F@€ pre-empted the states from exercising
jurisdiction in the areas of licensing, technidalnglards and market structure, certain statesneqellular operators to be certified.

addition, some state authorities regulate certsreets of a cellular operator's business, includartpin aspects of pricing, the resale of long
distance service to its customers, the technicahgements and charges for interconnection withate wireline network, and the transfel
interests in cellular systems. The siting and aoicsibn of the cellular facilities may also be sedijto state or local zoning, land use and other
local regulations, as well as the increasing pd#gilof local community opposition to new towers.

Media and other reports have from time to time sstgd that radio frequency emissions from wirelesglsets and base stations can cause
various health problems, and may interefere wigittebnic medical devices. These concerns receivaéased scrutiny following (i) the June
2000 announcement that the U.S. Food and Drug Adtration had agreed to oversee a $1 million ingufstnded long-term study of

handset emissions and had recommended that useasddets limit the length of their calls pendiognpletion of the study and (ii) the July
2000 adoption of a policy by the leading industade group requiring handset manufacturers to@soemission levels. Although some
preliminary research has been undertaken regatdengffects of handset emissions, no clear corariusas emerged to date. No assurance
can be given that future research and studieswiltemonstrate a link between the radio frequemaigsions of wireless handset and base
stations and health problems. If such a link is destrated, the Company cannot provide assuranaegaliernment authorities will not
increase regulation of wireless handsets and liaserss or that wireless companies will not be Heldle for cost or damages associated with
these concerns. Moreover, these concerns couldiaiBteeduce demand for wireless services, inaigdhose offered by the Compal



The state of New York and several other local comities nationwide have enacted laws restrictingrohibiting the use of wireless phones
while driving motor vehicles, and it is likely thatore state and local jurisdictions will adopt danlaws. In addition, some studies have
indicated that using wireless phones while drivimgy impair drivers' attention. Laws prohibitingrestricting the use of wireless phones
while driving could reduce subscriber usage. Additlly, concerns over the use of wireless phonekewhiving could lead to potential
litigation against wireless carriers.

Developments affecting wireless competition. Coritioet in the wireless communications industry haséased substantially in recent years
due to continued and rapid advances in technolthgyemergence of several nationwide service prosided legislative and regulatory
changes.

Several FCC initiatives over the past decade heselted in the allocation of additional radio speet or the issuance of licenses for
emerging mobile communications technologies thatcampetitive with the Company's cellular and thtepe operations, including PCS.
Although there is no universally recognized deiamitof PCS, the term is generally used to refewviteless services to be provided by
licensees operating in the 1850 MHz to 1990 MHza&dquency band using microcells and high-capatigital technology. In 1996 and
early 1997 the FCC auctioned up to six PCS licepsesarket. Two 30MHz frequency blocks were awdifie each of the 51 Rand
McNally Major Trading Areas ("MTAs"), while one 30t and three 10MHz frequency blocks were awarde@dgh of the 493 Rand
McNally Basic Trading Areas ("BTAs"). Additional fure auctions of radio spectrum will further intédpgompetition.

PCS technology permits PCS operators to offer es®loice, data, image and multimedia serviceslargest PCS providers commenced
initial operations in late 1996 and since then heaygressively expanded their operations. Thesdqem/have initially focused on larger
markets, and have generally marketed PCS as baiampetitive service to cellular. Many of these pamies have aggressively competec
customers on the basis of price, which has placedhdard pressure on cellular prices. There isadtlene PCS competitor in each of the
Company's operated MSAs and some of its operaté&$RS

In addition to PCS, current and prospective usecelular systems may find their communication desatisfied by other current and
developing technologies. Several years ago the &@lorized the licensees of certain specializedilmofdio service ("SMR") systems
(which historically have generally been used bydalys and tow truck operators) to configure thgatems into digital networks that operate
in a manner similar to cellular systems. Such systare commonly referred to as enhanced speciatipdile radio service ("ESMR")
systems. FCC regulations allow up to two ESMR easrper market. The Company believes that ESMResyshare operating in a few of its
cellular markets. One well-established ESMR prowlties constructed a nationwide digital mobile comitations system to compete with
cellular systems. Other similar communication ssggithat have the technical capability to handteless telephone calls may provide
competition in certain markets, although theseisesvcurrently lack the subscriber capacity ofudall systems. Paging or beeper services
feature text message and data display as welhas tmay be adequate for potential subscribers whwtineed to converse directly with the
caller. Mobile satellite systems, in which transsioss are between mobile units and satellites, uitapately be successful in obtaining
market share from cellular systems that communidiméetly to landbased stations. Other future technological advaacesgulatory changt
(including additional spectrum auctions) may resulither alternatives to cellular service, theretsating additional sources of competition.

Several large wireless carriers have recently takenor more of the following steps that could istghe Company's competitive position:

o First, several large wireless carriers have ntergigh other companies or formed marketing allianeejoint ventures in order to enhance
their ability to provide nationwide cellular or PG8rvice under a single brand name. Although thmgamy believes that many of the
customers in its smaller markets require only lazakgional services, the Company believes iteless operations have been negatively
impacted by these competitors marketing their matide services in the Company's markets.

0 Second, several large wireless carriers haventsieps to provide wireless data, short messagidgther enhanced "next generation”
digital wireless services. In connection therewstbveral large domestic carriers that currentlytheeTDMA standard have either announced
their intention to abandon the TDMA standard oréhbegun to overlay their TDMA systems with addidbnetwork elements permitting
packet data transmissions. The Company is evatyativether the opportunity to derive additional maves from these enhanced services
justify the capital costs necessary to providedhssvices. If the Company elects to continue tothise TDMA standard or to foreg
implementation of "next generation" technology ervices, there can be no assurance that the Conwalitpe able to receive support from
vendors or to compete effectively against compangsg different technologies or offering more $egs.

Although it is uncertain how competing services anterging "next generation" technologies will ukitely affect the Company, the
Company anticipates that it will continue to fanereased competition in its wireless markets.

In August 2001, the Company announced that it daging the separation of its wireless businesmfits other operations and has been in
discussions with a number of parties who have esga@ interest in these operatic



OTHER OPERATIONS

The Company provides long distance, Internet accesspetitive local exchange services, broadbata, dacurity monitoring, and other
communications and business information serviceeitain local and regional markets. The resulthe$e operations, which accounted for
8.2% and 4.0%, respectively, of the Company's dateted revenues and operating income during 286 reflected for financial reporting
purposes in the "Other operations” section.

Long distance. In 1996 the Company began markéimg distance service in all of its equal accekepteone operating areas. At December
31, 2001, the Company provided long distance sesvic approximately 465,000 customers. ApproximatéPo of the Company's long
distance revenues are derived from service providedsidential customers. Although the Company oamd operates switches in LaCrosse,
Wisconsin, Shreveport, Louisiana and Grand Rapiishigan which are utilized to provide long distargervices, it anticipates that most of
its future long distance service revenues will bevigled by reselling service purchased from otheilities-based long distance providers.
Company intends to continue to expand its longadist business, principally through reselling aremmgnts.

Internet access. The Company began offering tcaditiinternet access services to its telephon@mess in 1995. In late 1999, the Company
began offering in select markets digital subscrimer ("DSL") Internet access services, a high-siggremium-priced data service. At
December 31, 2001, the Company provided Internegszcservices to a total of approximately 144,8@@aners, 121,500 of which receive
traditional dial-up Internet service in select netskin 16 states (which markets represent 87%eoéticess lines served by the Company's
LECs), and 23,300 of which receive retail DSL segiin markets that cover approximately 61% ofatteess lines served by the Company's
LECs.

Competitive local exchange services. In late 2008 Company began offering competitive local exdeatelephone services, coupled with
long distance, wireless, Internet access and @berpany services, to small to medium-sized busesgssMonroe and Shreveport,
Louisiana. In late 2001, the Company began offesingjlar services in Grand Rapids and Lansing, idiah. On February 28, 2002, the
Company purchased the fiber network and custonsr bABKMC Telecom's operations in Monroe and Shyexte Louisiana, which will
allow the Company to offer broadband services &iamers in these markets.

Broadband data. In connection with its long-ranig@pto sell capacity to other carriers in or restain of its select markets, the Company
began providing service in the second quarter 6fl20 customers over a recently constructed 70@-fitier optic ring connecting several
communities in southern and central Michigan.

Security monitoring. The Company offers 24-hourdbarry and fire monitoring services to approximatél950 customers in select markets in
Louisiana, Arkansas, Mississippi, Texas and Ohio.

Other. The Company also provides audiotext seryjmésting, database management and direct maileey; and cable television services.
The Company is also in the process of developing@grated billing and customer care system whithenable the Company to offer
customers value packaging and produce a singléobithultiple services such as local telephoneelgss, Internet access and long distance.
From time to time the Company also makes investsiendther domestic or foreign communications conigs

Certain service subsidiaries of the Company proiwid&allation and maintenance services, materiadssaipplies, and managerial, technical,
accounting and administrative services to the tedep and wireless operating subsidiaries. In amdithe Company provides and bills
management services to subsidiaries and in certstances makes interest-bearing advances to gnesmstruction of plant, purchases of
equipment or acquisitions of other businesses. & trassactions are recorded by the Company's itegul@lephone subsidiaries at their cost
to the extent permitted by regulatory authoritlesercompany profit on transactions with regulaaéiliates is limited to a reasonable return
on investment and has not been eliminated in cdinmewith consolidating the results of operatiofi€enturyTel and its subsidiaries. Such
intercompany profit is reflected in operating inamm "Other operations".

FORWARD-LOOKING STATEMENTS

This report on Form 10-K and other documents filgdhe Company under the federal securities lawisidte, and future oral or written
statements or press releases of the Company amditagement may include, certain forward-lookirgeshents, including without limitation
statements with respect to the Company's antidfatere operating and financial performance (idahg the impact of pending acquisitior
financial position and liquidity, growth opportuieis and growth rates, business prospects, regulata competitive outlook, investment and
expenditure plans, investment results, financingoofunities and sources (including the impact wéficings on the Company's financial
position, financial performance or credit ratinggjcing plans, strategic alternatives, businesegies, and other similar statements of
expectations or objectives that are highlightedvbyds such as "expects,” "anticipates,” "intentjgldns," "believes," "projects," "seeks,"
"estimates," "hopes," "should,” and "may," and atwoins thereof and similar expressions. Such faiv@aoking statements are inherently
speculative and are based upon several assumptioasrning future events, many of which are outsidhe Company's control. The
Company's forward-looking statements, and the apsans upon which such statements are based, hjecsto uncertainties that could
cause the Company's actual results to differ madhgfrom such statements. These uncertaintiesidecbut are not limited to those set forth
below:

o the Company's ability to timely consummate itagheg acquisitions and effectively manage its ghgurcluding without limitation the
Company's ability to (i) obtain financing and regfoky approvals of its pending acquisitions on aoceptable to the Company, (i) integ
newly-acquired operations into the Company's operati@insattract and retain technological, manageaiatl other key personnel to work



the Company's Monroe, Louisiana headquarters aomapoffices, (iv) achieve projected economiesadle and cost savings, (v) achieve
projected growth and revenue targets developeddnagement in valuing newly-acquired businessesufpgrade its billing and other
information systems and (vii) otherwise monitorafserations, costs, regulatory compliance, andeiuality and maintain other necessary
internal controls.

o the result of the Company's efforts to sepatateireless operations from its other operations.

o the risks inherent in rapid technological changeluding without limitation (i) the lack of assance that the Company's ongoing wireless
network improvements will be sufficient to meetexceed the capabilities and quality of competingvoeks, (ii) technological developments
that could make the Company's analog and digitedless networks uncompetitive or obsolete, sudhasisk that the TDMA digital
technology used by the Company will be uncompetitisith existing or future "next generation" techogies, and (iii) the risk that
technologies will not be developed or embracedhiey@ompany on a timely or cost-effective basisesfqym according to expectations.

o the effects of ongoing changes in the regulaticthe communications industry, including withomitation (i) changes as a result of the
1996 Act and other similar federal and state lagjish and federal and state regulations enacteduhder, (ii) greater than anticipated
interconnection requests or competition in the Canyts predominately rural local exchange telephnagkets resulting therefrom, (iii)
greater than anticipated reductions in revenuesived from the Universal Service Fund or other entrior future federal and state support
funds designed to compensate LECs that providecssrin high-cost markets, (iv) the final outconfieegulatory and judicial proceedings
with respect to interconnection agreements, (\Wreujudicial or regulatory actions taken in respotsthe 1996 Act and (vi) future legislation
or regulations addressing potential concerns atzaliv frequency emissions from wireless handsedsbase stations, or the potential hazards
of using wireless phones while driving motor vebscl

o the effects of greater than anticipated competitincluding (i) competition from competitive ldexchange companies or wireless carriers
in the Company's local exchange markets and @i)rhbility of the Company's wireless operationsdmpete against larger nationwide
wireless carriers on the basis of price, serviaerage area, or product offerings, or due to dihetors, including technological obsolescence
or the lack of marketing or other resources.

o possible changes in the demand for the Companytkicts and services, including without limitati@nlower than anticipated demand for
traditional or premium telephone services or fadidnal access lines per household, (ii) lowenthaticipated demand for wireless telepf
services, whether caused by changes in economditems, technology, competition, health concernstberwise, (iii) lower than anticipat
demand for the Company's DSL Internet access ss\MeLEC services or broadband services and (ijaed demand for the Company's
access or billing and collection services.

o the Company's ability to successfully introduegvrofferings on a timely and cost-effective basisluding without limitation the
Company's ability to (i) expand successfully itsgaistance and Internet offerings to new marketdyding those to be acquired in
connection with future acquisitions), (ii) offerrlied service packages on terms attractive taiggoeners and (iii) successfully initiate
competitive local exchange and data services itaitgeted markets.

o regulatory limits on the Company's ability to Bba its prices for telephone services in respomsemnpetitive pressures.

o any difficulties in the Company's ability to explthrough attractively priced acquisitions, whetbe&used by financing constraints, a
decrease in the pool of attractive target compaoniesompetition for acquisitions from other intsted buyers.

o the possibility of the need to make abrupt anémttally disruptive changes in the Company's bessrstrategies due to changes in
competition, regulation, technology, product acaape or other factors.

o higher than anticipated wireless operating cdsesto churn or to fraudulent uses of the Compamstaorks, or lower than anticipated
wireless revenues due to reduced roaming fees.

o the lack of assurance that the Company can cengffetctively against better-capitalized competitor
o the future applicability of SFAS 71 to the Comyarnelephone subsidiaries.

o the effects of more general factors, includinthait limitation:

+ changes in general industry and market conditémusgrowth rates

+ changes in interest rates or other general redtioegional or local economic conditions

+ changes in legislation, regulation or public ppliincluding changes in federal rural financinggmams

+ unanticipated increases in capital, operatingdmninistrative costs, or the impact of new busirggsortunities requiring significant upent
investments



+ the continued availability of financing in amosinand on terms and conditions, necessary to sup@Company's operations

+ changes in the Company's relationships with ves)dw the failure of these vendors to provide cefitive products on a timely basis
+ changes in the Company's senior debt ratings

+ unfavorable outcomes of regulatory or legal peatiegs, including rate proceedings and environngmteeedings

+ losses or unfavorable returns on the Company&siments in other communications companies

+ delays in the construction of the Company's neta/o

+ changes in accounting policies or practices agtbpbluntarily or as required by generally acceecbunting principles.

For additional information, see the descriptiorttef Company's business included above, as weléas of this report. Due to these
uncertainties, you are cautioned not to place umdii@nce upon the Company's forward-looking statets, which speak only as of the date
made. The Company undertakes no obligation to gpalatevise any of its forward-looking statemewtsany reason.

OTHER MATTERS

The Company has certain obligations based on fedgate and local laws relating to the protectibthe environment. Costs of compliance
through 2001 have not been material and the Compamgntly has no reason to believe that such aaitbecome material.

For additional information concerning the businasd properties of the Company, see notes 2, 2,@&rid 18 of Notes to Consolidated
Financial Statements set forth in Item 8 elsewheirein.



Item 2. Properties.

The Company's properties consist principally ofdlgphone lines, central office equipment, andl land buildings related to telephone
operations, and (ii) switching and cell site equiprelated to cellular telephone operations. AB@fember 31, 2001 and 2000, the
Company's gross property, plant and equipment pifcegimately $6.3 billion and $5.9 billion, respeely, consisted of the following:

December 31,

2001 2000
Telephone operations
Cable and wire 47.7% 47.7
Central office 29.0 28.0
General support 5.4 5.5
Information origination/termination 7 9
Construction in progress 1.0 2.3
Other A 1
83.9 84.5
Wireless operations
Cell site 6.7 6.2
General support 1.7 1.8
Construction in progress .6 9
9.0 8.9
Other 7.1 6.6
100.0% 100.0

"Cable and wire" facilities consist primarily of tied cable and aerial cable, poles, wire, conduit drops. "Central office equipment”
consists primarily of switching equipment, circeguipment and related facilities. "General suppootisists primarily of land, buildings,
tools, furnishings, fixtures, motor vehicles andrkvequipment.”Information origination/terminatioguépment” consists primarily of premise
equipment (private branch exchanges and telephdoresjficial company use. "Cell sites" consistrparily of radio frequency channel
equipment, switching equipment and towers."Con$isadn progress" includes property of the foregpaategories that has not been placed
in service because it is still under construction.

Most of the properties of the Company's telephaisigliaries are subject to mortgages securing¢bé af such companies. The Company
owns substantially all of the central office builgs, local administrative buildings, warehouses, storage facilities used in its telephone
operations. The Company leases most of the oftised in its wireless operations; certain of it$ siéks are leased while most are owned by
the Company. For further information on the locatimd type of the Company's properties, see thaigéens of the Company's telephone
and wireless operations in Iltem



Item 3. Legal Proceedings.

Following the Company's rejection of an acquisitiwaposal publicly disclosed by Alltel Corporati@wlitel”) on August 15, 2001, the
Company, in CenturyTel, Inc. v. Alltel Corporatidited August 17, 2001 in the United States Dist@ourt for the Western District of
Louisiana, brought an action against Alltel, assgrvarious claims under the federal securitiesslawd pendent claims under Louisiana law
and seeking injunctive and other relief. The Conypamd its directors have been named defendantamm&hs v. CenturyTel, Inc., et al., filed
August 20, 2001 in the Fourth Judicial District @p&tate of Louisiana, which asserts breach afdidry duty and related claims and seeks
injunctive relief pertaining to the Company's réjec of Alltel's acquisition proposal, as well asspecified monetary damages. Two other
similar shareholder suits have been either volilptdismissed or stayed and administratively closgte Company believes that these
shareholder suits are without merit.

On March 13, 2002, the Arkansas Court of Appeatsitsd two orders issued by the Arkansas Publi¢ty@ommission ("APUC") in
connection with the Company's acquisition of itk#@sas' LECs from Verizon in July 2000, and remdritie case back to the APUC for
further hearings. The Court took these actiong#ponse to challenges to the rates the Companghaged other LECs for intrastate
switched access service. The Company intends te fuma rehearing of the Court's decision, andiisently evaluating the legal and
financial implications of the Court's decision.

From time to time, the Company is involved in otliggation incidental to its business, includindnainistrative hearings of state public util
commissions relating primarily to rate making, aat relating to employee claims, occasional griegdrearings before labor regulatory
agencies and miscellaneous third party tort actiGusrently, there are no material legal proceeslioigthis nature.

Item 4. Submission of Matters to a Vote of Securitydolders.
Not applicable
Executive Officers of the Registrant

Information concerning the Company's Executive €ifs, set forth at Item 10 in Part Il hereofrisarporated in Part | of this Report by
reference



PART Il
Item 5. Market for Registrant's Common Equity and Related
Stockholder Matters.

CenturyTel's common stock is listed on the New Y8ttick Exchange and is traded under the symbol The.following table sets forth the
high and low sale prices, along with the quartdilydends, for each of the quarters indicated:

Sale prices
---------------------- Dividend per
High Low common share
2001:
First quarter $ 39.88 2 5.45 .0500
Second quarter $ 30.42 2 6.90 .0500
Third quarter $ 36.50 2 8.30 .0500
Fourth quarter $ 35.79 3 0.25 .0500
2000:
First quarter $ 47.31 3 231 .0475
Second quarter $ 40.38 2 4.44 .0475
Third quarter $ 32.38 2 5.25 .0475
Fourth quarter $ 38.50 2 6.81 .0475

Common stock dividends during 2001 and 2000 weid g@ch quarter. As of February 28, 2002, thereevapproximately 5,300 stockhold:
of record of CenturyTel's common stock.

Item 6. Selected Financial Data.

The following table presents certain selected clisi®d financial data as of and for each of thergeended in the five-year period ended
December 31, 2001

Selected Income Statement Data

Year ended December 31,

2001 2000 1999 1998 199 7
(Dollars, exc ept per share amounts, and shares expressed in thou sands)

Operating revenues

Telephone $ 1,505,73 3 1,253,969 1,126,112 1,077,343 526 428

Wireless 437,96 5 443,569 422,269 407,827 307 7142

Other 173,77 1 148,388 128,288 91,915 67 ,351
Total operating revenues $ 2,117,46 9 1,845,926 1,676,669 1,577,085 901 ,521
Operating income

Telephone $ 423,42 0 376,290 351,559 334,604 177 ,782

Wireless 112,40 1 117,865 133,930 129,124 87 772

Other 22,09 8 31,258 22,580 16,083 2 ,216
Total operating income $ 557,91 9 525,413 508,069 479,811 267 770
Nonrecurring gains and

losses (pre-tax) $ 199,97 1 20,593 62,808 49,859 169 ,640

Net income $ 343,03 1 231,474 239,769 228,757 255 ,978
Basic earnings per share $ 2.4 3 1.65 1.72 1.67 1.89
Diluted earnings per share $ 2.4 1 1.63 1.70 1.64 1.87
Dividends per common share $ .20 0 .190 .180 173 .164

Average basic shares outstanding 140,74 3 140,069 138,848 137,010 134 ,984



Average diluted shares
outstanding 142,30 7 141,864 141,432 140,105 137 412

December 31,

2001 2000 1999 1998 1997

(Dollars in thousands)

Net property, plant and

equipment $ 2,999,563 2,959,293 2,256,458 2,351,453 2, 258,563
Excess cost of net assets

acquired, net $ 2,471,484 2,509,033 1,644,884 1,956,701 1, 767,352
Total assets $ 6,318,684 6,393,290 4,705,407 4,935,455 4, 709,401
Long-term debt $ 2,087,500 3,050,292 2,078,311 2,558,000 2, 609,541
Stockholders' equity $ 2,337,380 2,032,079 1,847,992 1,631,482 1, 300,272

The following table presents certain selected clicisied operating data as of the end of each of#laes in the five-year period ended
December 31, 2001:

Year ended December 31,

2001 2000 1999 1998 1997
Telephone access lines 1,797,643 1,800,565 1,272,867 1,346,567 1, 203,650
Wireless units in service in
majority-owned markets 797,340 751,200 707,486 624,290 569,983
Long distance customers 465,872 363,307 303,722 226,730 171,962

See Iltems 1 and 2 in Part |, Item 7 in Part Il aatks 1, 2 and 6 of Notes to Consolidated FinarBt@lements set forth in Item 8 elsewhere
herein for additional information.

Item 7. Management's Discussion and Analysis of Famcial Condition
and Results of Operations

Results of Operations
Overview

CenturyTel, Inc. and its subsidiaries (the "Compais/a regional integrated communications compamyaged primarily in providing local
exchange, wireless, long distance, Internet acmedslata services to customers in 21 states.

On July 31, 2000 and September 29, 2000, affiliefdbe Company acquired over 490,000 telephonesacines and related local exchange
assets in Arkansas, Missouri and Wisconsin froifiaks of Verizon Communications Inc. ("Verizorir an aggregate of approximately
$1.5 billion cash. The operations of these acquiregerties are included in the Company's restltperations beginning on the respective
dates of acquisition. See Acquisitions and Noté [Saies to Consolidated Financial Statements falitaahal information.

On May 14, 1999, the Company sold substantiallpfils Alaska-based operations serving approxitpdt&4,900 telephone access lines and
3,000 cellular subscribers. On June 1, 1999, thegamy sold the assets of its Brownsville and Mc@\ll€exas cellular operations serving
approximately 7,500 cellular subscribers. In Febr@900, the Company sold the assets of its rem@iAiaska cellular operations serving
approximately 10,600 cellular subscribers. The afiens of these disposed properties are includédeirtCompany's results of operations up
to the respective dates of disposition.

During the three years ended December 31, 200X dhepany has acquired and sold various other apagtthe impact of which has not
been material to the financial position or resafteperations of the Company.

The net income of the Company for 2001 was $343ldm compared to $231.5 million during 2000 &$2139.8 million during 1999.
Diluted earnings per share for 2001 were $2.41 eegpto $1.63 in 2000 and $1.70 in 1999.

Year ended December 31, 2001 2000 1999



Operating income

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

Telephone $ 423,420 376,290 351,559

Wireless 112,401 117,865 133,930

Other 22,098 31,258 22,580

557,919 525,413 508,069

Nonrecurring gains and losses, net 199,971 20,593 62,808
Interest expense (225,523) (183,302) (150,557)
Income from unconsolidated cellular entities 27,460 26,986 27,675
Minority interest (11,812) (10,201) (27,913)
Other income and expense 5,041 6,696 9,190

Income tax expense

(210,025)  (154,711)  (189,503)

Net income $ 343,031 231,474 239,769
Basic earnings per share $ 243 1.65 1.72
Diluted earnings per share $ 241 1.63 1.70
Average basic shares outstanding 140,743 140,069 138,848
Average diluted shares outstanding 142,307 141,864 141,432

During the three years ended December 31, 200 dnepany has recorded certain nonrecurring iteresid¢ome (and diluted earnings per
share) excluding nonrecurring items for 2001, 2860 1999 was $225.7 million ($1.59), $228.8 mill{$4.61), and $238.3 million ($1.69),
respectively. The following reconciliation tableosts how the amounts of various line items repouteder generally accepted accounting
principles were impacted by these nonrecurring stem

Year ended December 31, 2001 2000 199 9
(Dollars, except per share
amounts, in thousands)
Operating income, as reported $ 557,919 525,413 508, 069
Less: Nonrecurring operating expenses (1) (2,000) (504) 2, 749)
Operating income, excluding nonrecurring items $ 559,919 525,917 510, 818
Nonrecurring gains and losses, net, as reported $ 199,971 20,593 62, 808
Less nonrecurring items:
Gain on sale of assets 243,656 20,593 62, 808
Write down of non-operating assets (43,685) - -
Nonrecurring gains and losses, net, excluding
nonrecurring items $ - - -
Income from unconsolidated cellular entities, as re ported $ 27,460 26,986 27, 675
Less nonrecurring items:
Proportionate share of nonrecurring charges
recorded by entities in which the Company
owns a minority interest (10,054) (5,330) (6, 860)
Company's share of gain on sale of assets 2,164 - -
Income from unconsolidated cellular entities,
excluding nonrecurring items $ 35,350 32,316 34, 535
Minority interest, as reported $ (11,812) (10,201) (27, 913)
Less: Minority interest effect of gain on sale of assets (13) - (14, 926)
Minority interest, excluding nonrecurring items $ (11,799) (10,201) (12, 987)
Other income and expense, as reported $ 5,041 6,696 9, 190
Less nonrecurring items:
Costs associated with unsolicited takeover pr oposal (6,000) - -
Settlement of interest rate hedge contracts - (7,947) -
Other income and expense, excluding nonrecurring it $ 11,041 14,643 9, 190
Income tax expense, as reported $ (210,025) (154,711) (189, 503)
Less: Tax effect of nonrecurring items (66,698) (4,166) (36, 821)




Income tax expense, excluding nonrecurring items $ (143,327) (150,545) (152, 682

Net income, as reported $ 343,031 231,474 239, 769
Less: Effect of nonrecurring items 117,370 2,646 1, 452
Net income, excluding nonrecurring items $ 225,661 228,828 238, 317
Basic earnings per share, as reported $ 243 1.65 1 72
Less: Effect of nonrecurring items .83 .02 .01
Basic earnings per share, excluding nonrecurring it ems $ 160 1.63 1 71
Diluted earnings per share, as reported $ 241 1.63 1 .70
Less: Effect of nonrecurring items .82 .02 .01
Diluted earnings per share, excluding nonrecurring items $ 159 1.61 1 .69

(1) Nonrecurring operating expenses for 2001 retatxpenses incurred as the result of an ice storm

For additional information concerning the nonremgiitems described in the above table, see "Namring Gains and Losses, Net", "Income
from Unconsolidated Cellular Entities”, "Minoritptierest”, and "Other Income and Expense”.

Contributions to operating revenues and operatingrne by the Company's telephone, wireless ana offexations for each of the years in
the three-year period ended December 31, 2001 agefallows:

Year ended December 31, 2001 2000 1999
Operating revenues
Telephone operations 71.1% 67.9 67.2
Wireless operations 20.7% 24.0 25.2
Other operations 8.2% 8.1 7.6
Operating income
Telephone operations 75.9% 71.6 69.2
Wireless operations 20.1% 22.4 26.4
Other operations 4.0% 6.0 4.4

In August 2001, the Company announced that it doging the potential separation of its wirelessibass from its other operations.

In addition to historical information, managemeudiscussion and analysis includes certain forwaakihg statements regarding events and
financial trends that may affect the Company'sriiaperating results and financial position. Swariward-looking statements are subject to
uncertainties that could cause the Company's arsalts to differ materially from such statemefsch uncertainties include but are not
limited to: the Company's ability to effectively mage its growth, including integrating newly-acedibusinesses into the Company's
operations, successfully financing and timely comswating pending acquisitions, hiring adequate numbgqualified staff and successfully
upgrading its billing and other information systeti® results of the Company's effort to sepatateireless operations; the risks inherent in
rapid technological change; the effects of ongaingnges in the regulation of the telecommunicatiodastry; the effects of greater than
anticipated competition in the Company's marketssjble changes in the demand for, or pricingref,Gompany's products and services; the
Company's ability to successfully introduce newdwat or service offerings on a timely and cost-&ffe basis; and the effects of more
general factors such as changes in interest iatgeneral market or economic conditions or indégion, regulation or public policy. These
and other uncertainties related to the businesdeseribed in greater detail in Item 1 to the ComyfAnnual Report on Form 10-K for the
year ended December 31, 2001. You are cautionetbmpdtice undue reliance on these forv-looking statements, which speak only as of the
date of this report. The Company undertakes na@atitin to update any of its forwe-looking statements for any reas:



Telephone Operations

The Company conducts its telephone operationsral,rsuburban and small urban communities in 2testas of December 31, 2001,
approximately 87% of the Company's 1.8 million ascknes were in Wisconsin, Arkansas, Washingtoissburi, Michigan, Louisiana,
Colorado, Ohio, and Oregon. The operating reveraligsenses and income of the Company's telephomatapes for 2001, 2000 and 1999
are summarized below.

Year ended December 31, 2001 2000 1999

(Dollars in thousands)
Operating revenues

Local service $ 4 91,529 408,538 353,534

Network access 8 74,458 727,797 654,003

Other 1 39,746 117,634 118,575
15 05,733 1,253,969 1,126,112

Operating expenses

Plant operations 3 80,466 290,062 251,704
Customer operations 1 17,080 105,950 88,552
Corporate and other 1 86,483 163,761 160,631
Depreciation and amortization 3 98,284 317,906 273,666
1,0 82,313 877,679 774,553

Operating income $ 4 23,420 376,290 351,559

Local service revenues. Local service revenueseiged from the monthly provision of local exchartglephone services in the Company's
service areas. Of the $83.0 million (20.3%) inceciaslocal service revenues in 2001, $73.7 millias due to the acquisition of the Verizon
properties in 2000. The remaining $9.3 million &se was due to a $6.9 million increase due teased rates in certain jurisdictions and an
increase in the average number of customer acecessih incumbent markets and a $3.9 million insesdue to the increased provision of
custom calling features. Of the $55.0 million (®&)ancrease in local service revenues in 2000,546llion was due to the acquisition of 1
Verizon properties, which was partially offset b$¥4.4 million decrease attributable to the salthefCompany's Alaska-based operations in
the second quarter of 1999. The remaining $22.Bomiincrease was due to a $16.4 million increasthé average number of customer ac
lines in incumbent markets and a $5.4 million imse due to the increased provision of custom ¢eléatures. Access lines declined 0.2%
during 2001. Internal access line growth during®@fd 1999 was 2.8% and 4.8%, respectively. Thikndeio internal access line growth
during 2001 is substantially due to the slowingvgitoin the Company's service areas due to geneoglognic conditions and disconnecting
customers for nonpayment.

Network access revenues. Network access revenegsiararily derived from charges to long distanompanies and other customers
access to the Company's local exchange carrierG").Betworks in connection with the completion wffieirstate or intrastate long distance
telephone calls. Certain of the Company's intezstatwork access revenues are based on tariffedsacbarges filed directly with the Fed:e
Communications Commission ("FCC"); the remaindeswath revenues are derived under revenue shariaigg@ments with other LECs
administered by the National Exchange Carrier Aigdion. Intrastate network access revenues aredbaséariffed access charges filed with
state regulatory agencies or are derived undenteveharing arrangements with other LECs.

Network access revenues increased $146.7 millior2¢2) in 2001 and $73.8 million (11.3%) in 2000 doi¢he following factors

2001 2000
increase increase
(decrease) (decrease)

(Dollars in thousands)

Acquisitions of Verizon properties in

third quarter 2000 $ 139,866 75,938
Increased recovery from the federal

Universal Service Fund ("USF") 8,507 15,753
Disposition of Alaska properties - (23,348)

Partial recovery of increased operating
costs through revenue sharing arrangements
with other telephone companies, increased
minutes of use, increased recovery from

state support funds and return on rate base 13,204 3,637
Revision of prior year revenue settlement agreement s (16,876) 4,228
Other, net 1,960 (2,414)

$ 146,661 73,794

Other revenues. Other revenues include revenugtedeio (i) leasing, selling, installing, maintaigiand repairing customer prem



telecommunications equipment and wiring ("CPE smwI), (ii) providing billing and collection senés for long distance carriers and (iii)
participating in the publication of local directesi Other revenues increased $22.1 million in 2pfiinarily due to a $20.5 million increase
attributable to revenues contributed by the Veripoperties. The remainder of the increase in 2084 due primarily to a $7.0 million
increase in revenues from CPE services (primatily th an increase in rates) which was partiallgaifby a $5.0 million decrease in billing
and collection revenues. Other revenues decre@E @0 in 2000, primarily due to a $6.3 milliorcdEase due to the sale of the Alaska
properties and a $5.4 million decrease from theipion of CPE services, which benefited in 1999 freales to customers readying their
equipment for the Year 2000. Such decreases wemantially offset by a $10.8 million increase iatitable to revenues contributed by the
Verizon properties.

Operating expenses. Plant operations expensegd20Dil and 2000 increased $90.4 million (31.2%) %3814 million (15.2%), respectively.
Of the $90.4 million increase in 2001, $87.3 milliwas attributable to the properties acquired fkéerizon. The remaining $3.1 million
increase was primarily due to a $6.1 million ine®@n salaries and benefits, a $2.7 million inceeasetwork operations expenses and a $2.€
million increase in digital subscriber line ("DSL&xpenses. Such increases were substantially afys&t$9.9 million decrease in engineering
expenses. Of the $38.4 million increase in 200@,&4nillion was attributable to the properties aoeghfrom Verizon, which was partially
offset by a $13.0 million decrease due to the shthe Alaska properties. The remaining $6.6 millincrease was primarily due to a $4.7
million increase in salaries and benefits and 4 $&llion increase in network operations and eneiivey expenses.

Customer operations, corporate and other expensesased $33.9 million (12.6%) in 2001 and $20.Hani(8.2%) in 2000. Of the $33.9
million increase in 2001, $42.5 million relatedthe Verizon properties. The remaining $8.6 milldetrease in 2001 was primarily due to a
$4.3 million decrease in the provision for doubtiatounts and a $3.1 million decrease in operasirgs. Of the $20.5 million increase in
2000, $34.0 million related to the Verizon propestiwhich was partially offset by an $11.4 millidecrease due to the sale of the Alaska
properties in 1999. The remaining $2.1 million déase in 2000 was primarily due to a $5.6 millionrdase in contract labor expenses
primarily associated with nonrecurring costs inedrin 1999 attributable to readying the Compangssesn to be Year 2000 compliant and an
$8.2 million decrease in operating taxes. Suchedsgs were partially offset by a $7.7 million i in the provision for doubtful accounts
and a $2.4 million increase in information techmgl@xpenses.

Depreciation and amortization increased $80.4 omil(25.3%) and $44.2 million (16.2%) in 2001 an@@0respectively. Of the $80.4 millic
increase in 2001, $65.2 million was attributabléh® properties acquired from Verizon (which inddds14.7 million of amortization of
goodwill) and the remainder was primarily due tghar levels of plant in service. Of the $44.2 naillincrease in 2000, $44.6 million was
attributable to the properties acquired from Vemifahich included $8.5 million of amortization odgdwill) and $11.8 million was primarily
due to higher levels of plant in service. Sucheases were partially offset by a $10.6 million &ghn resulting from the sale of the
Company's Alaska properties. Exclusive of acquisi depreciation expense included nonrecurringiadel depreciation charges approved
by regulators in certain jurisdictions which aggresggl $4.1 million in 2000. The composite depreciatate for the Company's regulated
telephone properties, including the additional demtion charges, was 6.8% for 2001, 7.2% for 220 7.0% for 1999.

Other. For additional information regarding certaiatters that have impacted or may impact the Cogipaelephone operations, see
Regulation and Competitio



Wireless Operations and Income from Unconsolid&teliular Entities

Year ended December 31, 2001 2000 1999
(Dollars in thousands)
Operating income - wireless operations $ 112,401 117,865 133,930
Minority interest - wireless operations,
exclusive of the effect of asset sales in 1999 (11,510) (11,598) (12,911)
Income from unconsolidated cellular entities 27,460 26,986 27,675

$ 128,351 133,253 148,694

The Company's wireless operations (discussed beteflect 100% of the results of operations of thButar entities in which the Company
has a majority ownership interest. The minoritgest owners' share of the income of such enttiesflected in the Company's Consolidated
Statements of Income as an expense in "Minorigredt." See Minority Interest for additional infation. The Company's share of earnings
from the cellular entities in which it has lessrtlmajority interest is accounted for using theitggmethod and is reflected in the Company's
Consolidated Statements of Income in "Income framomsolidated cellular entities.” See Income frontahsolidated Cellular Entities for
additional information.

Wireless Operations

All of the Company's wireless operations are lod@eMichigan, Louisiana, Wisconsin, Mississippexbs and Arkansas. The operating
revenues, expenses and income of the Company'leséreperations for 2001, 2000 and 1999 are surmethhielow.

Year ended December 31, 2001 2000 199 9

(Dollars in thousands)
Operating revenues

Service $ 336,850 328,956 305, 006
Roaming 90,192 99,791 106, 486
Equipment sales 10,923 14,822 10, 777
437,965 443,569 422, 269

Operating expenses
Cost of equipment sold 23,453 30,064 21, 408
System operations 75,628 69,641 56, 866
General, administrative and customer service 85,467 78,087 79, 569
Sales and marketing 74,670 82,673 61, 903
Depreciation and amortization 66,346 65,239 68, 593
325,564 325,704 288, 339
Operating income $ 112,401 117,865 133, 930

Operating revenues. Service revenues include moaéhlice fees for providing access and airtimeustomers and toll revenue. Roaming
revenues include service fees for providing airttmether carriers' customers roaming through tbe@any's service areas.

The $7.9 million increase in service revenues i012@as due primarily to an increase in the numbeustomers and increased minutes of
use per customer, both of which were partially etffsy reduced rates. The $9.6 million decreaseaming revenues in 2001 was due to a
reduction in roaming rates (which was partiallyseffby an increase in roaming minutes of use) vandard trend in rates that the Company
anticipates will continue in the near future. Of $24.0 million increase in service revenues in02@31.6 million was due to growth in the
number of customers and increased minutes of useugéomer, both of which were partially offsetregluced rates. Such increase was
partially offset by an $8.0 million decrease du¢hi® sale of the Texas and Alaska cellular properDf the $6.7 million decrease in roaming
revenues in 2000, $3.2 million was due to a redadi roaming rates (which was partially offsetdsyincrease in roaming minutes of use).
The remainder of the decrease in roaming revemu2800 was due to the sale of the Texas and Alealkalar properties in mid-1999.

The following table illustrates the growth in ther@pany's wireless customer base in its majority-edvmarkets:

Year ended December 31, 2 001 2000 1999
Customers at beginning of period 751 ,200 707,486 624,290
Gross units added internally 316 ,353 339,247 240,084
Disconnects 270 ,213 284,880 146,325
Net units added internally 46 ,140 54,367 93,759
Effect of property dispositions - (10,653) (10,563)
Customers at end of period 797 ,340 751,200 707,486

Average monthly churn rate
(excluding prepaid customers) 2 .33% 1.95% 2.02%




The average monthly revenue (excluding equipmdaskaer customer declined to $46 during 2001 f##® in 2000 and $53 in 1999
primarily due to reductions in service rates chdngethe Company's customers and reductions iniraprates charged to other cellular
operators. The average monthly revenue per custisnegpected to further decline (i) as competipivessures (including those causing
further reductions in service rates) from currerd &uture wireless communications providers intgnand (ii) as the Company continues to
receive pressure from other cellular operatorgtiuce roaming rates. The Company is respondingdio sompetitive pressures by, among
other things, modifying certain of its price pleared implementing certain other plans and promotisame of which are likely to result in
lower average revenue per customer.

During 2001 the Company added approximately 47r#@ontract customers while the prepaid custorase leclined by 1,560 customers.
The Company will continue to focus on adding carttaistomers while decreasing its focus on prepkids for future customer growth. At
December 31, 2001, over 90% of the Company's véisateistomers were contract customers.

Operating expenses. Cost of equipment sold deaekG6 million (22.0%) in 2001 primarily due to ealease in the number of phones sold
and a decrease in the average cost per unit. €egugpment sold increased $8.7 million (40.4%2000 primarily due to an increase in the
number of phones sold and an increase in averageounit primarily due to a higher percentagdigital phones sold.

System operations expenses increased $6.0 miBi&@d4) in 2001 primarily due to a $6.5 million inase in network costs and cell site
expenses associated with operating a greater nupficetl sites and a $3.3 million increase in tle¢ amounts paid to other carriers for ser
provided to the Company's customers who roam irother carriers' service areas. Such increasespegtially offset by a $2.2 million
decrease in toll costs. System operations expémsesased $12.8 million (22.5%) in 2000 primarilyecto a $5.9 million increase associated
with operating a greater number of cell sites afd.& million increase in the net amounts paidtt@pcarriers for service provided to the
Company's customers who roam in the other carsersice areas.

Exclusive of cell sites in its PCS markets, the @any operated 739 cell sites at December 31, 20@htities in which it had a majority
interest, compared to 667 at December 31, 200Ba8dt December 31, 1999.

General, administrative and customer service exgeimereased $7.4 million (9.5%) in 2001, of whk&h7 million was due to an increase in
customer service and retention costs and $2.0omillias attributable to an increase in the provifomoubtful accounts. General,
administrative and customer service expenses deanlegl .5 million (1.9%) in 2000, of which $3.3 rioill was attributable to a decrease in
operating taxes and $1.5 million was due to the skthe Alaska and Texas properties. Such deseesee partially offset by a $2.2 million
increase in the provision for doubtful accounts.

Sales and marketing expenses decreased $8.0 n{@lid¥0) in 2001 due primarily to a $2.8 million dease in advertising and sales
promotion expenses; a $2.1 million decrease irssadenmissions paid to agents due to a decreake mumber of units sold; and a $1.1
million decrease in costs associated with operaifegver number of retail locations. Sales and mi@mg expenses increased $20.8 million
(33.6%) in 2000 due primarily to an $8.6 milliorcirase in advertising and sales promotion expeasgs.;2 million increase in sales
commissions paid to agents due to an increaseinumber of units sold; and a $4.2 million increiaseosts incurred in selling products and
services in retail locations primarily due to aorgase in the number of retail locations.

Depreciation and amortization increased $1.1 millio2001 primarily due to a higher level of plémservice. Depreciation and amortization
decreased $3.4 million (4.9%) in 2000, primarilyeda the sale of the Alaska and Texas properties.

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

Other Operations

Other operations includes the results of operatidrssibsidiaries of the Company which are not ideliiin the telephone or wireless segm
including, but not limited to, the Company's nogulkated long distance operations, Internet oparatioall center operations (which ceased
operations in the third quarter of 2000), compegilocal exchange carrier ("CLEC") operations, fibetwork business and security
monitoring operations. The operating revenues, @& and income of the Company's other operat@rZ001, 2000 and 1999 are
summarized below.

Year ended December 31, 2001 2000 1999

(Dollars in thousands)
Operating revenues

Long distance $ 117,363 104,435 83,087
Internet 39,057 23,491 16,818
Other 17,351 20,462 28,383

173,771 148,388 128,288

Operating expenses
Cost of sales and operating expenses 142,919 112,219 99,151



Depreciation and amortization 8,754 4911 6,557

151,673 117,130 105,708

Operating income $ 22,098 31,258 22,580

Long distance revenues increased $12.9 milliond@2.and $21.3 million (25.7%) in 2001 and 2000pessively, due primarily to the grow

in the number of customers and increased minutesafprimarily due to penetration of the Verizoarkets acquired in 2000. The number of
long distance customers as of December 31, 20@D, 20d 1999 was 465,870, 363,300, and 303,700 ctgely. Internet revenues
increased $15.6 million (66.3%) in 2001 primarilyedto a $12.6 million increase due to growth inrthenber of customers (including growth
in the Company's DSL product offering) and a $1liffion increase due to Internet operations acquinechid-2000. Internet revenues
increased $6.7 million (39.7%) in 2000 primarilyedio a $6.9 million increase due to growth in thenber of customers and a $1.4 million
increase due to Internet operations acquired @189 and mid-2000. Such increases were partfet by a $2.3 million decrease due to
the sale of the Company's Alaska Internet operatiomid-1999. Other revenues declined $3.1 mildod $7.9 million in 2001 and 2000,
respectively, primarily due to the planned phaseeéthe Company's third party call center operaiduring 2000.

Cost of sales and operating expenses increased B8lion (27.4%) in 2001 primarily due to (i) a$3 million increase in expenses related
to the provision of Internet access primarily dog¢hte expansion of the Company's DSL product aftgr{ii) an increase of $9.3 million in
expenses of the Company's long distance opergtiamgrily due to an increase in the number of amstis and an increase in marketing
expenses, and (iii) an $8.3 million increase duthéoexpansion of the Company's CLEC business. Biechases were partially offset by a
$6.5 million reduction in expenses due to the wigdiown of the Company's third party call centegragions during 2000.

Cost of sales and operating expenses during 2@08ased $13.1 million (13.2%) primarily due to acrease of $12.3 million in expenses of
the Company's long distance operations primarily wuincreased minutes of use due to an increabe inumber of customers which was
partially offset by reduced rates; a $9.8 milliocriease in expenses associated with expandingaimpahy's Internet operations and a $3.4
million increase in expenses primarily due to stgricosts of the Company's CLEC business. Suckases were partially offset by a $9.0
million reduction in expenses due to winding dolwa Company's third party call center operationsngu2000 and a $2.4 million decrease
due to the 1999 sale of the Company's Alaska |eteyperations.

Depreciation and amortization increased $3.8 nmillio2001 primarily due to increased depreciatigpemse in the Company's Internet and
fiber network businesses. Depreciation and amditizalecreased $1.6 million in 2000 primarily dodtie write down of assets of the call
center operations to estimated net realizable viald999.

The Company incurred combined operating losse®@1 2f $16.5 million in its CLEC and fiber netwdskisinesses and expects to incur a
combined operating loss ranging from $15 to $20ionilin 2002 related to these operations.

Certain of the Company's service subsidiaries pewmanagerial, operational, technical, accountimjadministrative services, along with
materials and supplies, to the Company's telepbohsidiaries. In accordance with regulatory acdagnintercompany profit on transactions
with regulated affiliates has not been eliminateddannection with consolidating the results of agiens of the Company. When the regule
operations of the Company no longer qualify for dipplication of Statement of Financial Accountirtgrélards No. 71, "Accounting for the
Effects of Certain Types of Regulation" ("SFAS 7BWlch intercompany profit will be eliminated irbsequent financial statements, the
primary result of which will be a decrease in opi@agexpenses applicable to the Company's telepbpagtions and an increase in operating
expenses applicable to the Company's other opagafithe amount of intercompany profit with regulaadfiliates which was not eliminated
was approximately $22.0 million, $17.1 million a®#4.0 million in 2001, 2000 and 1999, respectivElyr additional information applicable
to SFAS 71, see Regulation and Competi-- Other Matters and Note 14 of Notes to Consolid&iedncial Statement



NONRECURRING GAINS AND LOSSES, NET

In 2001, the Company's aggregate favorable noniegugains and losses were $200.0 million. The Camyprecorded a pre-tax gain of
approximately $185.1 million ($117.7 million aftexx; $.83 per diluted share) due to the sale d?38 licenses to Leap Wireless
International, Inc. ("Leap"). In conjunction withe sale of licenses to Leap, the Company also dedaa pre-tax charge of $18.2 million
($11.6 million after-tax; $.08 per share) due te Write-down in the value of certain non-operatisgets. Also during 2001, the Company
recorded a pre-tax gain on the sale of its remgishrares of llluminet Holdings, Inc. ("llluminetpmmon stock aggregating $54.6 million
($35.5 million after-tax; $.25 per diluted sharajla pre-tax gain of $4.0 million ($2.6 million efttax; $.02 per diluted share) on the sale of
certain other assets.

Additionally in 2001, the Company recorded pre-tharges of $25.5 million ($16.6 million after-t&12 per diluted share) due to the write-
down in the value of certain non-operating investtaén which the Company owns a minority interest.

In 2000, the Company recorded pre-tax gains agtregd20.6 million. Approximately $9.9 million ($5million after tax; $.04 per diluted
share) was due to the sale of the assets of theo@uyts remaining Alaska cellular operations and@pmately $10.7 million ($6.4 million
after tax; $.05 per diluted share) was due to #he of the Company's minority interest in a nomdgtgic cellular partnership.

In 1999, the Company recorded pre-tax gains agtregd62.8 million. Approximately $39.6 million dlie pre-tax gains ($7.8 million after-
tax loss; $.05 per diluted share) was due to theeafdhe Company's Brownsville and McAllen, Texadlular properties. Approximately
$10.4 million of the pre-tax gains ($6.7 milliortexftax; $.04 per diluted share) was due to the sathe Company's remaining common
shares of MCIWorldCom, Inc. The remainder of thaengan 1999 was primarily due to an $11.6 milliae{tax gain ($7.6 million after tax;
$.05 per diluted share) due to the sale of the Gmylp shares of common stock of Telephone and ®atems, Inc.

Certain other nonrecurring items for the three ymaiod ended December 31, 2001 are reflectechier dine items of the Company's
consolidated financial statements. See Income fdmconsolidated Cellular Entities, Minority Interestd Other Income and Expense.

INTEREST EXPENSE

Interest expense increased $42.2 million in 200@pared to 2000 primarily due to an increase irr@geexpense related to outstanding
indebtedness incurred to acquire the Verizon ojzarsit

Interest expense increased $32.7 million in 200@3nily due to $41.5 million in interest expenskated to the Verizon acquisition
indebtedness and a $6.8 million increase causétgher interest rates. Such increases were pgroéet by interest expense reductions
primarily due to a decrease in outstanding indetses exclusive of debt associated with the Verammuisitions.

INCOME FROM UNCONSOLIDATED CELLULAR ENTITIES

Earnings from unconsolidated cellular entities, afehe amortization of associated goodwill, inae@ $474,000 (1.8%) in 2001 and
decreased $689,000 (2.5%) in 2000. The $474,000ase in 2001 was primarily due to (i) the Compapyoportionate share ($5.3 million)
of non-cash charges recorded in the first quaft@060 by two cellular entities in which the Compawns a minority interest, (ii) a $2.2
million favorable adjustment related to the gairtlom sale of PCS licenses to Leap by a cellulatyeintwhich the Company owns a minority
interest, and (i) a $3.1 million increase duertcreased earnings of certain cellular entitieslinch the Company owns a minority interest.
Such increases were offset by a $10.1 million uofalrle non-cash, nonrecurring charge that was dedoin 2001 by a cellular entity in
which the Company owns a minority interest.

The $689,000 decrease in 2000 was primarily d§g tbe Company's proportionate share ($5.3 mi)liohnon-cash, nonrecurring charges
that were recorded in 2000 by cellular entitiesvhiich the Company owns a minority interest andg(i$§2.3 million decrease due to decreased
earnings of certain cellular entities in which bempany owns a minority interest. Such decreases oféset by a $6.9 million non-cash
charge recorded in 1999 by cellular entities incltthe Company owns a minority interest.

MINORITY INTEREST

Minority interest is the expense recorded by thenGany to reflect the minority interest owners' ghafrthe earnings of the Company's
majority-owned subsidiaries. Minority interest inased $1.6 million in 2001 compared to 2000 dumamily to increased profitability of
certain of the Company's majority-owned and operatgities.

Minority interest decreased $17.7 million durindd@@ompared to 1999 primarily due to the minorigytpers' share of the gain on sale of
assets of the Brownsville and McAllen, Texas callyroperties recorded in 1999. Excluding the ¢ffé¢his gain, minority interest
decreased $2.8 million primarily due to the decedgwofitability of the Company's majority-owneddaoperated cellular entities ($1.3
million) and due to the minority partners' shareéhef loss incurred by certain of the operationsiaed from Verizon by CenturyTel's
majority-owned affiliates ($1.6 million).

OTHER INCOME AND EXPENSE



Other income and expense decreased $1.7 milli@d@1 compared to 2000 primarily due to $6.0 milladrcosts incurred in 2001 associated
with responding to an unsolicited takeover propasal to other expense increases. These 2001 exipensases were partially offset by a
favorable comparison to expenses in 2000, whetmpany recorded a $7.9 million charge relatethéosettlement of certain interest rate
hedge contracts entered into in connection witarfaing the Verizon acquisitions.

Other income and expense decreased $2.5 milli@00® compared to 1999 primarily due to the $7.%onilcharge related to the settlement
of certain interest rate hedge contracts enterediinconnection with financing the Verizon acqtisis. Such decrease was partially offset by
a $4.1 million increase in interest income.

INCOME TAX EXPENSE

The Company's effective income tax rate was 38494,% and 44.1% in 2001, 2000 and 1999, respegtifdclusive of the effect of incor
tax expense on asset sales, the effective incarmata was 39.0%, 39.9% and 39.0% in 2001, 20001888, respectively.

ACQUISITIONS

On July 31, 2000 and September 29, 2000, affiliafdhe Company acquired over 490,000 telephonesacines and related assets from
Verizon in four separate transactions for approxatye$1.5 billion in cash. Under these transactions

o On July 31, 2000, the Company purchased apprd&lyna31,000 telephone access lines and related éachange assets comprising 106
exchanges throughout Arkansas for approximately2$8ulion in cash.

0 On July 31, 2000, Spectra Communications Grolyg, ('Spectra") purchased approximately 127,000ptedee access lines and related
local exchange assets comprising 107 exchangesgihoot Missouri for approximately $297 million cagts of December 31, 2001, the
Company owns 75.7% of Spectra, which was orgartizedquire and operate these Missouri propertieslosing, the Company made a
preferred equity investment in Spectra of approxatye$55 million (which represented a 57.1% interasd financed substantially all of the
remainder of the purchase price. In the first qerast 2001, the Company purchased an addition&Pa8nterest in Spectra for $47.1 million.

0 On September 29, 2000, the Company purchasedxpyately 70,500 telephone access lines and relatadl exchange assets comprising
42 exchanges throughout Wisconsin for approxima#&87 million in cash.

0 On September 29, 2000, Telephone USA of Wiscohsi@ ("TelUSA") purchased approximately 62,90Cfhone access lines and related
local exchange assets comprising 35 exchangesghooti Wisconsin for approximately $172 million iast). The Company owns 89% of
TelUSA, which was organized to acquire and owneha&sconsin properties. At closing, the Company ena equity investment in TelUSA
of approximately $37.8 million and financed subgtdly all of the remainder of the purchase price.

To finance these acquisitions on a short-term bdssCompany borrowed $1.157 billion on a floatrate basis under its $1.5 billion credit
facility with Bank of America, N.A. and Citibank,.N. and borrowed $300 million on a floating-ratesisaunder its 1997 credit facility with
Bank of America, N.A.

On October 19, 2000, the Company issued $500 mitic8.375% Senior Notes, Series H, due 2010, 400 #illion of 7.75% Remarketak
Senior Notes, Series |, due 2012 (with a remargedte of October 15, 2002) under its $2.0 bilktwelf registration statement filed in May
2000. The net proceeds of approximately $908 mil{excluding the Company's payments of approxima&P.3 million associated with
related interest rate hedging) were used to regayrt@on of the $1.457 billion of aggregate indeltess the Company incurred under its ¢
facilities in connection with the Verizon acquisits.

In October 2001, the Company entered into defiaiigreements to purchase from affiliates of Veriassets comprising all of Verizon's
operations in Missouri and Alabama for $2.159 diilcash. For additional information related to éhasquisitions, see Liquidity and Capital
Resources - Financing Activities.

CRITICAL ACCOUNTING POLICIES

Revenue recognition. Certain of the Company's lelap subsidiaries participate in revenue sharirgngements with other telephone
companies for interstate revenue and for certamastate revenue. Under such sharing arrangemeitsh are typically administered by
guasi-governmental agencies, participating teleplfemmpanies contribute toll revenue or access eBamithin state jurisdictions and access
charges in the interstate market. These revenegsoaled by the administrative agencies and usegintburse exchange carriers for their
costs. Typically, participating companies have 2#hths to update or correct data previously subthiths a result, revenues earned through
the various sharing arrangements are initially réed based on the Company's estimates. Historjaalysions of previous revenue estimates
as a percentage of consolidated revenues haveeantrhaterial.

Accounting for the Effects of Regulation. The Comya regulated telephone operations are subjabetprovisions of SFAS 71. Property,
plant and equipment of the Company's regulateghelee operations has been depreciated using Higltgtline method over lives approved
by regulators; such lives have generally exceededi¢preciable lives used by nonregulated entitieasddition, in accordance with SFAS -



retirements of regulated telephone property haea loharged to accumulated depreciation, along thétcosts of removal, less salvage, with
no gain or loss recognized. These policies hawdtegsin accumulated depreciation being signifibal@ss than if the Company's telephone
operations had not been regulated.

Statement of Financial Accounting Standards No, 1R&gulated Enterprises - Accounting for the Digaauance of Application of FASB
Statement No. 71" ("SFAS 101"), specifies the antiog required when an enterprise ceases to meefiteria for application of SFAS 71.
SFAS 101 requires the elimination of the effectamy actions of regulators that have been recodrdzeassets and liabilities in accordance
with SFAS 71 but would not have been recognizeasasets and liabilities by non-regulated enterpyiskesig with an adjustment of certain
accumulated depreciation accounts to reflect tfferdnce between recorded depreciation and the anwdulepreciation that would have b
recorded had the Company's telephone operatioriseeot subject to rate regulation. SFAS 101 funtihevides that the carrying amounts of
property, plant and equipment are to be adjustédtorthe extent the assets are impaired and thpairment shall be judged in the same
manner as for noregulated enterprises. Deferred tax liabilities daterred investment tax credits will be impactaddd on the change in 1
temporary differences for property, plant and emépt and accumulated depreciation.

The Company is monitoring the ongoing applicabitifySFAS 71 to its regulated telephone operatignsaimong other things, assessing the
extent of its interstate and intrastate operattbasare subject to various forms of alternativgutation instead of traditional rate of return
regulation. It is possible that changes in regafatlegislation or competition or in the demandriegulated services or products could rest
the Company's telephone operations no longer kmibfect to SFAS 71 in the near future. When theletgd operations of the Company no
longer qualify for the application of SFAS 71, thet adjustments required may result in a mater@icash charge against earnings which
would be reported as an extraordinary item. Foulagry purposes, the accounting and reportindgn@f@ompany's telephone subsidiaries
not be affected by the discontinued applicatioSBAS 71.

The properties to be acquired from Verizon in 2882 not expected to be accounted for under thégioms of SFAS 71.

Longived assets. Through December 31, 2001, in acoomlwith Statement of Financial Accounting Standadd. 121, "Accounting for tt
Impairment of Long-lived Assets and for Long-livAdsets to be Disposed of," ("SFAS 121") the cagyalue of longived assets, includir
property, plant and equipment and allocated goddwds reviewed for impairment at least annuallywbenever events or changes in
circumstances indicated that such carrying valug med recoverable, by assessing the recoverabflisyich carrying value through estimated
undiscounted future net cash flows expected todmeigted by the assets or the acquired busindsstizé January 1, 2002, the Company
will be required to test for impairment under tweanaccounting standards, Statement of Financiabéating Standards No. 142, "Goodwill
and Other Intangible Assets” ("SFAS 142"), ande&teint of Financial Accounting Standards No. 144c@unting for the Impairment or
Disposal of Long-Lived Assets" ("SFAS 144").

SFAS 142 requires goodwill recorded in businesshipations to be reviewed for impairment and recisgite-downs only in periods in
which the recorded amount of goodwill exceeds #ievialue. Under SFAS 142, impairment of goodwiilll e tested by comparing the fair
value of the reporting unit to its carrying valirc{uding goodwill). Estimates of the fair valuetbe reporting unit will be based on valuation
models using techniques such as multiples of egsniifithe fair value of the reporting unit is lekan the carrying value, a second calcula

is required in which the implied fair value of gead is compared to its carrying value. If the irrgal fair value of goodwill is less than its
carrying value, goodwill must be written down teiinplied fair value. The Company is in the proagsdetermining the impact, if any, of t
transitional goodwill impairment rules of SFAS 142.

Under SFAS 144, the carrying value of long-livededs other than goodwill is reviewed for impairmeytassessing the recoverability of the
carrying value through estimated undiscounted ash flows expected to be generated by the askéts. indiscounted net cash flows are
less than the carrying value, an impairment losslivbe measured as the excess of the carrying ehladong-lived asset over its fair value.

For additional information on the Company's criti@acounting policies, see Accounting Pronouncesant Regulation and Competition -
Other Matters, and the footnotes to the Compamyisaidated financial statements.

ACCOUNTING PRONOUNCEMENTS

Effective January 1, 2001, the Company adopted®imt of Financial Accounting Standards No. 133;¢@unting for Derivative
Instruments and Hedging Activities" ("SFAS 133"FAS 133 established accounting and reporting staisdar derivative instruments and
for hedging activities by requiring that entitiezognize all derivatives as either assets or itaslat fair value on the balance sheet. The
Company had no derivative instruments outstandidgauary 1, 2001 and thus no transition adjustiwestrecorded upon adoption of SFAS
133.

As of December 31, 2001, the Company had outstgratinnterest rate swap relating to $199.1 milbbfloating rate debt designed to
eliminate the variability of cash flows in the pagmt of interest related to such debt. Under SFAS ft® Company does not expect
fluctuations in the fair value of the swap to beareled in its statements of income. In additior, @ompany has from time to time entered
into interest rate hedge contracts in anticipatiboertain debt issuances to manage interest xpiesere. The Company does not utilize
derivative financial instruments for trading or ettspeculative purposes.

In July 2001, the Financial Accounting Standarda@lassued Statement of Financial Accounting Stedwdbo. 141, "Business
Combinations" ("SFAS 141") and SFAS 142. SFAS kHuires all business combinations consummated After 30, 2001 to be accounted
for under the purchase method of accounting; thdimg of interests method is no longer permittellAS 142 requires goodwill recorded i



business combination to be reviewed for impairnaerat would be written down only in periods in whttle recorded amount of goodwiill
exceeds its fair value. Effective January 1, 2@92tematic amortization of goodwill is no longequeed. The Company's amortization of
goodwill for the year ended December 31, 2001 ¢otapproximately $69.2 million. The applicatiortioé transitional goodwill impairment
rules of SFAS 142 is not expected to have a méatgffiect on the results of operations of the Conypan

In October 2001, the Financial Accounting Stand&dard issued SFAS 144, which replaces SFAS 121 sapersedes the accounting and
reporting provisions related to discontinued operet under Accounting Principles Board Opinion No.

30. SFAS 144 addresses financial accounting anattiag for the impairment or disposal of long-livagsets and also broadens the reporting
of discontinued operations to include all composeritan entity with operations that can be distisilged from the rest of the entity and that
will be eliminated from the ongoing operations loé entity in a disposal transaction. The provisiohSFAS 144 are effective for financial
statements issued for fiscal years beginning &fearember 15, 2001. The adoption of SFAS 144 i€rpécted to have a material effect on
the results of operations of the Company.

INFLATION

The effects of increased costs historically havenbmitigated by the Company's ability to recovetaie costs applicable to its regulated
telephone operations through the rate-making peod&sile the rate-making process does not perraitbmpany to immediately recover the
costs of replacing its physical plant, the Complay historically been able to recapture these cvsistime. Possible future regulatory
changes may alter the Company's ability to recov@eased costs in its regulated operations. Fditiadal information regarding the current
regulatory environment, see Regulation and ConipetiAs operating expenses in the Company'snegudated lines of business increase
result of inflation, the Company, to the extentrpitted by competition, recovers the costs by insirgaprices for its services and equipment.

MARKET RISK

Approximately 90% of the Company's long-term ddiitgations are fixed rate. At December 31, 200#,ftdir value of the Company's long-
term debt was estimated to be $3.0 billion basetheroverall weighted average rate of the Compdagig-term debt of 6.7% and an overall
weighted maturity of 10 years compared to termsrates currently available in lortgfm financing markets. For purposes hereof, maigke

is estimated as the potential decrease in fairevafithe Company's long-term debt resulting fronypothetical increase of 67 basis points in
interest rates (which represents ten percent o€tirapany's overall weighted average borrowing r&ath an increase in interest rates w:
result in approximately a $96.4 million decreaséinvalue of the Company's long-term debt. Abetember 31, 2001, the Company owed
$353.0 million of debt on a floating-rate basis.

As of December 31, 2001, the Company had outstgratininterest rate swap relating to $191.1 milbéits floating rate debt designed to
eliminate the variability of cash flows in the pagmt of interest related to such debt. Under thiggswvhich expires in August 2002, the
Company realizes a fixed effective rate of 4.845% @ceives or makes settlement payments basedthip@imonth London InterBank
Offered Rate, with settlement and rate reset datdsee-month intervals through the expiratioredat

OTHER

The Company is in the process of developing amgated billing and customer care system. The dosievelop such system have been
capitalized in accordance with Statement of Pasi®i8-1, "Accounting for the Costs of Computer SoftwamvBloped or Obtained for Inter
Use," and aggregated $139.5 million at Decembe23Q1. Such costs are expected to aggregate appatety $200 million upon completic
(which is expected to occur in early 2003) andexected to be amortized over a twenty-year period.

LIQUIDITY AND CAPITAL RESOURCES

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

Operating activities. Net cash provided by opetp#intivities was $665.4 million, $562.5 million ad08.7 million in 2001, 2000 and 1999,
respectively. The Company's accompanying conselitlstatements of cash flows identify major diffeesmbetween net income and net cash
provided by operating activities for each of thgears. For additional information relating to teeephone operations, wireless operations anc
other operations of the Company, see Results ofadipas.

Investing activities. Net cash provided by (usednnesting activities was $(275.7) million, $(18billion and $69.8 million in 2001, 2000
and 1999, respectively. Cash used for acquisitreas $47.1 million in 2001, $1.541 billion in 20Gubstantially all of which relates to the
Verizon acquisitions) and $21.0 million in 19990&eeds from the sales of assets were $166.2 mili@001 compared to $29.5 million in
2000 and $484.5 million in 1999. Capital expenditufor 2001 were $351.0 million for telephone opere, $71.2 million for wireless
operations and $84.5 million for other operatidbapital expenditures during 2000 and 1999 were $d8llion and $390.0 million,
respectively. In connection with the sale of P@8riises to Leap in 2001, the Company received ab $8ilion promissory note, all of whic
was subsequently collected during 2001.

Financing activities. Net cash provided by (usediimancing activities was $(395.4) million in 20081.314 billion in 2000 and $(427.



million in 1999. Net payments of debt in 2001 w&8%5.6 million, which reflects utilization of caséceived from asset sales. Net proceeds
from the issuance of debt was $1.340 billion du@6g0 primarily due to an increase in borrowings tluthe purchase of assets from
Verizon. Net payments of debt were $422.9 milliori999.

On July 31, 2000 and September 29, 2000, affiliaféghe Company acquired over 490,000 telephonesaciines and related assets from
Verizon in four separate transactions for approxatya$1.5 billion in cash. See Acquisitions and &l@tof Notes to Consolidated Financial
Statements for additional information. To finankese acquisitions on a short-term basis, the Coynpamowed $1.157 billion on a floating-
rate basis under its $1.5 billion credit facilitythvBank of America, N.A. and Citibank, N.A., andrbowed $300 million on a floating-rate
basis under its 1997 credit facility with Bank ofm&rica, N.A.

On October 19, 2000, the Company issued $500 mitioB.375% Senior Notes, Series H, due 2010, 408 $#illion of 7.75% Remarketat
Senior Notes, Series |, due 2012 (with a remarkeadmie of October 15, 2002) under its $2.0 bilbtwelf registration statement filed in May
2000. The net proceeds of approximately $908 mil{excluding the Company's payments of approxirgaéi&R.3 million associated with
related interest rate hedging) were used to regaytéon of the $1.457 billion of aggregate indelrtess the Company incurred under its ¢
facilities in connection with the Verizon acquisits.

In second quarter 2001, the Company completedatieeos 30 PCS (Personal Communications Serviceatipg licenses for an aggregate of
$195 million to Leap. The Company received apprataty $108 million of the purchase price in cashlasing and the remainder was
collected in installments through the fourth quaaie2001 under the terms of a promissory notehird quarter 2001, the Company sold its
remaining shares of its investment in llluminet coam stock for an aggregate of approximately $58|kom. Proceeds from these sales were
used to repay indebtedness.

On October 22, 2001, the Company entered into ii@gragreements to purchase from affiliates ofixtam assets comprising all of Verizon's
local telephone operations in Missouri and Alabamaxchange, the Company has agreed to pay appatedy $2.159 billion in cash,

subject to certain adjustments which are not exgobtt be material. Under each definitive agreentBetCompany has agreed to pay Verizon
10% of the transaction consideration if the purehashot consummated under certain specified conditincluding the Company's
incapacity to finance the transaction. The acqoisst are subject to the receipt of various statefaderal regulatory approvals and other
closing conditions. The Company's financing plamsreot yet complete and will be dependent uporCibipany's review of its alternatives
and market conditions.

The properties to be acquired are currently sultigepticecap regulation for interstate purposes, and the gamy has no plans to change tl
Because most of the Company's other telephone girepare subject to rate-of-return regulation, @menpany's plans to retain price-cap
regulation for the acquired properties will requireo seek a waiver of the FCC's "all or nothimgfulation that generally requires a rate-of-
return company acquiring a price-cap company toedrall of its operations to price-cap regulatiithough the FCC has granted similar
waivers to other carriers over the past coupleeafry, no assurances can be provided that the FIC@ravit a waiver to the Company. The
Company's failure to obtain this waiver would adety impact the financial benefits that the Compantijcipates receiving in connection
with its purchases of the Verizon properties.

For additional information on these pending Veriaaquisitions, see Item 1 of the Company's Annugdd®t on Form 10-K for the year
ended December 31, 2001.

Other. Budgeted capital expenditures for 2002 84l5 million for telephone operations, $65 milliimn wireless operations and $45 million
for other operations. The Company anticipatesdhpital expenditures in its telephone operationkasntinue to include the installation of
fiber optic cable and the upgrading of its plard aquipment, including its digital switches, to yite enhanced services, particularly in its
newly acquired markets. Capital expenditures invifieless operations are expected to continuedosg@n constructing additional cell sites
(which will provide additional capacity and expadd&eas where cellular phones may be used) anddprg\digital service.

The Company continually evaluates the possibilftaaguiring additional telecommunications operagiamd expects to continue its lotegm
strategy of pursuing the acquisition of attractteenmunications properties in exchange for cashyrgazs or both. The Company generally
does not announce its acquisitions until it hagmrutinto a preliminary or definitive agreemente®the past few years, the amount and size
of communications properties available to be pusedaby the Company has increased substantiallyCbingpany may require additional
financing in connection with any such acquisitioihiee consummation of which could have a materigldot on the Company's financial
condition or operations. Approximately 4.6 millishares of CenturyTel common stock and 200,000 slwr€enturyTel preferred stock
remain available for future issuance in connectiith acquisitions under CenturyTel's acquisitiorl§hegistration statement.

The following table contains certain informatiomcerning the Company's material contractual olibgatas of December 31, 20(



Payments due by period

Total contractual Lesst han After
obligations Total 1lyea r 1-3 years 4-5years  5year s

(Dollars in thousands)
Long-term debt,
including current
maturities $3,043,334 955,8 34 141,546 360,399 1,585 ,555

Verizon purchase
price obligation $2,159,000 2,159,0 00

As of December 31, 2001, the Company has an aggre§8499.1 million of debt outstanding under edif facility and a note that expires
becomes due in August 2002 and has an additiorié f4dllion in bonds that must be mandatorily rededrhy the Company in October 2002
if the remarketing dealer for these bonds doepunathase and remarket the bonds in accordanceawémarketing agreement. The Comp
intends to refinance such debt on a long-term basis

As of December 31, 2001, the Company had availsd®.1 million of undrawn committed bank lines cédit and the Company's telephone
subsidiaries had available for use $123.0 millibnammitments for long-term financing from the Rldtilities Service and Rural Telephone
Bank. In addition, in October 2000 the Company enpénted a commercial paper program that authdtise€ompany to have outstanding
up to $1.5 billion in commercial paper at any oinget As of December 31, 2001, the Company had andétg $23.0 million under such
program. The Company also has access to debt aiity egpital markets, including its shelf registoat statements.

Moody's Investors Service ("Moody's") rates Cenfialis long-term debt rating Baa2 (with a stabldamnk) and Standard & Poor's ("S&P")
rates CenturyTel's long-term debt BBB+ (with a negaoutlook). The Company's commercial paper progrs rated P2 by Moody's and A2
by S&P.

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

200 1 2000 1999
Debt to total capitalization 57. 0% 63.1 53.7
Ratio of earnings to fixed charges
and preferred stock dividends 34 0 3.07 3.75

Ratio of earnings, excluding nonrecurring
items, to fixed charges and
preferred stock dividends 2.5 7 3.01 3.45




REGULATION AND COMPETITION

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

Events affecting the communications industry. I88,%he United States Congress enacted the Teleooinations Act of 1996 (the "1996
Act"), which obligates LECs to permit competitoosiiterconnect their facilities to the LEC's netlwand to take various other steps that are
designed to promote competition. The 1996 Act mlesicertain exemptions for rural LECs such as thpseated by the Company. Under the
FCC's August 1996 order implementing most of th@618ct's interconnection provisions, rural LECs édlve burden of proving the
availability of these exemptions.

Prior to and since the enactment of the 1996 AetRCC and a number of state legislative and régyl&odies have also taken steps to fc
local exchange competition. Coincident with thisenet movement toward increased competition has theegradual reduction of regulatory
oversight of LECs. These cumulative changes haléol¢he continued growth of various companies jgliog services that compete with
LECs' services. Wireless services entities areetpected to increasingly compete with LECs.

As mandated by the 1996 Act, in May 2001 the FCdifreal its existing universal service support matha for rural telephone companies.
The FCC adopted an interim mechanism for a fiva-peaiod, effective July 1, 2001, based on embeddeHistorical, costs that will provide
predictable levels of support to rural local exdpararriers, including substantially all of the Gmamy's local exchange carriers. The
Company estimates (based on current operationsiient nationwide average cost per loop and ddwors) that such ruling will increase
the Company's level of universal service suppaims by approximately $7 million on an annualibadis compared to previous levels.
During 2001 the Company's revenues from the fedamakrsal service fund totaled approximately $Z68illion (which includes $21.6
million from the Verizon properties acquired in B)0During 2000, such revenues totaled $146.4 aniliwhich includes $8.3 million from
the Verizon properties.)

On October 11, 2001, the FCC modified its inteestaicess charge rules and universal service supysiem for rate of return local exchange
carriers, which includes all of the Company's laathange carriers. This order, among other thifiggicreases the caps on the subscriber
line charges ("SLC") to the levels paid by mostsautibers nationwide; (ii) allows limited SLC deaaging, which is expected to enhance the
competitiveness of rate of return carriers by givinem pricing flexibility; (i) lowers per minuteates collected for federal access charges,
which might increase competition with CenturyTédisg distance operations to the extent other aarseek to take advantage of this change;
(iv) creates a new explicit universal service supptechanism that will replace other implicit supgpoechanisms in a manner designed to
ensure that rate structure changes do not affeat\thrall recovery of interstate access costs teyafreturn carriers serving high cost areas
and (v) terminates the FCC's proceeding on theesepiption of the authorized rate of return foerat return LECs, which will remain at
11.25%. The Company expects the order to be impitedeon a revenue neutral basis for interstateqaaeg although there can be no
assurance to this effect. Other proposals submitt¢ide FCC by the Multi-Association Group reprdBenrural carriers were rejected or
deferred for additional comment.

Recent events affecting the Company. During thieféas years, several states in which the Compasyshastantial operations took
legislative or regulatory steps to further introdwompetition into the LEC business. The numbeoafipanies which have requested
authorization to provide local exchange servicthenCompany's service areas has increased in rgearst, especially in the newly-acquired
Verizon markets, and it is anticipated that simélation may be taken by others in the future.

State alternative regulation plans recently adoptedertain of the Company's LECs have also aftemgenue growth recently. Although the
Company believes that these plans may be favonale future as additional revenue streams arecddd cost efficiencies are obtained,
there can be no assurance that current or futtemative regulation plans will not reduce futuegenue growth.

Certain long distance carriers continue to reqtregtthe Company reduce intrastate access tarided for certain of its LECs. There is no
assurance that these requests will not resultdaaed intrastate access revenues in the futusddition, the Company continues to receive
pressure from other cellular operators to redueening rates in the Company's cellular marketsesponse, the Company anticipates that it
will continue to enter into agreements that witluee its roaming rates from current levels. The Gany further anticipates that the adverse
impact of reduced roaming rates may be partialigetfby increased roaming traffic.

In August 2001, the Company was awarded an intadoess rate increase by the WPSC for the formaeMeproperties in Wisconsin in an
amount of approximately $7.9 million annually. Suates are subject to refund pending an order kstiéty permanent rates.

On October 31, 2001, the WPSC approved a permaagnincrease of $8.3 million annually for the loeeachange properties that the
Company acquired from Ameritech in December 199 WPSC ordered the Company to refund a portiorb(#dllion) of the previously
approved interim rates. Such refund had the effeatone-time reduction in revenue of approxima&300,000 as the Company was not
recognizing 100% of the interim rates as revenepagately, the WPSC ordered the Company to refaddrdmillion related to access chat
collected from interexchange carriers on the forfmeritech properties from December 1998 througb02@uch ruling was upheld upon
appeal in Wisconsin State Court. The Company iseatily appealing this ruling to the State of WissionCourt of Appeals. If this appeal is
unsuccessful, the Company will have to record atone charge of $.03 per share.

In August 2001, the Arkansas Public Utility Comniss("APUC") approved tariff amendments that lithie number of minutes included for
a flat rate in certain optional calling plans imteé of the acquired Verizon markets. Once futhplemented in January 2002, the Comp



anticipates that these tariff revisions will redtice level of its operating expenses by approxilp&20 million annually.

On March 13, 2002, the Arkansas Court of Appeatsated two orders issued by the APUC in connectiith the Company's acquisition of
its Arkansas' LECs from Verizon in July 2000, aathanded the case back to the APUC for further hgariThe Court took these actions in
response to challenges to the rates the Companghlaaged other LECs for intrastate switched acsessce. The Company intends to move
for a rehearing of the Court's decision, and isenily evaluating the legal and financial implicais of the Court's decision.

Competition to provide traditional telephone seggithas thus far affected large urban areas toadegrextent than rural, suburban and small
urban areas such as those in which the Compamgfshtme operations are located. Although the Compaes not believe that the increased
competition it has thus far experienced is likelyraterially affect it in the near term, the Companticipates that regulatory changes and
competitive pressures may result in future revaedections. While the Company expects its telepliemenues to continue to grow, its
internal telephone revenue growth rate has staotstbw in recent years and may continue to slovinguupcoming periods.

The Company's wireless operations are subjecttteased competition from large wireless carriefsrofg nationwide calling plans. The
Company does not offer a nationwide calling plath&t time and may be hindered in its ability tongete for customers seeking these plans.
Additionally, several wireless carriers have taketial steps to abandon the TDMA standard usethieyCompany and to provide enhanced
"next generation" wireless services utilizing diffet technologies. If the Company elects to comtittuuse the TDMA standard or to forego
implementation of enhanced wireless services, tbanébe no assurance that the Company will betabikceive support from vendors or to
compete effectively against competitors using déffeé technologies or offering more services. Festhand other reasons, in August 2001
Company announced that it is exploring the potésgparation of its wireless business from its otigerations.

Other matters. The Company's regulated telephoagatipns are subject to the provisions of SFASURtler which the Company is required
to account for the economic effects of the rateimgkrocess, including the recognition of depréciabf plant and equipment over lives
approved by regulators. The ongoing applicabilitsBAS 71 to the Company's regulated telephoneatipas is being monitored due to the
changing regulatory, competitive and legislativeimnments. When the regulated operations of they@my no longer qualify for the
application of SFAS 71, the net adjustments reguinay result in a material, extraordinary, nonoasrge against earnings. The propertit
be acquired from Verizon in 2002 are not expeabeloet accounted for under the provisions of SFASSEE Note 14 of Notes to Consolidated
Financial Statements for additional information.

The Company has certain obligations based on fedtate and local laws relating to the protectibthe environment. Costs of compliance
through 2001 have not been material, and the Coynpamently has no reason to believe that suchsagit become material.

Item 7a. Quantitative and Qualitative Disclosure Alout Market Risk

Approximately 90% of the Company's long-term ddiitgations are fixed rate. At December 31, 200#,ftdir value of the Company's long-
term debt was estimated to be $3.0 billion basethermoverall weighted average rate of the Compdagig-term debt of 6.7% and an overall
weighted maturity of 10 years compared to termsrates currently available in lortgfm financing markets. For purposes hereof, maigike

is estimated as the potential decrease in fairevafithe Company's long-term debt resulting fronypothetical increase of 67 basis points in
interest rates (which represents ten percent o€tirapany's overall weighted average borrowing r&ath an increase in interest rates w:
result in approximately a $96.4 million decreaséainvalue of the Company's long-term debt. ADetember 31, 2001, the Company owed
$353.0 million of debt on a floating-rate basis.

As of December 31, 2001, the Company had outstgratininterest rate swap relating to $191.1 milbéits floating rate debt designed to
eliminate the variability of cash flows in the pagmt of interest related to such debt. Under thiggswvhich expires in August 2002, the
Company realizes a fixed effective rate of 4.845% @eceives or makes settlement payments basedthipahree-month London InterBank
Offered Rate, with settlement and rate reset detdser-month intervals through the expiration d¢



Item 8. Financial Statements and Supplementary Data
Report of Management

The Shareholders
CenturyTel, Inc.:

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

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

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

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

/sl R Stewart Ew ng, Jr.
R Stewart Ewi ng, Jr.
Executive Vice President and Chief Financial Oficer



Independent Auditors' Report

The Board of Directors
CenturyTel, Inc.:

We have audited the consolidated financial statésn@&nCenturyTel, Inc. and subsidiaries as listettém 14a(i). In connection with our
audits of the consolidated financial statementsalse have audited the financial statement schediddisted in Item 14a(ii). These
consolidated financial statements and financidkstant schedules are the responsibility of the Gomps management. Our responsibility is
to express an opinion on these consolidated fimastatements and financial statement schedulesitms our audits.

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

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenégpects, the financial position of
CenturyTel, Inc. and subsidiaries as of DecembeRBQ1 and 2000, and the results of their operatéomd their cash flows for each of the
years in the thre-year period ended December 31, 2001, in conformitly accounting principles generally acceptechim tynited States of
America. Also in our opinion, the related financgtdtement schedules, when considered in relatitimet basic consolidated financial
statements taken as a whole, present fairly, imaterial respects, the information set forth threre

/sl KPMG LLP
KPMG LLP

Shreveport, Louisiana
January 30, 2002



OPERATING REVENUES
Telephone
Wireless
Other

Total operating revenues

OPERATING EXPENSES
Cost of sales and operating expenses
Depreciation and amortization

Total operating expenses

OPERATING INCOME

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

Total other income (expense)

INCOME BEFORE INCOME TAX EXPENSE
Income tax expense

CENTURYTEL, INC.
Consolidated Statements of Income

Year ended December 31,

2001 2000 1999

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

$ 1,505,733 1,253,969 1,126,11
437,965 443,569 422,26
173,771 148,388 128,28

2,117,469 1,845,926 1,676,66

1,086,166 932,457 819,78
473,384 388,056 348,81

1,559,550 1,320,513 1,168,60

557,919 525,413 508,06

199,971 20,593 62,80

(225,523)  (183,302) (150,55
27,460 26,986 27,67

(11,812)  (10,201) (27,91
5,041 6,696 9,19

(4,863)  (139,228) (78,79

553,056 386,185 429,27
210,025 154,711 189,50

NET INCOME $ 343,031 231,474 239,76
BASIC EARNINGS PER SHARE $ 2.43 1.65 1.7
DILUTED EARNINGS PER SHARE $ 241 1.63 1.7
DIVIDENDS PER COMMON SHARE $ .20 .19 1

AVERAGE BASIC SHARES OUTSTANDING

140,743 140,069 138,84

AVERAGE DILUTED SHARES OUTSTANDING

142,307 141,864 141,43

See accompanying notes to consolidated finanasdsients
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CENTURYTEL, INC.
Consolidated Statements of Comprehensive Income

Year ended December 31,

2001 2000 1999

(Dollars in thousands)

NET INCOME $ 343,031 231,474 239,76

OTHER COMPREHENSIVE INCOME, NET OF TAXES

Unrealized holding gains (losses) arising during period,

net of $5,385, ($20,941) and $38,473 taxes 9,999 (38,891) 71,44

Less: reclassification adjustment for gains incl uded

in net income, net of $19,100 and $7,702 taxes (35,470) - (14,30

Other comprehensive income, net of ($13,715),

($20,941) and $30,771 taxes (25,471) (38,891) 57,14
COMPREHENSIVE INCOME $ 317,560 192,583 296,91

See accompanying notes to consolidated finanassients
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CENTURYTEL, INC.
Consolidated Balance Sheets

December 31,

2001 200
(Dollars in thousands
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 13,362 19,
Accounts receivable
Customers, less allowance of $16,359 and $ 12,857 147,259 182,
Other 106,835 124,
Materials and supplies, at average cost 20,239 38,
Other 12,578 11,
Total current assets 300,273 376,
NET PROPERTY, PLANT AND EQUIPMENT 2,999,563 2,959,
INVESTMENTS AND OTHER ASSETS
Excess cost of net assets acquired, less accum ulated
amortization of $288,760 and $219,809 2,471,484 2,509,
Other 547,364 548,
Total investments and other assets 3,018,848 3,057,
TOTAL ASSETS $ 6,318,684 6,393,
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Current maturities of long-term debt $ 955,834 149,
Short-term debt 53,000 276,
Accounts payable 87,439 127,
Accrued expenses and other current liabilities
Salaries and benefits 47,129 33,
Taxes 42,711 40,
Interest 49,358 52,
Other 18,771 23,
Advance billings and customer deposits 39,714 40,
Total current liabilities 1,293,956 743,
LONG-TERM DEBT 2,087,500 3,050,
DEFERRED CREDITS AND OTHER LIABILITIES 599,848 567,

STOCKHOLDERS' EQUITY
Common stock, $1.00 par value, authorized 350,
issued and outstanding 141,232,806 and 140,66
Paid-in capital
Unrealized holding gain on investments, net of
Retained earnings
Unearned ESOP shares
Preferred stock - non-redeemable

Total stockholders' equity

TOTAL LIABILITIES AND EQUITY

000,000 shares,

7,251 shares 141,233 140,
524,668 5009,
taxes - 25,
1,666,004 1,351,
(2,500) 3,
7,975 7,
2,337,380 2,032,
$ 6,318,684 6,393,

See accompanying notes to consolidated finanasdsients
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CENTURYTEL, INC.
Consolidated Statements of Ca sh Flows

Year ended December 31,

2001 2000 1 999

(Dollars in thousands)

OPERATING ACTIVITIES
Net income $ 343,031 231,474 239 ,769
Adjustments to reconcile net income to net
cash provided by operating activities

Depreciation and amortization 473,384 388,056 348 ,816
Income from unconsolidated cellular entitie 5 (27,460) (26,986) 27 ,675)
Minority interest 11,812 10,201 27 ,913
Deferred income taxes 56,645 41,820 (17 ,139)
Nonrecurring gains and losses, net (199,971) (20,593) (62 ,808)
Changes in current assets and current liabi lities

Accounts receivable 53,071 (82,252) (15 ,181)

Accounts payable (39,848) 48,653 (11 ,469)

Accrued taxes 2,688 (967) (59 ,571)

Other current assets and other current

liabilities, net 20,916 3,605 @ ,354)
Increase in noncurrent assets (65,698) (46,026) (30 ,375)
Increase (decrease) in other noncurrent lia bilities 6,656 4,087 5 ,311)
Other, net 30,136 11,394 23 ,087

Net cash provided by operating activitie S 665,362 562,466 408 , 702

INVESTING ACTIVITIES

Acquisitions, net of cash acquired (47,131) (1,540,856) (20 ,972)
Payments for property, plant and equipment (506,727) (449,537) (389 ,980)
Proceeds from sale of assets 166,245 29,495 484 467
Collection of note receivable 86,502 - -
Distributions from unconsolidated cellular ent ities 30,856 35,842 22 ,219
Contribution from minority investor - 20,000 -
Purchase of life insurance investment, net (1,086) (5,753) (2 ,545)
Other, net (4,325) (3,267) (23 ,416)
Net cash provided by (used in) investing activities  (275,666) (1,914,076) 69 773

FINANCING ACTIVITIES

Proceeds from issuance of debt 3,896 2,715,852 15 ,533
Payments of debt (379,516) (1,375,895) (438 ,399)
Payment of deferred hedge contracts - (4,345) -
Proceeds from issuance of common stock 7,351 7,996 19 ,182
Payment of debt issuance costs - (4,274) -
Cash dividends (28,653) (26,815) (25 ,413)
Other, net 1,549 1,490 1 ,520
Net cash provided by (used in) financing activities  (395,373) 1,314,009 (427 ,577)
Net increase (decrease) in cash and cash equivalent S (5,677) (37,601) 50 ,898
Cash and cash equivalents at beginning of year 19,039 56,640 5 742
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 13,362 19,039 56 ,640

See accompanying notes to consolidated financitéstents



CENTURYTEL, INC.

Consolidated Statements of Stockholders' Equity

COMMON STOCK
Balance at beginning of year
Conversion of convertible securities into comm
Issuance of common stock through dividend
reinvestment, incentive and benefit plans

Balance at end of year

PAID-IN CAPITAL
Balance at beginning of year
Conversion of convertible securities into comm
Issuance of common stock through dividend
reinvestment, incentive and benefit plans
Amortization of unearned compensation and othe

Balance at end of year

Year ended December 31,

2001

2000 1

(Dollars and shares in thousa

UNREALIZED HOLDING GAIN ON INVESTMENTS, NET OF TAXE S

Balance at beginning of year
Change in unrealized holding gain on investmen
net of taxes

Balance at end of year

RETAINED EARNINGS
Balance at beginning of year
Net income
Cash dividends declared
Common stock - $.20, $.19 and $.18 per sha
Preferred stock

Balance at end of year

UNEARNED ESOP SHARES
Balance at beginning of year
Release of ESOP shares

Balance at end of year

PREFERRED STOCK - NON-REDEEMABLE
Balance at beginning of year
Conversion of preferred stock into common stoc

Balance at end of year

TOTAL STOCKHOLDERS' EQUITY

COMMON SHARES OUTSTANDING
Balance at beginning of year
Conversion of convertible securities into comm
Issuance of common stock through dividend
reinvestment, incentive and benefit plans

Balance at end of year

$ 140,667 139,946 138
on stock 254 254
312 467 1
141,233 140,667 139
509,840 493,432 451
on stock 3,046 3,046 3
7,039 7,529 17
r 4,743 5,833 21
524,668 509,840 493
25,471 64,362 7
ts,
(25,471) (38,891) 57
- 25,471 64
1,351,626 1,146,967 932
343,031 231,474 239
re (28,254) (26,416) (25
(399) (399)
1,666,004 1,351,626 1,146
(3,500) (4,690) (6
1,000 1,190 1
(2,500) (3,500) (4
7,975 7,975 8
K - -
7,975 7,975 7
$ 2,337,380 2,032,079 1,847
140,667 139,946 138
on stock 254 254
312 467 1
141,233 140,667 139

See accompanying notes to consolidated finanasdsients
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CENTURYTEL, INC.
Notes to Consolidated Financial Statements DeceBihe2001
(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidation - The consolidated ficial statements of CenturyTel, Inc. and its subsies (the "Company") include the
accounts of CenturyTel, Inc. ("CenturyTel") andnitajority-owned subsidiaries and partnerships. Chmpany's regulated telephone
operations are subject to the provisions of StatgémkFinancial Accounting Standards No. 71, "Aacting for the Effects of Certain Types
of Regulation." Investments in cellular entitiesesd the Company does not own a majority interesaacounted for using the equity method
of accounting.

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

Revenue recognition - Revenues are generally rézedrand earned when evidence of an arrangemesisegervice has been rendered, the
selling price is determinable and collectibilityresasonably assured. Certain of the Company'shietepsubsidiaries participate in revenue
sharing arrangements with other telephone compdmiesterstate revenue and for certain intrastatenue. Such sharing arrangements are
funded by toll revenue and/or access charges wétfaite jurisdictions and by access charges imtieestate market. Revenues earned through
the various sharing arrangements are initially réed based on the Company's estimates.

Property, plant and equipment - Telephone plastated substantially at original cost. Normal egtients of telephone plant are charged
against accumulated depreciation, along with ttstscof removal, less salvage, with no gain or tessgnized. Renewals and betterments of
plant and equipment are capitalized while repaissyell as renewals of minor items, are chargesp&rating expense. Depreciation of
telephone plant is provided on the straight linehmeé using class or overall group rates acceptahlegulatory authorities; such rates range
from 1.8% to 25%.

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

Long-lived assets - Through December 31, 2001¢@om@lance with Statement of Financial Accountingn8ards No. 121, "Accounting for
the Impairment of Long-lived Assets and for Longgelil Assets to be Disposed of" ("SFAS 121"), theyiag value of long-lived assets,
including property, plant and equipment and alledajoodwill, was reviewed for impairment at leastwally, or whenever events or changes
in circumstances indicated that such carrying valas not recoverable, by assessing the recoveyabilsuch carrying value through
estimated undiscounted future net cash flows ergect be generated by the assets or the acquistddss. Through December 31, 2001,
substantially all of the Company's goodwill wasrgeamortized over 40 years. In accordance witreStant of Financial Accounting
Standards No. 142, "Goodwill and Other Intangiblesdéts" ("SFAS 142"), effective January 1, 2002 dyab will no longer be subject to
amortization but instead will be tested for impamhat least annually. Effective January 1, 20@&teBnent of Financial Accounting
Standards No. 144, "Accounting for the ImpairmenD@posal of Long-lived Assets" ("SFAS 144"), aglsies financial accounting and
reporting for the impairment or disposal of longelil assets, excluding goodwill. SFAS 144 retaiesftindamental recognition and
measurement provisions of SFAS 121.

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

Income taxes - CenturyTel files a consolidated faldacome tax return with its eligible subsidiaidhe Company uses the asset and liability
method of accounting for income taxes under whiefeided tax assets and liabilities are establisbethe future tax consequences
attributable to differences between the finandialesnent carrying amounts of assets and liabildigs their respective tax bases. Investment
tax credits related to telephone plant have beé&rm@e and are being amortized as a reductiondsréd income tax expense over the
estimated useful lives of the assets giving risthéocredits.

Derivative financial instruments - Effective Januar 2001, the Company adopted Statement of FiahAcicounting Standards No. 133,
"Accounting for Derivative Instruments and Hedgigivities" ("SFAS 133"). SFAS 133 requires all ttive instruments be recognized as
either assets or liabilities at fair value on tiadabce sheet. The Company had no derivative ingntsroutstanding at January 1, 2001 and
thus no transition adjustment was recorded upoptamoof SFAS 133. As of December 31, 2001, the gamy had outstanding an interest
rate swap relating to $191.1 million of its floatirate debt designed to eliminate the variabilitgash flows in the payment of interest related
to such debt. The swap expires in August 2002.0dmpany realizes a fixed effective rate of 4.845% @ceives or makes settlement
payments based upon the tt-month London InterBank Offered Rate, with settletraard rate reset dates at tt-month intervals through tt



expiration date. The Company does not utilize deive financial instruments for trading or otheesplative purposes.

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

Stock compensation - The Company accounts for eyaplstock compensation plans using the intrindigevenethod in accordance with
Accounting Principles Board Opinion No. 25, "Accting for Stock Issued to Employees," as allowedhtement of Financial Accounting
Standards No. 123, "Accounting for Stock-Based Cemsption."

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

Reclassifications - Certain amounts previously regzbfor prior years have been reclassified to aonfwith the 2001 presentation.
(2) ACQUISITIONS

On July 31, 2000 and September 29, 2000, affiliaféghe Company acquired over 490,000 telephonesaciines and related assets from
Verizon Communications, Inc. ("Verizon") in fourpegate transactions for approximately $1.5 billiiocash. Under these transactions:

o On July 31, 2000, the Company purchased apprd&lyna31,000 telephone access lines and related éochange assets comprising 106
exchanges throughout Arkansas for approximatel2$8ulion in cash.

0 On July 31, 2000, Spectra Communications Grolyg; ('Spectra") purchased approximately 127,000ptedeme access lines and related
local exchange assets comprising 107 exchangesghooit Missouri for approximately $297 million cagts of December 31, 2001, the
Company owns 75.7% of Spectra, which was orgartzedquire and operate these Missouri propertieslosing, the Company made a
preferred equity investment in Spectra of approxétya$b55 million (which represented a 57.1% intérasd financed substantially all of the
remainder of the purchase price. In the first qgrast 2001, the Company purchased an addition&%8nterest in Spectra for $47.1 million.

0 On September 29, 2000, the Company purchasedxapately 70,500 telephone access lines and relatad exchange assets comprising
42 exchanges throughout Wisconsin for approximak&g7 million in cash.

0 On September 29, 2000, Telephone USA of Wiscohsi€@ (“TelUSA") purchased approximately 62,90C(fhone access lines and related
local exchange assets comprising 35 exchangesghoot Wisconsin for approximately $172 million iast). The Company owns 89% of
TelUSA, which was organized to acquire and opédiese Wisconsin properties. At closing, the Compaage an equity investment in
TelUSA of approximately $37.8 million and financaubstantially all of the remainder of the purchasee.

To finance these acquisitions on a short-term b#sisCompany borrowed $1.157 billion on a floatiate basis under its $1.5 billion credit
facility with Bank of America, N.A. and Citibank,.N., and borrowed $300 million on a floating-ratsts under its 1997 credit facility with
Bank of America, N.A.

On October 19, 2000, the Company issued $500 mitic8.375% Senior Notes, Series H, due 2010, 400 #illion of 7.75% Remarketak
Senior Notes, Series |, due 2012 (with a remarigeadate of October 15, 2002). The net proceeds mioagmately $908 million (excluding tt
Company's payments of approximately $12.3 millissagiated with related interest rate hedging) wesesl to repay a portion of the $1.457
billion of aggregate indebtedness the Company mecuunder its credit facilities in connection witte Verizon acquisitions.

The following pro forma information represents tumsolidated results of operations of the Company the above-described Verizon
acquisitions had been consummated as of Janu@g00,and 1999.

Year ended December 31, 20 00 1999
( Dollars, except per share
amounts, in thousands)
(unaudited)

Operating revenues $ 2,054, 198 2,015,992

Net income $ 210, 336 198,659

Basic earnings per share $ 1 .50 1.43

Diluted earnings per share $ 1 .48 1.41

The pro forma information above is not necessanmilijcative of the operating results that would haeeurred if the Verizon acquisitions had
been consummated as of January 1 of each respeetiiel, nor is it necessarily indicative of suhsenf or future operating results. The pro
forma information does not give effect to any ptisamevenue enhancements or cost synergies or ofierating efficiencies that have
resulted or could result from the acquisitions. &htual results of operations of the Verizon prépsrare included in the Compan



consolidated financial statements only from thesddtacquisition.
(3) INVESTMENTS IN UNCONSOLIDATED CELLULAR ENTITIES

The Company's share of earnings from cellular iestih which it does not own a majority intereshigh is included in "Income from
unconsolidated cellular entities” in the Compa@dssolidated Statements of Income) was $28.6 mjl28.1 million and $28.8 million in
2001, 2000 and 1999, respectively, and is net afrimation of goodwill attributable to such invesnts which totaled $1.1 million for all
three periods. Over 71% of the 2001 income fronpusolidated cellular entities was attributableh® tollowing investments.

Ownership interest

GTE Mobilnet of Austin Limited Partnership 35%
Alltel Cellular Associates of Arkansas Limited Part nership 36%
Detroit SMSA Limited Partnership 3%
Michigan RSA #9 Limited Partnership 43%
Cellular North Michigan Network General Partnership 49%
Lafayette MSA Limited Partnership 49%
Wisconsin RSA #1 Limited Partnership 42%
Wisconsin RSA #7 Limited Partnership 23%

Based primarily on data furnished to the Companthingl parties, the following summarizes the ungdicombined assets, liabilities and
equity, and the unaudited combined results of djwers, of the cellular entities in which the Comparinvestments (as of December 31, 2
and 2000) were accounted for by the equity method.

December 31, 2001 2000

(Dollars in thousands)
(unaudited)

Assets
Current assets $ 243,536 305,366
Property and other noncurrent assets 1,058,410 996,702

$ 1,301,946 1,302,068

Liabilities and equity

Current liabilities $ 85,860 153,797
Noncurrent liabilities 235,926 138,642
Equity 980,160 1,009,629

$ 1,301,946 1,302,068

Year ended December 31, 2001 2000 1999
(Dollars in thousands)
(unaudited)
Results of operations
Revenues $ 1,71 9,370 1,539,459 1,398,314
Operating income $ 43 9,687 495,971 427,274
Net income $ 43 4,495 481,923 416,740

(4) INVESTMENTS AND OTHER ASSETS
Investments and other assets at December 31, 2@02000 were composed of the following:

December 31, 2001 2000

(Dollars in thousands)

Excess cost of net assets acquired, less accumulate d

amortization $2,471,484 2,509,033
Billing system development costs 139,503 73,805
Investments in unconsolidated cellular entities 102,056 117,942
Cash surrender value of life insurance contracts 99,835 96,065
Marketable equity securities - 42,801
Other 205,970 217,847

$ 3,018,848 3,057,493




Amortization of goodwill and other intangibles 649 million, $60.1 million and $52.0 million fo0R1, 2000 and 1999, respectively, is
included in "Depreciation and amortization" in thempany's Consolidated Statements of Income. lardaoce with SFAS 142, effective
January 1, 2002, goodwill will no longer be subjiecamortization but instead will be tested for aiyment at least annually.

The Company is in the process of developing amgiated billing and customer care system. The dosdgvelop such system have been
capitalized in accordance with Statement of Pasi@i8-1, "Accounting for the Costs of Computer SoftwarvBloped or Obtained for Inter
Use," and aggregated $139.5 million and $73.8 amlat December 31, 2001 and 2000, respectivelyh Sosts are expected to be amortized
over a twent-year period once the system is fully operationdli¢lv is expected to occur in early 20C



(5) PROPERTY, PLANT AND EQUIPMENT
Net property, plant and equipment at December 821 2nd 2000 was composed of the followi

December 31, 2001 2000

(Dollars in thousands)
Telephone, at original cost

Cable and wire $ 3,009,720 2,817,797
Central office 1,829,945 1,656,898
General support 340,416 327,766
Information origination/termination 42,038 53,344
Construction in progress 64,560 136,755
Other 5,576 7,248
5,292,255 4,999,808
Accumulated depreciation (2,839,268) (2,552,648)
2,452,987 2,447,160

Wireless, at cost

Cell site 420,943 366,855
General support 108,670 105,951
Construction in progress 38,881 49,799
Other 341 79
568,835 522,684
Accumulated depreciation (305,414) (261,401)
263,421 261,283

Other, at cost

General support 309,500 272,286
Fiber network 72,410 60,649
Other 65,010 59,089
446,920 392,024
Accumulated depreciation (163,765) (141,174)
283,155 250,850
Net property, plant and equipment $ 2,999,563 2,959,293

Depreciation expense was $398.5 million, $328.0ioniland $296.8 million in 2001, 2000 and 1999 pesdively. The composite depreciat
rate for telephone properties was 6.8% for 20%/for 2000 and 7.0% for 199



(6) LONG-TERM AND SHORT-TERM DEBT

The Company's long-term debt as of December 311 20@ 2000 was as follows:

December 31, 2001 2000
(Dollars in thousands)
CenturyTel
2.21%* senior credit facility, due through 20 02 $ 300,000 300,000
4.85% note, due through 2002 199,125 250,625
Senior notes and debentures:
7.75% Series A, due 2004 50,000 50,000
8.25% Series B, due 2024 100,000 100,000
6.55% Series C, due 2005 50,000 50,000
7.20% Series D, due 2025 100,000 100,000
6.15% Series E, due 2005 100,000 100,000
6.30% Series F, due 2008 240,000 240,000
6.875% Series G, due 2028 425,000 425,000
8.375% Series H, due 2010 500,000 500,000
7.75% Series |, remarketable 2002 400,000 400,000
9.38% notes, due through 2003 7,975 12,000
6.86%** Employee Stock Ownership
Plan commitment, due in installments through 2004 2,500 3,500
Net unamortized premium and discounts 11,036 12,012
Other 175 201
Total CenturyTel 2,485,811 2,543,338
Subsidiaries

First mortgage debt
5.91%** notes, payable to agencies of the

U. S. government and cooperative lendin g
associations, due in installments throu gh 2025 265,240 278,079
7.98% notes, due through 2002 5,419 5,582
Other debt
7.03%** unsecured medium-term notes, due through 2008 271,135 333,158
6.88%** notes, due in installments throug h 2020 6,725 23,365
6.50% note - 3,300
7.51%** capital lease obligations, due th rough 2008 9,004 13,432
Total subsidiaries 557,523 656,916
Total long-term debt 3,043,334 3,200,254
Less current maturities 955,834 149,962
Long-term debt, excluding current maturities $ 2,087,500 3,050,292

*variable interest rate at December 31, 2001 **ginéd average interest rate at December 31, 2001

The approximate annual debt maturities for the jigars subsequent to December 31, 2001 are aw#IRD02 - $955.8 million (assuming
the Company's Series | notes are redeemed by tmp&uwy in 2002); 2003 - $69.5 million; 2004
- $72.0 million; 2005 - $246.0 million; and 2006114.4 million.

Certain of the loan agreements of CenturyTel amdubsidiaries contain various restrictions, amehigh are limitations regarding issuance
of additional debt, payment of cash dividends, ge&ition of capital stock and other matters. Idiidn, the transfer of funds from certain
consolidated subsidiaries to CenturyTel is restddiy various loan agreements. Subsidiaries whigle tbans from government agencies and
cooperative lending associations, or have issustrfiortgage bonds, generally may not loan or aclvamy funds to CenturyTel, but may |
dividends if certain financial ratios are met. Aéd@mber 31, 2001, restricted net assets of sulisli@ere $588.4 million and subsidiaries'
retained earnings in excess of amounts restrigtetebt covenants totaled $1.8 billion. At Decemikr2001, all of the consolidated retained
earnings reflected on the balance sheet was alailaldler CenturyTel's loan agreements for the datiden of dividends.

Most of the Company's telephone property, plantemdpment is pledged to secure the long-term oebtbsidiaries.

During 2000, the Company borrowed $1.157 billionedifoating-rate basis under its 364-day, $1.5dvilcredit facility with Bank of
America, N.A. and Citibank, N.A., and borrowed $38@illion on a floating-rate basis under its 199D@3nillion credit facility with Bank of
America, N.A. The proceeds were utilized to finaacgubstantial portion of the Verizon acquisitianaoshort-term basis. See Note 2 for
additional information.

On October 19, 2000, the Company issued $500 mitic8.375% Senior Notes, Series H, due 2010, 400 #illion of 7.75% Remarketak
Senior Notes, Series |, due 2012 (with a remarkeadmie of October 15, 2002) under its $2.0 bilbtwelf registration statement filed in May
2000. The Series | notes will bear interest atr#te of 7.75% per year through October 15, 2002dwis the first remarketing date), and tt



at a fixed or floating rate. On the remarketinged#te Series | notes will be purchased and rertedi®y the Company's remarketing deale
mandatorily redeemed by the Company. The net pdsckem the sale of the Series H and | notes of@@mately $908 million (including
the payment made to the Company for the remarkejitign granted to the remarketing dealer, butwedioly the Company's payments
associated with related interest rate hedging) weeel to repay a portion of the $1.457 hillion gfeegate indebtedness the Company
incurred under its credit facilities in connectiwith the Verizon acquisition.

Subsequent to the issuance of permanent finandiag;ommitted amount under the Company's 364-da, lillion credit facility was
reduced to $500 million in accordance with its terfhe Company also has outstanding indebtedneles other short-term revolving credit
facilities and through its commercial paper progrdime total amount outstanding under these shaori-tacilities aggregated $53.0 million at
December 31, 2001 and $276.0 million at DecembeRBQ0. The weighted average interest rate of tragany's short-term debt was 2.6%
and 7.3% at December 31, 2001 and 2000, respectivel

As of December 31, 2001, the Company had outstgratininterest rate swap relating to $191.1 milbéits floating rate debt designed to
eliminate the variability of cash flows in the pagmt of interest related to such debt. Under thiggswvhich expires in August 2002, the
Company realizes a fixed effective rate of 4.845% @ceives or makes settlement payments basedthip@imonth London InterBank
Offered Rate, with settlement and rate reset detdsee-month intervals through the expiratioredat

At December 31, 2001, the Company had availabl®$4million of undrawn committed bank lines of dtexhd the Company's telephone
subsidiaries had available for use $123.0 millibnammitments for long-term financing from the Rttilities Service and Rural Telephone
Bank.

(7) DEFERRED CREDITS AND OTHER LIABILITIES
Deferred credits and other liabilities at Decenier2001 and 2000 were composed of the following:

December 31, 2001 2000

(Dollars in thousands)

Deferred federal and state income taxes $ 345,772 298,451
Accrued postretirement benefit costs 128,419 118,614
Minority interest 66,747 88,295
Regulatory liability - income taxes 5,657 8,528
Deferred investment tax credits 530 1,053
Other 52,723 52,608
$ 599,848 567,549

(8) STOCKHOLDERS' EQUITY

Common stock - Unissued shares of CenturyTel comstack were reserved as follows:

December 31, 2001
(In thousands)

Incentive compensation programs 8,388
Acquisitions 4,572
Employee stock purchase plan 4,956
Dividend reinvestment plan 557
Conversion of convertible preferred stock 435
Other employee benefit plans 2,218

21,126

Under CenturyTel's Articles of Incorporation eablare of common stock beneficially owned continugisl the same person since May 30,
1987 generally entitles the holder thereof to tetes per share. All other shares entitle the hdlWene vote per share. At December 31, 2
the holders of 10.1 million shares of common steeke entitled to ten votes per share.

Preferred stock - As of December 31, 2001, Centeirtid 2.0 million shares of authorized convertjireferred stock, $25 par value per
share. At December 31, 2001 and 2000, there wed@®3Q shares of outstanding preferred stock. Heldéoutstanding CenturyTel preferred
stock are entitled to receive cumulative dividendsgive preferential distributions equal to $26gjware plus unpaid dividends upon
CenturyTel's liquidation and vote as a single clai$ls the holders of common stock.

Shareholders' Rights Plan - In 1996 the Board oé@ors declared a dividend of one preference ghaighase right for each common share
outstanding. Such rights become exercisable ifvéimeh a potential acquiror takes certain steps dqoiae 15% or more of CenturyTel's
common stock. Upon the occurrence of such an aitiquiseach right held by shareholders other thenacquiror may be exercised to rece



that number of shares of common stock or otherrgexziof CenturyTel (or, in certain situationsetacquiring company) which at the time of
such transaction will have a market value of tvnoets the exercise price of the right.

(9) POSTRETIREMENT BENEFITS
The Company sponsors health care plans that prpasieetirement benefits to all qualified retired@oyees.

The following is a reconciliation of the beginniagd ending balances for the benefit obligationthedlan asset



December 31,

Change in benefit obligation

2001

2000 199

(Dollars in thousands)

Benefit obligation at beginning of year $ 165,266 156,724 172,

Service cost 6,373 4,727 4,

Interest cost 14,512 10,907 10,

Plan amendments - - 2,

Participant contributions 548 677

Actuarial (gain) loss 40,005 957 (23,

Benefits paid (10,832) (8,726) (4,
Benefit obligation at end of year $ 215,872 165,266 156,
Change in plan assets (primarily listed stocks and bonds)

Fair value of plan assets at beginning of year $ 39,873 41,781 35,

Return on assets (1,379) (270) 2,

Employer contributions 8,345 6,411 7,

Participant contributions 548 677

Benefits paid (10,832) (8,726) (4,
Fair value of plan assets at end of year $ 36,555 39,873 41,

Net periodic postretirement benefit cost for 208000 and 1999 included the following compone

Year ended December 31,

Service cost

Interest cost

Expected return on plan assets
Amortization of unrecognized actuarial loss

Amortization of unrecognized prior service cost

Net periodic postretirement benefit cost

2001

2000 1999

(Dollars in thousands)

$ 6,373 4727 4850
14,512 10,907 10,089
(3,987)  (4,178) (3,580)

1,337 26 54
(129) (129)  (129)
$ 18,106 11,353 11,284

323
850
089
492)
419
855)
610)

724

799
961
212
419
610)

781

The following table sets forth the amounts recogdias liabilities for postretirement benefits at®aber 31, 2001, 2000 and 1999.

December 31,

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

Accrued benefit cost

2001

2000 1999

(Dollars in thousands)

(215,872)

36,555
(1,046)
49,655

(165,266) (156,724)
39,873 41,781

(1,175)  (1,303)
6,109 707

(130,708)

(120,459) (115,539)




Assumptions used in accounting for postretirementefits as of December 31, 2001 and 2000 were:

2001 2000

Weighted average assumptions
Discount rate 7.0% 7.25
Expected return on plan assets 10.0% 10.0

For measurement purposes, a 6.5% annual rate petheapita cost of covered health care benefissagaumed for 2002 and beyond. A one-
percentage-point change in assumed health careatestwould have the following effects:

1-Percentage 1-Percentage
Point Increase Point Decrease

(Dollars in thousands)

Effect on total of service and interest cost compon ents $ 1,455 (1,459)
Effect on postretirement benefit obligation $ 11,117 (10,393)

(10) RETIREMENT AND SAVINGS PLANS

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

The following is a reconciliation of the beginniagd ending balances for the aggregate benefitatiig and the plan assets for the
Company's retirement and savings pl:



December 31, 2001 2000 199 9

(Dollars in thousands)
Change in benefit obligation

Benefit obligation at beginning of year $ 249,835 205,455 217, 747
Service cost 7,760 5,928 5, 226
Interest cost 17,829 15,381 13, 817
Plan amendments 1,205 3,387 -
Acquisition - 35,824 -
Actuarial (gain) loss 9,065 (3,726) (19, 844)
Benefits paid (14,204) (12,414) (11, 491)
Benefit obligation at end of year $ 271,490 249,835 205, 455
Change in plan assets (primarily listed stocks and bonds)
Fair value of plan assets at beginning of yea r $ 329,459 319,901 278, 678
Return on plan assets (33,184) (14,991) 52, 183
Employer contributions 1,377 572 531
Acquisition - 36,391 -
Benefits paid (14,204) (12,414) (11, 491)
Fair value of plan assets at end of year $ 283,448 329,459 319, 901

Net periodic pension benefit for 2001, 2000 andali@@luded the following componen

Year ended December 31, 2001 2000 1999

(Dollars in thousands)

Service cost $ 7,760 5,928 5,226
Interest cost 17,829 15,381 13,817
Expected return on plan assets (31,901) (31,586) (26,824)
Recognized net gains (2,325) (7,107)  (3,176)
Net amortization and deferral 301 (602) (235)
Net periodic pension benefit $ (8,336) (17,986) (11,192)

The following table sets forth the combined pldneted status and amounts recognized in the Congpaogsolidated balance sheet at
December 31, 2001, 2000 and 1999.

December 31, 2001 2000 1999

(Dollars in thousands)

Benefit obligation $ (271,490) (249,835) (205,455)
Fair value of plan assets 283,448 329,459 319,901
Unrecognized transition asset (1,404) (1,648) (1,892)
Unamortized prior service cost 5,017 4,126 1,031
Unrecognized net actuarial (gain) loss 26,782 (49,336) (100,052)
Prepaid benefit cost $ 42,353 32,766 13,533

Assumptions used in accounting for the pensiongéenof December 2001 and 2000 were:

2001 2000
Discount rates 7.0% 7.25
Expected long-term rate of return on assets 8.0-10.0% 8.0-10.0

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

and is funded by Company contributions determimetlally by the Board of Directors. The Company'semse related to the ESOP during

2001, 2000 and 1999 was $7.5 million, $9.5 milliand $9.6 million, respectively. At December 31020the ESOP owned an aggregate of
8.2 million shares of CenturyTel common stock.

CenturyTel and certain subsidiaries also sponsalifted profit sharing plans pursuant to Sectiod @) of the Internal Revenue Code (the
"401(k) Plans") which are available to substantiall employees of the Company. The Company's nragotontributions to the 401(k) Plans
were $6.6 million in 2001, $6.1 million in 2000 a$é.1 million in 1999



(11) INCOME TAXES
The tax effects of temporary differences that géseto significant portions of the deferred tagets and deferred tax liabilities at December
31, 2001 and 2000 were as follows:

December 31, 2001 2000

(Dollars in thousands)

Deferred tax assets
Postretirement benefit costs $ 31,766 30,834
Regulatory support 12,163 13,504
Net operating loss carryforwards 21,991 8,302
Regulatory liability 2,175 3,191
Long-term debt 6,606 7,765
Other employee benefits 8,452 7,335
Other 10,291 11,055

Gross deferred tax assets 93,444 81,986
Less valuation allowance (21,991) (8,302)
Net deferred tax assets 71,453 73,684
Deferred tax liabilities
Property, plant and equipment, primarily due t
depreciation differences (170,225) (122,459)
Excess cost of net assets acquired (234,591) (216,368)
Deferred debt costs (2,582) (2,764)
Customer base (3,617) (5,742)
Marketable equity securities - (13,715)
Intercompany profits (3,283) (3,283)
Other (2,927) (7,804)
Gross deferred tax liabilities (417,225) (372,135)
Net deferred tax liability $ (345,772) (298,451)




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

Year ended December 31, 2001 2000 19 99
(Percentage of pre-tax income )

Statutory federal income tax rate 35.0% 35.0 35.0
State income taxes, net of federal income tax benef it 1.3 2.8 2.5
Amortization of nondeductible excess cost of net as sets acquired 2.0 2.9 2.7
Basis difference of assets sold - .3 3.9
Amortization of investment tax credits (.1) (.2) (.4)
Amortization of regulatory liability (:3) (.4) (.4)
Other, net 1 (:3) .8

Effective income tax rate 38.0% 40.1 44.1

Income tax expense included in the ConsolidateteBints of Income for the years ended Decembe2(l1, 2000 and 1999 was as follo

Year ended December 31, 2001 2000 1999
(Dollars in thousands)
Federal
Current $ 137,138 98,271 184,872
Deferred 61,455 39,651 (11,600)
State
Current 16,242 14,620 21,770
Deferred (4,810) 2,169 (5,539)

$ 210,025 154,711 189,503

Income tax expense was allocated as follows:

Year ended December 31, 2001 2000 1999

(Dollars in thousands)

Net tax expense in the consolidated statements of i ncome $ 210,025 154,711 189,503
Stockholders' equity
Compensation expense for tax purposes
in excess of amounts recognized for

financial reporting purposes (1,051) (2,702) (16,836)
Tax effect of the change in unrealized holding
gain on investments (13,715) (20,941) 30,771

$ 195,259 131,068 203,438

(12) SALE OF ASSETS

In the second quarter of 2001, the Company recoadm@-tax gain of approximately $185.1 million {817 million after-tax; $.83 per diluted
share) due to the sale of 30 PCS licenses to Laegldds International, Inc. ("Leap"). In conjunctiwith the sale of the licenses to Leap, the
Company also recorded a pre-tax charge of $18Im{{$11.6 million after-tax; $.08 per share) daehe write down in the value of certain
non-operating assets.

In the third quarter of 2001, the Company recora@ae-tax gain on the sale of its remaining comstwares of llluminet Holdings, Inc.
aggregating $54.6 million ($35.5 million after-t#x25 per diluted share). The Company also recoadee-tax gain of $4.0 million ($2.6
million after-tax; $.02 per diluted share) on tladesof certain other assets.

In the first quarter of 2000 the Company recordgdeatax gain aggregating $9.9 million ($5.2 mitliafter tax) due to the sale of its
remaining Alaska cellular operations.

In the third quarter of 2000 the Company recordedeatax gain aggregating $10.7 million ($6.4 roifliafter tax) due to the sale of its
minority interest in a non-strategic cellular parship.

In the first quarter of 1999 the Company record@deatax gain aggregating $10.4 million ($6.7 roifliafter tax) due to the sale of its
remaining common shares of MCIWorldCom, Inc.

In May 1999, the Company sold substantially alit®fAlaskebased operations that were acquired in the aciuisif Pacific Telecom, Inc



on December 1, 1997. The Company received appraeiyn®300 million in after-tax cash as a resulthsf transaction. In accordance with
purchase accounting, no gain or loss was recorged the disposition of these properties.

In June 1999, the Company sold the assets oflitdareoperations in Brownsville and McAllen, Texts approximately $96 million cash. In
connection therewith, the Company recorded a prerign of approximately $39.6 million, and an aftex loss of approximately $7.8 millic

In the fourth quarter of 1999 the Company recor@ede-tax gain aggregating $11.6 million ($7.6 imillafter tax) due to the sale of its
Telephone and Data Systems, Inc. common stock.

(13) EARNINGS PER SHARE

The following is a reconciliation of the numeratarsd denominators of the basic and diluted earniegshare computatior



Year ended December 31, 2001 2000 1999

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

Income (Numerator):

Net income $ 343,031 231,474 239,769
Dividends applicable to preferred stock (399) (399) (403)
Net income applicable to common stock for

computing basic earnings per share 342,632 231,075 239,366
Dividends applicable to preferred stock 399 399 403
Interest on convertible securities, net of taxes - 132 252

Net income as adjusted for purposes of computing
diluted earnings per share $ 343,031 231,606 240,021

Shares (Denominator):
Weighted average number of shares outstanding

during period 141,021 140,440 139,313
Employee Stock Ownership Plan shares not

committed to be released (278) (371) (465)
Weighted average number of shares outstanding durin g

period for computing basic earnings per share 140,743 140,069 138,848

Incremental common shares attributable to
dilutive securities:

Conversion of convertible securities 435 707 981
Shares issuable under outstanding stock option s 1,129 1,088 1,603
Number of shares as adjusted for purposes of
computing diluted earnings per share 142,307 141,864 141,432
Basic earnings per share $ 243 1.65 1.72
Diluted earnings per share $ 241 1.63 1.70

The weighted average number of options to purchhaees of common stock that were excluded frontdineputation of diluted earnings per
share because the exercise price of the optiorgvesder than the average market price of the constamk was 1,346,000 for 2001, 969,000
for 2000 and 20,000 for 1999.

(14) ACCOUNTING FOR THE EFFECTS OF REGULATION

The Company's regulated telephone operations ajeciuo the provisions of Statement of Financiatdunting Standards No. 71,
"Accounting for the Effects of Certain Types of R&gion" ("SFAS 71"). Actions of regulators can pide reasonable assurance of the
existence of an asset, reduce or eliminate theevaflan asset and impose a liability on a reguletedrprise. Such regulatory assets and
liabilities are required to be recorded and, aciogylgl, reflected in the balance sheet of an emtitlgject to SFAS 71.

The Company's consolidated balance sheet as ohilmre31, 2001 included regulatory assets of apprately $769.8 million and regulato
liabilities of approximately $2.9 million. The $7@million of regulatory assets included amountatezl to accumulated depreciation ($766.3
million), income taxes ($235,000), deferred costoaiated with regulatory proceedings ($356,00@)deferred financing costs ($2.9

million). The $2.9 million of regulatory liabilitewas established in connection with the adoptfd®tatement of Financial Accounting
Standards No. 109, "Accounting For Income Taxe®t déferred income tax liabilities related to thgulatory assets and liabilities quanti
above were $300.2 million.

Property, plant and equipment of the Company'slated telephone operations has been depreciated i straight line method over lives
approved by regulators. Such depreciable lives haverally exceeded the depreciable lives usedhyegulated entities. In addition, in
accordance with regulatory accounting, retiremehtgegulated telephone property have been chamaddumulated depreciation, along with
the costs of removal, less salvage, with no gainss recognized. These accounting policies hasidtesl in accumulated depreciation being
significantly less than if the Company's telephoperations had not been regulated.

Statement of Financial Accounting Standards No, 1RB&gulated Enterprises - Accounting for the Digaauance of Application of FASB
Statement No. 71" ("SFAS 101"), specifies the antiog required when an enterprise ceases to meefiteria for application of SFAS 71.
SFAS 101 requires the elimination of the effectaimf actions of regulators that have been recodraseassets and liabilities in accordance
with SFAS 71 but would not have been recognizeaisasts and liabilities by non-regulated enterprislesig with an adjustment of certain
accumulated depreciation accounts to reflect tfferdnce between recorded depreciation and the ahwdulepreciation that would have b
recorded had the Company's telephone operatioriseeot subject to rate regulation. SFAS 101 funtihevides that the carrying amounts of
property, plant and equipment are to be adjustédtorthe extent the assets are impaired and mairment shall be judged in the same
manner as for nc-regulated enterprises. Deferred tax liabilities daterred investment tax credits will be impactaddd on the change in 1



temporary differences for property, plant and emépt and accumulated depreciation.

The Company is monitoring the ongoing applicabitiffSFAS 71 to its regulated telephone operatiarestd the changing regulatory,
competitive and legislative environments, and figssible that changes in regulation, legislationampetition or in the demand for regula
services or products could result in the Compateyephone operations no longer being subject toSFAin the near future. When the
regulated operations of the Company no longer fyufali the application of SFAS 71, the net adjustiserequired may result in a material,
noncash charge against earnings which would betexpas an extraordinary item. For regulatory psesothe accounting and reporting of
the Company's telephone subsidiaries will not liecédd by the discontinued application of SFAS 71.

The properties to be acquired from Verizon in 2882 not expected to be accounted for under thagioms of SFAS 71.
(15) STOCK OPTION PROGRAM

CenturyTel has a 2000 incentive compensation progrvaich allows the Board of Directors, through @@mpensation Committee, to grant
incentives to certain employees in any one or abioation of several forms, including incentive arah-qualified stock options; stock
appreciation rights; restricted stock; and perfarogashares. As of December 31, 2001, CenturyTetdsetved 8.4 million shares of comn
stock which may be issued under CenturyTel's ctiineentive compensation program.

Under the Company's programs, options have beertegtéo employees at a price either equal to oeeding the then-current market price.
All of the options expire ten years after the dzftgrant and the vesting period ranges from imntediathree years.

During 2001 the Company granted 1,971,750 optitres'2001 Options") at market price. The weighteerage fair value of each of the
2001 Options was estimated as of the date of godome $11.16 using an option-pricing model with fibllklowing assumptions: dividend yield -
.6%; expected volatility - 30%; risk-free intereate - 4.8%; and expected option life - seven years

During 2000 the Company granted 1,565,750 optitres"R000 Options™) at market price. The weighteerage fair value of each of the
2000 Options was estimated as of the date of godoe $12.46 using an option-pricing model with fiblllowing assumptions: dividend yield -
.5%; expected volatility - 25%; risk-free intereate - 5.3%; and expected option life - seven years

During 1999 the Company granted 83,743 options'889 Options") at market price. The weighted agerfair value of each of the 1999
Options was estimated as of the date of grant $15e90 using an option-pricing model with the daling assumptions: dividend yield - .4%;
expected volatility - 20%; risk-free interest rai.6%; and expected option life - seven years.

Stock option transactions during 2001, 2000 an®18ére as follows



Number Average

of options price
Outstanding December 31, 1998 4,780,613 $ 13.35
Exercised (1,369,459) 10.90
Granted 83,743 40.88
Forfeited (9,055) 37.07
Outstanding December 31, 1999 3,485,842 14.92
Exercised (369,308) 12.46
Granted 1,565,750 33.00
Forfeited (1,125) 13.33
Outstanding December 31, 2000 4,681,159 21.16
Exercised (149,806) 15.91
Granted 1,971,750 28.14
Forfeited (135,583) 18.42
Outstanding December 31, 2001 6,367,520 23.51
Exercisable December 31, 2000 3,113,496 15.21
Exercisable December 31, 2001 3,342,216 17.81

The following tables summarize certain informataout CenturyTel's stock options at December 302120

Options outstanding
Weighted average

Range of remaining contractual Weighted aver age
exercise prices Number of options life outstanding exercise pri ce
$ 11.67-12.30 760,966 17 $ 1229

13.33-17.64 1,934,420 4.2 14.95

24.50-26.31 381,650 7.8 25.29

26.98-31.54 1,932,136 8.6 28.15

31.75-38.50 1,313,517 9.3 34.62

39.00-46.19 44,831 7.4 42.51

11.67-46.19 6,367,520 7.8 23.51

Options exercisable
Range of Num ber of Weighted aver age
exercise prices options exercisable exercise pri ce

$ 11.67-12.30 760,966 $ 1229

13.33-17.64 1 ,934,420 14.95

24.50-26.31 120,824 25.21

26.98-31.54 62,953 28.84

31.75-38.50 418,222 34.62

39.00-46.19 44,831 42.51

11.67-46.19 3 ,342,216 17.81

The Company applies Accounting Principles Boardn@pi No. 25, "Accounting for Stock Issued to Emmes," in accounting for its

program. Accordingly, the Company has not recoghaampensation cost in connection with issuinglstaations. If compensation cost for
CenturyTel's options had been determined consist#ghtStatement of Financial Accounting Standards N3 "Accounting for Stock-Based
Compensation", the Company's net income and eamiagshare on a pro forma basis for 2001, 2000888 would have been as follows:

Year ended December 31, 2001 2000 1999
(Dollars in thousands,
e xcept per share amounts)
Net income
As reported $ 343,03 1 231,474 239,769
Pro forma $ 334,06 0 225,164 239,033

Basic earnings per share
As reported $ 24 3 1.65 1.72



Pro forma $
Diluted earnings per share

As reported $
Pro forma $

(16) SUPPLEMENTAL CASH FLOW DISCLOSURES

7 1.60 1.72

1 1.63 1.70
5 1.59 1.69

The Company paid interest, net of amounts capédlaf $3.5 million, $4.5 million and $2.0 milliorudng 2001, 2000 and 1999, respectiv
of $224.7 million, $164.0 million and $148.3 milialuring 2001, 2000 and 1999, respectively. Inctemes paid were $128.3 million in

2001, $142.3 million in 2000 and $270.9 million1i999.

CenturyTel has consummated the acquisitions obuartelephone and wireless operations, along eittain other assets, during the three
years ended December 31, 2001. In connection Withet acquisitions, the following assets were aeduand liabilities assume

Year ended December 31,

2001 2000 1999

Property, plant and equipment, net

Excess cost of net assets acquired

Other investments

Long-term debt

Deferred credits and other liabilities

Other assets and liabilities, excluding
cash and cash equivalents

(Dollars in thousands)

- 607,415 830

33,183 917,468 20,194
7,145
(378)

13,948  (44,465)

53,671 (52)

Decrease in cash due to acquisitions

47,131 1,540,856 20,972

CenturyTel has disposed of various telephone anelegs operations, along with certain other asdeting the three years ended December
31, 2001. In connection with these dispositions,ftllowing assets were sold, liabilities elimindtassets received and gain recogni.



Year ended December 31, 2001 2000 1999

(Dollars in thousands)

Property, plant and equipment, net $ (20,653) (4,062) (165,286)
Excess cost of net assets acquired, net - (4,071) (296,605)
Marketable equity securities (3,614) - (18,363)
Other assets and liabilities, excluding cash and

cash equivalents 51,593 (769) 58,595
Gain on sale of assets (199,971) (20,593) (62,808)
Increase in cash due to dispositions $(172,645)  (29,495) (484,467)

In connection with the sale of PCS licenses to Liaghe second quarter of 2001, the Company redeapgroximately $86.5 million in the
form of a promissory note. Such note was subsetyeoifiected in installments through the fourth geaof 2001.

(17) FAIR VALUE OF FINANCIAL INSTRUMENTS

The following table presents the carrying amounts estimated fair values of certain of the Compafigancial instruments at December 31,
2001 and 2000.

Carrying Fair
Amount value

(Dollars in thousands)
December 31, 2001

Financial assets $ 30,248 30,248 3)
Financial liabilities
Long-term debt (including current maturities) $ 3,043,334 3,040,242 2)
Other $ 39,714 39,714 3)
December 31, 2000
Financial assets
Investments
Marketable equity securities $ 42,801 42,801 1)
Other $ 36,514 36,514 3)
Financial liabilities
Long-term debt (including current maturities) $ 3,200,254 3,107,899 2)
Other $

40,879 40,879 (3)

(1) Fair value was based on quoted market prices.

(2) Fair value was estimated by discounting theedaled payment streams to present value basedrafEmcurrently offered to the Company
for similar debt.

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

The carrying amount of cash and cash equivaleotsuats receivable, short-term debt, accounts payaidl accrued expenses approximates
the fair value due to the short maturity of thessruments.

(18) BUSINESS SEGMENTS

The Company has two reportable segments: telephiohevireless. The Company's reportable segmentstrategic business units that offer
different products and services. The operatingrimeof these segments is reviewed by the chief tipgrdecision maker to assess
performance and make business decisions. Otheatiqes include, but are not limited to, the Compsumpn-regulated long distance
operations, Internet operations, competitive l@sahange carrier operations, fiber network busiasskssecurity monitoring operations. In
August 2001, the Company announced that it is exgjdhe potential separation of its wireless basgfrom its other operations.

The Company's telephone operations are conductedah suburban and small urban communities istafes. Approximately 87% of the
Company's telephone access lines are in WiscofAdansas, Washington, Missouri, Michigan, Louisia@alorado, Ohio and Oregon. The
Company's wireless customers are located in Michigauisiana, Wisconsin, Mississippi, Texas, andafsas.

Depreciation
Operating and Opera ting



revenues amortization inco me

(Dollars in thousands)

Year ended December 31, 2001

Telephone $ 1,505,733 398,284 423 420
Wireless 437,965 66,346 112 401
Other operations 173,771 8,754 22 ,098
Total $ 2,117,469 473,384 557 ,919

Year ended December 31, 2000

Telephone $ 1,253,969 317,906 376 ,290
Wireless 443,569 65,239 117 ,865
Other operations 148,388 4,911 31 ,258
Total $ 1,845,926 388,056 525 413

Year ended December 31, 1999

Telephone $ 1,126,112 273,666 351 ,559
Wireless 422,269 68,593 133 ,930
Other operations 128,288 6,557 22 ,580
Total $ 1,676,669 348,816 508 ,069
Year ended December 31, 2001 2000 199 9

(Dollars in thousands)

Operating income $ 557,919 525,413 508 ,069
Nonrecurring gains and losses, net 199,971 20,593 62 ,808
Interest expense (225,523) (183,302) (150 ,557)
Income from unconsolidated cellular entities 27,460 26,986 27 ,675
Minority interest (11,812) (10,201) 27 ,913)
Other income and expense 5,041 6,696 9 ,190
Income before income tax expense $ 553,056 386,185 429 272
Year ended December 31, 2001 2000 199 9

(Dollars in thousands)
Capital expenditures

Telephone $ 351,010 275,523 233 512

Wireless 71,212 58,468 58 ,760

Other operations 84,505 115,546 97 ,708
Total $ 506,727 449,537 389 ,980
December 31, 2001 2000 199 9

(Dollars in thousands)
Total assets

Telephone $ 4,629,224 4,741,284 3,207 ,690
Wireless 877,222 930,406 1,023 ,936
Other operations 812,238 721,600 473 ,781
Total assets $ 6,318,684 6,393,290 4,705 ,407

Other accounts receivable are primarily amountsfohra various long distance carriers, principallf&T, and several large local exchange
operating companies.

(19) COMMITMENTS AND CONTINGENCIES

Construction expenditures and investments in vekjduildings and equipment during 2002 are estichitt be $315 million for telephone
operations, $65 million for wireless operations &48 million for other operation



From time to time, the Company is involved in vagalaims and legal actions relating to the condiiis business. In the opinion of
management, the ultimate disposition of these msattédl not have a material adverse effect on tlhenBany's consolidated financial position
or results of operations.

(20) PENDING ACQUISITIONS

In October 2001, the Company entered into defiaiigset purchase agreements to purchase fromatefilbf Verizon telephone access lines
(which numbered approximately 676,000 at DecemhePB01) and related local exchange assets in Misaad Alabama for approximately
$2.159 hillion in cash, subject to adjustments Wwtdce not expected to be material in the aggreghtder each definitive agreement, the
Company has agreed to pay Verizon 10% of the trdiasaconsideration if the purchase is not consutethander specified conditions,
including the Company's incapacity to finance tla@saction. These transactions are anticipatebb$e in the second half of 2002, subject to
regulatory approvals and certain other closing @&@rs. The Company's financing plans are not petglete and will be dependent upon the
Company's review of its alternatives and marketaans.

CENTURYTEL, INC.
Consolidated Quarterly Income Statement Information

(Unaudited)
First Second Third Four th

quarter  quarter  quarter  quar ter

(Dollars in thousands, except per share amou nts)
2001 (unaudited)
Operating revenues $516,008 518,936 539,377 543,1 48
Operating income $ 134,208 135,205 143,811 144.6 95
Net income $ 46,722 154,241 92,305 49,7 63
Basic earnings per share $ .33 1.10 .66 . 35
Diluted earnings per share $ .33 1.09 .65 . 35
2000
Operating revenues $412,956 423,156 482,634 527,1 80
Operating income $111,422 124,892 147,059 142,0 40
Net income $ 49,284 57,845 67,224 57,1 21
Basic earnings per share $ .35 41 48 . 41

Diluted earnings per share $ .35 A1 A7 . 40

Diluted earnings per share for the second and tatters of 2001 included $.75 and $.27 per shaspgectively, of net gains on sales of
assets. See Note 12 for additional information.

Diluted earnings per share for the first and tiguéirters of 2000 included $.04 and $.05 per shaspectively, of gain on sale of assets. See
Note 12 for additional information. On July 31, B0énd September 29, 2000, affiliates of the Comaayired over 490,000 telephc
access lines and related assets from Verizon. &= 2Nfor additional informatior



Item 9. Changes in and Disagreements With Accountasion Accounting
and Financial Disclosure.

None.
PART IlI
Item 10. Directors and Executive Officers of the Rgistrant.

The name, age and office(s) held by each of thesRagt's executive officers are shown below. Eafcthe executive officers listed below
serves at the pleasure of the Board of Directorsggt Mr. Williams who has entered into an emplogtregreement with the Registrant. The
agreement's initial term has lapsed, but the ageaemnemains in effect from year to year, subjed¢htoright of Mr. Williams or the Company
to terminate such agreement.

Name Age Offi ce(s) held with CenturyTel
Clarke M. Williams 80 Chai rman of the Board
of Directors
Glen F. Post, Il 49 Vice Chairman of the Board of
Di rectors, President and Chief
Ex ecutive Officer
Karen A. Puckett 41 Exec utive Vice President and
Ch ief Operating Officer
R. Stewart Ewing, Jr. 50 Exec utive Vice President and
Ch ief Financial Officer
Harvey P. Perry 57 Exec utive Vice President,
Ch ief Administrative Officer,
Ge neral Counsel and Secretary
David D. Cole 44 Seni or Vice President -
Op erations Support
Michael Maslowski 54 Seni or Vice President and
Ch ief Information Officer

Each of the Registrant's executive officers, exémphis. Puckett and Mr. Maslowski, has servedrasfficer of the Registrant and one or
more of its subsidiaries in varying capacitiesrfare than the past five years. Mr. Cole has seage8enior Vice President - Operations
Support since November 1998 and as President 1&¥g&roup from October 1996 to October 1998. Mashwski has served as Senior
Vice President and Chief Information Officer sirMarch 1999 and as Senior Information Systems Exexir Lucent Technologies and for
a joint venture between Lucent Technologies andiphiConsumer Communications from 1996 to earl9d.9Ms. Puckett has served as
Executive Vice President and Chief Operating Offgiace July 2000, as Sales and Marketing Senific&fof BroadStream
Communications from July 1999 through July 2000 asd exas Region President for GTE Wireless fro8618 mid-1999.

Commco Technology LLC (formerly BroadStream Comnaations) filed for bankruptcy on December 18, 200the United States
Bankruptcy Court, District of Connecticut (BridgepoMs. Puckett was an officer and employee oféi8tream Communications from July
1999 through July 2000.

The balance of the information required by Itenmislihcorporated by reference to the Registranfisidiee proxy statement relating to its
2002 annual meeting of stockholders (the "Proxyestent"), which Proxy Statement will be filed puastito Regulation 14A within 120 de
after the end of the last fiscal year.

Item 11. Executive Compensation.

The information required by Item 11 is incorporabgdreference to the Proxy Statement.
Item 12. Security Ownership of Certain Beneficial @vners and Management.

The information required by Item 12 is incorporabgdreference to the Proxy Statement.
Item 13. Certain Relationships and Related Transaans.

The information required by Item 13 is incorporabgdreference to the Proxy Stateme



PART IV
Item 14. Exhibits, Financial Statement Schedulesnal Reports on Form 8-K.
a. Financial Statements
(i) Consolidated Financial Statements:
Independent Auditors' Report on Consolidated Firsr8tatements and Financial Statement Schedules
Consolidated Statements of Income for the years@imcember 31, 2001, 2000 and 1999
Consolidated Statements of Comprehensive Incomtéyears ended December 31, 2001, 2000 and 1999
Consolidated Balance Sheets - December 31, 2001 &80

Consolidated Statements of Cash Flows for the years
ended December 31, 2001, 2000 and 1999

Consolidated Statements of Stockholders' Equitytfer
years ended December 31, 2001, 2000 and 1999

Notes to Consolidated Financial Statements

Consolidated Quarterly Income Statement Information
(unaudited)

(i) Schedules:*
| Condensed Financial Information of Registrant
Il Valuation and Qualifying Accounts
* Those schedules not listed above are omittecbagpplicable or not required.
b. Reports on Form 8-K.

The following items were reported in a Form 8-kefllOctober 25, 2001:
Item 5. Other events - (i) News release announitiagpending acquisition of 675,000 access lines fierizon and
(i) news release announcing third quarter earn@geectations



The following item was reported in a Form 8-K filsldvember 2, 2001:

Item 5. Other events - News release announcingd thuarter results of operations and fourth qua&®&1 earnings expectations.

The following item was reported in a Form 8-K filBécember 10, 2001:

Item 5. Other events - To correct inaccurate pregerts about CenturyTel's reference to its guidaiche Lehman Brothers Telecom

Conference.

c. Exhibits:

3()

3(i)

4.1

4.2

4.3

4.4

Amended and Restated Atrticles of |
Registrant, dated as of May 6, 199
(incorporated by reference to Exhi
Registrant's Quarterly Report on F
the quarter ended June 30, 1999).

Registrant's Bylaws, as amended th
18, 1999 (incorporated by referenc
3(ii) to Registrant's Annual Repor
for the year ended December 31, 19

Note Purchase Agreement, dated Sep
between Registrant, Teachers Insur
Annuity Association of America and
National Life Insurance Company (i
reference to Exhibit 4.23 to Regis
Quarterly Report on Form 10-Q for
ended September 30, 1989).

Rights Agreement, dated as of Augu
between Registrant and Society Nat
Rights Agent, including the form o
Certificate (incorporated by refer
1 of Registrant's Current Report o
filed August 30, 1996) and Amendme
thereto, dated May 25, 1999 (incor
reference to Exhibit 4.2(ii) to Re
Report on Form 8-K dated May 25, 1
Amendment No. 2 thereto, dated and
of June 30, 2000, by and between t
and Computershare Investor Service
rights agent (incorporated by refe
Exhibit 4.1 of Registrant's Quarte
10-Q for the quarter ended Septemb

Form of common stock certificate o
Registrant (incorporated by refere
Exhibit 4.3 of the Registrant's An
on Form 10-K for the year ended De
2000).

Instruments relating to the Compan
senior debt

(@) Indenture dated as of March
between the Company and Regi
(formerly First American Ban
Louisiana), as Trustee (inco
reference to Exhibit 4.1 of
Registration Statement on Fo
Registration No. 33-52915).

(b) Resolutions designating the
conditions of the Company's
Notes, Series A, due 2004 an
8-1/4% Senior Notes, Series
(incorporated by reference t
to Registrant's Quarterly Re
10-Q for the quarter ended M

(c) Resolutions designating the
conditions of the Company's
Notes, Series C, due 2005 an
Notes, Series D, due 2025 (i
reference to Exhibit 4.27 to
Annual Report on Form 10-K f
ended December 31, 1995).

(d) Resolutions designating the
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9,
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4.5

4.6

4.7

10.1

conditions of the Company's
Notes, Series E, due 2005; 6
Notes, Series F, due 2008; a
Debentures, Series G, due 20
(incorporated by reference t
to Registrant's Annual Repor
for the year ended December

(e) Form of Registrant's 8.375%
Series H, Due 2010, issued O
(incorporated by reference t
of Registrant's Quarterly Re
10-Q for the Quarter ended S
2000).

(f) Form of the Registrant's 7.7
Remarketable Senior Notes, S
2012, issued October 19, 200
"Remarketable Notes") (incor
reference to Exhibit 4.3 of
Quarterly Report on Form 10-
quarter ended September 30,

(9) Remarketing Agreement, dated

19, 2000, between the Regist
of America Securities LLC, a
agent for the Remarketable N
(incorporated by reference t

of Registrant's Quarterly Re
10-Q for the quarter ended S
2000).

Competitive Advance and Revolving
Agreement, dated as of August 28,
Registrant, the lenders named ther
NationsBank of Texas, N.A. (incorp
reference to Exhibit 4.1 to Regist
Quarterly Report on Form 10-Q for
ended September 30, 1997).

Revolving Credit Facility Agreemen
31, 2001, among Registrant, Bank o
N.A., Citibank, N.A., Banc of Amer
LLC and Salomon Smith Barney, Inc.
elsewhere herein.

First Supplemental Indenture, date
November 2, 1998, to Indenture bet
of the Northwest, Inc. and The Fir
Bank of Chicago (incorporated by r
Exhibit 10.2 to Registrant's Quart
Form 10-Q for the quarter ended Se
1998).

Qualified Employee Benefit Plans (
several narrow-based qualified pla
union employees or other limited g
Company employees)

(@) Registrant's Employee Stock
and Trust, as amended and re
September 17, 2001 (incorpor
reference to Exhibit 10(a) t
Quarterly Report on Form 10-
quarter ended September 30,

(b) Registrant's Dollars & Sense
Trust, as amended and restat
January 1, 1998 and amendmen
December 29, 1998 (incorpora
reference to Exhibit 10.1 (c
Registrant's Annual Report o
the year ended December 31,

(c) Registrant's Amended and Res
Retirement Plan, effective a
1999 (incorporated by refere
10.1 (z) to Registrant's Ann
Form 10-K for the year ended
1998) and amendment thereto
2000, included elsewhere her
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(d) Merger Agreement, dated Sept

between Registrant and Regio
Louisiana, pursuant to which
Stock Bonus Plan and PAYSOP
into Registrant's Employee S
Plan (incorporated by refere
10(b) of Registrant's Quarte
Form 10-Q for the quarter en
30, 2001).

10.2 Stock-based Incentive Plans

(a) Registrant's 1983 Restricted

dated February 21, 1984, as
restated as of November 16,
(incorporated by reference t
10.1(e) to Registrant's Annu
Form 10-K for the year ended
1995) and amendment thereto
21, 1996, (incorporated by r
Exhibit 10.1(e) to Registran
Report on Form 10-K for the
December 31, 1996), and amen
dated February 25, 1997 (inc
reference to Exhibit 10.3 to
Quarterly Report on Form 10-
quarter ended March 31, 1997
and amendment thereto dated
2001 (incorporated by refere
10.1 of Registrant's Quarter
Form 10-Q for the quarter en
2001), and amendment thereto
17, 2000, included elsewhere

(b) Registrant's 1988 Incentive

(©

Program as amended and resta
1989 (incorporated by refere
19.8 to Registrant's Quarter
Form 10-Q for the quarter en
30, 1989) and amendment ther
November 21, 1996 (incorpora
reference to Exhibit 10.1(g)
Registrant's Annual Report o
the year ended December 31,

Registrant's 1990 Incentive
Program, dated March 15, 199
by reference to Exhibit 19.1
Registrant's Quarterly Repor
for the quarter ended June 3
amendment thereto dated Nove
(incorporated by reference t
10.1(i) to Registrant's Annu
Form 10-K for the year ended
1996).

(d) Registrant's 1995 Incentive

Plan approved by Registrant'
on May 11, 1995 (incorporate
to Exhibit 4.4 to Registrati
33-60061) and amendment ther
November 21, 1996 (incorpora
Reference to Exhibit 10.1 (I
Registrant's Annual Report o
the year ended December 31,
amendment thereto dated Febr
(incorporated by reference t

to Registrant's Quarterly Re
10-Q for the quarter ended M

(i) Form of Stock Option Agr
pursuant to 1995 Incentive C
Plan and dated as of May 22,
into by Registrant and its o
(incorporated by reference t
to Registrant's Quarterly Re
10-Q for the quarter ended J

(ii) Form of Stock Option Ag
pursuant to 1995 Incentive C
Plan and dated as of June 23
into by Registrant and certa
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10.3

employees (incorporated by r
Exhibit 10.6 to Registrant's
Report on Form 10-Q for the
June 30, 1995).

(iii) Form of Stock Option A
pursuant to 1995 Incentive C
Plan and dated as of Februar
entered into by Registrant a
(incorporated by reference t
to Registrant's Quarterly Re
10-Q for the quarter ended J

(iv) Form of Stock Option Ag
pursuant to 1995 Incentive C
Plan and dated as of Februar
entered into by Registrant a
(incorporated by reference t
(t) to Registrant's Annual R
10-K for the year ended Dece

(v) Form of Amended and Rest
Stock and Performance Share
as of March 16, 1998, relati
incentive awards granted in

to Registrant's 1995 Incenti
Plan (incorporated by refere
10.2 to Registrant's Quarter
Form 10-Q for the quarter en
1998).

(vi) Form of Restricted Stoc
Performance Share Agreement,
March 16, 1998, relating to
incentive awards granted in

to Registrant's 1995 Incenti
Plan (incorporated by refere
10.3 to Registrant's Quarter
Form 10-Q for the quarter en
1998).

(vii) Form of Restricted Sto
Performance Share Agreement,
February 22, 1999, relating
incentive awards granted in

to the Registrant's 1995 Inc
Compensation Plan (incorpora
reference to Exhibit 10.1(x)
Registrant's Annual Report o
the year ended December 31,

(e) Amended and Restated Registr

Incentive Compensation Plan,
through May 23, 2000 (incorp
reference to Exhibit 10.2 to

Quarterly Report on Form 10-
guarter ended June 30, 2000)

(i) Form of Stock Option Agr
pursuant to the 2000 Incenti
Plan and dated as of May 21,
into by Registrant and its o
included elsewhere herein.

Other Non-Qualified Employee Benef

(@) Registrant's Key Employee In

Compensation Plan, dated Jan
as amended and restated as o
1995 (incorporated by refere
10.1(f) to Registrant's Annu
Form 10-K for the year ended
1995) and amendment thereto
21, 1996 (incorporated by re
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10.4

thereto dated April 25, 2001
by reference to Exhibit 10.2
Registrant's Quarterly Repor
for the quarter ended March
amendment thereto dated Apri
included elsewhere herein.

(b) Registrant's Restated Supple

Executive Retirement Plan, d
2000 (incorporated by refere
10.1(d) to Registrant's Quar

Form 10-Q for the quarter en
2000).

(c) Registrant's Restated Supple

Contribution Plan, restated
2001, (incorporated by refer
10.1 of Registrant's Quarter
Form 10-Q for the quarter en
2001).

(d) Registrant's Amended and Res

Supplemental Dollars & Sense
effective as of January 1, 1
(incorporated by reference t
(g) to Registrant's Annual R
10-K for the year ended Dece

(e) Registrant's Supplemental De

®

Plan, effective as of Januar
(incorporated by reference t
(y) to Registrant's Annual R
10-K for the year ended Dece
and amendment thereto dated
2002, included elsewhere her
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Officers, dated November 26,
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for the year ended December

(9) Registrant's Restated Outsid

Retirement Plan, dated as of
1995 (incorporated by refere
10.1(t) to Registrant's Annu
Form 10-K for the year ended
1995) and amendment thereto
2000, included elsewhere her

(h) Registrant's Restated Deferr

0]

Employment, Severance and Related

Plan for Outside Directors,
November 16, 1995 (incorpora
reference to Exhibit 10.1(u)
Registrant's Annual Report o
the year ended December 31,
amendment thereto dated Apri
included elsewhere herein.

Registrant's Chairman/Chief
Officer Short-Term Incentive
(incorporated by reference t
to Registrant's Quarterly Re
10-Q for the quarter ended J

Registrant's 2001 Employee S
Plan (incorporated by refere
Registrant's 2001 Proxy Stat

(a) Employment Agreement, origin
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(incorporated by reference t
to Registrant's Annual Repor
for the year ended December

(c

~

Consulting Agreement, dated
1996, by and between Registr
Reppond (incorporated by ref
Exhibit 10 to Registrant's Q
on Form 10-Q for the quarter
September 30, 1996).

(d) Change of Control Agreement,
22, 2000 by and between Glen
and Registrant (incorporated
to Exhibit 10.1(b) to Regist
Quarterly Report on Form 10-
guarter ended March 31, 2000

(e) Form of Change of Control Ag
February 22, 2000, by and be
Registrant and David D. Cole
Ewing, Michael E. Maslowski
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(f) Form of Change of Control Ag
July 24, 2000, by and betwee
Registrant and Karen A. Puck
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Form 10-Q for the quarter en
2000).

Other Agreements
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Independent Auditors' Consent, inc

elsewhere herein.

o Exhibit 10.24
t on Form 10-K
31, 1994).

as of July 2,
ant and Jim D.
erence to
uarterly Report
ended

dated February
F. Post, Il

by reference
rant's

Q for the

).

reement, dated
tween

, R. Stewart
and Harvey P.
ence exhibit
Quarterly
guarter ended

reement dated
n the

ett

0 Exhibit

terly Report on
ded March 31,

ted as of

E Midwest
Midwest) and
(incorporated
of

t on Form 10-Q
ber 30, 2001).

ted as of
rizon South,
nc. (d/b/a
uryTel of

y reference to
Quarterly
guarter ended

cluded

luded



SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

CenturyTel, Inc.,

March 14, 2002

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of

the Registrant and in the capacities and on theiddtcated.

/sl Clarke M WIlIlians

By:

/sl Clarke M WIlians

Clarke M WIIlians

Chai rman of the Board

Chai rman of the Board

Carke M WIIlians of Directors March 14, 2002
Vice Chairman of the

/sl den F. Post, III Board of Directors,

---------------------------- Presi dent, and Chief

Gden F. Post, |11 Executive Oficer March 14, 2002

/sl R Stewart Ewi ng, Jr

---------------------------- Executive Vice President and

R Stewart Ewi ng, Jr. Chi ef Financial Oficer March 14, 2002

/sl Harvey P. Perry Executive Vice President,

---------------------------- Chi ef Administrative Oficer

Harvey P. Perry and Director March 14, 2002

/sl Neil A Sweasy

---------------------------- Vi ce President and Controller

Neil A. Sweasy (Principal Accounting O ficer) March 14, 2002

/sl Wlliam R Boles, Jr

WIlliam R Boles, Jr. Director March 14, 2002

/sl Virginia Boul et

Virginia Boul et Di rector March 14, 2002

/sl Ernest Butler, Jr.

Ernest Butler, Jr. Director March 14, 2002

/sl Calvin Czeschin

Cal vin Czeschin Di rector March 14, 2002

/s/ James B. Gardner

James B. Gardner Director March 14, 2002



/sl W Bruce Hanks

W Bruce Hanks Di rector March 14, 2002

/sl R L. Hargrove, Jr.

R L. Hargrove, Jr. Di rector March 14, 2002

/sl Johnny Hebert

Johnny Hebert Di rector March 14, 2002

/sl F. Earl Hogan

F. Earl Hogan Di rector March 14, 2002

C. G Melville, Jr. Di rector March 14, 2002

/sl JimD. Reppond

Jim D. Reppond Di rector March 14, 2002



SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REG ISTRANT

REVENUES

EXPENSES
Operating expenses
Depreciation and amortization

Total expenses

OPERATING LOSS

OTHER INCOME (EXPENSE)
Nonrecurring gains and losses, net
Interest expense
Interest income
Other expense

Total other income (expense)

LOSS BEFORE INCOME TAXES AND
EQUITY IN SUBSIDIARIES' EARNINGS

Income tax benefit

LOSS BEFORE EQUITY IN
SUBSIDIARIES' EARNINGS

Equity in subsidiaries' earnings

NET INCOME

CENTURYTEL, INC.
(Parent Company)

STATEMENTS OF INCOME

Year ended December 31,

2001 2000 1999

(Dollars in thousands)

$ 14,962 13,007 15,542
12,712 11,604 12,057
10,530 7,470 7,153
23,242 19,074 19,210
(8,280)  (6,067) (3,668)
(25,480) - 1,931

(253,018)  (214,140)  (117,760)
120,136 84,307 48,078
(6,149)  (7,741) (697)
(164,511)  (137,574) (68,448)
(172,791)  (143,641) (72,116)
66,324 52,259 33,179
(106,467)  (91,382) (38,937)
449,498 322,856 278,706
$ 343,031 231,474 239,769

See accompanying notes to condensed financialnmston of registran



SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REG

(continued)

CENTURYTEL, INC.
(Parent Company)

BALANCE SHEETS

ISTRANT

December 31,

2001 2000
(Dollars in thousands)
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 24,269 4,600
Receivables from subsidiaries 1,249,664 641,794
Other receivables 655 35,890
Prepayments and other 397 527
Total current assets 1,274,985 682,811
PROPERTY, PLANT AND EQUIPMENT
Property and equipment 675 1,005
Accumulated depreciation (459) (742
Net property, plant and equipment 216 263
INVESTMENTS AND OTHER ASSETS
Investments in subsidiaries (at equity) 5,041,830 4,825,386
Receivables from subsidiaries 230,780 224,753
Other investments 43,216 50,322
Deferred charges 59,683 85,253
Total investments and other assets 5,375,509 5,185,714
TOTAL ASSETS $ 6,650,710 5,868,788
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Current maturities of long-term debt $ 906,305 57,527
Short-term debt 53,000 276,000
Payables to subsidiaries 1,210,181 886,249
Accrued interest 41,535 41,786
Other accrued liabilities 92,798 66,073
Total current liabilities 2,303,819 1,327,635
LONG-TERM DEBT 1,579,506 2,485,811
PAYABLES TO SUBSIDIARIES 404,037 -
DEFERRED CREDITS AND OTHER LIABILITIES 25,968 23,263
STOCKHOLDERS' EQUITY
Common stock, $1.00 par value, authorized
350,000,000 shares, issued and outstandi ng
141,232,806 and 140,667,251 shares 141,233 140,667
Paid-in capital 524,668 509,840
Unrealized holding gain on investments,
net of taxes - 25,471
Retained earnings 1,666,004 1,351,626
Unearned ESOP shares (2,500) (3,500
Preferred stock - non-redeemable 7,975 7,975
Total stockholders' equity 2,337,380 2,032,079
TOTAL LIABILITIES AND EQUITY $ 6,650,710 5,868,788

See accompanying notes to condensed financialhaton of registrant



SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REG ISTRANT

(Continued)

CENTURYTEL, INC.
(Parent Company)

STATEMENTS OF CASH FLOWS

Year ended December 31,
2001 2000 1999
(Dollars in thousan ds)
OPERATING ACTIVITIES
Net income $ 343,031 231,474 239,769
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Depreciation and amortization 10,530 7,470 7,153
Deferred income taxes (18,905) (6,999) (10,357)
Equity in subsidiaries' earnings (449,498) (322,856) (278,706)
Nonrecurring gains and losses, net 25,480 - (1,931)
Changes in current assets and current liab ilities:
Other receivables 35,235 (35,377) 23,393
Other accrued liabilities 26,725 56,037 (83,749)
Other current assets and liabilities, net (122) 14,528 (435)
Other, net 26,355 14,770 6,060
Net cash used in operating activities (1,169) (40,953) (98,803)
INVESTING ACTIVITIES
Acquisitions - (22,952) -
Capital contributions to subsidiaries - (1,302,568) -
Dividends received from subsidiaries 266,783 174,637 162,149
Receivables from subsidiaries (610,597) (180,878) (22,607)
Payables to subsidiaries 658,048 44,256 380,505
Proceeds from sales of assets - - 3,444
Other, net 8,289 (6,680) 2,569
Net cash provided by (used in) invest ing activities 322,523  (1,294,185) 526,060
FINANCING ACTIVITIES
Proceeds from issuance of debt - 2,654,375 -
Payments of debt (279,527)  (1,299,599) (415,166)
Payment of hedge contracts - (4,345) -
Proceeds from issuance of common stock 7,351 7,996 19,182
Payment of debt issuance costs - (4,274) -
Cash dividends paid (28,653) (26,815) (25,413)
Other, net (856) - -
Net cash provided by (used in) financ ing activities (301,685) 1,327,338 (421,397)
Net increase (decrease) in cash and cash equivalent S 19,669 (7,800) 5,860
Cash and cash equivalents at beginning of year 4,600 12,400 6,540
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 24,269 4,600 12,400

See accompanying notes to condensed financialnmston of registran



SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REG ISTRANT
(continued)

CENTURYTEL, INC.
(Parent Company)

NOTES TO CONDENSED FINANCIAL INFORMATION OF REGISTR ANT
(A) LONG-TERM DEBT
The approximate annual debt maturities for the figars subsequent to December 31, 2001 are aw$ollo

2002 - $906.3 million
2003 - $ 4.8 million
2004 - $ 51.5 million
2005 - $151.0 million
2006 - $ 1.0 million

(B) GUARANTEES

As of December 31, 2001, CenturyTel has guarardebtiof subsidiaries totaling $266.8 million.
(C) DIVIDENDS FROM SUBSIDIARIES

Dividends paid to CenturyTel by consolidated sulasiés were $266.8 million, $174.6 million and $1B#illion during 2001, 2000 and
1999, respectively.

(D) INCOME TAXES AND INTEREST PAID

Income taxes paid by CenturyTel (including amouaibursed from subsidiaries) were $120.4 milli®b31.8 million and $220.1 million
during 2001, 2000 and 1999, respectively.

Interest paid by CenturyTel was $253.3 million, $million and $118.5 million during 2001, 2000datB99, respectively.
(E) AFFILIATED TRANSACTIONS

CenturyTel provides and bills management servieesibsidiaries and in certain instances makeseisttéearing advances to finance
construction of plant and purchases of equipmeent@yTel recorded intercompany interest incom$1df9.7 million, $83.0 million and
$47.8 million in 2001, 2000 and 1999, respectively.

CenturyTel recorded intercompany interest expen§&©.6 million, $74.5 million and $13.4 million 2001, 2000 and 1999, respective



SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS
CENTURYTEL, INC.

For the years ended December 31, 2001, 2000 arl 199

Additions
Balanc eat chargedto Deductions Balance
begin ning costs and from Other at end
Description of pe riod expenses allowance (1) changes of period

(Dollars in thousands)
Year ended December 31, 2001

Allowance for doubtful accounts $ 12,8 57 26,322 (22,820) - 16,359
Valuation allowance for
deferred tax assets $ 83 02 13,689 - - 21,991
Year ended December 31, 2000
Allowance for doubtful accounts $ 41 50 17,904 (13,036) 3,839 (2) 12,857
Valuation allowance for
deferred tax assets $ 25 93 6,211 - (502) (3) 8,302
Year ended December 31, 1999
Allowance for doubtful accounts $ 41 55 7,680 (7,494) (191) (2) 4,150
Valuation allowance for
deferred tax assets $ 6,7 16 - - (4,123) (3) 2,593

(1) Customers' accounts written-off, net of rec@mer

(2) Allowance for doubtful accounts at the datecduisition of purchased subsidiaries, net of alloge for doubtful accounts at the date of
disposition of subsidiaries sold.

(3) Adjust excess cost of net assets acquired upliration of net operating loss carryforwardsagfjuired subsidian
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364-DAY REVOLVING CREDIT AGREEMENT

THIS 364-DAY REVOLVING CREDIT AGREEMENT (this "Agmement”), dated as of July 30, 2001, among CENTURIY, THC., a
Louisiana corporation (the "Borrower"), the lendiésted on the signature pages hereof (the "LefiieBANK OF AMERICA, N.A., a
national banking association, as administrativenafp the Lenders (in such capacity, the "Admirgisve Agent"), CITIBANK, N.A., a
national banking association, as syndication afjersuch capacity, the "Syndication Agent"), FLEEATIONAL BANK, a national bankini
association, JPMORGAN, A DIVISION OF CHASE SECUREH INC. and SUNTRUST BANK, as co-documentation #gén such
capacity, the "Co-Documentation Agents"), and BAAE AMERICA SECURITIES LLC and SALOMON SMITH BARNEWC. as Joint
Lead Arrangers and Joint Book Managers (in suclhaap collectively the "Arrangers").

WITNESSETH:

WHEREAS, the Borrower is party to the $1,500,000,8&volving Credit Facility Agreement dated aswfB1, 2000, as amended, among
the Borrower, the lenders party thereto, Bank ofefioa, N.A., as administrative agent for such les@dad Citibank, N.A., as syndication
agent for such lenders, as amended (the "ExistiediCAgreement”).

WHEREAS, the Borrower desires to replace the Bxis€redit Agreement with this Agreement upon thiene and subject to the conditions,
hereinafter set forth.

NOW, THEREFORE, IN CONSIDERATION of the premiseslanther good and valuable consideration, the réegig sufficiency of whicl
is hereby acknowledged, the parties hereto agréslaws:

SECTION 1
DEFINITIONS.
1.1 Certain Defined Terms.

As used in this Agreement, the following terms khat/e the following meanings (such meanings tedpgally applicable to both the singular
and plural forms of the terms defined):

"Acquisitions" means the acquisition by the Borroweits subsidiaries of at least a majority of tagital stock or all or substantially all of
the Property of another Person, division of anoBenson or other business unit of another Persbath&r or not involving a merger or
consolidation of such Person, provided that suehdPeor Property is used or useful in the samesimdar line of business as set forth on
Schedule 3.17 hereto (or any reasonable extensiomgpansions thereof).

"Adjusted Consolidated Net Worth" means, as ofdée of determination, Consolidated Net Worth mifiudeferred assets other than
prepaid insurance, prepaid taxes, prepaid intezggaordinary retirements, and deferred chargesrevbuch deferred charges are considered
by Tribunals when setting rates, (ii) patents, capys, trademarks, trade names, franchises, expetal expense, goodwill (other than
goodwill arising from the purchase of capital stockassets of a Person engaged in the telepharedlolar mobile communications business)
and similar intangible or intellectual propertyda(iii) unamortized debt discount and expense (utha@n debt discount and expense of the
Companies located in jurisdictions where such itamesconsidered by Tribunals when setting rates).

"Administrative Agent" is defined in the introdusti to this Agreement.

"Affiliate" of any Person means any other indivitloaentity that directly or indirectly controlst @ controlled by, or is under common
control with, such Person, and, for purposes af deffinition only, "control,” "controlled by," arfdinder common control with" mean
possession, directly or indirectly, of the powedteect or cause the direction of the managemepbticies of such Person (whether through
ownership of Voting Stock, by contract, or othem®yis

"Agents" means the Administrative Agent, the Syatdan Agent, the Co-Documentation Agents, and thargers.

"Agreement" means this 3@4ay Revolving Credit Agreement, as the same magnbended, supplemented, modified or restated frora to
time.

"Alternate Base Rate" means, for any day, thepateannum (rounded upwards, if necessary, to theese1/100 of 1%) equal to the greater
of (a) the Federal Funds Rate for such day plushatieof one percent (0.5%) and (b) the Prime Ratesuch day. Any change in the
Alternate Base Rate due to a change in the Printe &tahe Federal Funds Rate shall be effectivihereffective date of such change in the
Prime Rate or Federal Funds Rate.

"Applicable Lending Office" means, with respecetich Lender, and for each Type of Loan, the "Lean@iffice” of such Lender (or of an
Affiliate of such Lender) designated for such Tyjf¢.oan on the signature pages hereof or such offfiee of such Lender (or an Affiliate of
such Lender) as such Lender may from time to tipeeify to the Administrative Agent and the Borroviegrwritten notice in accordance w



the terms hereof as the office by which its Loaihsueh Type are to be made and maintained.

"Applicable Margin" means, at the time of any detiration thereof, for purposes of all Loans, thegmaof interest over the Alternate Base
Rate or the Eurodollar Rate, as the case may behwhapplicable at the time of any determinatidimterest rates under this Agreement,
which Applicable Margin shall be adjusted basedhenSenior Unsecured Long-Term Debt Rating (asitafter defined), as determined as
of the last day of the immediately preceding fispahrter of the Borrower, as follows:

Senior Unsecured Long-Term Debt Eurodollar Loan Ma rgin Base Rate Loan Margin
Rating
A or A2 or better 30.0 basis poin ts 0 basis points
A-or A3 37.5 basis poin ts 0 basis points
BBB+ or Baal 50.0 basis poin ts 0 basis points
BBB or Baa2 62.5 basis poin ts 0 basis points
below BBB or Baa2 75.0 basis poin ts 0 basis points

"Arrangers"” is defined in the introduction to tiigreement.
"Bank of America" means Bank of America, N.A., dioaal banking association.

"Base Rate Loan" means any Loan with respect talwtiie Borrower shall have selected an interestlvased on the Alternate Base Rate in
accordance with the provisions of Section 2.

"Board" means the Board of Governors of the Fedeeslerve System of the United States.
"Borrower" is defined in the introduction to thiggfeement.

"Borrowing" means a borrowing consisting of simokaus Loans from each of the Lenders distributeabhaamong the Lenders in
accordance with their respective Commitments.

"Borrowing Date" means the Business Day upon wttiehproceeds of any Borrowing are to be made aeait®a the Borrower.

"Business Day" means a day when the Administraligent and each Lender's Applicable Lending Office@pen for business, other than a
Saturday or Sunday, and if the applicable Busilessrelates to any Eurodollar Loan, a day on widealings in dollar deposits are carried
on in the London interbank market and commerciakbare open for domestic or international busiires®ndon, England, in New York,
New York, and in Dallas, Texa

"Cash Equivalents" means, as at any date, (a)iiestissued or directly and fully guaranteed auired by the United States or any agency or
instrumentality thereof (provided that the fulltfaind credit of the United States is pledged ppsut thereof) having maturities of not more
than twelve months from the date of acquisition,d@llar denominated time deposits and certificatiedeposit of (i) any Lender, (i) any
domestic commercial bank of recognized standingrigasapital and surplus in excess of $500,000,600 o

(iii) any bank whose short-term commercial pap&ngafrom S&P is at least A-1 or the equivalentréed or from Moody's is at least P-1 or
the equivalent thereof (any such bank being an féygd Bank™), in each case with maturities of narenthan 270 days from the date of
acquisition, (c) commercial paper and variableixed rate notes issued by any Approved Bank (ahkyparent company thereof) or any
variable rate notes issued by, or guaranteed lyydamestic corporation rated A-1 (or the equivatbereof) or better by S&P or P-1 (or the
equivalent thereof) or better by Moody's and matyswithin six months of the date of acquisition), (epurchase agreements entered into by
any Person with a bank or trust company (including of the Lenders) or recognized securities déwdeing capital and surplus in excess of
$500,000,000 for direct obligations issued by dliyfguaranteed by the United States in which suets&h shall have a perfected first priority
security interest (subject to no other Liens) aadiing, on the date of purchase thereof, a fair etarllue of at least 100% of the amount of
the repurchase obligations and (e) Investmentssifiad in accordance with GAAP as current assetsioney market investment programs
registered under the Investment Company Act of 184@mended, which are administered by reputatdedial institutions having capital

at least $500,000,000 and the portfolios of whiehlenited to Investments of the character desdribethe foregoing subdivisions (a) throt

(d).



"Co-Documentation Agents" is defined in the introtion to this Agreement.
"Code" means the Internal Revenue Code of 198&mended, together with rules and regulations prgatatl thereunder.

"Commitment" means, with respect to any Lenderctiramitment of such Lender to make Loans hereuradespych commitment may be
reduced from time to time pursuant to Section J.6(aeduced or increased from time to time purst@assignments by or to such Lender
pursuant to Section 9.20. The initial amount ofhelaender's Commitment is set forth on Schedule i the Assignment and Acceptance
pursuant to which such Lender shall have assurseglaimitment, as applicable.

"Commitment Fee" is defined in Section 2.4(a).
"Commitment Fee Percentage" is defined in Sectid(a.

"Commitment Utilization Percentage" means on anyttia percentage equivalent of a fraction (a) tin@erator of which is the sum of the
aggregate outstanding principal amount of Loans '(tlsed Commitment") and (b) the denominator ofclhs the aggregate amount of the
Total Commitment (or, on any day after terminatidthe Commitments, the aggregate amount of thal T@mmitment in effect
immediately preceding such termination).

"Companies" means, collectively, Borrower and itbSdiaries and "Company" means any of the same.

"Consolidated Net Worth" means, as of the dateetéminination, the amount of stated capital plusi{mus, in the case of a deficit) the
capital surplus and earned surplus of the Compaagesalculated in accordance with GAAP (but trepMinority Interests in Subsidiaries as
liabilities and excluding the contra-equity accoregulting from the Borrower's obligations undsrémployee stock ownership plan
commitments). For purposes of this Agreement, Clistested Net Worth shall exclude the effect of Sta¢éats No.101 and 106 of the
Financial Accounting Standards Board.

"Current Date" means any date after July 20, 2001.

"Current Financials" means the consolidated Firar&tiatements of the Companies for the fiscal gaded December 31, 2000, and the f
quarter ended March 31, 2001.

"Debt" means (without duplication), for any Persalhpbligations, contingent or otherwise (inclugljirvithout limitation, contingent
obligations in connection with letters of credithich in accordance with GAAP should be classifipdn such Person's balance sheet as
liabilities, but in any event including, withoutitation, whether or not such obligations in aceorck with GAAP should be classified as
liabilities, (a) liabilities secured (or for whi¢he holder of such Debt has an existing Right, iogeint or otherwise, to be so secured) by any
Lien existing on property owned or acquired by sBehson or a Subsidiary thereof (whether or notididity secured thereby shall have
been assumed), (b) obligations which have beemaeruGAAP should be capitalized for financial repay purposes, (c) all guaranties,
endorsements, and other contingent obligations regpect to Debt of others, including, but not tadito, any obligations to purchase, sel
furnish property or services intended by a Companmarily for the purpose of enabling such othersBa to make payment of any of such
Person's Debt, or to otherwise assure the holdenpbf such Debt against loss with respect theeatd (d) liabilities under any interest rate
swap, collar, floor, cap or similar contract.

"Debt Rating" means the public debt rating by S&HE Moody's for that class of non-credit enhancedi® unsecured debt with an original
term of longer than one year issued by the Borromréch has the lowest rating of all classes of noedit enhanced, senior unsecured debt
with an original term of longer than one year issbg the Borrower.

"Debtor Relief Laws" means the Bankruptcy Codehefltnited States of America and all other appliedioluidation, conservatorship,
bankruptcy, moratorium, rearrangement, receivershgolvency, reorganization, fraudulent transfecanveyance, suspension of payments,
or similar Laws from time to time in effect affengi the Rights of creditors generally.

"Default” means the occurrence of any event whith e giving of notice or the passage of timéoth would become an Event of Default.

"Default Rate" means an annual interest rate elquile lesser of (a) 2% plus the greater of (i)Alternate Base Rate and (ii) the Eurodollar
Rate and (b) the Highest Lawful Rate.

"EBIT" means, for any period, net income beforeoime Tax expense and interest expense and excltrreffects of nonrecurring and/or
unusual non-cash transactions that reduce net im@md items that do not reduce the cash flow oCvmpanies (e.g., write-off of
intangibles, write-down of assets, effect of newoamting pronouncements, etc.).

"EBITDA" means, for any period, the sum of (a) EBplus (b) depreciation and amortization.

"Eligible Assignee" means (a) any Lender and anfjliafe of any Lender so long as such Affiliateeditly or through one or more of its
Subsidiaries engages in commercial financing tretimas in the ordinary course of its business, @mdny other commercial bank, savir



and loan association, savings bank, finance compasyrance company, mutual fund or other financistitution, fund or investor which h.
been approved in writing by the Borrower and thenrdstrative Agent as an Eligible Assignee for pasgs of this Agreement, provided that
in each such case such approval shall not be wnehky withheld.

"Eligible Reinvestment" means (i) any acquisitisrhgther or not constituting a capital expenditbig, not constituting an Acquisition) of
assets or any business (or any substantial pagdfaised or useful in the same or a similar &hbusiness as set forth on Schedule 3.17
hereto (or any reasonable extensions or expangiensof) and (ii) any Acquisition.

"Environmental Law" means any Law that relatedénvironment or handling or control of HazardSubstances.

"ERISA" means the Employee Retirement Income Sgcgt of 1974, as amended from time to time, drlregulations promulgated
thereunder.

"ERISA Affiliate" means any company or trade or iness (whether or not incorporated) which, for usgs of Title IV of ERISA, is a
member of a group of which Borrower is a memberwhith is under common control with Borrower withiire meaning of section 414 of
the Code.

"Eurocurrency Liabilities" is defined in Regulati@n

"Eurodollar Loan" means any Loan with respect tacivlthe Borrower shall have selected an interdstliased on the Eurodollar Rate in
accordance with the provisions of Section 2.

"Eurodollar Rate" means, for any Interest Periadafoy Eurodollar Loan, an interest rate per annoar(ded upward to the nearest whole
multiple of 0.01% per annum) obtained by dividig {(he rate per annum appearing on the Dow Jorlesaie Page 3750 (or any successor
page) as the London interbank offered rate for digpn dollars at approximately 11:00 a.m. (Londiome) two Business Days prior to the
first day of such Interest Period for a term corapée to such Interest Period by (b) a percentagaléq 100% minus the Eurodollar Rate
Reserve Percentage for such Interest Period.

If for any reason the rate specified in subsect@rabove is not available, the applicable ratepfoposes of subsection (a) shall be the rat
annum appearing on Reuters Screen LIBO Page aotigon interbank offered rate for deposits in dsllat approximately 11:00 a.m.
(London time) two Business Days prior to the faay of such Interest Period for a term comparabkith Interest Period; provided,
however, if more than one rate is specified on Basubcreen LIBO Page, the applicable rate shathdarithmetic mean of all such rates
(rounded upwards, if necessary, to the neares01310%).

"Eurodollar Rate Reserve Percentage" for any IstdPeriod for any Eurodollar Loan means the respeveentage applicable two Business
Days before the first day of such Interest Perinden regulations issued from time to time by thaf8loof Governors of the Federal Reserve
System (or any successor) for determining the maimeserve requirement (including, without limitetj any emergency, supplemental or
other marginal reserve requirement) for a membek loéithe Federal Reserve System in New York Cityrwespect to liabilities or assets
consisting of or including Eurocurrency Liabilitiésr with respect to any other category of liakabtthat includes deposits by reference to
which the interest rate on Eurodollar Loans is heileed) having a term equal to such Interest Period

"Event of Default" means any of the events desdrineSection 6, provided there has been satisfigdr@quirement in connection therewith
for the giving of notice, lapse of time, or happenof any further condition, event, or act.

"Excess Utilization Day" means each day on whigh@@mmitment Utilization Percentage equals or eds&3%.

"Existing Credit Agreement" means that certain $0,800,000 Revolving Credit Facility Agreement disds of July 31, 2000, as amended,
among the Borrower, the lenders party thereto, Bdrkmerica, N.A., as administrative agent for sledders and Citibank, N.A., as
syndication agent for such lenders, as amendet@teds supplemented or modified from time to time.

"Federal Funds Rate" means, for any day, the mtamnum (rounded upwards, if necessary, to theesed/100 of 1%) equal to the weighted
average of the rates on overnight Federal funas#etions with members of the Federal Reserve Byateanged by Federal funds broker:
such day, as published by the Federal Reserve &aNkw York on the Business Day next succeedindp siay; provided that (a) if such day
is not a Business Day, the Federal Funds Rateuftir day shall be such rate on such transactiotiseonext preceding Business Day as so
published on the next succeeding Business Day(l@ritino such rate is so published on such neatseding Business Day, the Federal
Funds Rate for such day shall be the average natged to the Administrative Agent (in its indivadwapacity) on such day on such
transactions as determined by the Administrativerftg

"Financial Officer" means the chief financial offig treasurer or controller of the Borrower.
"Financial Report Certificate" means a certificatdstantially in the form of Exhibit D.

"Financial Statements" means balance sheets, instatements, statements of stockholders' equitystatements of cash flow preparec



comparative form to the corresponding period ofgreceding fiscal year.

"Funded Debt" shall mean and include, as of ang datof which the amount thereof is to be deterdi(igall funded indebtedness of the
Companies, (i) all funded indebtedness of any Blidny (other than funded indebtedness of such iBidrg owing to the Borrower or
another Subsidiary), and (iii) all indebtednesstiorrowed money, but not (iv) indebtedness sechyeadr borrowed against the cash surrel
value of life insurance policies up to the amourdiech cash surrender value.

"GAAP" means generally accepted accounting priesigf the Accounting Principles Board of the Amanidnstitute of Certified Public
Accountants and the Financial Accounting StandBaisrd which are applicable as of the date of timuf¢ial Statements in question.

"Guaranty" means by any particular Person, allgattions of such Person guaranteeing or in effeatapnieeing any Debt, dividend or other
obligation of any other Person (the "primary obtlyan any manner whether directly or indirectlgciuding, without limitation of the
generality of the foregoing, obligations incurrbdough an agreement, contingent or otherwise, bl particular Person (i) to purchase such
Debt or obligation or any property or assets ctunstig security therefor, (ii) to advance or supfupds (x) for the purchase or payment of
such Debt or obligation or (y) to maintain workiogpital or equity capital or otherwise to advancenake available funds for the purchase or
payment of such Debt or obligation, (iii) to purskgroperty, securities or services primarily fe purpose of assuring the owner of such
Debt or obligation of the ability of the primarylamwr to make payment of the Debt or obligatior(ig) otherwise to assure the owner of the
Debt or obligation of the primary obligor againss$ in respect thereof.

"Hazardous Substance" means any hazardous ontasite, pollutant, contaminant, or substance.

"Highest Lawful Rate" means at the particular timguestion the maximum rate of interest which,amabplicable Laws, the Lenders are
then permitted to charge the Borrower on the Olibga If the maximum rate of interest which, undeplicable Laws, the Lenders are
permitted to charge the Borrower on the Obligasball change after the date hereof, the HighesffllaRate shall be automatically increa:
or decreased, as the case may be, as of the efféictie of such change without notice to the Boeow

"Indemnified Parties" is defined in Section 9.23.

"Interest Payment Date" means (i) with respecitpBase Rate Loan, each Quarterly Payment Daiégarlier the Termination Date, or the
date of prepayment of such Loan or conversion ofidwpan to a Eurodollar Loan, and

(i) with respect to any Eurodollar Loan, the ldal of the Interest Period applicable thereto andddition in the case of a Eurodollar Loan
with an Interest Period longer than three montashalay that would have been the Interest Paymata for such Loan had an Interest Pe
of three months been applicable to such Loan.

"Interest Period" means, with respect to each Lt@nduration of such Loan and as to any Eurodalian, the period commencing on the
date of such Loan and ending on the numericallyesponding day (or if there is no corresponding, tlag last day) in the calendar month
that is one, two, three, or six months thereaéterthe Borrower may elect; provided, however f@ny Interest Period would end on a day
which shall not be a Business Day, such Intereso@shall be extended to the next succeeding BgsiDay unless such next succeeding
Business Day would fall in the next calendar moirttwhich case such Interest Period shall end em#xt preceding Business Day, and (ii)
no Interest Period may be selected that endstlzerthe Termination Date. Interest shall accramfand including the first day of an Interest
Period to but excluding the last day of such IrgeReriod.

"Laws" means all applicable statutes, laws, treatedinances, rules, regulations, orders, wrifsinictions, decrees, judgments, or opinions of
any Tribunal.

"Lenders" means those lenders signatory heretam#nat financial institutions which from time to tinbbecome party hereto pursuant to the
provisions of this Agreement.

"Lien" means any lien, mortgage, security interpldge, assignment, charge, title retention ages¢nor encumbrance of any kind, and any
other Right of or arrangement with any creditoh&we his claim satisfied out of any property oeéssor the proceeds therefrom, prior to the
general creditors of the owner thereof.

“Litigation" means any action conducted, pendinghoeatened by or before any Tribunal.

"Loan" means the loans made by the Lenders to the®er pursuant to
Section 2.1 of this Agreement, which may be inftren of a Eurodollar Loan or a Base Rate Loan.

"Loan Papers" means (i) this Agreement, certifisatelivered pursuant to this Agreement, and exdiid schedules hereto, (ii) any notes,
security documents, guaranties, and other agresnrefavor of the Agents and the Lenders, or angoone of them, ever delivered in
connection with this Agreement, and (iii) all rerssy extensions, or restatements of, or amendnoesispplements to, any of the foregoing.

"Majority Lenders" means at any time the Lendeisgling at least 51% of the then aggregate unpaittjpal amount of the Loans or, if no
Loans are outstanding, the Lenders having at ¥t of the available Commitmen



"Margin Stock" means "margin stock" within the miggnof Regulations T, U, or X of the Board.

"Material Adverse Effect" means any set of one orercircumstances or events which, individuallgaitectively, will result in any of the
following:

(a) a material and adverse effect upon the valwlitgnforceability of any Loan Paper, (b) a matexiad adverse effect on the consolidated
financial condition of the Companies representetthélater of the Current Financials or the mosen audited consolidated Financial
Statements, (c) a Default or (d) the issuance @fcountant's report on the Companies' consolidgteghcial Statements containing an
explanatory paragraph about the entity's abilitgdotinue as a going concern (as defined in acooelwith Generally Accepted Auditing
Standards).

"Material Agreement” of any Person means any melteniitten or oral agreement, contract, commitmenunderstanding to which such
Person is a party, by which such Person is dirextindirectly bound, or to which any assets oftsBerson may be subject, and which is not
cancelable by such Person upon 30 days or lessenaiihout liability for further payment other thanminal penalty, and which requires s
Person to pay more than 1 percent of ConsolidattdA%rth during any 12-month period.

"Minority Interest" means, with respect to any Sdlesy, an amount determined by valuing preferredis held by Persons other than the
Borrower and its wholly-owned Subsidiaries at tb&mtary or involuntary liquidating value of sucteferred stock, whichever is greater, and
by valuing common stock or partnership interestd bg Persons other than the Borrower and its wholtned Subsidiaries at the book value
of capital and surplus applicable thereto on thekbmf such Subsidiary adjusted, if necessarefleat any changes from the book value of
common stock required by the foregoing method &dimg Minority Interest attributable to preferrebek.

"Moody's" means Moody's Investors Service, Inc.

"Multiemployer Plan" means a multiemployer plardained in sections 3(37) or 4001(a)(3) of ERISAsection 414 of the Code to which
any Company or any ERISA Affiliate is making, orshraade, or is accruing, or has accrued, an oldigati make contributions.

"Net Cash Proceeds" means the aggregate cash loiEQag/alents proceeds received by the Compangspeact of any disposition of assets
as contemplated by Section 5.16(¢e)(ii), net ofd{egct costs (including, without limitation, legalgcounting and investment banking fees, and
sales commissions), (b) taxes paid or payablerasudt thereof and (c) the amount necessary teratiy Debt secured by a Permitted Lier
the related Property; it being understood that "Si@sh Proceeds" shall include, without limitatiany cash or Cash Equivalents received
upon the sale or other disposition of any non-eastsideration received by any such Company in @spodition of assets.

"Note" means a promissory note of the Borrower péyto the order of each Lender, in substantidde/form of Exhibit B hereto, with the
blanks appropriately completed, evidencing the eggte indebtedness of the Borrower to such Lerederting from the Loans made by such
Lender to the Borrower, together with all modificats, extensions, renewals, and rearrangemenisaher

"Notice of Borrowing" is defined in Section 2.2.

"Obligation" means all present and future indebésdn obligations, and liabilities, and all renewaldensions, and modifications thereof,
owed to the Agents and the Lenders, or any or safrtteem, by the Borrower, arising pursuant to amwah Paper, together with all interest
thereon and costs, expenses, and attorneys' fa@sdd in the enforcement or collection thereof.

"Participant” is defined in Section 9.20(b).
"PBGC" means the Pension Benefit Guaranty Corpmratir any successor thereof, established purso&RISA.
"Permitted Liens" means the Liens described on Gdee2.

"Person" means and includes an individual, partipygoint venture, corporation, trust, limitedbidty company, limited liability partnershi
or other entity, Tribunal, unincorporated organmat or government, or any department, agencypbtigal subdivision thereof.

"Plan" means any plan defined in Section 4021 (&RISA in respect of which the Borrower is an "eay@r" or a "substantial employer" as
such terms are defined in ERISA.

"Property” means any interest in any kind of proper asset, whether real, personal or mixed, mgitde or intangible.

"Prime Rate" means the per annum rate of intestabshed from time to time by Bank of Americatagprime rate, which rate may not be
the lowest rate of interest charged by Bank of Aozeto its customers.

"Purchaser" is defined in Section 9.20(c).

"Quarterly Payment Date" means the last BusinegsdDaach March, June, September and Decembercbfyaszar, the first of which shall be
the first such day after the date of this Agreerr



"Regulation D" means Regulation D of the Boardth&ssame is from time to time in effect, and aflaidl rulings and interpretations
thereunder or thereof.

"Regulatory Change" means, with respect to any eer(d) any adoption or change after the date fiefear in United States federal, state or
foreign Laws (including Regulation D) or guidelinsggplying to a class of banks including such Len¢®rthe adoption or making after the
date hereof of any interpretations, directivesegiuests applying to a class of banks including $ctder of or under any United States
federal, state or foreign Laws or guidelines (wketbr not having the force of law) by any Tribummabnetary authority, central bank, or
comparable agency charged with the interpretaticadministration thereof, or (c) any change inititerpretation or administration of any
United States federal, state or foreign Laws odelinies applying to a class of banks including duehder by any Tribunal, monetary
authority, central bank, or comparable agency athigith the interpretation or administration thdreo

"Restricted Payment" means

() the declaration or payment of dividends byBloerower, or distribution (in cash, property, olalipns or other securities or any
combination thereof) on account of any shares pfdass of capital stock of the Borrower, or

(b) other payments or distributions by the Borrowéether by reduction of capital or otherwise oocamt of any shares of any class of
capital stock of the Borrower, or

(c) the setting apart of money for a sinking oresthnalogous fund by the Borrower for the purchesgemption, retirement or other
acquisition of any shares of any class of capttatlsof the Borrower, or any warrant, option orathight to acquire any capital stock of the
Borrower;

but in each case in (a), (b) and (c) above, exotydividends or other distributions payable solelgommon stock of the Borrower.
"Rights" means rights, remedies, powers, and déas.
"S&P" means Standard and Poor's Ratings Serviges,d division of The McGraw Hill Companies, Inc.

"Senior Unsecured Long-Term Debt Rating" meansfasy date, the Debt Rating that has been moshtlgcannounced by S&P and
Moody's. In connection with any determination af thenior Unsecured Long-Term Debt Rating pursuatite immediately preceding
sentence:

(i) for purposes of determining the Applicable Miargr the Commitment Fee Percentage, (a) if only oihS&P and Moody's shall have in
effect a public debt rating, the Applicable Margind the Commitment Fee Percentage (as set foB8Rhdtion 2.4(a)) shall be determined by
reference to the available rating; (b) if the rgsirestablished by S&P and Moody's shall fall wittiifierent levels, the Applicable Margin and
the Commitment Fee Percentage shall be based bpdrigher rating, except that if the differencénis or more levels, the Applicable
Margin and the Commitment Fee Percentage shalabedon the rating that is one level below thedghting; (c) if any rating established
by S&P or Moody's shall be changed, such changélshaffective as of the date on which such chadadiest announced publicly by the
rating agency making such change; (d) if S&P or Md® shall change the basis on which ratings aebkshed, each reference to the public
debt rating announced by S&P or Moody's, as the n@y be, shall refer to the then equivalent rabtn&&P or Moody's, as the case may
(e) if neither S&P nor Moody's shall have in effagbublic debt rating but at least one of S&P arab/'s has in effect a rating for any class
of senior secured debt with an original term ofgenthan one year issued by the Borrower, the Apple Margin and Commitment Fee
Percentage shall be determined by reference ting ithat is one level lower than the rating thas lheen most recently announced by S&P
and Moody's for such class of debt; and (f) if meitS&P nor Moody's shall have in effect eitheubljz debt rating or a rating for any clas:
senior secured debt with an original term of lort)an one year issued by the Borrower, the Appledtargin and Commitment Fee
Percentage shall be set in accordance with thesiolereel rating and highest percentage rate s#t forthe respective tables relating to
"Applicable Margin" and "Commitment Fee Percentags'the case may be, and

(i) for purposes of Section 5.16(e), (a) if onlyeoof S&P and Moody's shall have in effect a pubébt rating, the Senior Unsecured Long-
Term Debt Rating shall be determined by referendté available rating; (b) if the ratings estdidid by S&P and Moody's shall fall within
different levels, the Senior Unsecured Long-TernbfRating shall be based upon the lower ratingif @y rating established by S&P or
Moody's shall be changed, such change shall beteiéeas of the date on which such change isdinstounced publicly by the rating agency
making such change; (d) if S&P or Moody's shallngiethe basis on which ratings are establishedh, redierence to the public debt rating
announced by S&P or Moody's, as the case may b#,refer to the then equivalent rating by S&P coddy's, as the case may be; (e) if
neither S&P nor Moody's shall have in effect a pubébt rating but at least one of S&P and Moobg's in effect a rating for any class of
senior secured debt with an original term of lon@n one year issued by the Borrower, the Senimetlured Long-Term Debt Rating shall
be deemed to be the rating that is one level Idginem the rating that has been most recently anmabibg S&P and Moody's for such class of
debt; and (f) if neither S&P nor Moody's shall haveffect either a public debt rating or a ratfogany class of senior secured debt with an
original term of longer than one year issued byBbeower, the Debt Rating by S&P shall be deenoelokt less than BBB+ and the Debt
Rating by Moody's shall be deemed to be less ttea?B

"Significant Subsidiary" means a Subsidiary of Boarower (i) the assets of which equal or exceedob#l assets of the Borrower and its
Subsidiaries as shown on a consolidated balanet eshthe Borrower and its Subsidiaries, (ii) theerating revenue of which, for the m



recently ended period of twelve consecutive moreghjsals or exceeds 5% of the operating revenudgsddorrower and its Subsidiaries for
such period, or (iii) the net income of which, the most recently ended period of twelve conseeutionths, equals or exceeds 5% of the net
income of the Borrower and its Subsidiaries forrsperiod.

"Solvent" means, as to any Person at the time tefraenation, that
(a) the aggregate fair value of such Person'ssasgeeeds the present value of its liabilities (vbecontingent, subordinated, unmatured,
unliquidated, or otherwise), and (b) such Persanséficient cash flow to enable it to pay its Debas they mature.

"Subsidiary" means any Person with respect to wBiotrower or any one or more Subsidiaries ownsctliyer indirectly 50% or more of the
issued and outstanding voting stock (or equivatgetests).

"Syndication Agent" is defined in the introductitmthis Agreement.

"Taxes" means all taxes, assessments, fees, aratheges at any time imposed by any Laws or Tahun

"Termination Date" means July 29, 2002, subjeciyénr, to termination in whole of the Total Commétmh pursuant to Section 2.5.
"Total Commitment" means, at any time the aggregateunt of the Lenders' Commitments, as in effestiah time.

"Tribunal" means any municipal, state, commonwedétieral, foreign, territorial, or other courtgonmental body, subdivision, agency,
department, commission, board, bureau, or instraafign

"Type" shall mean any type of Loan (i.e., a BaseeRa@an or Eurodollar Loan).

"United States" and "U.S." each means United Stftésnerica.

"Used Commitment" has the meaning set forth indiiinition of "Commitment Utilization Percentage' $ection 1.1.
"Utilization Fee" is defined in Section 2.4(b).

"Voting Stock" shall mean securities (as such teratefined in
Section 2(1) of the Securities Act of 1933, as ateel) of any class or classes, the holders of wdnietordinarily, in the absence of
contingencies, entitled to elect a majority of tleeporate directors (or Persons performing sinfilactions).

1.2 Number and Gender of Words.

Whenever in any Loan Paper the singular numbesésl uthe same shall include the plural where apiatepand vice versa, and words of any
gender shall include each other gender where apptep

1.3 Accounting Principles.

All accounting and financial terms used in the L&apers and the compliance with each financial manttherein shall be determined in
accordance with GAAP as in effect on the date isf Agreement, and all accounting principles shalbpplied on a consistent basis so the
accounting principles in a current period are coraipie in all material respects to those appliethénconsolidated Financial Statements for
the Companies for the twelve months ended DeceBthe2000.

SECTION 2
FACILITIES.
2.1 Commitments.

Subject to the terms and conditions and relyingnuppe representations and warranties herein s, feach Lender, severally and not jointly,
agrees to make revolving credit loans ("Loans'thoBorrower, at any time and from time to timeaml after the date hereof and until the
Termination Date. Notwithstanding the foregoings #ggregate principal amount of all Loans of a legrgthall not exceed at any time
outstanding such Lender's Commitment. Within thredoing limits, the Borrower may borrow, repay,pag, and reborrow hereunder, on
after the date hereof and prior to the Terminabare, subject to the terms, provisions, and lirdtet set forth herein.

2.2 Borrowing Procedure.

In order to effect a Borrowing, the Borrower shiahd deliver or telecopy to the Administrative Agarduly completed request {



Borrowing, substantially in the form of Exhibit Aefeto (a "Notice of Borrowing"), (i) in the casemdrodollar Loans, not later than 12:00
Noon, Dallas, Texas time, three Business Days befawr Borrowing Date specified for a proposed Being, and (i) in the case of Base R
Loans, not later than 12:00 Noon, Dallas, Texasg tiom the Business Day which is the Borrowing Batecified for a proposed Borrowing.
Such notice shall be irrevocable and shall in eade refer to this Agreement and specify (x) whettihe Loans then being requested are to be
Eurodollar Loans or Base Rate Loans, (y) the BoimgwDate of such Loans (which shall be a Businesg) @nd the aggregate amount the
(which shall not be less than $5,000,000 and $iga#in integral multiple of $1,000,000), and (z)hie case of a Eurodollar Loan, the Interest
Period with respect thereto (which shall not erndrlthan the Termination Date). If no Interest 8&nvith respect to any Eurodollar Loan is
specified in any such Notice of Borrowing, then Barower shall be deemed to have selected arelsit@eriod of one month's duration.
Promptly, and in any event on the same day the Atnative Agent receives a Notice of Borrowing guant to this

Section 2.2, if such notice is received by 11:00.aDallas, Texas time on a Business Day and oteeran the next succeeding Business |
the Administrative Agent shall advise the other ders of such Notice of Borrowing and of each Lelsdeortion of the requested Borrowing
by telecopier. Each Borrowing shall consist of Loafithe same Type made on the same day and hinargame Interest Period.

2.3 Conversions.

Subject to the conditions and limitations set fontthis Agreement, the Borrower shall have thétrigom time to time to convert all or part
one Type of Loan into another Type of Loan or tatewe all or a part of any Loan that is a Euraaiolloan from one Interest Period to
another Interest Period by giving the Administratdgent written notice (by means of a Notice of Baring) (i) in the case of Eurodollar
Loans, not later than 11:00 a.m., Dallas, Texas tilree Business Days before the date specifresufth proposed conversion or
continuation, and (ii) in the case of Base Ratenspaot later than 11:00 a.m., Dallas, Texas tonethe Business Day which is the date
specified for such proposed conversion or contionaSuch notice shall specify (A) the proposeddat conversion or continuation, (B) the
amount of the Loan to be converted or continuelljif@he case of conversions, the Type of Loanet@dnverted into, and (D) in the case
continuation of or conversion into a Eurodollar hpthe duration of the Interest Period applicabréto; provided that (1) Eurodollar Loans
may be converted only on the last day of the appleInterest Period, (2) except for conversiorBdse Rate Loans, no conversion shall be
made while a Default or Event of Default has ocedrand is continuing and no continuations of ansoBollar Loan from one Interest Period
to another Interest Period shall be made while faleor Event of Default has occurred and is aauitig, unless such conversion or
continuation has been approved by Majority Lendamsl, (3) each such conversion or continuation $feaih an amount not less than
$5,000,000 and shall be an integral multiple oD®0,000. All notices given under this Section shalirrevocable. If the Borrower shall fall
to give the Administrative Agent the notice as sfiett above for continuation or conversion of a &dollar Loan prior to the end of the
Interest Period with respect thereto, such Euraddlban shall automatically be converted into aeBRate Loan on the last day of the Interest
Period for such Eurodollar Loan.

2.4 Fees.

(a) Commitment Fees. The Borrower agrees to paath Lender, through the Administrative Agent, aoheQuarterly Payment Date and on
the Termination Date, in immediately available fsnad commitment fee (a "Commitment Fee") calculatethe unused Commitment by
multiplying the applicable percentage (the "ComneitinFee Percentage") set forth below by the avedaidy unused portion of the
Commitment of such Lender, as applicable, durimgptteceding quarter (or shorter period commenciitiy thve date hereof and/or ending
with the Date or the Termination Date):

Senior Unsecured Long-Term Debt Rating Co mmitment Fee Percentage
A or A2 or better 065 percent per annum
A- or A3 08 percent per annum
BBB-+ or Baal 10 percent per annum
BBB or Baa2 125 percent per annum
below BBB or Baa2 15 percent per annum

All Commitment Fees shall be computed by the Adstrative Agent on the basis of the actual numbetagk elapsed in a year of 365 days,
and shall be conclusive and binding for all purposdsent manifest error. The Commitment Fee deadb Lender shall commence to ac
on the date hereof and shall cease to accrue agatfier of the Termination Date and the termimatithe Commitment of such Lender as
provided herein. Notwithstanding the foregoingnmevent shall any Lender be permitted to receiyecampensation hereunder constituting
interest in excess of the Highest Lawful Rate.

(b) Utilization Fees. The Borrower agrees to pagdoh Lender, through the Administrative Agenteanh Quarterly Payment Date and on
the Termination Date, in immediately available fend utilization fee (a "Utilization Fee") equal(fp12.5 basis points (.125%) per annum
each day on which the Commitment Utilization Petaga is less than 66%, but greater than or equgB%b and (ii) 25 basis points (.25¢



per annum for each day on which the Commitmenizdtion Percentage equals or exceeds 66%, whicbhfaléaccrue on the daily amount
of the Used Commitment of such Lender for each Exddtilization Day during the period from and irdilg the Closing Date to but
excluding the date on which such Lender's Commitrt@minates; provided that, if such Lender cordggto have any outstanding Loans
after its Commitment terminates, then such utiimafee shall continue to accrue on the daily aggte principal amount of such Lender's
Loans for each Excess Utilization Day from andunahg the date on which its Commitment terminatelsut excluding the date on which
such Lender ceases to have any outstanding Loans.

All Utilization Fees shall be computed by the Adistrative Agent on the basis of the actual numbetags elapsed (including the first day
but excluding the last day) in a year of 365 daysl shall be conclusive and binding for all purgosdsent manifest error. Fees paid shal
be refundable under any circumstances. Notwithétgrtthe foregoing, in no event shall any Lendepbenitted to receive any compensation
hereunder constituting interest in excess of thghElst Lawful Rate.

2.5 Optional Termination and Reduction of Commitisen

(a) Subject to Section 2.11(b), the Borrower mayramently terminate, or from time to time in pagtipanently reduce, the Total
Commitment upon at least two Business Days priditewr notice to the Administrative Agent (who shadbmptly forward a copy thereof to
each Lender). Such notice shall specify the dadktla®m amount of the termination or reduction of Tltal Commitment. Each such partial
reduction of the Total Commitment shall be in aiminm aggregate principal amount of $5,000,000 arahiintegral multiple of $1,000,000.

(b) On the Termination Date the Total Commitmeralisbe zero.

(c) Each reduction in the Total Commitment pursuarthis paragraph shall be made ratably amondiéinelers in accordance with their
respective Commitments.

(d) Simultaneously with any termination or reduntif the Commitments pursuant to this paragraphBtbrrower shall pay to the
Administrative Agent for the accounts of the Lersdtre Commitment Fees on the amount of the Totati@itment, so terminated or reduc
accrued through the date of such termination anctain.

2.6 Loans.

(a) Each Borrowing made by the Borrower on any das#l be in an integral multiple of $1,000,000 amd minimum aggregate principal
amount of $5,000,000. Loans shall be made by timeléses ratably in accordance with their respectisen@itments on the Borrowing Date
the Borrowing; provided, however, that the failofeany Lender to make any Loan shall not in itselfeve any other Lender of its obligation
to lend hereunder.

(b) Each Loan shall be a Eurodollar Loan or a BRae Loan, as the Borrower may request subjeatddraaccordance with Section

2.2. Each Lender may at its option make any Eutadbban by causing a foreign branch of such Lentdenake such Loan; provided,
however, that any exercise of such option shallaffeict the obligation of the Borrower to repayslioan in accordance with the terms of
applicable Note and this Agreement. Loans of mioa@ tone interest rate option may be outstanditigeatame time; provided, however, that
the Borrower shall not be entitled to request aagrLwhich, if made, would result in an aggregatmofe than 10 separate Borrowings being
outstanding hereunder at any one time. For purpafSiee foregoing, Loans having different Interestiods, regardless of whether they
commence on the same date, shall be considerethtzpaans and all Base Rate Loans, regardlesiether they commence on difference
dates, shall be considered a single Borrowing.

(c) Subject to Section 2.3, each Lender shall nitakgortion of each Borrowing on the proposed Bwaing Date thereof by paying the ama
required to the Administrative Agent in Dallas, &exn immediately available funds not later tharD@zhoon, Dallas, Texas time, and the
Administrative Agent shall by 2:00 p.m., Dallasx@e time, credit the amounts so received to themgéeposit account of the Borrower
with the Administrative Agent or, if Loans are moade on such date because any condition precemarBarrowing herein specified shall
have been met, return the amounts so receivectreipective Lenders as soon as practicable; mdyltbwever, if and to the extent the
Administrative Agent fails to return any such amisuto a Lender on the Borrowing Date for such Beimng, the Administrative Agent shall
pay interest on such unreturned amounts, for eaghirdm such Borrowing Date to the date such ansard returned to such Lender, at the
Federal Funds Rate.

(d) The outstanding principal amount of each Lodictvis a Eurodollar Loan shall be due and payahlée last day of the Interest Period
applicable to such Loan, as the case may be, adutstanding principal balance of each Loan whi@Base Rate Loan shall be due and
payable on the Termination Date.

2.7 Notes.

The Loans made by each Lender shall be evidencedsbygle Note, payable to the order of such Lendarprincipal amount equal to the
Commitment of such Lender. Each Note shall bearést from the date thereof on the outstandingcjéh balance thereof as set forth in
Section 2.8 and

Section 2.9. Each Lender shall, and is hereby aiz#ab by the Borrower to, make in its records iatato such Note an appropriate notation
evidencing the date and amount of each Loan of Eaolder, and each payment or prepayment of prihoifpany Loan. The aggregate unp



principal amount so recorded shall be presumptigesce of the principal amount owing by the Boreowo a Lender and unpaid under the
Note of such Lender. The failure of any Lender kmsuch a notation or any error therein shalimany manner affect the obligation of 1
Borrower to repay the Loans made by such Lendacaordance with the terms of the relevant Note.

2.8 Interest on Loans.

(a) Subject to the provisions of Section 2.9, dagtodollar Loan shall bear interest at a rate peuan (computed on the basis of the actual
number of days elapsed over a year of 360 days)l égthe lesser of (i) the Highest Lawful Rate &ijdhe Eurodollar Rate for the Interest
Period in effect for such Loan, plus the Applicallargin. Interest on each Eurodollar Loan shalpbgable on each Interest Payment Date
applicable thereto. The applicable Eurodollar Rateeach Interest Period shall be determined byAdministrative Agent, and such
determination shall be conclusive absent manifest.e

(b) Subject to the provisions of Section 2.9, eBake Rate Loan shall bear interest at the ratamparm (computed on the basis of the actual
number of days elapsed over a year of (x) 365 6rd2fy/s, as the case may be if the Alternate BasziRhased on the Prime Rate or (y) 360
days if the Alternate Base Rate is based on theraeBunds Rate) equal to the lesser of (i) thenkst) Lawful Rate and (ii) the Alternate B
Rate plus the Applicable Margin. Interest on eaeBéBRate Loan shall be payable on each Quarteylpéta Date applicable thereto. The
applicable Alternate Base Rate shall be determiryetthe Administrative Agent, and such determinasball be conclusive absent manifest
error.

2.9 Interest on Overdue Amounts.

If the Borrower shall default in the payment of girencipal of or interest on any Loan or any otaerount becoming due hereunder, the
Borrower shall on demand from time to time payriesg, to the extent permitted by Law, on such defdiamount up to (but not including)
the date of actual payment (after as well as bgtatgment) at a rate per annum equal to the lexfser

() the Highest Lawful Rate and (ii) the DefaulttRa

2.10 Alternate Rate of Interest for Eurodollar Lean

In the event, and on each occasion, that on thévdausiness Days prior to the commencement oflargyest Period for a Eurodollar Lot
the Administrative Agent shall have determined thatar deposits in the amount of the requesteaicfal amount of such Eurodollar Loan
are not generally available in the London interbardcket, or that dollar deposits are not geneiallgilable in the London interbank market
for the requested Interest Period, or that theasatehich such dollar deposits are being offerdtivait adequately and fairly reflect the cost to
any Lender of making or maintaining such Euroddlean during such Interest Period, or that reasien@eans do not exist for ascertaining
the Eurodollar Rate, the Administrative Agent shadl soon as practicable thereafter, give telecopige of such determination, stating the
specific reasons therefor, to the Borrower and_#n@ders. In the event of any such determinatioy,raquest by the Borrower for a
Eurodollar Loan shall, until the circumstances givrise to such notice no longer exist, be deemdxtta request for a Base Rate Loan. Each
determination by the Administrative Agent hereurstaall be conclusive absent manifest error.

2.11 Mandatory and Optional Prepayment of Loans.

(a) Prior to the Termination Date, the Borrowerlshave the right at any time to prepay any Bormagyiin whole or in part, subject to the
requirements of Section 2.14 and Section 2.15 tharaise without premium or penalty, but prepaynedriEurodollar Loans shall require at
least two Business Days prior written notice toAlukeninistrative Agent; provided, however, that eadleh partial prepayment shall be in an
integral multiple of $1,000,000 and in a minimungeagate principal amount of $2,000,000. Each naifqarepayment shall specify the
prepayment date and the aggregate principal anafwe#ch Borrowing to be prepaid, shall be irrevdeand shall commit the Borrower to
prepay such Borrowing by the amount stated therein.

(b) On the date of any termination or reductionhef Total Commitment pursuant to Section 2.5(a,Bbrrower shall pay or prepay so much
of the Loans as shall be necessary in order tieadigregate principal amount of the Loans outstandgill not exceed the Total Commitment
following such termination or reduction. Subjecthe foregoing and the requirements of Sectionghg,such payment or prepayment shall
be applied to such Borrowing or Borrowings as tleerBwer shall select. All prepayments under thisageaph shall be subject to Section :
and Section 2.15.

(c) All Loans, together with accrued and unpaie@tiest thereon, shall be due and payable in fulherTermination Date.

(d) All prepayments under this Section 2.11 shaltbcompanied by accrued interest on the prineipaunt being prepaid to the date of
prepayment.

2.12 Reserve Requirements; Change in Circumstances.

(a) Notwithstanding any other provision hereirgfier the date of this Agreement any Regulatoryrmgkg(i) shall change the basis of taxation
of payments to any Lender of the principal of deiest on any Eurodollar Loan made by such Lendang other fees or amounts payable
hereunder (other than (x) Taxes imposed on or meddy the capital, receipts or franchises of dueder or the overall gross or net income
of such Lender by the jurisdiction in which sucmter has its principal office or by any politicakslivision or taxing authority therein (



any Tax which is enacted or adopted by such juridi, political subdivision, or taxing authoritg a direct substitute for any such Taxes) or
(y) any Tax, assessment, or other governmentagehtaat would not have been imposed but for tHariaiof any Lender to comply with any
certification, information, documentation, or otleporting requirement), (ii) shall impose, modify,deem applicable any reserve, special
deposit, or similar requirement with respect to &ayodollar Loan, against assets of, deposits aitlor the account of, or credit extended
such Lender under this Agreement, or (iii) withpest to any Eurodollar Loan, shall impose on suehder or the London interbank market
any other condition affecting this Agreement or &wodollar Loan made by such Lender, and the re$any of the foregoing shall be to
increase the cost to such Lender of maintaininGasimitment or of making or maintaining any EurdaloLoan or to reduce the amount of
any sum received or receivable by such Lender helesuwhether of principal, interest, or otherwise)espect thereof by an amount deemed
in good faith by such Lender to be material, tHemBorrower shall pay to the Administrative Agemt the account of such Lender such
additional amount or amounts as will compensaté sender for such increase or reduction to suctdeerto the extent such amounts have
not been included in the calculation of the EurtatdRate, upon demand by such Lender (through thmiAistrative Agent). Notwithstanding
the foregoing, in no event shall any Lender be jitethto receive any compensation hereunder caotisiif interest in excess of the Highest
Lawful Rate.

(b) If any Lender shall have determined in goothfétiat any Regulatory Change regarding capitafjadey or compliance by any Lender (or
its parent or any lending office of such Lenderfwany request or directive regarding capital adegwhether or not having the force of
Law) of any Tribunal, monetary authority, centrahl, or comparable agency, has or would have feetedf reducing the rate of return on
such Lender's (or its parent's) capital as a caregerge of its obligations hereunder to a level belwat which such Lender (or its parent) cc
have achieved but for such Regulatory Change, miptiance (taking into consideration such Lendeolécpes with respect to capital
adequacy) by an amount deemed in good faith by kanHer to be material, then from time to time, Bogrower shall pay to the
Administrative Agent for the account of such Lenglech additional amount or amounts as will compeensach Lender for such reduction
upon demand by such Lender (through the Adminigaigent). Notwithstanding the foregoing, in naavshall any Lender be permitted to
receive any compensation hereunder constitutirggest in excess of the Highest Lawful Rate.

(c) A certificate of a Lender setting forth in reaable detail (i) the Regulatory Change or oth@négiving rise to such costs, (ii) such
amount or amounts as shall be necessary to contpenszh Lender as specified in paragraph (a) calfbye, as the case may be, and (ii) the
calculation of such amount or amounts under clause

(a)(i), shall be delivered to the Borrower (witle@py to the Administrative Agent) promptly afteichu_ender determines it is entitled to
compensation under this Section 2.12, and shalbbelusive and binding absent manifest error. Tog@®ver shall pay to the Administrative
Agent for the account of such Lender the amounivshas due on any such certificate within 15 dayeraffs receipt of the same. In preparing
such certificate, such Lender may employ such apians and allocations of costs and expensesshsikin good faith deem reasonable and
may use any reasonable averaging and attributidghade

(d) Failure on the part of any Lender to demandmemsation for any increased costs or reductiomiouats received or receivable or
reduction in return on capital with respect to &mgrest Period shall not constitute a waiver afhsliender's rights to demand compensation
for any increased costs or reduction in amountsived or receivable or reduction in return on Gpitith respect to such Interest Period or
any other Interest Period. The protection of this

Section 2.12 shall be available to each Lenderrdégss of any possible contention of invalidityimepplicability of the law, regulation, or
condition which shall have been imposed.

(e) In the event any Lender shall seek compensatiosuant to this Section 2.12, the Borrower magyiged no Event of Default has
occurred and is continuing, give notice to suchdezr(with copies to the Agents) that it wishesaelsone or more Eligible Assignees to
assume the Commitment of such Lender and to puedtgsutstanding Loans and Notes (if any). Eaahdiee requesting compensation
pursuant to this Section 2.12 agrees to sell itm@itment, Loans, Notes, and interest in this Agreehand the other Loan Papers to any !
Eligible Assignee for an amount equal to the surthefoutstanding unpaid principal of and accrugerast on such Loans and Notes plus alll
other fees and amounts (including, without limdatiany compensation claimed by such Lender umieSection 2.12 and as to which such
Lender has delivered the certificate required bstiSe 2.12(c) on or before the date such Commitiieveins, and Notes are purchased) due
such Lender hereunder calculated, in each casiee tdate such Commitment, Loans, Notes (if anyd,iaterest are purchased, whereupon
such Lender shall have no further Commitment oeotibligation to the Borrower hereunder or under @ther Loan Paper.

(f) If the Borrower is required to pay additionahaunts to or for the account of any Lender purstmittis Section 2.12, then such Lender
will agree to use reasonable efforts to changguittiediction of its Applicable Lending Office so &seliminate or reduce any such additional
payment which may thereafter accrue if such chaingbe judgment of such Lender, is not otherwisadvantageous to such Lender.

(g) Without prejudice to the survival of any otlodligations of the Borrower hereunder, the obligiasi of the Borrower under this
Section 2.12 shall survive for one year after #rentnation of this Agreement and/or the paymerassignment of any of the Loans or Notes.

2.13 Change in Legality.

(a) Notwithstanding anything to the contrary hemantained, if any Regulatory Change shall makmiawful for any Lender to make or
maintain any Eurodollar Loan or to give effectt®adbligations as contemplated hereby, then, bitemrinotice to the Borrower and to the
Administrative Agent, such Lender may:

(i) declare that Eurodollar Loans will not thereafbe made by such Lender hereunder, whereupddatiewer shall be prohibited from
requesting Eurodollar Loans from such Lender hateunnless such declaration is subsequently wittrrand



(ii) if such unlawfulness shall be effective priorthe end of any Interest Period of an outstan&iagbdollar Loan, require that all outstanding
Eurodollar Loans with such Interest Periods madé bg converted to Base Rate Loans, in which e@&hall such Eurodollar Loans shall be
automatically converted to Base Rate Loans aseéffective date of such notice as provided in gragh (b) below and (B) all payments ¢
prepayments of principal which would otherwise hbeen applied to repay the converted Eurodollankaall instead be applied to repay
the Base Rate Loans resulting from the conversiGuch Eurodollar Loans.

(b) For purposes of this Section 2.13, a noticéa¢oBorrower (with a copy to the Administrative Ageby any Lender pursuant to paragraph
(a) above shall be effective on the date of redbigteof by the Borrower.

2.14 INDEMNITY.

THE BORROWER SHALL INDEMNIFY EACH LENDER AGAINST AN LOSS OR REASONABLE EXPENSE WHICH SUCH
LENDER MAY SUSTAIN OR INCUR AS A CONSEQUENCE OF (MNY FAILURE BY THE BORROWER TO FULFILL ON THE
DATE OF ANY BORROWING HEREUNDER THE APPLICABLE CONDIONS SET FORTH IN SECTION 4, (B) ANY FAILURE BY
THE BORROWER TO BORROW HEREUNDER AFTER A NOTICE BORROWING PURSUANT TO SECTION 2 HAS BEEN
GIVEN, (C) ANY PAYMENT, PREPAYMENT, OR CONVERSION BA EURODOLLAR LOAN REQUIRED BY ANY OTHER
PROVISION OF THIS AGREEMENT OR OTHERWISE MADE ONBATE OTHER THAN THE LAST DAY OF THE APPLICABLE
INTEREST PERIOD FOR ANY REASON, INCLUDING WITHOUTIMITATION THE ACCELERATION OF OUTSTANDING LOANS
AS A RESULT OF ANY EVENT OF DEFAULT, (D) ANY FAILUEE BY THE BORROWER FOR ANY REASON (INCLUDING
WITHOUT LIMITATION THE EXISTENCE OF A DEFAULT OR ANEVENT OF DEFAULT) TO PAY, PREPAY OR CONVERT A
EURODOLLAR LOAN ON THE DATE FOR SUCH PAYMENT, PREPAMENT OR CONVERSION, SPECIFIED IN THE RELEVANT
NOTICE OF PAYMENT, PREPAYMENT OR CONVERSION UNDERHTS AGREEMENT. THE INDEMNITY OF THE BORROWEI
PURSUANT TO THE IMMEDIATELY PRECEDING SENTENCE SHALINCLUDE, BUT NOT BE LIMITED TO, ANY LOSS OR
REASONABLE EXPENSE SUSTAINED OR INCURRED OR TO BEISTAINED OR INCURRED IN LIQUIDATING OR EMPLOYINC
DEPOSITS FROM THIRD PARTIES ACQUIRED TO EFFECT ORAMITAIN SUCH LOAN OR ANY PART THEREOF AS A
EURODOLLAR LOAN. SUCH LOSS OR REASONABLE EXPENSE 8HL INCLUDE, WITHOUT LIMITATION, AN AMOUNT
EQUAL TO THE EXCESS, IF ANY, AS REASONABLY DETERMIED BY EACH LENDER OF (1) ITS COST OF OBTAINING THE
FUNDS FOR THE LOAN BEING PAID, PREPAID, OR CONVERDEOR NOT BORROWED, PAID, PREPAID OR CONVERTED
(BASED ON THE EURODOLLAR RATE APPLICABLE THERETO)®R THE PERIOD FROM THE DATE OF SUCH PAYMENT,
PREPAYMENT, OR CONVERSION OR FAILURE TO BORROW, PAFREPAY OR CONVERT TO THE LAST DAY OF THE
INTEREST PERIOD FOR SUCH LOAN (OR, IN THE CASE OFFAILURE TO BORROW, PAY, PREPAY OR CONVERT, THE
INTEREST PERIOD FOR THE LOAN WHICH WOULD HAVE COMMECED ON THE DATE OF SUCH FAILURE TO BORROW,
PAY, PREPAY OR CONVERT) OVER (II) THE AMOUNT OF INBREST (AS REASONABLY DETERMINED BY SUCH LENDER)
THAT WOULD BE REALIZED BY SUCH LENDER IN REEMPLOYIE THE FUNDS SO PAID, PREPAID, OR CONVERTED OR N
BORROWED, PAID, PREPAID OR CONVERTED FOR SUCH PERIOR INTEREST PERIOD, AS THE CASE MAY BE. A
CERTIFICATE OF EACH LENDER SETTING FORTH ANY AMOUNDR AMOUNTS AND, IN REASONABLE DETAIL, THE
COMPUTATIONS THEREOF, WHICH SUCH LENDER IS ENTITLEDO RECEIVE PURSUANT TO THIS SECTION 2.14 SHALL BE
DELIVERED TO THE BORROWER (WITH A COPY TO THE ADMINSTRATIVE AGENT) AND SHALL BE CONCLUSIVE, IF MADE
IN GOOD FAITH, ABSENT MANIFEST ERROR. THE BORROWEBRHALL PAY TO THE ADMINISTRATIVE AGENT FOR THE
ACCOUNT OF EACH LENDER THE AMOUNT SHOWN AS DUE ONMNY CERTIFICATE WITHIN 30 DAYS AFTER ITS RECEIPT
OF THE SAME. NOTWITHSTANDING THE FOREGOING, IN NOMENT SHALL ANY LENDER BE PERMITTED TO RECEIVE
ANY COMPENSATION HEREUNDER CONSTITUTING INTEREST IRXCESS OF THE HIGHEST LAWFUL RATE. WITHOUT
PREJUDICE TO THE SURVIVAL OF ANY OTHER OBLIGATION®F THE BORROWER HEREUNDER, THE OBLIGATIONS OF
THE BORROWER UNDER THIS SECTION 2.14 SHALL SURVIVEOR ONE YEAR AFTER THE TERMINATION OF THIS
AGREEMENT AND/OR THE PAYMENT OR ASSIGNMENT OF ANY BTHE LOANS OR NOTES.

2.15 Pro Rata Treatment.

Unless otherwise specifically provided herein, epahment or prepayment of principal and each paymkinterest with respect to a
Borrowing shall be made pro rata among the Lenitleascordance with the respective principal amoohtbe Loans extended by each
Lender, if any, with respect to such Borrowing, aodversions of Loans to Loans of another Typeamdinuations of Loans that are
Eurodollar Loans from one Interest Period, shaliiaele pro rata among the Lenders in accordancethdgthrespective Commitments.

2.16 Sharing of Setoffs.

Each Lender agrees that if it shall, through thereige of a right of banker's lien, setoff, or cianolaim against the Borrower, including, but
not limited to, a secured claim under Section 5086itte 11 of the United States Code or other siégwr interest arising from, or in lieu of,
such secured claim, received by such Lender undeapplicable Debtor Relief Law or otherwise, obtaayment (voluntary or involuntary)
in respect of the Note held by it (other than parguo Section 2.12 or Section 2.14) as a resuithich the unpaid principal portion of the
Note held by it shall be proportionately less ttaunpaid principal portion of the Note held by ather Lender, it shall be deemed to h
simultaneously purchased from such other Lendarticipation in the Note held by such other Lenderthat the aggregate unpaid principal
amount of the Note and participations in Notes lgl@ach Lender shall be in the same proportich@éaggregate unpaid principal amour
all Notes then outstanding as the principal amaofitite Note held by it prior to such exercise afiker's lien, setoff, or counterclaim was to
the principal amount of all Notes outstanding pt@msuch exercise of banker's lien, setoff, or ¢tewataim; provided, however, that if any s
purchase or purchases or adjustments shall be puadeant to this Section 2.16 and the payment gisige thereto shall thereafter be
recovered, such purchase or purchases or adjustrsiegit be rescinded to the extent of such recoaedythe purchase price or prices



adjustment restored without interest. The Borrogsgaressly consents to the foregoing arrangementgagrees that any Lender holding a
participation in a Note deemed to have been sohagierd may, upon the existence of an Event of Defxgrcise any and all rights of
banker's lien, setoff, or counterclaim with resgeciny and all moneys owing by the Borrower tohsuender as fully as if such Lender had
made a Loan directly to the Borrower in the amafrsuch participation.

2.17 Payments.

(a) The Borrower shall make each payment herewsmiunder any instrument delivered hereunder tet than 1:00 p.m. (Dallas, Texas
time) on the day when due in dollars to the Adntiatsve Agent at its address referred to on Schedbr the account of the Lenders, in
immediately available funds. The Administrative Agevill promptly thereafter cause to be distribulié@ funds relating to the payment of
principal of or interest on Loans (other than pargito

Section 2.12 and Section 2.14) or Commitment Fatbly to the Lenders and like funds relating ® layment of any other amount payable
to any Lender to such Lender for the account oAfiplicable Lending Office, in each case to be egapin accordance with the terms of this
Agreement.

(b) Whenever any payment hereunder or under ang blall be stated to be due on a day other tharse@&ss Day, such payment shall be
made on the next succeeding Business Day, andestiehsion of time shall in all such case be inatlisethe computation of payment of
interest or Commitment Fee, as the case may beide, however, if such extension would cause payrainterest on or principal of a
Eurodollar Loan to be made in the next followindgecaar month, such payment shall be made on thiepnegeding Business Day.

(c) Unless the Administrative Agent shall have reeg notice from the Borrower prior to the datevamich any payment is due to the Lend
hereunder that the Borrower will not make such payhin full, the Administrative Agent may assumattthe Borrower has made or will
make such payment in full to the Administrative Agen such date and the Administrative Agent mayeliance upon such assumption,
cause to be distributed to each Lender on suclddigean amount equal to the amount then due sualfekelf and to the extent the Borrower
shall not have so made such payment in full toAtiministrative Agent, each Lender shall repay ® Auministrative Agent forthwith on
demand such amount distributed to such Lendertegetith interest thereon, for each day from thte dach amount is distributed to such
Lender until the date such Lender repays such atrioithe Administrative Agent, at the Federal FuRade.

(d) All payments (whether of principal, intereste$, reimbursements, or otherwise) by the Borrawmder this Agreement shall be made
without setoff or counterclaim and shall be maae fand clear of and without deduction for any preeefuture Tax, levy, impost, or any
other charge against the Borrower, if any, of aature whatsoever now or hereafter imposed by aiumal excluding, in the case of each
Lender and the Agents, taxes imposed on its incame franchise taxes imposed on it, by the jurtsaticunder the Laws of which such
Lender (or its Applicable Lending Office) or suclyént (as the case may be) is organized or anyiqablgubdivision thereof. If the making of
such payments by the Borrower is prohibited by lusless such a Tax, levy, impost, or other chargedsicted or withheld therefrom, the
Borrower shall pay to the Administrative Agent,tbie date of each such payment, such additional atagwithout duplication of any other
amounts required to be paid by the Borrower purstean

Section 2.12) as may be necessary in order thatehemounts received by the Lenders after suchdlied or withholding shall equal the
amounts which would have been received if such deatuor withholding were not required. The Borrawgball confirm that all applicable
Taxes, if any, imposed on this Agreement or tratimas hereunder shall have been properly and kgaid by it to the appropriate taxing
authorities by sending official Tax receipts oraried copies of such receipts to the Administeathgent within 30 days after payment of
any applicable Tax.

(e) So long as no Event of Default has occurredisuedntinuing, payments and prepayments of thégatibn shall be applied first to accru
interest then due and payable and to the rema@bimgation in the order and manner as the Borraway direct; provided, however, unless a
Default or Event of Default has occurred and istioaring, any payments and prepayments made pursoant

Section 2.5(a) or Sections 2.11(a) through (d)ldfeabpplied first to accrued interest then due anghble, then to principal of the Loans. At
any time during which an Event of Default has ooedrand is continuing or if the Borrower fails t@edirection, any payment or prepayir
shall be applied in the following order: (i) to exses and fees for which the Agents and the Lerdemes not been reimbursed in accordance
with the Loan Papers; (ii) to accrued interest; @iidto the remaining Obligation in the order amédnner as the Majority Lenders deem
appropriate.

2.18 Calculation of Eurodollar Rate.

The provisions of this Agreement relating to cadtiain of the Eurodollar Rate are included onlytfar purpose of determining the rate of
interest or other amounts to be paid hereunderatieabased upon such rate, it being understooct#wd Lender shall be entitled to fund and
maintain its funding of all or any part of a EurtldoLoan as it sees fit. All such determinatiomsdunder, however, shall be made as if each
Lender had actually funded and maintained fundingaah Eurodollar Loan through the purchase irLthredon interbank market of one or
more eurodollar deposits, in an amount equal tetheipal amount of such Loan and having a maturitrresponding to the Interest Period
for such Loan.

2.19 Booking Loans.
Any Lender may make, carry, or transfer Loans@tot for the account of any of its branch offices.

2.20 Quotation of Rate



It is hereby acknowledged that the Borrower maj/tb@l Administrative Agent on or before the datewdrich notice of a Borrowing is to be
delivered by the Borrower in order to receive atidation of the rate or rates then in effect, at tsuch projection shall not be binding upon
the Administrative Agent or any Lender nor affdat tate of interest which thereafter is actuallgfiiect when the election is made.

SECTION 3

REPRESENTATIONS AND WARRANTIES.
The Borrower represents and warrants to the Agamdshe Lenders as follows:
3.1 Purpose of Credit Facility.

The Borrower will use Loan proceeds only to finattue working capital needs and general corporatpgses (including Acquisitions and to
serve as a commercial paper liquidity back-stoghefCompanies. The proceeds loaned hereundenatibe used directly or indirectly for
the purpose of purchasing or carrying, or for thgppse of extending credit to others for the puepafspurchasing or carrying, any Margin
Stock, or to repay any Debt which was created dohgurposes.

3.2 Corporate Existence, Good Standing, and Authori

Each Company is, to the best of the Borrower's kedge, duly organized, validly existing, and in d@tanding under the Laws of its state
incorporation (such jurisdictions being identified Exhibit 21 of Borrower's most recent annual refied with the Securities and Exchange
Commission on Form 10-K). Except where failure vaonbt reasonably be expected to have a MateriabfsvEffect, each Company (a) is
duly qualified to transact business and is in gst@ahding as a foreign corporation in each jurisoiictvhere the nature and extent of its
business and properties require the same, andésgepses all requisite authority, power, licensesnits, and franchises to conduct its
business as is now being, or is contemplated hévdie, conducted. The Borrower possesses allsigaiuthority, power, licenses, permits,
and franchises to execute, deliver, and comply thighterms of the Loan Papers, all which have iedynauthorized and approved by all
necessary corporate action and, except wheredaivould not reasonably be expected to have a Matkdverse Effect, for which no
approval or consent of any Person or Tribunalgsiired which has not been obtained and no filingtber notification to any Person or
Tribunal is required which has not been properiynpteted.

3.3 Significant Subsidiaries.

Exhibit 21 of Borrower's most recent annual refiitet with the Securities and Exchange Commissiorrorm 10-K sets forth, in all material
respects, all existing Significant Subsidiarieshaef Borrower and correctly lists, as to each Sigaift Subsidiary, (a) its name and (b) its
jurisdiction of incorporation. The shares of calpitack of each Significant Subsidiary owned by Boerower (either directly or indirectl
through another Subsidiary) as set forth on Ext@bibf Borrower's most recent annual report filéthwhe Securities and Exchange
Commission on Form 10-K are the duly authorizedidiyaissued, fully paid, and nonassessable shafresch Significant Subsidiary and are
owned by the Borrower free and clear of all Liersept Permitted Liens.

3.4 Financial Statements. The Current Financiale\peepared in accordance with GAAP and preseny fie consolidated financial
condition and the results of operations of the Camnigs as of, and for the periods ended, the dadesdf. There were no material (to the
Companies taken as a whole) liabilities, diredndirect, fixed or contingent, of any Company ashef date of the Current Financials which
are not reflected therein. No Company has incuargdmaterial (to the Companies taken as a whabl)lilly, direct or indirect, fixed or
contingent, between the dates of the Current Fiaimand the date hereof, except in the ordinanysmof business, such as in connection
with acquisitions and financing activities.

3.5 Compliance with Laws, Charter, and Agreements.

No Company is, nor will the execution, deliveryrfpemance, or observance of the Loan Papers cayys€a@ampany to be, in violation of al
Laws or any Material Agreements to which it is atpaother than such violations which would notse@ably be expected to have a Material
Adverse Effect. Neither the Borrower nor any Sigmaint Subsidiary is, nor will the execution, delieperformance, or observance of the
Loan Papers cause the Borrower or any SignificabsBliary to be, in violation of its bylaws or cteat

3.6 Litigation.

Except as described in the Form 10-Q filed by tber@ver for the quarterly period ended March 3102 ®ith the Securities and Exchange
Commission and to the knowledge of the BorrowerCompany is aware of any "Material" Litigation, atheére are no Material outstanding
or unpaid judgments against any Company. Matesiapfirpose of this Section 3.6 in relation to Latign would include any actions or
proceedings pending or threatened against any Qoyripefore any court or Tribunal seeking damagetsphimsurance proceeds to the
Company, in excess of $10,000,000 in any case oofl@onsolidated Net Worth in the aggregate, orclvhmight result in any Material
Adverse Effect.

3.7 Taxes



All Tax returns of each Company required to bedfive been filed (or extensions have been graetedpt where the failure to do so could
not reasonably be expected to have a Material AdvEffect, and all Taxes imposed upon each Compéiish are due and payable have
been paid other than Taxes for which the critasiaPfermitted Liens have been satisfied.

3.8 Environmental Matters.

No Company's ownership of its assets violates gpjiable Environmental Law, other than such violas which would not reasonably
expected to have a Material Adverse Effect. ToBbherower's knowledge, no investigation or reviewénding or threatened by any Tribunal
with respect to any alleged violation of any Enmimeental Law in connection with any Company's asdéise of any Company's assets have
been used by such Company or, to the Borrower'wltge, any other Person as a dump site for anpidans Substance except where such
use would not reasonably be expected to have aridlaéelverse Effect.

3.9 Employee Benefit Plans.

(a) No employee benefit plan as defined in the GoakTitle 1V of ERISA of any Company has incureadaccumulated funding deficiency
in an amount sufficient to have a Material AdveEsiect, (b) no Company has incurred liability t@tRBGC in connection with any such p
where such liability could reasonably be expectelave a Material Adverse Effect, (¢) no Companywihdrawn in whole or in part from
participation in a Multiemployer Plan where thehditawal could reasonably be expected to have aribfedverse Effect, and (d) to the b
of the Borrower's knowledge, no "prohibited trarngat' (as defined in section 406 of ERISA or sect#®75 of the Code) or "reportable
event" (as defined in section 4043 of ERISA) hasuo@d which could reasonably be expected to havatarial Adverse Effect.

3.10 Properties; Liens.

Each Company has good and marketable (except farieed Liens) title to all its property reflected the Current Financials (except for
dispositions of property in the ordinary coursdo$iness between the date or dates thereof artthtadereof). Except for Permitted Liens,
there is no Lien on any property of any Company, thie execution, delivery, performance, or obsergasf the Loan Papers will not require
or result in the creation of any Lien other thamni#ed Liens.

3.11 Holding Company and Investment Company Status.

The Borrower is not (a) a "holding company,” a "sidiary company" of a "holding company," an "a#itk" of a "holding company" or of a
"subsidiary company" of a "holding company," ompablic utility" within the meaning of the Public ity Holding Company Act of 1935, as
amended, (b) a "public utility" within the meaniafithe Federal Power Act, as amended, (c) an "invest company" within the meaning of
the Investment Company Act of 1940, as amended,

(d) an "investment adviser" within the meaningtaf tnvestment Advisers Act of 1940, as amende(k)adirectly subject to the jurisdiction
of the Federal Communications Commission or anylipslervice commission.

3.12 Transactions with Affiliates.

Except as disclosed on Schedule 3.12, no Compampésty to a material transaction with any ofAfliates other than transactions in the
ordinary course of business and upon fair and redse terms not materially less favorable than steimpany could obtain or could become
entitled to in an arm's-length transaction witheas®n that was not its Affiliate. For purposesho$ tSection 3.12, such transactions are
"material" if they, individually or in the aggreg@atrequire any Company to pay more than 1 perdeBbnosolidated Net Worth over the cot
of such transactions.

3.13 Leases.

All material leases under which any Company isdess tenant are in full force and effect, and efadlt or potential default exists
thereunder.

3.14 Labor Matters.

There are no actual or, to the Borrower's knowletiyeatened strikes, labor disputes, slow dowmdkauts, or other concerted interruptions
of operations by any Company's employees, the teffeghich would have a Material Adverse Effect.

3.15 Insurance.

Each Company maintains with financially sound iasiwe companies or associations (or, as to workengpensation or similar insurance,
with an insurance fund or by self-insurance autteatiby the jurisdictions in which it operates) ir@ce concerning its properties and
businesses against such casualties and contingearieof such types and in such amounts (and withsurance and deductibles) as is
customary in the case of same or similar businegsesgided, however, a program of self-insurancsuoh amounts and against such risks as
are prudent and which is consistent with acceptesihless practice shall constitute compliance vhith $ection 3.1%



3.16 Solvency.

The Companies are, and after giving effect to thesactions contemplated under the Loan PaperdailSolvent.
3.17 Business.

The business of the Borrower, as presently conduanté as proposed to be conducted, is set forBcbedule 3.17.
3.18 General.

All writings exhibited or delivered to the Agentg br on behalf of any Company are and will be geawnd in all material respects what t|
purport and appear to be.

SECTION 4
CONDITIONS PRECEDENT.
4.1 Initial Loan.

No Lender will be obligated to fund the initial Lmanless the Administrative Agent has receiveadfihe following in form and substan
satisfactory to the Administrative Agent and ite&al counsel:

(a) Loan Papers. This Agreement, the Notes, a Blafic
Borrowing, and the Current Financials.

(b) Secretary's Certificates. A certificate datedfthe date hereof, executed and delivered bftheower, certifying that (i) attached is a
true, correct, and complete copy of (A) the Borrdsieharter, certified by the appropriate statéciaff and dated a Current Date, (B) the
Borrower's bylaws, and (C) resolutions of the Baseds board of directors authorizing the executind delivery of each Loan Paper to wt
the Borrower is a party and (ii) the officers whepecimen signatures appear on such certificatbthelcorporate office indicated and are
authorized to sign agreements, documents, andimstrts on behalf of the Borrower.

(c) Good Standing, Existence, and Authority. Cidiies (dated a Current Date) relating to the Beerts existence, good s tanding, and
authority to transact business issued by apprapsiate officials.

(d) Opinions of Borrower's Counsel. The favoralp@®n, dated the Closing Date and substantiallhenform of Exhibit C of Jones, Walk
Waechter, Poitevent, Carrere & Denegre, L.L.P.cgbeounsel to the Borrower.

(e) Officer's Certificate. A certificate, dated t@ksing Date and signed by the President, a Viesi®ent or a Financial Officer of the
Borrower, confirming compliance, as of the Closibate, with the conditions set forth in paragrap)sahd (b) of Section 4.2.

(f) Fees and Expenses. Payment from t he Borrower of all

fees then due the Agents or the Lenders pursuant t o this Agreement
or any other agreement.

(9) Existing Credit Agreement. The commitments urttie Existing Credit Agreement shall have beemieated and all amounts owing
thereunder shall have been paid.

(h) Other. Such other agreements, documents, mstits, opinions, certificates, and evidences aétiministrative Agent may reasonably
request.

4.2 Each Loan.

In addition, the Lenders will not be obligated tmdl any Loan unless at the time of such fundingh@yepresentations and warranties made
in the Loan Papers are true and correct in all rizdteespects (except to the extent that (i) thesentations and warranties speak to a sp
date or (ii) the facts on which such representatiomd warranties are based have been changedbgdtions contemplated or permitted by
this Agreement), (b) no Default or Event of Defaslitll have occurred and shall be continuing,i{e)ftinding of such Loan is permitted by
Law, and (d) if requested by the Administrative Ager the Majority Lenders, the Borrower shall hawdivered to the Administrative Agent
evidence substantiating any of the matters condaiméhis Agreement which are necessary to endigl@brrower to qualify for such Loan.

4.3 Materiality of Conditions.

Each condition precedent herein is material tatiiesactions contemplated herein, and time is@ggsence in respect of each thet



4.4 Waiver of Conditions.

Subject to the provisions of Section 9.15, the Majd_enders may elect to fund any Loan withoutaalhditions being satisfied, but this shall
not be deemed to be a waiver of the requiremenetch such condition precedent be satisfied asraquisite for any subsequent Loan,
unless the Majority Lenders (or, if required by &®t9.15, all Lenders) specifically waive eachtsitem in writing.

SECTION 5
COVENANTS.

So long as the Lenders are committed to make Loadser this Agreement and thereafter until the Giiamn is paid and performed in full,
unless the Borrower receives a prior written nofioen the Majority Lenders (or, if required by Seat9.15, all Lenders) that they do not
object to a deviation, the Borrower covenants ajrées with the Agents and the Lenders as follows:

5.1 Use of Proceeds.
Proceeds of Loans advanced hereunder shall beonbeds represented herein.
5.2 Books and Records.

Each Company shall maintain, in accordance with ®Aproper and complete books, records, and accadnith are necessary to prepare
financial statements required to be delivered hetetl

5.3 ltems to be Furnished.
The Borrower shall cause the following to be funeid to the Administrative Agent:

(a) Promptly after preparation, and no later tha® days after the last day of each fiscal yeahefBorrower, Financial Statements showing
the consolidated financial condition and resultsdrations of the Companies as of, and for the geded on, such last day, accompanied by
(i) the opinion of KPMG Peat Marwick LLP (or anotifem of nationally-recognized independent ceetifipublic accountants reasonably
acceptable to Majority Lenders), based on an awsilitg generally accepted auditing standards, tiat Binancial Statements were prepared
in accordance with GAAP and present fairly the afidated financial condition and results of opeyasi of the Companies (and such
accountants shall indicate in a letter to the Adstiative Agent, that during their audit no DefanitEvent of Default not already reported
discovered or, if such Default or Event of Defaudts discovered, the nature and period of existdraeof) and (ii) a Financial Report
Certificate with respect to such Financial Statetsien

(b) Promptly after preparation, and no later th@rd&ys after the last day of each of the firstahqearters of each fiscal year of the Borrower,
(i) Financial Statements showing the consolidatearicial condition and results of operations of @w@npanies as of, and for the period from
the beginning of the current fiscal year to, swdt tay, and (ii) a Financial Report Certificatéhwiespect to such Financial Statements.

(c) Promptly after preparation (and no later tHanlater of 15 days (a) after such filing is dugrafter timely filing, if filed with the
Securities and Exchange Commission), true copiedl oégular and periodic reports, statements, dwmnis, plans, and other written
communications furnished by or on behalf of any @any to stockholders or to the Securities and ExgbaCommission. However, only
registration statements covering more than 2 péethe Borrower's outstanding shares of commoaoksshall be required to be furnished
unless specifically requested by the Administrathgent.

(d) Promptly upon receipt thereof, copies of antiass received from any Tribunal (including, withhdimitation, state regulatory agencies)
relating to the possible violation or violationarfy Law which might have a Material Adverse Effect.

(e) Notice, promptly after the Borrower knows osMiaason to know of, (i) the existence of any Matditigation as defined in

Section 3.6, (ii) any material change in any matdect or circumstance represented or warranteshynLoan Paper, or (iii) a Default or Ev
of Default, specifying the nature thereof and wdnztton the Borrower or any other Company has taisstaking, or proposes to take with
respect thereto.

(f) Notice, promptly after the Borrower knows orshr@ason to know of, a Subsidiary Encumbranceefisat] in Section 5.24(c).

(9) Promptly upon the Administrative Agent's reasue request, such information (not otherwise meglio be furnished under the Loan
Papers) respecting the business affairs, assetdighilities of any Company, and any opinions tifieations, and documents, in addition to
those mentioned herein.

5.4 Inspection



The Borrower shall allow the Administrative Agemidaeach Lender, when the Administrative Agent @hsender reasonably deems
necessary, at such Lender's own expense if no Défien exists, to inspect any of its properties,aview reports, files, and other records
to make and take away copies thereof, to condstg ta investigations, and to discuss any of f@itaf conditions, and finances with any
director, officer, or employee of such Company frisme to time, upon reasonable notice during reaBlmbusiness hours, or otherwise w
reasonably considered necessary.

5.5 Taxes.

Each Company shall promptly pay when due any Taxapt those which if unpaid would not cause aeialt Adverse Effect and Taxes -
which the criteria for Permitted Liens have bedisfiad. No Company shall use any proceeds of Leamqsy the wages of employees unless
a timely payment to or deposit with the United &abf America of all amounts of Tax required tadeducted and withheld with respect to
such wages is also made.

5.6 Payment of Obligations.

Each Company shall promptly pay (or renew and eRtafi of its material obligations as the same beeaue, but no Company will make
any voluntary prepayment of the principal of anybDether than the Obligation, whether subordinathé Obligation or not, if a Default or
Event of Default exists under any Loan Paper.

5.7 Expenses.

The Borrower shall promptly pay (a) all reasonatrid necessary out-of-pocket costs, fees, and eepgrasd or incurred by the
Administrative Agent incident to any Loan Papecliding, but not limited to, the reasonable feed expenses of counsel to the
Administrative Agent in connection with the negtiba, preparation, delivery, and execution of ttemh Papers and any related amendment,
waiver, or consent); and (b) all out-of-pocket spftes and expenses paid or incurred by the Adimative Agent and any of the Lenders in
connection with the enforcement of the obligatiohany Company or the exercise of any Rights (idicig, but not limited to, reasonable
attorneys' fees and court costs), all of whichldiek part of the Obligation.

5.8 Maintenance of Existence, Assets, Business|rswutance.

Except as permitted by Section 5.13, each Complaaly at all times:

Maintain its corporate existence and authorityréms$act business and good standing in its jurisdicif incorporation or organization and all
other jurisdictions where the failure to so maintabuld reasonably be expected to have a Matedaksse Effect; maintain all licenses,
permits, and franchises necessary for its busingssre the failure to so maintain could reasonaklgxpected to have a Material Adverse
Effect; keep all of its assets which are necestritg business in good working order and condifandinary wear and tear excepted), and
make all necessary repairs and replacements tharedanaintain either (a) insurance with such iessjrin such amounts, and covering such
risks, as shall be ordinary and customary in tkeistry or (b) a comparable self-insurance program.

5.9 Preservation and Protection of Rights.

Each Company shall perform such acts and duly azthexecute, acknowledge, deliver, file, and rdany additional agreements,
documents, instruments, and certificates as theiddtrative Agent may reasonably deem necessaappropriate in order to preserve and
protect the Rights of the Agents or the Lenderseuiaghy Loan Paper.

5.10 Employee Benefit Plans.

No Company will, directly or indirectly, if it wodlhave a Material Adverse Effect, () engage in"@nghibited transaction" (as defined
section 406 of ERISA or section 4975 of the Co¢&) permit the funding requirements under ERISAwispect to any employee benefit
plan established or maintained by any Company ¢o kg less than the minimum required by ERISA,

(c) permit any employee benefit plan establishechaintained by any Company to ever be subjectvolimtary termination proceedings, or
(d) fully or partially withdraw from any Multiempieer Plan.

5.11 Liens.

No Company will create, incur, or suffer or pertoitoe created or incurred or to exist any Lienéothan Permitted Liens) upon any of
assets unless the Obligations then outstandinglsakcured by such Lien equally and ratably waitla and all obligations and indebtedness
secured by such Lien.

5.12 Restricted Payments.

The Borrower will not directly or indirectly make declare any Restricted Payment, unless no Ddfaslioccurred and is continuing or
would result from such Restricted Paymt



5.13 Mergers and Consolidations.

No Company will merge or consolidate with any Parsther than any merger or consolidation wherebyBarrower (or another Company
the Borrower is not a party thereto) is the sungvcorporation and immediately after such mergeaomsolidation there shall not exist any
Default or Event of Default.

5.14 Loans, Advances, and Investments.

Except as permitted by Section 5.13, no Companlymédke any loan, advance, extension of creditapital contribution to, make any
investment in, or purchase or commit to purchaseséock or other securities or evidences of Depbofnterests in, any other Person, other
than (a) Acquisitions, (b) expense accounts forathdr advances to directors, officers, and em@syd such Company in the ordinary
course of business not to exceed $1,000,000 indheegate outstanding at any time; (c) investmienisr secured by) obligations of the
United States of America and agencies thereof &tidaiions guaranteed by the United States of Acaematuring within one year from the
date of acquisition; (d) certificates of depositied by any of the Lenders;

(e) certificates of deposit which are fully insutadthe Federal Deposit Insurance Corporation eissued by commercial banks organized
under the Laws of the United States of Americary state thereof and having combined capital, ssr@nd undivided profits of not less
than $100,000,000 (as shown on such Person's suesitty published statement of condition), and Wizertificates of deposit have one of
the two highest ratings from Moody's or S&P, uniBssrower has a written commitment to borrow fufrdsn such commercial bank; (f)
commercial paper rated A-1 by Moody's or P-1 by S§Pinvestments having one of the two higheshrgtifrom Moody's or S&P (h)
extensions of credit in connection with trade reables and overpayments of trade payables, in e resulting from transactions in the
ordinary course of business; (i) loans from any @any to any other Company, investments by any Compaany other Company, and
Guaranties by any Company of the Debt of any otmmpany;

(j) investments in the cash surrender value ofifiirance policies issued by Persons with a fiignating from A.M. Best Company (as
reported in Best's Insurance Reports) of at le&st;"provided, however, that if such Person's ficiahrating is downgraded to less than "2
then within 90 days following such downgradingheit (i) such cash value life insurance policies bal transferred to another insurance
company with a financial rating of at least "A+l) uch cash value insurance policies will be &pded and the cash value thereof will be
collected by the investing Company, or (iii) sunki@stment will become an investment subject tdithiéations of subparagraph

(n) of this Section 5.14; (k) investments in theita stock or securities of or loans to or Guaebf the Debt of any Person engaged in
business comparable to the general business dEampany (x) in which a Company possesses (or wibkpss, after such investment) an
equity ownership interest in such Person or (yussgt by the borrower's interest in such busindss) the ordinary course of business,
investments in the capital stock of the Rural Tketepe Bank, National Bank for Cooperatives, or tla¢idhal Rural Utilities Cooperative
Finance Corporation, or any other lender from whbeninvesting Company is intending to borrow mowndajch requires such Company to
make an equity investment in such lender in ordesotborrow; (m) Guaranties of the Debt of the Baar's Employee Stock Ownership P
and (n) other loans, advances, Guaranties, andtimemts which never exceed in the aggregate airary25% of Adjusted Consolidated Net
Worth (valued on the basis of original cost, plussequent cash and stock additions, less any doite in value).

5.15 Transactions with Affiliates.

No Company will enter into any material transactiath any of its Affiliates, other than transactsoim the ordinary course of business
upon fair and reasonable terms not materially fi@gsrable than such Company could obtain or coeltbine entitled to in an arm's-length
transaction with a Person that was not its Affigor purposes of this Section 5.15, such tramsecare "material” if they, individually or in
the aggregate, require any Company to pay morelhmarcent of Consolidated Net Worth over the e@wafssuch transactions.

5.16 Sale of Assets.

No Company will sell, lease, or otherwise dispokalloor any substantial part of its assets othant(a) sales of inventory in the ordin
course of business, (b) sales of equipment foirafal adequate consideration, provided that if sugh equipment is sold, and a replacement
is necessary for the proper operation of the bgsiné such Company, such Company will replace sgelipment with adequate equipment,
(c) the exchange of assets -- other than equipmémt similar assets of equal or greater valugttid sale, discount, or transfer of delinquent
notes or accounts receivable in the ordinary coof$eisiness for purposes of collection, and (Bgotlispositions of assets (other than
accounts receivable and related assets), provigedite Companies shall, within the period of 189=ffollowing the consummation of each
such transaction, apply (or cause to be appliednaount equal to the Net Cash Proceeds of sucbsitgm of assets to either (i) make
Eligible Reinvestments or (ii) permanently reduoe Total Commitment, provided further that, notwittnding the foregoing provisions of
this clause (e), at any time that the Senior UnsetLiong-Term Debt Rating shall be lower than teai& Unsecured Long-Term Debt
Rating in effect as of the Closing Date (it beimglarstood that the Debt Rating by S&P as of thesi@tpDate is BBB+ and the Debt Rating
by Moody's as of the Closing Date is Baa?2), theboek value of all assets disposed of pursuarttitoctause (e) (net of acquisitions of sir
assets) in all such transactions during any parfdd® consecutive months (commencing with the fiee as of which such lower Senior
Unsecured Long-Term Debt Rating shall have becdfeeteve) shall not exceed an amount equal to k@qre of Consolidated Net Worth as
set forth in the most recent Financial Statemealisered pursuant to Section 5.3 of this Agreement.

5.17 Compliance with Laws and Documents.

No Company will violate the provisions of any Laarsany Material Agreement if such violation alonewhen aggregated with all other s
violations, could reasonably be expected to haMaterial Adverse Effect. No Company will violateetprovisions of its charter or bylaws or
modify, repeal, replace, or amend any provisioitso€harter or bylaws if such action could reasdnab expected to have a Material Adve



Effect. The Borrower will provide to the Administige Agent a copy of each document that materialbdifies, repeals, replaces, or amends
the charter or bylaws of the Borrower.

5.18 New Businesses.

No Company will engage in any material businesgotiian the businesses in which it is presentlyagad or businesses related theret
described on Schedule 3.17.

5.19 Assignment.
The Borrower will not assign or transfer any ofRights, duties, or obligations under any of thah&apers.
5.20 Fiscal Year and Accounting Methods.

The Borrower will not change its fiscal year or @ageting methods (other than immaterial changeschadges required by changes in GA.
without the prior written consent of the Adminigive Agent (which shall not be unreasonably witlhel

5.21 Holding Company and Investment Company Status.

The Borrower will not conduct its business in sachay that it will become (a) a "holding comparg,"subsidiary company" of a "holding
company," an "affiliate" of a "holding company" afra "subsidiary company" of a "holding company,'ad'public utility" within the meanin
of the Public Utility Holding Company Act of 193&s amended, (b) a "public utility" within the meagiof the Federal Power Act, as
amended, (c) an "investment company" within themrenof the Investment Company Act of 1940, as atednor (d) an "investment
adviser" within the meaning of the Investment AdvisAct of 1940, as amended.

5.22 Environmental Laws.

Each Company shall conduct its business so asmplyowith all applicable Environmental Laws and lfpaomptly take corrective action to
remedy any non-compliance with any Environmental Lexcept where failure to so comply or take suztioa would not reasonably be
expected to have a Material Adverse Effect. Eacm@y shall maintain a system which, in its reabtmbusiness judgment, will assure its
continued compliance with Environmental Laws.

5.23 Environmental Indemnification.

Borrower shall indemnify, protect, and hold eactidmnified Party harmless from and against any ddidhilities, obligations, losses,
damages, penalties, actions, judgments, suitsns|giroceedings, costs, expenses (including, witlhitation, all reasonable attorneys' fees
and legal expenses whether or not suit is brought},disbursements of any kind or nature whatsogteh may at any time be imposed on,
incurred by, or asserted against such Indemnifaatid, with respect to or as a direct or indiresult of the violation by any Company of
Environmental Law; or with respect to or as a di@dndirect result of any Company's generatioanafacture, production, storage, release,
threatened release, discharge, disposal or preseroenection with its properties of a Hazardoubsance including, without limitation, (a)
all damages of any such use, generation, manuéagitwduction, storage, release, threatened reldssharge, disposal, or presence, or (b)
the costs of any required or necessary environrhgmstigation, monitoring, repair, cleanup, otaléfication and the preparation and
implementation of any closure, remedial, or otHang. The provisions of and undertakings and indioation set forth in this paragraph
shall survive the satisfaction and payment of théigation and termination of this Agreement forexipd of time set forth in the statute of
limitations in any applicable Environmental Law.

5.24 Financial Covenants.

(a) As calculated at the end of each fiscal quanfi¢he Borrower (but computed with respect to EBN for the four fiscal quarters ending on
the last day of such fiscal quarter), the Borrosteall not permit the ratio of Funded Debt of thar(anies to EBITDA of the Companies to
exceed 4.00 to 1.0.

(b) As calculated at the end of each fiscal quartéhe Borrower (but computed with respect to EBNfor the four fiscal quarters ending on
the last day of such fiscal quarter), the Borrosfall not permit the ratio of Funded Debt of itbSidiaries to EBITDA of the Companies to
exceed 1.50 to 1.0.

(c) As calculated at the end of each fiscal quarténe Borrower (but computed for the four fisqahrters ending on the last day of such fi
quarter), the Borrower shall not permit the ratid&EBIT of the Companies to the sum of (i) consdiéghinterest expense of the Companies
(i) dividends declared or paid by any Company €otinan to another Company) on its preferred chglibek (but if such dividends are
declared and paid during such four-quarter petioel amount shall not be counted twice) to be leas 1.50 to 1.0.

For purposes of this Section 5.24(c), EBIT andrggeexpense of any Subsidiary which is subjeentoSubsidiary Encumbrance, shall be
reduced to the extent such Subsidiary is restrioyethe Subsidiary Encumbrance. As used in thigi@e&.24(c), "Subsidiary Encumbranc



shall mean, so long as a default has occurredsaoahitinuing under the agreement creating suchnebiance or restriction, any encumbra
or restriction on the ability of any Subsidiary(tppay dividends or make any other distributionsits capital stock or any other interest or
participation in its profits owned by the Borrowmrany Subsidiary of the Borrower, or pay any Dalved to the Borrower or a Subsidiary of
the Borrower, (ii) make loans or advances to, angliens in favor of, the Borrower or any of therBwer's Subsidiaries or (iii) transfer any
of its properties or assets to the Borrower, ext@mpsuch encumbrances or restrictions (A) existnghe date of this Agreement, (B) arising
in connection with loans made to any Company byRbel Electrification Administration, the Ruralilittes Service, the Rural Telephone
Bank, or similar lenders such as the Rural Telepteinance Cooperative, or (C) now existing or higeearising under or by reason of either
(x) applicable Law or (y) this Agreement and thieestLoan Papers.

(d) If at any time after the date of this Agreemiinat Borrower enters into any financing arrangemétit a third party which requires the
Borrower or the Companies as a whole to maintapeified minimum net worth, then such minimumwetth requirement or covenant
shall be incorporated herein by reference and raguiat of this Agreement for all purposes as ofdéke such financing arrangement is
entered into by the Borrower.

Further, for purposes of this Section 5.24 FundettBhall include any Company's Guaranty of Furidelot of any Person other than anot
Company or the Borrower's Employee Stock OwnerBtéym. For the first four quarters following any Aigjtion, calculations under this
Section 5.24 shall be made on a pro forma basdfdlas properties acquired in connection with sédguisition were properties of the
Companies during the period of calculation.

SECTION 6
DEFAULT.

The term "Event of Default" means the occurrenak@mtinuance of any one or more of the followingrgs (including the passage of time,
if any, specified therefor) (provided that, if asiych event occurs and the Lenders or Majority Les)des required by the provisions of Sec
9.15, subsequently agree in writing that they wiit exercise any remedies hereunder as a restditfh¢éhe occurrence and continuance of
such event shall no longer be deemed an Event fafuldédnereunder insofar as the state of facts givise to such event is concerned):

6.1 Payment of Obligation.

The failure or refusal of the Borrower to pay amytfpn of the Obligation, as the same become dwedordance with the terms of the Loan
Papers and, in the case of an interest paymerit,failare or refusal continues for a period of SsBiess Days (no grace period being given
for failure or refusal to make a principal paymentptwithstanding the foregoing, the Borrower'duiag to pay, if caused solely by a wire
transfer malfunction or similar problem outside Bmrower's control, shall not be deemed an Evébtefault.

6.2 Covenants.

(&) The failure or refusal of the Borrower (andgjifplicable, any other Company) to punctually araperly perform, observe, and comply
with any covenant, agreement, or condition conthineSections 5.3(e)(iii), 5.11, 5.12, 5,14, 5.33,8, 5.19, 5.20, 5.21 and 5.24.

(b) The failure or refusal of the Borrower (andaffplicable, any other Company) to punctually araperly perform, observe, and comply
with any covenant, agreement, or condition conthineany of the Loan Papers to which such Comparyparty, other than covenants to pay
the Obligation and the covenants listed in claad@feceding, and such failure or refusal contirffae40 days after notice from the
Administrative Agent to the Borrower.

6.3 Debtor Relief.

The Companies shall not be Solvent, or any Comganfails to pay its Debts generally as they becdone (b) voluntarily seeks, consents
or acquiesces in the benefit of any Debtor RelafvLor (c) becomes a party to or is made the stibfeany proceeding provided for by any
Debtor Relief Law, other than as a creditor orrakat, that could suspend or otherwise adversedctffie Rights of the Agents or the
Lenders granted in the Loan Papers (unless, ievhat such proceeding is involuntary, the petitietituting same is dismissed within 60
days after its filing).

6.4 Attachment.

The failure of any Company to have discharged wiB0 days after commencement any attachment, deafi@s, or similar proceeding
which, individually or together with all such oth@toceedings then pending, affects assets of soatp@ny having a value (individually or
collectively) of 1 percent of Consolidated Net Woor more.

6.5 Payment of Judgments.

Any Company fails to pay any judgments or orderdtie payment of money in excess of 1 percent afsOlidated Net Worth (individually
or collectively) rendered against it or any ofatsets and either (a) any enforcement proceedmadjishsive been commenced by any crec



upon any such judgment or order or (b) a stay @dreement of any such judgment or order, by readgrending appeal or otherwise, shall
not be in effect prior to the time its assets mayawfully sold to satisfy such judgment.

6.6 Default Under Other Agreements.

A default exists under any Material Agreement taclirany Company is a party, the effect of whicloigsause, or which permits the holder
thereof (or a trustee or representative of suctdmlto cause, unpaid consideration of at leasbP@onsolidated Net Worth (individually or
in the aggregate) to become due prior to the stat#drity or prior to the regularly scheduled daiépayment.

6.7 Antitrust Proceedings.

A petition or complaint is filed before or by anyiiunal (including, without limitation, the FederBlade Commission, the United States
Justice Department, or the Federal Communicatiasr@ission) seeking to cause the Borrower or anysiflidry to divest a significant
portion of its assets or any of its Subsidiariesspant to any antitrust, restraint of trade, unéampetition, or similar Laws, and such petition
or complaint is not dismissed or discharged wiiif days after the filing thereof.

6.8 Misrepresentation.

Administrative Agent or any Lender discovers thay atatement, representation, or warranty in thenli®apers, any Financial Statement of
the Borrower, or any writing ever delivered to Adisirative Agent or any Lender pursuant to the LBapers is false, misleading, or
erroneous when made or delivered in any matersgeet.

6.9 Change in Control.
A Change of Control shall occur. For the purposthiasf Section, a "Change of Control" shall be degtoehave occurred if:

(a) a third person, including a "group” as defime&ection 13(d)(3) of the Securities Exchange #&ct934, as amended (the "Exchange
Act"), but excluding any employee benefit plan tams of Borrower and its Subsidiaries and Affiletbecomes the beneficial owner, directly
or indirectly, of thirty percent (30%) or more bt combined voting power of Borrower's outstandiating securities ordinarily having the
right to vote for the election of directors of Bawer; or

(b) the individuals who, as of June 30, 2001 coumiil the Board of Directors of Borrower (the "Bdiagenerally and as of June 30, 2001 the
"Incumbent Board") cease for any reason to coristatileast two-thirds (2/3) of the Board, or ia ttase of a merger or consolidation of
Borrower, do not constitute or cease to constitiifeast twathirds (2/3) of the board of directors of the suivg company (or in a case whi
the surviving corporation is controlled, directlyiodirectly, by another corporation or entity dat iconstitute or cease to constitute at least
two-thirds (2/3) of the board of such controllingrgoration or do not have or cease to have at teasthirds (2/3) voting seats on any body
comparable to a board of directors of such cornitrgkntity or, if there is no body comparable tooard of directors, at least two-thirds (2/3)
voting control of such controlling entity), providié¢hat any person becoming a director (or, in meof a controlling non-corporate entity,
obtaining a position comparable to a director damting a voting interest in such entity) subsedquerdune 30, 2001, whose election, or
nomination for election, was approved by a votéhefpersons comprising at least two-thirds (2/3hefIncumbent Board (other than an
election or nomination of an individual whose iaitassumption of office is in connection with atuat or threatened election contest, as such
terms are used in Rule 144-of Regulation 14A promulgated under the Exchahefg shall be, for purposes of this Agreement,sidered a:
though such person were a member of the Incumbeautc3

6.10 ERISA.

Any one of the following shall have occurred: (aydReportable Event" as such term is defined inSZRunder any Plan, (b) the
appointment by an appropriate Tribunal of a truste@dminister any Plan, (c) the termination of &gn within the meaning of Title IV of
ERISA, or (d) any material accumulated funding cieficy within the meaning of ERISA exists under &gn, and any of (a), (b), (c) or (d)
results in a Material Adverse Effect.

6.11 Validity and Enforceability of Loan Documents.

Any Loan Paper shall, at any time after its exewutind delivery and for any reason, cease to bdliforce and effect in any material respect
or be declared to be null and void or the validityenforceability thereof be contested by any Camgpzarty thereto or any Company shall
deny that it has any liability or obligations un@ety Loan Paper to which it is a party.

SECTION 7
RIGHTS AND REMEDIES.

7.1 Remedies Upon Event of Defai



(a) Should an Event of Default occur and be cotigiunder
Section 6.3, the commitment of the Lenders to madans shall automatically terminate and the entimeaid balance of the Obligation shall
automatically become due and payable without atipraof any kind whatsoever.

(b) Should any other Event of Default occur andtdetinuing, subject to any agreement among the é&exndhe Administrative Agent may
(and shall upon the request of the Majority Lenfjeasits (or the Majority Lenders') election, doyaone or more of the following:

(i) If the maturity of the Obligation has not aldyabeen accelerated under Section 7.1(a), dedlareritire unpaid balance of the Obligation,
or any part thereof, immediately due and payablereupon it shall be due and payable (and notiseicti declaration shall promptly be
given thereafter by the Administrative Agent to Barrower); (ii) terminate commitments to make Lsdrereunder; (i) reduce any claim to
judgment; (iv) exercise (or request each Lendexarcise) the Rights of offset or banker's Lienirgiahe interest of the Borrower in and
every account and other property of the Borroweictviare in the possession of any Lender to thenéxtiethe full amount of the Obligation;
and (v) exercise any and all other legal or eqiét&ights afforded by the Loan Papers, the Lawth@fState of New York or any other
jurisdiction as the Administrative Agent shall deappropriate, or otherwise, including, but not tili to, the Right to bring suit or otr
proceedings before any Tribunal either for spegiicformance of any covenant or condition containeghy of the Loan Papers or in aid of
the exercise of any Right granted to the Lendeeninof the Loan Papers.

7.2 Waivers.

The Borrower hereby waives presentment and dentrmubfyment, protest, notice of intention to ac@ksrnotice of acceleration, and notice
of protest and nonpayment, and agrees that itdifyalith respect to the Obligation, or any pareteof, shall not be affected by any renewal
or extension in the time of payment of the Obligatiby any indulgence, or by any release or chamgey security for the payment of the
Obligation.

7.3 Performance by Administrative Agent.

If any covenant, duty, or agreement of any Compampt performed in accordance with the terms efltban Papers, the Administrative
Agent may, at its option (but subject to the appt@f the Majority Lenders), perform or attempiperform such covenant, duty, or agreen
on behalf of such Company. In such event, any atexpended by the Administrative Agent in such pemiance or attempted performance
shall be reasonable, payable by the Borrower té\thrainistrative Agent on demand, shall become phthe Obligation, and shall bear
interest at the Default Rate from the date of siqbenditure by the Administrative Agent until paiXbtwithstanding the foregoing, it is
expressly understood that the Administrative Agiogs not assume and shall never have, except byptess written consent, any liability
responsibility for the performance of any covendnty, or agreement of any Company.

7.4 Delegation of Duties and Rights.

The Administrative Agent and the Lenders may penfany of their duties or exercise any of their Régimder the Loan Papers by or through
the Administrative Agent and their and the Admirdtive Agent's officers, directors, employees, rays, agents, or other representatives.

7.5 Lenders Not in Control.

None of the covenants or other provisions containgtdis Agreement or in any other Loan Paper sloalthall be deemed to, give the Age
or the Lenders the Right to exercise control okierassets (including, without limitation, real peay), affairs, or management of any
Company, the power of the Agents and the Lendaérgbienited to the Right to exercise the remediesvjged in this Section 7.

7.6 Waivers by Lenders.

The acceptance by the Agents or the Lenders atimeyand from time to time of partial payment oa fbligation shall not be deemed to be
a waiver of any Event of Default then existing. Waiver by the Agents, the Majority Lenders, oradlthe Lenders of any Event of Default
shall be deemed to be a waiver of any other théstieg or subsequent Event of Default. No delagmiission by the Agents, the Majority
Lenders, or all of the Lenders in exercising angtRunder the Loan Papers shall impair such Righeaconstrued as a waiver thereof or any
acquiescence therein, nor shall any single orglagkiercise of any such Right preclude other ah&irrexercise thereof, or the exercise of any
other Right under the Loan Papers or otherwise.

7.7 Cumulative Rights.

All Rights available to the Agents and the Lenderder the Loan Papers are cumulative of and intiaddio all other Rights granted to the
Agents and the Lenders at law or in equity, whetitetot the Obligation is due and payable and wdretih not the Agents or the Lenders h
instituted any suit for collection, foreclosure,ather action in connection with the Loan Papers.

7.8 Application of Proceeds.

Any and all proceeds ever received by the Agenthet_enders from the exercise of any Rights peirigito the Obligation shall be applied
to the Obligations in the order and manner sehforiSection 2.17



7.9 Certain Proceedings.

The Borrower will promptly execute and deliver ause the execution and delivery of, all applicatjaertificates, instruments, registration
statements, and all other documents and pape/sgets or the Lenders may reasonably request inexdion with the obtaining of any
consent, approval, registration, qualification,rpir license, or authorization of any other TribLoraother Person necessary or appropriat
the effective exercise of any Rights under the LBapers. Because the Borrower agrees that the #gamt the Lenders' remedies at Law for
failure of the Borrower to comply with the provis®of this paragraph would be inadequate and tiedt filure would not be adequately
compensable in damages, the Borrower agrees #abilenants of this paragraph may be specificallgreed.

7.10 Setoff.

If an Event of Default shall have occurred andastiuing, each Lender is hereby authorized attang and from time to time, without prior
notice to the Borrower (any such notice being hgetpressly waived by the Borrower), to set off apgly any and all deposits (general or
special, time or demand, provisional or final) my ime held and any other indebtedness at any ¢iwvieg by such Lender to or for the credit
or the account of the Borrower against any portibthe Obligation owing to such Lender, irrespeetdf whether or not all of the Obligation,
or any part thereof, shall be then due. Each Leaderes promptly to notify the Borrower (with a gdp the Administrative Agent) after any
such setoff and application, provided that theufailto give such notice shall not affect the vafidif such setoff and application. The rights
and remedies of each Lender hereunder are in adddiother rights and remedies (including, withiguttation, other rights of setoff) which
such Lender may have.

SECTION 8
AGREEMENT AMONG LENDERS.
8.1 Agents.

(a) Each Lender hereby irrevocably appoints andaires the Administrative Agent to act on its Hehad to exercise such powers under
this Agreement as are specifically delegated teequired of the Administrative Agent by the ternesdto, together with such powers as are
reasonably incidental thereto. As to any mattetserpressly provided for by this Agreement or thad$ (including, without limitation,
enforcement or collection of the Notes), the Admiirgtive Agents shall not be required to exercisediscretion or take any action, but shall
be required to act or to refrain from acting (ahdlkbe fully protected in so acting or refrainiiigm acting) upon the instructions of the
Majority Lenders, and such instructions shall bedibig upon all Lenders and all holders of Notesyjated, however, that the Administrative
Agent shall not be required to take any action Wigkposes it to personal liability or which is aany to this Agreement or applicable Law.

(b) The Administrative Agent may resign at any tinyegiving written notice thereof to the Lendersidne Borrower and may be removed as
the Administrative Agent under this Agreement amel Notes at any time with cause by all Lendersrdtren the Administrative Agent (the
"Removing Lenders"). Upon any such resignatioreonaval, the Majority Lenders shall have the rig¥ith the consent of the Borrower, not
to be unreasonably withheld, to appoint a succesdorinistrative Agent from among the Lenders (ottiemn the resigning Administrative
Agent). If no successor Administrative Agent shale been so appointed by the Majority Lenders,stuadl have accepted such appointm
within 30 calendar days after the retiring Admirasive Agent's giving notice of resignation or fRemoving Lenders' removal of the retiring
Administrative Agent, then the retiring Adminisixet Agent may, on behalf of the Lenders, with tbasent of the Borrower, not to be
unreasonably withheld, appoint a successor Admatigse Agent, which shall be a commercial bank aigad under the Laws of or
authorized to do business in the United Statesmérca or any state thereof and having a combiapétal and surplus of at least
$100,000,000. Upon the acceptance of any appoiritagethe Administrative Agent hereunder and unkemNotes by a successor
Administrative Agent, such successor Administrathgent shall thereupon succeed to and become vestiedll rights, powers, privileges
and duties of the retiring Administrative Agentdahe retiring Administrative Agent shall be disaed from its duties and obligations under
this Agreement and the Notes. After any retiringradistrative Agent's resignation or removal asAlgeninistrative Agent hereunder and
under the Notes, the provisions of this Sectiohadlsnure to its benefit as to any actions takeonitted to be taken by it while it was the
Administrative Agent under this Agreement and tlogds.

(c) Banc of America Securities LLC and Salomon &riiairney Inc. are hereby appointed as Joint Leadners and Joint Book Managers
hereunder. Citibank, N.A. is hereby appointed toaacSyndication Agent hereunder. Fleet NationalkBdPMorgan, a division of Chase
Securities Inc. and SunTrust Bank, are hereby aygdito act as Co-Documentation Agents hereundsthé the Syndication Agent, the Co-
Documentation Agents nor the Joint Lead ArrangacsJoint Book Managers shall have any Right, olitiga liability, responsibility or duty
under this Agreement in such capacity.

(d) If Administrative Agent fails to take any aationder any Loan Paper after an Event of Defawtvaithin a reasonable time after being
reasonably requested to do so by any Lender (whemlsender is entitled to make such request urdetoan Papers and after such
requesting Lender has obtained the concurrencecdf ather Lenders as may be required hereunderfdministrative Agent shall not suff
or incur any liability as a result of such failurerefusal, but such requesting Lender may reghesfdministrative Agent to resign as the
Administrative Agent, whereupon the Administratigent shall so resign upon receiving such request.

(e) The Administrative Agent, in its capacity asemder, shall have the same Rights under the La@eB as any other Lender and may
exercise the same as though it were not actingeaddministrative Agent; the term "Lender" shaltjess the context otherwise indicates,
include the Administrative Agent; and any resigoatby the Administrative Agent hereunder shallingtair or otherwise affect any Rigt



which it has or may have in its capacity as anviidial Lender.

(f) Subject in all respects to the terms and camatt of the Loan Papers, the Agents may be engaged may hereafter engage in, one or
more loan, letter of credit, leasing, or other fioimg transactions (collectively, the "other finaogs") not the subject of the Loan Papers, with
one or more of the Companies, or may act as trustdehalf of, or depositary for, or otherwise egga other business transactions with

or more of the Companies, in each case with noorespility to account therefor to the Lenders. Withlimiting Rights to which the Lenders
are specifically entitled under the Loan Papersyther Lenders shall have, by virtue of their bgdagties hereto, any interest in (i) any such
other financings, (i) any present or future guéienby or for the account of any Company whichravecontemplated or included in the L«
Papers, (iii) any present or future offset exertisg such Agent in respect of such other finanginggiv) any present or future property tal
as security for any such other financings, evesudh property may become security for the obligntiof any Company arising under the
Loan Papers by reason of a general descriptiondafitedness related to any such other financingsiged that, if any payments in respect
of such guaranties or such property or the proctexisof shall be applied to reduce the Obligatiban each Lender shall be entitled to share
in such application according to its pro rata plaeteof.

8.2 Expenses.

Each Lender shall pay its pro rata part of anyarable expenses (including, without limitation, darosts, reasonable attorneys' fees, and
other costs of collection) incurred by the Admirasive Agent in connection with any of the Loan &apif the Administrative Agent does not
receive reimbursement therefor from other souradsme0 days after incurred; provided that eachder shall be entitled to receive its pro
rata part of any reimbursement for such expensgsm thereof, which the Administrative Agent seipsently receives from such other
sources.

8.3 Proportionate Absorption of Losses.

Except as herein provided, nothing in the Loan Paglkeall be deemed to give any Lender any advamtegieany other Lender insofar as the
portion of the Obligation arising under the Loamp&as is concerned, or to relieve any Lender frosodting its pro rata part of any losses
sustained with respect to the Obligation (excefhéoextent unilateral actions or inactions by Bagder result in any credit, allowance,
setoff, defense, or counterclaim solely with respeall or any part of such Lender's pro rata pathe Obligation).

8.4 Delegation of Duties; Reliance.

The Administrative Agent may exercise any of itsiekiunder the Loan Papers by or through its afficdirectors, employees, attorneys, or
agents (collectively, "Representatives"), and tlenkistrative Agent and its Representatives ska@lbé entitled to rely upon (and shall be
protected in relying upon) any writing, resolutiomtice, consent, certificate, affidavit, letteabtegram, telecopy, telegram or teletype
message, statement, order, or other documentswergation believed by it or them to be genuine @rdect and to have been signed or
made by the proper Person and, with respect td fegtiers, upon opinion of counsel selected byAtiministrative Agent, (b) be entitled to
deem and treat each Lender as the owner and haflitsrpro rata part of the Obligation for all poges until, subject to Section 9.20, written
notice of the assignment or transfer thereof dieale been given to and received by the Adminiseatigent (and, any request, authorization,
consent, or approval of any Lender shall be condgusnd binding on each subsequent holder, assignéansferee of such Lender's pro rata
part of the Obligation or Participant therein), dopinot be deemed to have notice of the occurrehe@ Event of Default unless an officer of
the Administrative Agent has actual knowledge tbh&oe the Administrative Agent has been notifiedrdbof by a Lender or the Borrower.

8.5 Limitation of Liability.

(a) Neither the Administrative Agent nor any of Representatives (as defined in Section 8.4) sldlilable for any action taken or omitted to
be taken by it or them under the Loan Papers i daith and believed by it or them to be within thscretion or power conferred upon it or
them by the Loan Papers or be responsible foraghseguences of any error of judgment, except &ardy gross negligence, or willful
misconduct (IT BEING THE EXPRESS INTENTION OF THRRTIES THAT THE ADMINISTRATIVE AGENT AND ITS
REPRESENTATIVES SHALL HAVE NO LIABILITY FOR ACTIONSAND OMISSIONS RESULTING FROM THEIR ORDINARY
CONTRIBUTORY NEGLIGENCE), and neither the Adminggive Agent nor any of its Representatives hadwecfary relationship with any
Lender by virtue of the Loan Papers (provided tt@hing herein shall negate the obligation of Adstmative Agent to account for funds
received by it for the account of any Lender).

(b) Unless indemnified to its satisfaction againss, cost, liability, and expense, the AdministaiAgent shall not be compelled to do any
act under the Loan Papers or to take any actioarbithe execution or enforcement of the powersthecreated or to prosecute or defend
any suit in respect of the Loan Papers. If the Adstiative Agent requests instructions from thedess or from the Majority Lenders, as the
case may be, with respect to any act or actionu(iieg, but not limited to, any failure to act)donnection with any Loan Paper, the
Administrative Agent shall be entitled (but shadk tve required) to refrain (without incurring armgtility to any Person by so refraining) from
such act or action unless and until it has receseazh instructions. In no event, however, shallAbeninistrative Agent or any of its
Representatives be required to take any actionhwihir they reasonably determine could incur farithem criminal or onerous civil
liability.

(c) The Administrative Agent shall not be respotesibh any manner to any Lender or any Participantdnd each Lender represents and
warrants that it has not relied upon the AdmintsteaAgent in respect of, (i) the creditworthinegghe Borrower and the risks involved to
such Lender, (ii) the effectiveness, enforceahiliggnuineness, validity, or the due execution gflaman Paper, (iii) any representatit



warranty, document, certificate, report, or statenmeade therein or furnished thereunder or in cotiole therewith, or (iv) observation of or
compliance with any of the terms, covenants, od@@ns of any Loan Paper on the part of any Corgp&ach Lender also acknowledges
and agrees that it will, independently and with@liance upon the Administrative Agent or any othender and based on such documents
and information as it shall deem appropriate atithe, continue to make its own credit decisiontaking or not taking action under this
Agreement. Each Lender agrees to indemnify the Adbtrative Agent and its Representatives and Haditharmless from and against (but
limited to such Lender's pro rata part of) any aldiabilities, obligations, losses, damages, & actions, judgments, sulits, costs,
reasonable expenses, and reasonable disburserhanislond or nature whatsoever which may be impas® asserted against, or incurred
by any of them in any way relating to or arising ofithe Loan Papers or any action taken or omittethem under the Loan Papers, exce
the extent the same result solely from fraud, gnesgigence, or willful misconduct by the Adminéive Agent or its Representatives (it
being the express intention of the parties thathainistrative Agent and its Representatives shaile no liability for actions and omissions
resulting from their ordinary contributory neglige).

8.6 Default.

Upon the occurrence and continuance of an Evebefdult, the Lenders agree to promptly confer iskeoithat the Majority Lenders (or, if
required by

Section 9.15, all Lenders) may agree upon a caxfraetion for the enforcement of the Rights of temders; provided that the Administrati
Agent shall be entitled (but not obligated) to med to take any actions necessary in its reasopatienent to preserve the Rights of the
Administrative Agent and the Lenders hereunderdpanagreement by the Majority Lenders (or, if regd by

Section 9.15, all Lenders) on the course of adioe taken.

8.7 Limitation of Liability of Lenders.

No Lender or any Participant shall incur any ligpito any other Lender or Participant except foisaor omissions in bad faith, and no Ler
or any Participant shall incur any liability to a@pmpany or any other Person for any act or omissf@any other Lender or any Participant.

8.8 Relationship of Lenders.
Nothing herein shall be construed as creating tnpeship or joint venture among the Agents, themdgand the Lenders, or the Lend:
8.9 Foreign Lenders.

Each Lender that is organized under the Laws ofjatgdiction other than the United States of Arardr any State thereof (a) represents to
the Administrative Agent and the Borrower thatufider applicable Laws and treaties no Taxes wilieggiired to be withheld by the
Administrative Agent or the Borrower with respeziginy payments to be made to such Lender in regpéoe Obligation and (ii) it has
furnished to the Administrative Agent and the Bareo two duly completed copies of either U.S. In&iiRevenue Service Form 4224 or U.S.
Internal Revenue Service Form 1001 (wherein suctdeeclaims entitlement to complete exemption ftdr8. federal withholding tax on all
interest payments hereunder), and (b) covenarits poovide the Administrative Agent and the Boremwa new Form 4224 or Form 1001
upon the obsolescence of any previously deliveoea in accordance with applicable U.S. Laws andradmeents thereto duly executed and
completed by such Lender and (ii) comply from tiiméime with all applicable U.S. Laws with regacdstuch withholding tax exemption.

8.10 Benefits of Agreement.

Except for requiring the Borrower's consent undegti®n 8.1(b) and the representations and covelra®sction 8.9 in favor of the Borrow:
none of the provisions of this Section 8 shall eto the benefit of any Company or any Person dtieer the Agents, the Lenders, and the
Participants; consequently, neither any Companyangrother Person shall be entitled to rely upono csaise as a defense, in any manner
whatsoever, the failure of any Agent or any Lertdezomply with such provisions.

SECTION 9
MISCELLANEOQOUS.
9.1 Changes in GAAP.

All accounting and financial terms used in anylef toan Papers and the compliance with each covepatained in the Loan Papers which
relates to financial matters shall be determinealcicordance with GAAP, except to the extent thda\dation therefrom is expressly stated in
such Loan Papers. Should a change in GAAP requil@age in any method of accounting or should aryntary change in the accounting
methods be permitted pursuant to Section 5.20,$heh change shall not result in an Event of De¢f§udt the time of such change, such
Event of Default had not occurred and was not ttwrtinuing, based upon the former methods of adimgimsed by or on behalf of the
Borrower; provided that, after any such changectoanting methods, the Financial Statements reduarde delivered shall either be (a)
supplemented with financial information prepared@damparative form, in compliance with the formerthuoels of accounting used prior to
such change, as well as with the new method oradstbf accounting and, for the purpose of detemginvhether an Event of Default has
occurred, Lenders shall look solely to that portddisuch supplemental information that complieswtlite former methods of accounting, or
(b) supplemented with financial information premhie compliance with such new method or methodscgbunting but accompanied by s



information, in form and detail satisfactory to lems, that will allow Lenders to readily determthe effect of such changes in accounting
methods on such Financial Statements, and, fopuhgose of determining whether an Event of Defaa# occurred, Lenders shall look so
to such supplemental information as adjusted fece€ompliance with such former method or methafdsccounting.

9.2 Money and Interest.

Unless stipulated otherwise (a) all referenceqing the Loan Papers to "dollars,” "money," "paytse" or other similar financial or
monetary terms are references to currency of thtetdiStates of America and (b) all references terast are to simple and not compound
interest.

9.3 Number and Gender of Words.

Whenever in any Loan Paper the singular numbesasl tthe same shall include the plural where apiatep and vice versa; and words of .
gender in any Loan Paper shall include each otbeder where appropriate. The words "herein,"” "Heéremd "hereunder," and other words
of similar import refer to the relevant Loan Papera whole and not to any particular part or subitin thereof.

9.4 Headings.

The headings, captions, and arrangements used iofédne Loan Papers are, unless specified othepios convenience only and shall not be
deemed to limit, amplify, or modify the terms o&thoan Papers, nor affect the meaning thereof.

9.5 Exhibits.

If any Exhibit, which is to be executed and deladrcontains blanks, the same shall be completedatly and in accordance with the terms
and provisions contained and as contemplated hpr&nto, at the time of, or after the executiow aelivery thereof.

9.6 Communications.

Unless specifically otherwise provided, whenever laoan Paper requires or permits any consent, approotice, request, or demand from
one party to another, such communication must lveriting (which may be by telecopy) to be effectaed shall be deemed to have been
given on the day actually delivered or, if mailed,the Business Day it is received by the partyemotified at the address indicated on
Schedule 1 (unless changed by notice pursuantd)eret

9.7 Form and Number of Documents.

Each agreement, document, instrument, or othemngrib be furnished under any provision of this égmnent must be in form and substance
and in such number of counterparts as may be raborequired by the Administrative Agent and itsinsel.

9.8 Exceptions to Covenants.

The Borrower shall not take any action or failakd any action which is permitted as an excepticaamiy of the covenants contained in any of
the Loan Papers if such action or omission wouldllten the breach of any other covenant containexhy of the Loan Papers.

9.9 Survival.

All covenants, agreements, undertakings, repregsensa and warranties made in any of the Loan Pafadrshall survive all closings under
Loan Papers, (b) except as otherwise indicatedl, mhigbe affected by any investigation made by pasty, and (c) unless otherwise provided
herein shall terminate upon the later of the teatiam of this Agreement and the payment in fulth&f Obligation.

9.10 Governing Law.

The Laws (other than conflict-d&ws provisions thereof) of the State of New Yonkl @f the United States of America shall governRights
and duties of the parties hereto and the validitpstruction, enforcement, and interpretation efltban Papers.

9.11 VENUE; SERVICE OF PROCESS; JURY TRIAL.

EACH PARTY HERETO, IN EACH CASE FOR ITSELF, ITS SGESSORS AND ASSIGNS, HEREBY (a) IRREVOCABLY SUBMITS
TO THE NONEXCLUSIVE JURISDICTION OF THE STATE ANDEDERAL COURTS OF THE STATE OF NORTH CAROLINA AND
AGREES AND CONSENTS THAT SERVICE OF PROCESS MAY BEADE UPON IT IN ANY LEGAL PROCEEDING ARISING OUT
OF OR IN CONNECTION WITH THE LOAN PAPERS AND THE QBGATION BY SERVICE OF PROCESS AS PROVIDED BY
NORTH CAROLINA LAW, (b) IRREVOCABLY WAIVES, TO THEFULLEST EXTENT PERMITTED BY LAW, ANY OBJECTION
WHICH IT MAY NOW OR HEREAFTER HAVE TO THE LAYING OFRVENUE OF ANY LITIGATION ARISING OUT OF OR IN



CONNECTION WITH THE LOAN PAPERS AND THE OBLIGATIONBROUGHT IN DISTRICT COURTS OF MECKLENBURG
COUNTY, NORTH CAROLINA, OR IN THE UNITED STATES DIBRICT COURT FOR THE MIDDLE DISTRICT OF NORTH
CAROLINA, (c) IRREVOCABLY WAIVES ANY CLAIMS THAT ANY LITIGATION BROUGHT IN ANY SUCH COURT HAS BEEN
BROUGHT IN AN INCONVENIENT FORUM, (d) AGREES TO DESNATE AND MAINTAIN AN AGENT FOR SERVICE OF
PROCESS IN CHARLOTTE, NORTH CAROLINA, IN CONNECTIOWITH ANY SUCH LITIGATION AND TO DELIVER TO THE
AGENT EVIDENCE THEREOF, IF REQUESTED, (e) IRREVOCAB CONSENTS TO THE SERVICE OF PROCESS OUT OF ANY OF
THE AFOREMENTIONED COURTS IN ANY SUCH LITIGATION BYTHE MAILING OF COPIES THEREOF BY CERTIFIED MAIL,
RETURN RECEIPT REQUESTED, POSTAGE PREPAID, AT ITBIBRESS SET FORTH HEREIN, (f) IRREVOCABLY AGREES TH;
ANY LEGAL PROCEEDING AGAINST ANY PARTY HERETO ARISNG OUT OF OR IN CONNECTION WITH THE LOAN PAPERS
ON THE OBLIGATION SHALL BE BROUGHT IN ONE OF THE ABREMENTIONED COURTS, AND (g) IRREVOCABLY WAIVES,
TO THE FULLEST EXTENT PERMITTED BY LAW, ITS RIGHT O A JURY TRIAL IN ANY LITIGATION ARISING OUT OF ORIN
CONNECTION WITH THE LOAN PAPERS AND THE OBLIGATION.

9.12 Maximum Interest Rate.

Regardless of any provision contained in any ofLiban Papers, no Lender shall ever be entitleadtdract for, charge, take, reserve, receive,
or apply, as interest on the Obligation, or anyt gaereof, any amount in excess of the Highest uhRfte, and, in the event the Lenders ever
contract for, charge, take, reserve, receive, plyags interest any such excess, it shall be deenpedtial prepayment without penalty of
principal and treated hereunder as such and anginémg excess shall be refunded to the Borrowedeltermining whether or not the interest
paid or payable, under any specific contingencgeess the Highest Lawful Rate, the Borrower and_#heders shall, to the maximum extent
permitted under applicable Law, (a) treat all Baiirtgs as but a single extension of credit (and_#eders and the Borrower agree that such
is the case and that provision herein for multpdgrowings and multiple Notes is for conveniencé/yr(b) characterize any nonprincipal
payment as an expense, fee, or premium ratherathanerest, (c) exclude voluntary prepaymentstaaceffects thereof, and (d) "spread" the
total amount of interest throughout the entire earlated term of the Obligation; provided thath# Obligation is paid and performed in full
prior to the end of the full contemplated term #dudy and if the interest received for the actuaiqueof existence thereof exceeds the Highest
Lawful Rate, the Lenders shall refund such excasa, in such event, the Lenders shall not be sutgjeany penalties provided by any Laws
for contracting for, charging, taking, reservingreceiving interest in excess of the Highest LdWate.

9.13 Invalid Provisions.

If any provision in any Loan Paper is held to begél, invalid, or unenforceable, such provisioalshe fully severable; the appropriate Loan
Paper shall be construed and enforced as if sumhswn had never comprised a part thereof; andeh®ining provisions thereof shall
remain in full force and effect and shall not bieeted by such provision or by its severance thenef Furthermore, in lieu of such provision
there shall be added automatically as a part df kean Paper a provision as similar thereto as beayossible and be legal, valid, and
enforceable.

9.14 Entire Agreement.

THIS AGREEMENT (AS AMENDED IN WRITING FROM TIME TO'IME) AND THE OTHER WRITTEN LOAN PAPERS EXECUTE
BY THE BORROWER, THE AGENTS, AND THE LENDERS (OR BM'HE BORROWER FOR THE BENEFIT OF THE AGENTS OR
ANY LENDER) REPRESENT THE FINAL AGREEMENT BETWEENHE PARTIES HERETO AND MAY NOT BE CONTRADICTED
BY EVIDENCE OF PRIOR, CONTEMPORANEOUS, OR SUBSEQUENRAL AGREEMENTS BY THE PARTIES. THERE ARE NO
UNWRITTEN ORAL AGREEMENTS BETWEEN THE PARTIES.

9.15 Amendments, Etc.

No amendment or waiver of any provision of any L&aper nor consent to any departure therefroméptirrower shall be effective unle
the same shall be in writing and signed by the Migja.enders, and then such amendment, waiver nseat shall be effective only in the
specific instance and for the specific purposenfbich given; provided, however, that no amendmeatyer, or consent shall, unless in
writing and signed by all Lenders, do any of théofeing: (a) increase the Commitment, or extenddbe date for payment of any of the
Obligation, (b) reduce the principal amount of Leae hereunder or any interest rate or the amafuaes applicable to the Obligation
(except such reductions as are contemplated byAtiisement), (c) amend or waive compliance wits Béction 9.15 or (d) amend the
definition of Majority Lenders; provided that no andment, waiver, or consent shall, unless in wgitind signed by the Administrative Ag
in addition to the Lenders required above to tal@hsction, affect the rights or duties of the Adistrative Agent under this or any other
Loan Paper.

9.16 Waivers.

No course of dealing nor any failure or delay by A&dministrative Agent, any Lender, or any of theispective officers, directors, employe
agents, representatives, or attorneys with regpestercising any Right of the Lenders hereundell siperate as a waiver thereof. A waiver
must be in writing and signed by the Lenders (erNajority Lenders to the extent permitted hereunttebe effective, and such waiver will
be effective only in the specific instance andtfa specific purpose for which it is given.

9.17 Taxes



Any Taxes (excluding income, gross receipts andchizse taxes) payable or ruled payable by any Tidbin respect of this Agreement or ¢
other Loan Paper shall be paid by the Borrowertiogr with interest and penalties, if any.

9.18 Governmental Regulation.

Anything contained in this Agreement to the contmnamtwithstanding, the Lenders shall not be obkgab extend credit to the Borrower in
violation of any Law.

9.19 Multiple Counterparts.

This Agreement may be executed in a number of iceintounterparts, each of which shall be deemeatigimal for all purposes and all of
which constitute, collectively, one Agreement; hatmaking proof of this Agreement, it shall notrecessary to produce or account for more
than one such counterpart. It is not necessaryetinet Lender execute the same counterpart so oitgatical counterparts are executed by
the Borrower and each Lender. This Agreement &lemlbme effective when counterparts hereof shak leen executed and delivered to the
Administrative Agent by each Lender, the Agents #re Borrower, or, in the case only of the Lendetsen the Administrative Agent shall
have received telecopied or other evidence sat@fato it that each Lender has executed and isetétg to the Administrative Agent a
counterpart hereof.

9.20 Successors and Assigns; Participations; Assgis.

(a) This Agreement shall be binding upon, and inaréhe benefit of the parties hereto and thejpeetive successors and assigns, except that
(i) the Borrower may not, directly or indirectlyssagn or transfer, or attempt to assign or transifiey of its Rights, duties, or obligations un
any Loan Papers to which it is a party withoutélpress written consent of all Lenders, and (igept as permitted under this Section 9.20,
no Lender may transfer, pledge, assign, sell ppatiions in, or otherwise encumber its portionhaf Obligation.

(b) Subject to the provisions of this Section 928y Lender may sell to one or more Persons (edFlarticipant”) participating interests (in
each case not less than $5,000,000) in its poofithe Obligation; provided that the Administratikgent and the Borrower shall have the
right to approve any Participant which is not afinial institution. In the event of any such sala fParticipant,

(i) such Lender shall remain a "Lender" under tkggeement and the Participant shall not constiuteender” hereunder, (ii) such Lender's
obligations under this Agreement shall remain ungled, (iii) such Lender shall remain solely resflaegor the performance thereof, (iv)
such Lender shall remain the holder of its sharta@iObligation for all purposes under this Agreamand (v) the Borrower and the
Administrative Agenshall continue to deal solely and directly withtsliender in connection with such Lender's Rights aloligations unde
the Loan Papers. Participants shall have no Rigider the Loan Papers, other than certain votgigsias provided below. Each Lender s
be entitled to obtain (on behalf of its Particigdrihe benefits of Section 2 with respect to aftipgations in its Loans outstanding from time
to time. No Lender shall sell any participatingeir@st under which the Participant shall have aghRito approve any amendment,
modification, or waiver of any Loan Paper, excepthte extent such amendment, modification, or waiwéends the due date for payment of
any amount in respect of principal, interest, esfdue under the Loan Papers, or reduces theshtate or the amount of principal or fees
applicable to the Obligation (except such reductias are contemplated by this Agreement); providatlin those cases where a Participa
entitled to the benefits of Section 2 or a Lendants Rights to its Participants to approve amemds® or waivers of the Loan Papers
respecting the matters previously described indgligence, such Lender must include a voting méstmain the relevant participation
agreement whereby a majority of such Lender's goiof the Obligation (whether held by such Lendeparticipated) shall control the vote
for all of such Lender's portion of the Obligatid@xcept in the case of the sale of a participaitiwgrest to a Lender, the relevant participation
agreement shall not permit the Participant to fiemgledge, assign, sell participations in, oresthise encumber its portion of the Obligation.

(c) Subject to the provisions of this Section 9&8y Lender may sell to one or more Eligible Aseigg (each a "Purchaser") a proportionate
part (in each case not less than $5,000,000) &ighkts and obligations under the Loan Papers pmtsio an Assignment and Acceptance
(herein so called) between such Purchaser andlsrater in the form of Exhibit E hereto. Upon (i)idery of an executed copy of the
Assignment and Acceptance to the Borrower and thaiAistrative Agent and (ii) payment of a fee of B from such Lender to the
Administrative Agent, from and after the assignrseatfective date (which shall be after the datsuwh delivery), such Purchaser shall fo
purposes be a Lender hereunder and shall haveeaRights and obligations of a Lender hereundénécsame extent as if it were an original
party hereto with commitments as set forth in tlesignment and Acceptance, and the transferor Lestdglrbe released from its obligations
hereunder to a corresponding extent, but shalilretzch rights to expense reimbursement and indesation to which it was entitled at the
effective date. Upon any transfer pursuant to $astion 9.20(c), Schedule 1 shall automaticallgéemed to reflect the name, address, and
Commitment of such Purchaser and the Administraigent shall deliver to the Borrower and the Lesdan amended Schedule 1 reflecting
such changes. A Purchaser shall be subject tbalptovisions in this Section 9.20 the same d@swkre a Lender as of the date hereof.

(d) If pursuant to Section 9.20(c) any intereghia Obligation is transferred to any Purchaser Wwigmrganized under the Laws of any
jurisdiction other than the United States of Amarniz any State thereof, the transferor Lender slaaise such Purchaser, concurrently
the effectiveness of such transfer, (i) to represethe transferor Lender (for the benefit of ttemsferor Lender, the Administrative Agent,
and the Borrower) that under applicable Laws aedties no Taxes will be required to be withheldh®sy Administrative Agent, the Borrowe
or the transferor Lender with respect to any paystnbe made to such Purchaser in respect of igadion,

(i) to furnish to each of the transferor Lendée Administrative Agent, and the Borrower two dogmpleted copies of either U.S. Internal
Revenue Service Form 4224 or U.S. Internal Rev&areice Form 1001 (wherein such Purchaser clairtidegnent to complete exemption
from U.S. federal withholding tax on all interestymnents hereunder), and (iii) to agree (for theefieof the transferor Lender, the
Administrative Agent, and the Borrower) to provitie transferor Lender, the Administrative Agent] dme Borrower a new Form 4224



Form 1001 upon the obsolescence of any previoudlyated form in accordance with applicable U.Swkaand amendments thereto duly
executed and completed by such Purchaser, andrtplgdrom time to time with all applicable U.S. Lawith regard to such withholding tax
exemption.

(e) Nothing in this Agreement shall prevent or pb@tany Lender from pledging its Loans and Notesgunder to a Federal Reserve Bank in
support of borrowings by such Lender from such Fa&ldReserve Bank.

9.21 Confidentiality.

All nonpublic information furnished by the Compasite the Agents or the Lenders in connection withltoan Papers and the transactions
contemplated thereby will be treated as confidgrtiat nothing herein contained shall limit or inipa@ny Agent's or any Lender's right, and
each Agent and the Lenders shall be entitledo(d)sclose the same to any Tribunal or as othenmeigaired by Law or to any prospective or
actual Participant or Purchaser or to the respedtifiliates, directors, officers, employees, ateys, and agents of any prospective or actual
Participant or Purchaser (provided that such pretsgeor actual Participant or Purchaser has agreedliting to comply with this Section
9.21 and provided further that the Borrower haggiis prior written consent to such distributiofi), to use such information to the extent
pertinent to an evaluation of the Obligation, ehforce compliance with the terms and conditimirthe Loan Papers, and (d) to take any
action which such Agent or any Lender deems nepgss@rotect its interests if an Event of Deféhdis occurred and is continuing.

9.22 Conflicts and Ambiguities.

Any conflict or ambiguity between the terms andvismns herein and terms and provisions in anyrdtiean Paper shall be controlled by the
terms and provisions herein.

9.23 General Indemnification.

THE BORROWER SHALL INDEMNIFY, PROTECT, AND HOLD THRGENTS AND THE LENDERS AND THEIR RESPECTIVE
PARENTS, SUBSIDIARIES, AFFILIATES, DIRECTORS, OFHERS, EMPLOYEES, REPRESENTATIVES, AGENTS, SUCCESSORS
ASSIGNS, AND ATTORNEYS (COLLECTIVELY, THE "INDEMNIFED PARTIES") HARMLESS FROM AND AGAINST ANY AND
ALL LIABILITIES, OBLIGATIONS, LOSSES, DAMAGES, PENATIES, ACTIONS, JUDGMENTS, SUITS, CLAIMS, COSTS,
EXPENSES (INCLUDING, WITHOUT LIMITATION, ATTORNEYSFEES AND LEGAL EXPENSES WHETHER OR NOT SUIT IS
BROUGHT AND SETTLEMENT COSTS), AND DISBURSEMENTS GfNY KIND OR NATURE WHATSOEVER WHICH MAY BE
IMPOSED ON, INCURRED BY, OR ASSERTED AGAINST THE INNEMNIFIED PARTIES, IN ANY WAY RELATING TO OR
ARISING OUT OF THE LOAN PAPERS OR ANY OF THE TRANSAIONS CONTEMPLATED THEREIN (COLLECTIVELY, THE
"INDEMNIFIED LIABILITIES"), TO THE EXTENT THAT ANY OF THE INDEMNIFIED LIABILITIES RESULTS, DIRECTLY OR
INDIRECTLY, FROM ANY CLAIM MADE OR ACTION, SUIT, ORPROCEEDING COMMENCED BY OR ON BEHALF OF ANY
PERSON OTHER THAN THE INDEMNIFIED PARTIES; PROVIDEMOWEVER, THAT ALTHOUGH EACH INDEMNIFIED PARTY
SHALL HAVE THE RIGHT TO BE INDEMNIFIED FROM ITS OWNORDINARY NEGLIGENCE, NO INDEMNIFIED PARTY SHALL
HAVE THE RIGHT TO BE INDEMNIFIED HEREUNDER FOR IT®WN FRAUD, GROSS NEGLIGENCE, OR WILLFUL
MISCONDUCT. THE PROVISIONS OF AND UNDERTAKINGS ANINDEMNIFICATION SET FORTH IN THIS PARAGRAPH
SHALL SURVIVE THE SATISFACTION AND PAYMENT OF THE BLIGATION AND TERMINATION OF THIS AGREEMENT FOR
THE PERIOD OF TIME SET FORTH IN ANY APPLICABLE STAJTE OF LIMITATIONS.

9.24 Investment Representation.

The Notes are being acquired by the Lenders far tiven respective account for investment and naohwhie view to, or for sale in connection
with, any distribution thereof. The Lenders undamsitthat the Notes will not be registered undeiSbeurities Act of 1933 or any securities
act of any state pursuant to an exemption fronrebestration provisions thereof. Each Lender sinalémnify the Borrower against and hold
it harmless from any claim, and any cost or expénseefrom, that the Borrower shall have commitiadolation of applicable Law by virtue
of the exercise by such Lender of its right to paliticipations or make assignments hereunder.

EXECUTED as of the day and year first mentioned.
CENTURYTEL, INC.

By: /s/ R Stewart Ewi ng, Jr.

Title: Executive Vice President

BANK OF AMERICA, N.A.
as the Administrative Agent and a Lender



By: /s/ Mchael Pavell

Narme: M chael Pavel l

Title: Vice President

CITIBANK, N.A.,
as the Syndication Agent and a Lender

By: /s/ Maureen Maroney

Title: Director

FLEET NATIONAL BANK
as Co-Documentation Agent and a Lender

By: [/s/ Amy B. Peden

Title: Assistant Vice President

JPMORGAN, A DIVISION OF CHASE
SECURITIES INC., as Co-Documentation Agent

By: /s/ Rajesh Kapadia

THE CHASE MANHATTAN BANK, as a Lender

By: [/s/ Dennis R WIlczek

Title: Vice President

SUNTRUST BANK,
as Co-Documentation Agent and a Lender

By: [/s/ W David Wsdom

Title: Vice President

BANC OF AMERICA SECURITIES LLC,
as Joint Lead Arranger and Joint Book Manager

By: /s/ Steven C. Ayala

Title: Principal

SALOMON SMITH BARNEY INC.,
as Joint Lead Arranger and Joint Book Manager



By: /sl Carolyn A. Keen

Title: Attorney-in-fact



Exhibit 10.1(c)

AMENDMENT TO THE
CENTURYTEL RETIREMENT PLAN

STATE OF LOUISIANA
PARISH OF OUACHITA

BE IT KNOWN, that on this 17th day of April, 2008efore me, a Notary Public, duly commissioned amaifjed in and for the Parish of
Ouachita, State of Louisiana, therein residing, iarttie presence of the undersigned witnesses:

PERSONALLY CAME AND APPEARED:

CENTURYTEL, INC., represented herein by its Exeeait/ice President and Chief Financial Officer, Rev@art Ewing, Jr., as Settlor and
Employer, which hereby executes the following anmeent to the CenturyTel Retirement Plan, such amendmho be effective immediately:

(1) The following is hereby inserted as Sectiorl730

7.01-3 Notwithstanding the above vesting schedufmrticipant's accrued benefits shall fully vest become nonforfeitable automatically
upon the occurrence of any of the following eveagsgh of which shall be referred to herein as at@e of Control":

(a) the acquisition by any person of beneficial evghip of 30% or more of the outstanding shardh@fCompany's common stock, $1.00 par
value per share (the "Common Stock"), or 30% orentdrthe combined voting power of the Company's thgtstanding securities entitled to
vote generally in the election of directors; praddhowever, that for purposes of this subsectgntiie following acquisitions shall not
constitute a Change of Control:

(i) any acquisition (other than a Business Comliamaas defined below) which constitutes a Charfgeamtrol under
Section 7.01-3(c) hereof) of Common Stock direfrityn the Company,

(il) any acquisition of Common Stock by the Companyts subsidiaries,

(iii) any acquisition of Common Stock by any empeybenefit plan (or related trust) sponsored ontaaied by the Company or any
corporation controlled by the Company, or

(iv) any acquisition of Common Stock by any corgimma pursuant to a Business Combination that doésonstitute a Change of Control
under Section 7.01-3(c) hereof; or

(b) individuals who, as of January 1, 2000, constithe Board of Directors of the Company (the Umbent Board") cease for any reason to
constitute at least a majority of the Board of DBiogs; provided, however, that any individual beawya director subsequent to such date
whose election, or nomination for election by thenany's shareholders, was approved by a votelefstt two-thirds of the directors then
comprising the Incumbent Board shall be considaretember of the Incumbent Board, unless such iddalis initial assumption of office
occurs as a result of an actual or threatenedi@tecbntest with respect to the election or remafalirectors or other actual or threatened
solicitation of proxies or consents by or on beloéld person other than the Incumbent Board; or

(c) consummation of a reorganization, share exahamgrger or consolidation (including any suchgeation involving any direct or indirect
subsidiary of the Company), or sale or other digjpwsof all or substantially all of the assetstioé Company (a "Business Combination™);
provided, however, that in no such case shall aoh sransaction constitute a Change of Contrehihiediately following such Business
Combination:

(i) the individuals and entities who were the béiaf owners of the Company's outstanding Commarisand the Company's voting
securities entitled to vote generally in the elacidf directors immediately prior to such Busin€senbi- nation have direct or indirect
beneficial ownership, respectively, of more thafe58f the then outstanding shares of common stouk@ore than 50% of the combined
voting power of the then outstanding voting se@sientitled to vote generally in the election wédtors of the surviving or successor
corporation, or, if applicable, the ultimate pareompany thereof (the "Post-Transaction Corporatjand

(i) except to the extent that such ownership exigirior to the Business Combination, no personl@eing the Post-Transaction Corporation
and any employee benefit plan or related trusitbeethe Company, the Post-Transaction Corporagicemy subsidiary of either corporation)
beneficially owns, directly or indirectly, 20% orone of the then outstanding shares of common sibtike corporation resulting from such
Business Combination or 20% or more of the combiraihg power of the then outstanding voting sd@siof such corporation, and

(iii) at least a majority of the members of the twbaf directors of the Post-Transaction Corporati@re members of the Incumbent Board at
the time of the execution of the initial agreementof the action of the Board of Directors, pramigfor such Business Combination;



(d) approval by the shareholders of the Comparey @mplete liquidation or dissolution of the Cormypan

For purposes of this Section 7.01-3, the term '@@rshall mean a natural person or entity, and sited mean the group or syndicate created
when two or more persons act as a syndicate or gtbep (including, without limitation, a partneiglor limited partnership) for the purpose
of acquiring, holding, or disposing of a securéygcept that "person” shall not include an undeewtiémporarily holding a security pursuant
to an offering of the security.

THUS DONE AND SIGNED on the day first above shownthe presence of the undersigned competent vaigsesvho hereunto sign their
names with the said appearer and me, Notary, ieféeling of the whole.

WITNESSES:

CENTURYTEL, INC.

/ s/ Li nda Vaughn BY: /s/ R Stewart Ew ng, Jr.

R Stewart Ewi ng, Jr. Executive Vice
/ s/ Li nda Reeves Presi dent and Chief Financial Oficer

NOTARY PUBLI C



Exhibit 10.2(a)

AMENDMENT TO THE
CENTURY TELEPHONE ENTERPRISES, INC.
1983 RESTRICTED STOCK PLAN

WHEREAS, an amendment to the CenturyTel, Inc. 1R88tricted Stock Plan (the "Plan") was adoptecheyGompensation Committee of
the Board of Directors on February 21, 2000 anifieetby the Board of Directors on February 22, @0 make technical and clarifying
amendments to the change in control provisionsained in the Plan.

NOW, THEREFORE, effective immediately, the Plahéseby amended as follow
The second paragraph of Section 8 of the Plan@mhtiChanges in Capitalization" shall be amendeitsientirety to read as follows:

Upon the occurrence of a Change in Control (amddfbelow), all restrictions imposed pursuant tctie 7(a) with respect to any
outstanding award hereunder shall automaticallgydap. Change in Control shall mean the occurrefeay of the following events: (i) the
acquisition by any person of beneficial ownersHiB@% or more of the outstanding shares of the ComB8tock of CenturyTel, Inc.
("CenturyTel"), or 30% or more of the combined ngtpower of CenturyTel's then outstanding securitiatitled to vote generally in the
election of directors; provided, however, thatfarposes of this sub-item (i), the following acdtioas shall not constitute a Change in
Control: (a) any acquisition (other than a Busin@embination (as defined below) which constitut€shange in Control under sub-item

(iiif) hereof) of Common Stock directly from Centdigl, (b) any acquisition of Common Stock by Cenfiglyor its subsidiaries, (c) any
acquisition of Common Stock by any employee bemddih (or related trust) sponsored or maintaine@€begturyTel or any corporation
controlled by CenturyTel, or (c) any acquisition@dmmon Stock by any corporation pursuant to arBss Combination that does not
constitute a Change in Control under st (iii) hereof; or (ii individuals who, as ofdaary 1, 2000, constitute the Board of Directorthe!
Company (the "Incumbent Board") cease for any ne&s@onstitute at least a majority of the BoardDokctors; provided, however, that any
individual becoming a director subsequent to swatle whose election, or nomination for election BntiryTel's shareholders, was provec
a vote of at least twihirds of the directors then comprising the Incuntt®®oard shall be considered a member of the InemnBoard, unles
such individual's initial assumption of office ocsas a result of an actual or threatened electorest with respect to the election or remu
of directors or other actual or threatened solicitaof proxies or consents by or on behalf of espe other than the Incumbent Board; or (iii)
consummation of a reorganization, share exchangggem or consolidation (including any such transacinvolving any direct or indirect
subsidiary of CenturyTel), or sale or other disposiof all or substantially all of the assets @furyTel (a "Business Combination");
provided, however, that in no such case shall aoh sransaction constitute a Change in Contrehihiediately following such Business
Combination:



(a) the individuals and entities who were the biersfowners of CenturyTel's outstanding Commorc&tand CenturyTel's voting securities
entitled to vote generally in the election of diges immediately prior to such Business Combinatiawe direct or indirect beneficial
ownership, respectively, of more than 50% of trenthutstanding shares of common stock, and more50% of the combined voting power
of the then outstanding voting securities entitedote generally in the election of directorstod surviving or successor corporation, or, if
applicable, the ultimate parent company therea {fPost-Transaction Corporation"), and (b) excephée extent that such ownership existed
prior to the Business Combination, no person (ediolyithe Post-Transaction Corporation and any eyagdenefit plan or related trust or
either CenturyTel, the Post-Transaction Corporatioany subsidiary of either corporation) benefigiawns, directly or indirectly, 20% or
more of the then outstanding shares of common sibttke corporation resulting from such BusinessnBmation of 20% or more of the
combined voting power of the then outstanding \@8acurities of such corporation, and (c) at laasijority of the members of the board of
directors of the Post-Transaction Corporation weeebers of the Incumbent Board at the time of #ez@tion of the initial agreement, or of
the action of the Board of Directors, providing such Business Combination; or (iv) approval byshareholders of CenturyTel of a
complete liquidation or dissolution of CenturyTiebar purposes of the immediately preceding senteheggerm "person” shall mean a natural
person or entity, and shall also mean the grolgyedicate created when two or more persons acsgsdicate or other group (including,
without limitation, a partnership or limited partekip) for the purpose of acquiring, holding, sspbsing of a security, except that "person”
shall not include an underwriter temporarily holylen security pursuant to an offering of the segurit

IN WITNESS WHEREOF, CenturyTel, Inc. has executdd amendment in its corporate name as of the dayrof April, 2000.
CENTURYTEL, INC.

By: /s/ R Stewart Ewi ng, Jr.

R Stewart Ewi ng, Jr.
Executive Vice President and
Chi ef Financial Oficer



Exhibit 10.2(e)(i)

THIS DOCUMENT CONSTITUTES PART OF A PROSPECTUS COVERING SECURITIES
THAT HAVE BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933.

FORM OF NON-QUALIFIED STOCK OPTION AGREEMENT
UNDER THE AMENDED AND RESTATED
CENTURYTEL, INC.

2000 INCENTIVE COMPENSATION PLAN

THIS AGREEMENT is entered into as of May 21, 20§1amd between CenturyTel, Inc., a Louisiana corpamg"CenturyTel"), and
("Optionee

WHEREAS Optionee is a key employee of CenturyTedrme of its subsidiaries (collectively, the "Comggrand CenturyTel considers it
desirable and in its best interest that Optionegiben an incentive to advance the interests ot@gfiel by possessing an option to purchase
shares of the common stock, $1.00 par value peesbhCenturyTel (the "Common Stock") under theefided and Restated CenturyTel,
Inc. 2000 Incentive Compensation Plan (the "Plantjich was approved by the Board of Directors ofitQgyTel on February 22, 2000,
approved by the shareholders at CenturyTel's 200tuaAl Meeting of Shareholders and amended andeddtg the Board of Directors on
May 23, 2000;

NOW, THEREFORE, in consideration of the premiseis agreed as follow:
1.
Grant of Option

1.01 CenturyTel hereby grants to Optionee effedthas 21, 2001 (the "Date of Grant") the right, jlege and option to purchase
shares of Common Stock (the "Option") at an exerpiice of $28.03 per share.

1.02 The Option is a non-qualified stock option ahdll not be treated as an incentive stock optimer Section 422 of the Internal Revenue
Code of 1986, as amended (the "Code").

2.
Time of Exercise

2.01 Subject to the provisions of the Plan andbther provisions of this Agreement, the Optionesidbe entitled to exercise the Option as
follows:

With respect to 1/3 of the shares
covered by the Option................ beginning M ay 21, 2002

With respect to 2/3 of the shares
covered by the Option, less any
shares previously issued............. beginning M ay 21, 2003

With respect to all of the shares
covered by the Option, less any
shares previously issued............. beginning M ay 21, 2004.

The Option shall expire and may not be exercistd than ten years after the Date of Grant.

......... 2.02 Notwithstanding the foregoing, theti@p shall become accelerated and immediately ésadvte in full (a) if Optionee dies while

is employed by the Company, (b) if Optionee becodigabled within the meaning of Section 22(e)(3)hef Code ("Disability") while he is
employed by the Company, (c) if Optionee retiresrfremployment with the Company on or after attajrihee age of 55 ("Retirement") or (d)
pursuant to the provisions of the Plan.

Conditions for Exercise of Option

......... During Optionee's lifetime, the Option ntayexercised only by him or by his legal represtarg. The Option must be exercised while
Optionee is employed by the Company, or, to therexéxercisable at the time of termi- nation of Eyment, within 190 days of the date on
which he ceases to be an employee, except thidith@)ceases to be an employee because of RetitetherOption may be exercised wit!



three years from the date on which he ceases am leenployee, (b) if an Optionee's employment isiteaited for cause, the unexercised
portion of the Option is immediately terminatedddn) in the event of Optionee's Disability or deahe Option may be exercised by the
Optionee or, in the case of death, by his estaby dihe person to whom such right devolves from bimieason of his death within two years
after the date of his Disability or death; providadwever, that the Option and all option gaingdefined in Section 4.01, shall at all times be
subject to the forfeiture provisions of Sectionetdof; and provided further that no Option may kereised later than ten years after the Date
of Grant.

4,
Forfeiture of Option and Option Gain

......... 4.01 If, at any time during Optionee's éagment by the Company or within 18 months aftemieation of employment, Optionee
engages in any activity in competition with anyivtt of the Company, or inimical, contrary or hduhto the interests of the Company,
including, but not limited to: (a) conduct relatitgOptionee's employment for which either crimiaativil penalties against Optionee may
be sought, (b) conduct or activity that resultseirmination of Optionee's employment for causeyi@lation of Company policies, including,
without limitation, the Company's insider tradingipy,

(d) accepting employment with, acquiring a 5% orenequity or participation interest in, servingaasonsultant, advisor, director or agent of,
directly or indirectly soliciting or recruiting argmployee of the Company who was employed at ang tluring Optionee's tenure with the
Company, or otherwise assisting in any other caypacimanner any company or enterprise that isctlirer indirectly in competition with or
acting against the interests of the Company orddiritg lines of business (a "competitor"), except (fA) any isolated, sporadic
accommodation or assistance provided to a compeditdts request, by Optionee during Optioneeisite with the Company, but only if
provided in the good faith and reasonable beliaf fuch action would benefit the Company by prongptjood business relations with the
competitor and would not harm the Company's intsriasany material respect or (B) any other sereicassistance that is provided at the
request or with the written permission of the Compde) disclosing or misusing any confidentiabimhation or material concerning the
Company, or (f) participating in a hostile takeoaiempt, then

(i) the Option shall terminate effective the datewthich Optionee engages in such activity, unlessinated sooner by operation of another
term or condition of this Agreement or the Plarg i) Optionee shall pay in cash to the Compangheut interest, any option gain realized
by Optionee from exercising all or a portion of tBption during the period beginning one year priotermination of employment (or one
year prior to the date Optionee first engages ah &ctivity if no termination occurs) and endingtba date on which the Option terminai
For purposes hereof, "option gain" shall mean ifferénce between the closing market price of tlhen@on Stock on the date of exercise
minus the exercise price, multiplied by the numifeshares purchased.

......... 4.02 If Optionee owes any amount to then@any under Section 4.01 above, Optionee acknowkettat the Company may deduct ¢
amount from any amounts the Company owes Optiaee fime to time for any reason (including amownigd to Optionee as wages or
other compensation, fringe benefits, or vacatioy) p&/hether or not the Company elects to make aioi set-off in whole or in part, if the
Company does not recover by means of set-off thafuount Optionee owes it, Optionee agrees toipeyediately the unpaid balance to the
Company.

......... 4.03 Optionee may be released from Opéenabligations under Sections 4.01 and 4.02 aboleif the Committee determines in its
sole discretion that such action is in the begragts of the Company.

Preference Share Purchase Rights

......... Upon exercise of an Option at a time wheference share purchase rights to purchase stfagesies BB Participating Cumulative
Preference Stock or other securities or properth@fCompany (the "Rights" and each a "Right") riensaitstanding pursuant to that certain
Rights Agreement dated as of August 27, 1996 betv@anturyTel and the Rights Agent named thereimnasnded (the "Rights
Agreement"), or any successor rights agreemem, @ionee shall receive Rights in conjunction vitptionee's receipt of shares of
Common Stock on the terms and conditions of théRiggreement.

Additional Conditions

......... Anything in this Agreement to the contrantwithstanding, if at any time CenturyTel furtltatermines, in its sole discretion, that the
listing, registration or qualification (or any upittey of any such document) of the shares of ComBtok issuable pursuant to the exercise of
an Option is necessary on any securities exchangeder any federal or state securities or bluelaky or that the consent or approval of |
governmental regulatory body is necessary or dasitas a condition of, or in connection with th&uisnce of shares of Common Stock
pursuant thereto, or the removal of any restrigiomposed on such shares, such shares of Commok $Stall not be issued, in whole or in
part, unless such listing, registration, qualificat consent or approval shall have been effectexbtained free of any conditions not
acceptable to CenturyTel. CenturyTel agrees to ptlyntiake any and all actions necessary or desrigborder that all shares of Common
Stock issuable hereunder shall be issued as pbWieein,



Attorneys' Fees and Expenses

......... Should any party hereto retain counsettierpurpose of enforcing, or preventing the brezfchny provision hereof, including, but not
limited to, the institution of any action or prodé®y in court to enforce any provision hereof, bjoin a breach of any provision of this
Agreement, to obtain specific performance of argvimion of this Agreement, to obtain monetary quldated damages for failure to perform
any provision of this Agreement, or for a declamatof such parties' rights or obligations hereundefor any other judicial remedy, then the
prevailing party shall be entitled to be reimburbgdhe losing party for all costs and expensesrieel thereby, including, but not limited to,
attorneys' fees (including costs of appeal).

No Contract of Employment Intended

......... Nothing in this Agreement shall confer og@ptionee any right to continue in the employnaithe Company or to interfere in any w
with the right of the Company to terminate Optideeamployment relationship with the Company at tamg.

Taxes

......... The Company may make such provisions it deem appropriate for the withholding of anyefiml, state and local taxes that it
determines are required to be withheld on the éseaf the Option.

10.
Binding Effect

......... This Agreement shall inure to the beneffiand be binding upon the parties hereto and tiespective heirs, executors, administrators,
legal representatives and successors. Withoutitighihe generality of the foregoing, whenever tleedV'Optionee" is used in any provision

of this Agreement under circumstances where theigion appropriately applies to the heirs, exeatadministrators or legal representatives
to whom this Option may be transferred by will grthe laws of descent and distribution, the worgti@nee" shall be deemed to include ¢
person or persons.

11.
Inconsistent Provisions

......... Optionee agrees that the Option granteelyes subject to the provisions of the Plan dly fs if all such provisions were set forth in
their entirety in this Agreement. If any provisiohthis Agreement conflicts with a provision of tR&an, the Plan provision shall control.
Optionee acknowledges that a copy of the Plan igishiited or made available to Optionee and thatiddee was advised to review such
Plan prior to entering into this Agreement. Optieneives the right to claim that the provisionshaf Plan are not binding upon Optionee
Optionee's heirs, executors, representatives amihadrators.

12.
Adjustments to Options

......... Appropriate adjustments shall be madé&¢onumber and class of shares of Common Stockdubjéhe Option and to the exercise p
in certain situations described in Section 10.éhefPlan.

13.
Termination of Option

......... The Committee, in its sole discretion, neyninate the Option. However, no termination radyersely affect the rights of Optionee to
the extent that the Option is currently exercisainghe date of such termination.

14.



Severability

If any term or provision of this Agreement, or @iqgplication thereof to any person or circumstashball at any time or to any extent be
invalid, illegal or unenforceable in any respectaitten, Optionee and CenturyTel intend for anurt@onstruing this Agreement to modify
or limit such provision so as to render it validlaanforceable to the fullest extent allowed by l&wy such provision that is not susceptible
such reformation shall be ignored so as to nota#iay other term or provision hereof, and the lieder of this Agreement, or the applicat
of such term or provision to persons or circumstanmher than those as to which it is held invallieigal or unenforceable, shall not be
affected thereby and each term and provision sfAlgreement shall be valid and enforced to the$tuléxtent permitted by law.

15.
Entire Agreement; Modification

......... The Plan and this Agreement contain theeeagreement between the parties with respeitiet@ubject matter contained herein and
not be modified, except as provided in the Plant asy be amended from time to time in the mammevided therein, or in this Agreement,
as it may be amended from time to time by a writteoument signed by each of the parties hereto.okalyor written agreements,
representations, warranties, written inducemenmtetlter communications made prior to the executibtme Agreement shall be void and
ineffective for all purposes.

......... IN WITNESS WHEREOF the parties hereto heaesed this Agreement to be executed as of thamnkhyear first above written.
CENTURYTEL, INC.
By:

{insert name} Optione:



AMENDMENT TO THE

Exhibit 10.3(a)

CENTURYTEL, INC.
KEY EMPLOYEE INCENTIVE COMPENSATION PLAN

WHEREAS, an amendment to the CenturyTel, Inc. Keyployee Incentive Compensation Plan (the "plan'$ adopted by the
Compensation Committee of the Board of Director§ehruary 22, 2000 and ratified by the Board okbiors on February 21, 2000 to de
the provisions thereof relating to a change in @drmtf CenturyTel, Inc.

NOW, THEREFORE, effective immediately, the Plahéseby amended as follow

Section 15 of the Plan entitled "Change in Conti®Hereby deleted in its entirety.

IN WITNESS WHEREOF, CenturyTel, Inc. has executdd amendment in its corporation name as of thi day of April, 2000.
CENTURYTEL, INC.

By: /s/ R Stewart Ew ng, Jr.

R Stewart Ewi ng, Jr.
Executive Vice President and
Chi ef Financial Oficer



Exhibit 10.3(e)

AMENDMENT TO THE
CENTURYTEL, INC.
SUPPLEMENTAL DEFINED BENEFIT PLAN

WHEREAS, an amendment to the CenturyTel, Inc. Sapphtal Defined Benefit Plan (the "Plan") was addty the Compensation
Committee of the Board of Directors on FebruaryZdQ0 and ratified by the Board of Directors onteely 22, 2000 to amend and restate
the provisions thereof relating to a change in @t CenturyTel, Inc..

NOW, THEREFORE, effective immediately, the Plahéseby amended as follow
Section 2.04 of the Plan, entitled "CHANGE IN CONJR', is hereby amended and restated in its entietgad as follows:

"2.04 'CHANGE IN CONTROL' shall mean the occurrenfany of the following, each of which shall cahge a "Change in Control":

(i) the acquisition by any person of beneficial @nghip of 30% or more of the outstanding sharege@tommon stock, $1.00 par value per
share (the "Common Stock™), of CenturyTel, Inc.gh@iryTel"), or 30% or more of the combined votpayver of CenturyTel's then
outstanding securities entitled to vote generallthe election of directors; provided, howevert foa purposes of this sub-item (i), the
following acquisitions shall not constitute a Charg Control: (a) any acquisition (other than aiBass Combination (as defined below)
which constitutes a Change of Control under e (jii) hereof) of Common Stock directly from @eryTel, (b) any acquisition of Comm
Stock by CenturyTel or its subsidiaries, (c) anguasition of Common Stock by any employee bendéihfor related trust) sponsored or
maintained by CenturyTel or any corporation cottcbby CenturyTel, or (d) any acquisition of Comn&tock by any corporation pursuant
to a Business Combination that does not constitu@dange of Control under sub-item (iii) hereof(iprindividuals who, as of January 1,
2000, constitute the Board of Directors of Centuly(the "Incumbent Board) cease for any reasomtstitute at least a majority of the Bo.
of Directors; provided, however, that any indivilbacoming a director subsequent to such date whlestion, or nomination for election by
CenturyTel's shareholders, was approved by a viaeleast two-thirds of the directors then comipgshe Incumbent Board shall be
considered a member of the Incumbent Board, usless individual's initial assumption of office ocswas a result of an actual or threatened
election contest with respect to the election aroeal of directors or other actual or threatenditisation of proxies or consents by or on
behalf of a person other than the incumbent Baarrd;

(iii) consummation of a reorganization, share exgfga merger or consolidation (including any suesaction involving any direct or indir
subsidiary of CenturyTel), or sale or other disposiof all or substantially all assets of Centue}Ta "Business Combination"); provided,
however, that in no such case shall any such teéinseconstitute a Change of Control if immediatiijowing such Business Combination:
(a) the individuals and entities who were the biersfowners of CenturyTel's outstanding Commorc&tand CenturyTel's voting securities
entitled to vote generally in the election of diges immediately prior to such Business Combinatiawe direct or indirect beneficial
ownership, respectively, of more than 50% of trenthutstanding shares of common stock, and more50% of the combined voting power
of the then outstanding voting securities entitedote generally in the election of directorstod surviving or successor corporation, or, if
applicable, the ultimate parent company thereda {fPost-Transaction Corporation"), and (b) excephée extent that such ownership existed
prior to the Business Combination, no person (ediolyithe Post-Transaction Corporation and any eyggdoenefit plan or related trust of
either CenturyTel, the Post-Transaction Corporatioany subsidiary of either corporation) benefigiawns, directly or indirectly, 20% or
more of the then outstanding shares of common sibttke corporation resulting from such BusinessnBimation or 20% or more of the
combined voting power of the then outstanding \@8acurities of such corporation, and (c) at laasijority of the members of the board of
directors of the Post-Transaction Corporation weesnbers of the Incumbent Board at the time of #ezetion of the initial agreement, or of
the action of the Board of Directors, providing fach Business Combination; or (iv) approval byshareholders of CenturyTel of a
complete liquidation or dissolution of CenturyTiear purposes of this Section 2.04, the term "pérsball mean a natural person or entity,
and shall also mean the group or syndicate creetet two or more persons act as a syndicate or gtbep (including, without limitation, a
partnership or limited partnership) for the purposacquiring, holding, or disposing of a securéycept that "person” shall not include an
underwriter temporarily holding a security pursu@n&n offering of the security."

IN WITNESS WHEREOF, CenturyTel, Inc. has executdd amendment in its corporate name as of the @8ytof February, 2002.
CENTURYTEL, INC.

By: /s/ R Stewart Ewi ng, Jr.

R Stewart Ewi ng, Jr.
Executive Vice President and
Chi ef Financial Oficer



Exhibit 10.3(g)

AMENDMENT TO THE
CENTURYTEL, INC.
OUTSIDE DIRECTORS RETIREMENT PLAN

WHEREAS, an amendment to the CenturyTel, Inc. @etfirectors Retirement Plan (the "Plan") was aglbjbly the Compensation
Committee of the Board of Directors on FebruaryZI00 and ratified by the Board of Directors onreely 22, 2000 to amend and restate
the provisions thereof relating to a change in g@mtf CenturyTel, Inc.

NOW, THEREFORE, effective immediately, the Plahéseby amended as follow
Section 5.11(e) of the Plan entitled "Change int@his hereby amended and restated in its eptieetead as follows:

(e) For purposes hereof, Change of Control shaiimtee occurrence of any of the following evenisthe acquisition by any person of
beneficial ownership of 30% or more of the outstagdhares of the common stock, $1.00 par valuslipare (the "Common Stock"), of
CenturyTel, Inc. ("CenturyTel"), or 30% or moretbé combined voting power of CenturyTel's then taunding securities entitled to vote
generally in the election of directors; providedwever, that for purposes of this sub-item (i), filowing acquisitions shall not constitute a
Change of Control: (a) any acquisition (other tagBusiness Combination (as defined below) whictstitiries a Change of Control under
sub-item (iii) hereof) of Common Stock directly fincCenturyTel, (b) any acquisition of Common StogkdenturyTel or its subsidiaries, (c)
any acquisition of Common Stock by any employeeelieplan (or related trust) sponsored or maintdibg CenturyTel or any corporation
controlled by CenturyTel, or (d) any acquisition@fmmon Stock by any corporation pursuant to agss Combination that does not
constitute a Change of Control under sub-item lfi@)eof; or

(i) individuals who, as of January 1, 2000, canté the Board of Directors of CenturyTel (the ‘intbent Board") cease for any reason to
constitute at least a majority of the Board of Biogs; provided, however, that any individual beawga director subsequent to such date
whose election, or nomination for election by Ceyifiel's shareholders, was approved by a vote lefaat two-thirds of the directors then
comprising the Incumbent Board shall be considaretember of the Incumbent Board, unless such iddalis initial assumption of office
occurs as a result of an actual or threatenediefecontest with respect to the election or remafalirectors or other actual or threatened
solicitation of proxies or consents by or on belb&l& person other than the incumbent Board; rg@insummation of a reorganization, share
exchange, merger or consolidation (including arshduansaction involving any direct or indirect sigiary of CenturyTel), or sale or other
disposition of all or substantially all assets @n@iryTel (a "Business Combination"); provided, keoer, that in no such case shall any such
transaction constitute a Change of Control if imiatady following such Business Combination: (a) théividuals and entities who were the
beneficial owners of CenturyTel's outstanding ComrBtock and CenturyTel's voting securities entittetiote generally in the election of
directors immediately prior to such Business Coratiam have direct or indirect beneficial ownershgspectively, of more than 50% of the
then outstanding shares of common stock, and rhare30% of the combined voting power of the thetstamding voting securities entitled
to vote generally in the election of directorstod surviving or successor corporation, or, if aggilie, the ultimate parent company thereof
(the "Post-Transaction Corporation™), and (b) ext¢ephe extent that such ownership existed podhe Business Combination, no person
(excluding the Post-Transaction Corporation andemployee benefit plan or related trust of eithenfQryTel, the Post-Transaction
Corporation or any subsidiary of either corporatibeneficially owns, directly or indirectly, 20% orore of the then outstanding shares of
common stock of the corporation resulting from sBcisiness Combination or 20% or more of the combiraing power of the then
outstanding voting securities of such corporatam (c) at least a majority of the members of tharth of directors of the Post-Transaction
Corporation were members of the Incumbent Boattetime of the execution of the initial agreememtof the action of the Board of
Directors, providing for such Business Combination(iv) approval by the shareholders of Centurydfed complete liquidation or
dissolution of CenturyTel. For purposes of thist®ec5.11(e), the term "person” shall mean a napgeson or entity, and shall also mean the
group or syndicate created when two or more peraohas a syndicate or other group (including, aitHimitation, a partnership or limited
partnership) for the purpose of acquiring, holdimgdisposing of a security, except that "persdrdlisnot include an underwriter temporarily
holding a security pursuant to an offering of theusity.

IN WITNESS WHEREOF, CenturyTel, Inc. has executdd amendment in its corporation name as of thi day of April, 2000.
CENTURYTEL, INC.

By: /sl R Stewart Ew ng, Jr.
R Stewart Ewi ng, Jr.
Executive Vice President and
Chi ef Financial Oficer



Exhibit 10.3(h)

AMENDMENT TO THE
CENTURYTEL, INC.
DEFERRED COMPENSATION PLAN FOR OUTSIDE DIRECTORS

WHEREAS, an amendment to the CenturyTel, Inc. DeteCompensation Plan for Outside Directors (tHar'B was adopted by the
Compensation Committee of the Board of Directorg§-ehruary 21, 2000 and ratified by the Board okbBliors on February 21, 2000 to
amend and restate the provisions therein relatirgahange in control of CenturyTel, Inc.

NOW, THEREFORE, effective immediately, the Plahéseby amended as follow
Section 2.1 of the Plan entitled "Change in Cofifiohereby amended and restated in its entiretgdd as follows:

(d) "CHANGE IN CONTROL" shall mean the occurrendeany of the following: (i) the acquisition by apgrson of beneficial ownership of
30% or more of the outstanding shares of the Cogipaommon stock, $1.00 par value per share (tlert@on Stock"), or 30% or more of
the combined voting power of the Company's thestantling securities entitled to vote generallyhia ¢lection of directors; provided,
however, that for purposes of this sub-item (i§ tbllowing acquisitions shall not constitute a 69a of Control: (a) any acquisition (other
than a Business Combination (as defined below) lwbanstitutes a Change of Control under sub-itéjrh@reof) of Common Stock directly
from the Company, (b) any acquisition of Commonc8tby the Company or its subsidiaries, (c) any &itjon of Common Stock by any
employee benefit plan (or related trust) sponsoredaintained by the Company or any corporatiortraiied by the Company, or (d) any
acquisition of Common Stock by any corporation parg to a Business Combination that does not datst Change of Control under sub-
item (iii) hereof; or (ii) individuals who, as o&duary 1, 2000, constitute the Board of Directdrthe Company (the "Incumbent Board")
cease for any reason to constitute at least a ityagdrthe Board of Directors; provided, howevérat any individual becoming a director
subsequent to such date whose election, or normé&dr election by the Company's shareholders,appsoved by a vote of at least two-
thirds of the directors then comprising the Incuntt®oard shall be considered a member of the InemmnBoard, unless such individual's
initial assumption of office occurs as a resulanfactual or threatened election contest with regpehe election or removal of directors or
other actual or threatened solicitation of proxiesonsents by or on behalf of a person other thanncumbent Board; or (iii) consummation
of a reorganization, share exchange, merger orotidasion (including any such transaction involviagy direct or indirect subsidiary of the
Company), or sale or other disposition of all dostantially all of the assets of the Company (asiBess Combination"); provided, however,
that in no such case shall any such transactiostitote a Change of Control if immediately follogisuch Business Combination: (a) the
individuals and entities who were the beneficiahevws of the Company's outstanding Common Stocklam@ompany's voting securities
entitled to vote generally in the election of diges immediately prior to such Business Combinatiawe direct or indirect beneficial
ownership, respectively, of more than 50% of trenthutstanding shares of common stock, and more50% of the combined voting power
of the then outstanding voting securities entitedote generally in the election of directorstod surviving or successor corporation, or, if
applicable, the ultimate parent company thereaf {(fost-Transaction Corporation”), and (b) excepghe extent that such ownership existed
prior to the Business Combination, no person (ediolyithe Post-Transaction Corporation and any eyggdenefit plan or related trust of
either the Company, the Post-Transaction Corparaticany subsidiary of either corporation) benefigiowns, directly or indirectly, 20% or
more of the then outstanding shares of common sibttke corporation resulting from such Businessn@imation or 20% or more of the
combined voting power of the then outstanding \@8acurities of such corporation, and (c) at laasijority of the members of the board of
directors of the Post-Transaction Corporation weesnbers of the Incumbent Board at the time of #ez@tion of the initial agreement, or of
the action of the Board of Directors, providing farch Business Combination; or (iv) approval byshareholders of the Company of a
complete liquidation or dissolution of the Compahkgr purposes of this Section 2.01(d), the termspe" shall mean a natural person or
entity, and shall also mean the group or syndicetated when two or more persons act as a synaicatider group (including, without
limitation, a partnership or limited partnership} the purpose of acquiring, holding, or disposifig security, except that "person” shall not
include an underwriter temporarily holding a segupursuant to an offering of the security.

IN WITNESS WHEREOF, CenturyTel, Inc. has executdd amendment in its corporation name as of thia d&y of April, 2000.
CENTURYTEL, INC.

By: /s/ R Stewart Ewi ng, Jr.
R Stewart Ewi ng, Jr.
Executive Vice President and
Chi ef Financial Oficer



EXHIBIT 21

CENTURYTEL, INC.
SUBSIDIARIES OF THE REGISTRANT
AS OF DECEMBER 31, 2001

Subsidiary

Actel, LLC

Celutel of Biloxi, Inc.

Delaware

Celutel, Inc.

Century Business Communications, LLC
Century Cellunet of Alexandria, Inc.
Century Cellunet of Michigan RSA #4, Inc.
Century Cellunet of Michigan RSAs, Inc.
Century Cellunet of Mississippi RSA #2, Inc.
Century Cellunet of Mississippi RSA #6, Inc.
Century Cellunet of Mississippi RSA #7, Inc.
Century Cellunet of North Arkansas, Inc.
Century Cellunet of Pine Bluff, LLC
Century Cellunet of Saginaw, Inc.
Century Cellunet of South Arkansas, Inc.
Century Cellunet of Southern Michigan, Inc.
Century Cellunet of Texarkana, Inc.
Century Color Graphics, LLC

Century Interactive Fax, Inc.

CenturyTel Arkansas Holdings, Inc.
CenturyTel Holdings, Inc.

CenturyTel Interactive Company, Inc.
CenturyTel Internet Services, LLC
CenturyTel Investments, LLC

CenturyTel Investments of Texas, Inc.
CenturyTel Long Distance, Inc.
CenturyTel Michigan Network, LLC
CenturyTel Midwest - Michigan, Inc.
CenturyTel of Adamsuville, Inc.
CenturyTel of Arkansas, Inc.

CenturyTel of Central Arkansas, LLC
CenturyTel of Central Indiana, Inc.
CenturyTel of Central Louisiana, LLC
Century Tel of Central Wisconsin, LLC
CenturyTel of Chatham, LLC

CenturyTel of Chester, Inc.

CenturyTel of Claiborne, Inc.

CenturyTel of Colorado, Inc.

CenturyTel of Cowiche, Inc.

CenturyTel of Eagle, Inc.

CenturyTel of East Louisiana, LLC
CenturyTel of Eastern Oregon, Inc.
CenturyTel of Evangeline, LLC
CenturyTel of Fairwater-Brandon-Alto, LLC
CenturyTel of Forestville, LLC
CenturyTel of Idaho, Inc.

CenturyTel of Inter Island, Inc.
CenturyTel of Lake Dallas, Inc.
CenturyTel of Larsen-Readfield, LLC
CenturyTel of Michigan, Inc.

CenturyTel of Minnesota, Inc.

CenturyTel of Monroe County, LLC
CenturyTel of Montana, Inc.

CenturyTel of Mountain Home, Inc.
CenturyTel of North Louisiana, LLC
CenturyTel of North Mississippi, Inc.
CenturyTel of Northern Michigan, Inc.
CenturyTel of Northern Wisconsin, LLC
CenturyTel of Northwest Arkansas, LLC
CenturyTel of Northwest Louisiana, Inc.
CenturyTel of Northwest Wisconsin, LLC
CenturyTel of Odon, Inc.

CenturyTel of Ohio, Inc.

CenturyTel of Ooltewah-Collegedale, Inc.
CenturyTel of Oregon, Inc.

CenturyTel of Port Aransas, Inc.
CenturyTel of Postville, Inc.

CenturyTel of Redfield, Inc.

CenturyTel of Ringgold, LLC

CenturyTel of San Marcos, Inc.

State of
incorporation

Delaware

Delaware
Louisiana
Louisiana
Louisiana
Louisiana
Mississippi
Mississippi
Mississippi
Louisiana
Arkansas
Louisiana
Louisiana
Delaware
Louisiana
Louisiana
Louisiana
Arkansas
Louisiana
Louisiana
Louisiana
Louisiana
Delaware
Louisiana
Louisiana
Michigan
Tennessee
Arkansas
Arkansas
Indiana
Louisiana
Delaware
Louisiana
lowa
Tennessee
Colorado
Washington
Colorado
Louisiana
Oregon
Louisiana
Delaware
Delaware
Delaware
Washington
Texas
Delaware
Michigan
Minnesota
Wisconsin
Oregon
Arkansas
Louisiana
Mississippi
Michigan
Delaware
Delaware
Louisiana
Delaware
Indiana
Ohio
Tennessee
Oregon
Texas
lowa
Arkansas
Louisiana
Texas



CenturyTel of South Arkansas, Inc. Arkansas

CenturyTel of Southeast Louisiana, LLC Louisiana
CenturyTel of Southern Wisconsin, LLC Louisiana
CenturyTel of Southwest Louisiana, LLC Louisiana
CenturyTel of the Gem State, Inc. Idaho
CenturyTel of the Midwest-Kendall, LLC Delaware
CenturyTel of the Midwest-Wisconsin, LLC Delaware
CenturyTel of the Northwest, Inc. Washington
CenturyTel of the Southwest, Inc. New Mexico
CenturyTel of Upper Michigan, Inc. Michigan
CenturyTel of Washington, Inc. Washington
CenturyTel of Wisconsin, LLC Louisiana
CenturyTel of Wyoming, Inc. Wyoming
CenturyTel Paging, Inc. Louisiana
CenturyTel Personal Access Network, Inc. Louisiana
CenturyTel Security Systems Holding Company, LLC Louisiana
CenturyTel Service Group, LLC Louisiana
CenturyTel Solutions, LLC Louisiana
CenturyTel Supply Group, Inc. Louisiana
CenturyTel Telecommunications, Inc. Texas
CenturyTel Telelink, Inc. Louisiana
CenturyTel Web Solutions, LLC Louisiana
CenturyTel Wireless Louisiana, Inc. Louisiana
CenturyTel Wireless of Appleton-Oshkosh-Neenah MSA, LLC Delaware
CenturyTel Wireless of La Crosse, LLC Delaware
CenturyTel Wireless of Mississippi RSA #5, LLC Mississippi
CenturyTel Wireless of North Louisiana, LLC Louisiana
CenturyTel Wireless of Shreveport, LLC Louisiana
CenturyTel Wireless of Wisconsin RSA #1, LLC Delaware
CenturyTel Wireless of Wisconsin RSA #10, LLC Delaware
CenturyTel Wireless of Wisconsin RSA #2, LLC Delaware
CenturyTel Wireless of Wisconsin RSA #3, LLC Delaware
CenturyTel Wireless of Wisconsin RSA #6, LLC Delaware
CenturyTel Wireless of Wisconsin RSA #8, LLC Delaware
CenturyTel Wireless, Inc. Louisiana
CenturyTel/Area Long Lines, Inc. Wisconsin
CenturyTel/Remote Access, Inc. Louisiana
CenturyTel/Tele-Max, Inc. Texas
CenturyTel/Teleview of Wisconsin, Inc. Wisconsin
CenturyTel/WORLDVOX, Inc. Oregon
Eau Claire Cellular, Inc. Colorado
Jackson Cellular Telephone Co., Inc. Delaware
MVI Corp. Oregon
North-West Cellular of Eau Claire, Inc. Wisconsin
Pacific Telecom Cellular of Michigan RSA #1, Inc. Michigan
Pacific Telecom Cellular of Michigan RSA #2, Inc. Michigan
Pacific Telecom Cellular of Michigan, Inc. Michigan
Pacific Telecom Cellular of Oregon, Inc. Oregon
Pacific Telecom Cellular of Washington, Inc. Washington
Pacific Telecom Cellular, Inc. Wisconsin
Pascagoula Cellular Services, Inc. Mississippi
Spectra Communications Group, LLC Delaware
Telecor Cellular, Inc. Louisiana
Telephone USA of Wisconsin, LLC Delaware

Certain of the Company's smaller subsidiaries lman intentionally omitted from this exhibit purstito rules and regulations of the
Securities and Exchange Commissi



EXHIBIT 23

Independent Auditors' Consent

The Board of Directors
CenturyTel, Inc.:

We consent to incorporation by reference in theiReggion Statements (No. 333-35432 and No. 333%218n Form S-3, the Registration
Statements (No. 33-46562, No. 33-60061, No. 333t67Blo. 333-91351, No. 333-37148, No. 333-60806,383-64992 and No. 333-
65004) on Form S-8, the Registration Statements 8881314 and No. 33-46473) on combined Form 8eBroorm S3, and the Registratic
Statements (No. 33-48956 and No. 333-17015) on F#hof CenturyTel, Inc. of our report dated Jagwgf, 2002, relating to the
consolidated balance sheets of CenturyTel, Inc.sabgidiaries as of December 31, 2001 and 2000thenictlated consolidated statements of
income, comprehensive income, stockholders' eqaitgl,cash flows and related financial statemeradidles for each of the years in the
three-year period ended December 31, 2001, whpbrreppears in the December 31, 2001 annual repdform 10-K of CenturyTel, Inc.

/sl KPMG LLP
KPMG LLP

Shreveport, Louisiana
March 15, 2002

End of Filing
pewerad 5y EDCAR
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