Table of Contents



Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

SCHEDULE 14A

Proxy Statement Pursuant to Section 14(a) of tloeir@ees
Exchange Act of 1934

Filed by the Registrarifl
Filed by a Party other than the Registriaht

Check the appropriate box:

O Preliminary Proxy Stateme

O Confidential, for Use of the Commission Only (as penitted by Rule 14& 6(e)(2))
M Definitive Proxy Statemer

O Definitive Additional Materials

O Soliciting Material Pursuant to §240.--12

CenturyTel, Inc.

(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if otiian the Registrant)
Payment of Filing Fee (Check the appropriate box):

M No fee required
O Fee computed on table below per Exchange Act Rifle-6(i)(1) and (-11.

(1) Title of each class of securities to which transexcapplies:

(2) Aggregate number of securities to which transacaioplies:

(3) Per unit price or other underlying valugrrainsaction computed pursuant to Exchange Act Bl (set forth the amount on which
filing fee is calculated and state how it was deiaed):

(4) Proposed maximum aggregate value of transac

(5) Total fee paid

O Fee paid previously with preliminary materie

O Check box if any part of the fee is offset as ptled by Exchange Act Rule 0-11(a)(2) and identifyfiling for which the offsetting fee was
paid previously. Identify the previous filing bygistration statement number, or the Form or Scleedntl the date of its filing

(1) Amount Previously Paic

(2) Form, Schedule or Registration Statement |




(3) Filing Party:

(4) Date Filed:




Table of Contents

|E| (CENTURYTEL LOGO)

2009 Notice of Annual Meeting

and Proxy Statement

and

Annual Financial Report

Thursday, May 7, 2009
2:00 p.m. local time

100 CenturyTel Drive
Monroe, Louisiana




Table of Contents

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROX Y MATERIALS
FOR THE ANNUAL MEETING OF SHAREHOLDERS TO BE HELD O N MAY 7, 2009

This proxy statement and related materials are
available at www.proxydocs.com/ctl
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|E| (CENTURYTEL LETTER HEAD)

March 30, 2009
Dear Shareholder:

It is a pleasure to invite you to our 2009 AahMeeting of Shareholders on Thursday, May 7jrbegg at 2:00 p.m. local time, at our
headquarters in Monroe, Louisiana. | hope you ¢gmd.

As in the past, this booklet includes our fakmotice of the meeting, our proxy statement amdamnual financial report.

Most of you have received with this booklgiraxy card that indicates the number of votes yoatwill be entitled to cast at the meeting
according to the records of CenturyTel or your leradr other nominee. Each CenturyTel share thatwwe “beneficially ownedtontinuoush
since May 30, 1987 generally entitles you to tetegpeach other share entitles you to one votaeShmeeld through a broker or other nominee
are presumed to have one vote per share. In lieecefving a proxy card, participants in our bengifins have been furnished with voting
instruction cards. The reverse side of this letescribes our voting provisions in greater detail.

Regardless of how many shares you own or vengthu plan to attend the meeting in person,iinjgortant that your shares be voted at the
meeting. At your earliest convenience, please bgtezlephone or the Internet, or by completing getdrning your proxy or voting instruction
card in the enclosed return envelope.

Thank you for your interest and continued supp

Sincerely,

|E| -S- GLEN F. POST, IlI

Glen F. Post, Il
Chairman of the Board and
Chief Executive Officer
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VOTING PROVISIONS

Shareholders

Record Shareholderdn general, shares registered in the name ofhatyral person or estate that are representedrbfjozdes dated as of
or prior to May 30, 1987 are presumed to have teas/per share and all other shares are presuniredéoone vote per share. However, the
Company'’s articles of incorporation (the relevartvisions of which are reproduced below) set feriist of circumstances in which the
foregoing presumptions may be refuted. If you heithat the voting information set forth on youoxyy card is incorrect or a presumption
made with respect to your shares should not apidpse send a letter to the Company briefly deisgyithe reasons for your belief. Marking
the proxy card or contacting us in any other manviktinot be sufficient notification that you belie the voting information thereon is
incorrect.

Beneficial ShareholdersAll shares held through a broker, bank or oth@nimee are presumed to have one vote per shareCdingany’s
articles of incorporation set forth a list of cimagtances in which this presumption may be refutethe person who has held since May 30,
1987 all of the attributes of beneficial ownershéferred to in Article 111(C)(2) reproduced belolfryou believe that some or all of your shares
are entitled to ten votes, you may follow one of fsvocedures. First, you may write a letter to@oenpany describing the reasons for your
belief. The letter should contain your name (unigms prefer to remain anonymous), the name of thidrsage firm, bank or other nominee
holding your shares, your account number with sumhinee and the number of shares you have benBfioi@ned continuously since May ¢
1987. Alternatively, you may ask your broker, banlother nominee to write a letter to the Compamyaour behalf stating your account
number and indicating the number of shares thathawme beneficially owned continuously since May B887. In either case, your letter shc
indicate how you wish to have your shares voted.

Other. The Company will consider all letters receivebpto the date of the Annual Meeting and, wheetann address is provided in the
letter, will advise the party furnishing such lettd its decision, although in many cases the Caompill not have time to inform an owner or
nominee of its decision prior to the time the share= voted. In limited circumstances, the Compaay require additional information before
making a determination. If you have any questidisuathe Company’s voting procedures, please lcalllompany at (318) 388-9500.

Participants in Benefit Plans

Participants in the CompasyDollars & Sense Plan or Union 401(k) Plan haeeiked voting instruction cards in lieu of a praard. Only
the trustees of these plans, in their capacityirested trustees, can vote the plan shares attinea@ Meeting. However, if you are a
participating current or former CenturyTel employgeu are designated as a “Named Fiduciary” fomgppurposes, which entitles you, on a
confidential basis, to instruct the trustees howdst the votes attributable to the shares allddatgour plan account, as well as a proportio
number of plan shares for which properly executstriictions are not timely received. By signing &simirning your voting instruction card,
you are accepting your designation under the para“Named Fiduciary,” and you therefore are requir@@xercise your voting rights
prudently and in the interest of all plan particitg If you elect not to vote the shares allocabegbur accounts, your shares will be voted in
accordance with voting instructions received bytthstees from those plan participants who do vote.

* k k%

Excerpts from the Company’s Articles of Incorporation
Paragraph C of Article Il of the Company’sieles of incorporation provides as follows:

(1) Each share of Common Stock . . . whichlieen beneficially owned continuously by the saersgn since May 30, 1987 will entitle
such person to ten votes with respect to such siraeach matter properly submitted to the sharehsldf the Corporation for their vote,
consent, waiver, release or other action . . .

(2) (a) For purposes of this paragraph C, a chanpeneficial ownership of a share of the Corporat stock will be deemed to have
occurred whenever a change occurs in any persgroap of persons who, directly or indirectly, thgbuany contract, arrangement,
understanding, relationship or otherwise has oresh@) voting power, which includes the power titey or to direct the voting of such shi
(i) investment power, which includes the powedict the sale or other disposition of such shéiigthe right to receive or retain the
proceeds of any sale or other disposition of stetnes or (iv) the right to receive distributions¢luding cash dividends, in respect to such
share.

(b) In the absence of proof to the contragvpted in accordance with the procedures refeiwed subparagraph (4) of this paragraph C,
a change in beneficial ownership will be deemellaee occurred whenever a share of stock is tramesf@f record into the name of any
other person.

(c) In the case of a share of Common Stoclkheld of record in the name of a corporation,egahpartnership, limited partnership, vot
trustee, bank, trust company, broker, nomineeesraig agency, or in any other name except a rgtaraon, if it has not been established
pursuant to the procedures referred to in subpapdigf4) that such share was beneficially ownedicoatsly since May 30, 1987 by the
person who possesses all of the attributes of @aledwnership referred to in clauses (i) throgh of subparagraph (2)(a) of this
paragraph C with respect to such share of CommackSt. . then such share of Common Stock . .l.c&ilry with it only one vote regardle
of when record ownership of such share was acquired

(d) In the case of a share of stock held cbré in the name of any person as trustee, ageatd@mn or custodian under the Uniform Gifts
to Minors Act, the Uniform Transfers to Minors Amt any comparable statute as in effect in any statdange in beneficial ownership will
be deemed to have occurred whenever there is gehanhe beneficiary of such trust, the principlssuch agent, the ward of such guardian
or the minor for whom such custodian is acti



(3) Notwithstanding anything in this paragrdpto the contrary, no change in beneficial ownigrglhill be deemed to have occurred solely
as a result of:

(a) any event that occurred prior to May 3881, including contracts providing for options,hig of first refusal and similar
arrangements, in existence on such date to whigthalder of shares of stock is a party;

(b) any transfer of any interest in sharestotk pursuant to a bequest or inheritance, byatiper of law upon the death of any individt
or by any other transfer without valuable consitiera including a gift that is made in good faithdanot for the purpose of circumventing
this paragraph C;

(c) any change in the beneficiary of any trostany distribution of a share of stock from trimy reason of the birth, death, marriage or
divorce of any natural person, the adoption of aatyiral person prior to age 18 or the passagegdfem period of time or the attainment by
any natural person of a specified age, or the ioreat termination of any guardianship or custodiarangement; or

(d) any appointment of a successor trustesntaguardian or custodian with respect to a sbhastock.

(4) For purposes of this paragraph C, all mheiteations concerning changes in beneficial owniprgr the absence of any such change, will
be made by the Corporation. Written proceduresgdesi to facilitate such determinations will be bished by the Corporation and refined
from time to time. Such procedures will provide,amg other things, the manner of proof of facts thidltbe accepted and the frequency with
which such proof may be required to be renewed.dtmporation and any transfer agent will be erdite rely on all information concerning
beneficial ownership of a share of stock cominghtar attention from any source and in any manaasonably deemed by them to be reliable,
but neither the Corporation nor any transfer agélhbe charged with any other knowledge concerrtimg beneficial ownership of a share of
stock.

* k% k%

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

* k k%
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TIME AND DATE

PLACE

ITEMS OF BUSINESS

RECORD DATE

ANNUAL REPORT

PROXY VOTING

March 30, 2009

CenturyTel, Inc.
100 CenturyTel Drive
Monroe, Louisiana 71203
(318) 388-9500

Notice of Annual Meeting of Shareholders

2:00 p.m. local time on Thursday, May 7, 2(

Corporate Conference Roc
CenturyTel Headquarte
100 CenturyTel Drive
Monroe, Louisian:

(1) To elect as Class lll directors the four nomnesm@amed in the
attached proxy stateme

(2) To ratify the appointment of KPMG LLP as oudé@pendent
auditor for 200¢

(3) To act upon three separate shareholder prapdgaioperly
presented at the annual meet

(4) To transact such other business as may propene before
the annual meeting and any adjournm

You can vote if you are a shareholder of recordanch 25, 2009
Our 2008 annual report is in two pal

(1) our 2008 Financial Report, which is containe Appendix Ato
this proxy statemer

(2) our 2008 Review and Chairn’s Message, furnished a:
separate bookle

Neither of these documents is a part of our praficising
materials.

Shareholders are invited to attend the annual mgétiperson.
Even if you expect to attend, it is important thati vote by
telephone or the Internet, or by completing andrreéng your
enclosed proxy cart

Stacey W. Goff
Secretary
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CenturyTel, Inc.
100 CenturyTel Drive
Monroe, Louisiana 71203
(318) 388-9500

PROXY STATEMENT
March 30, 2009

GENERAL INFORMATION

Background

Our Board of Directors is soliciting proxiew use at the CenturyTel, Inc. Annual Meeting oc&&holders to be held at the time and place
described in the accompanying notice, and at ajguatiments thereof. On or about April 3, 2009, vegdn mailing this proxy statement to «
shareholders of record as of March 25, 2009.

On October 26, 2008, we entered into an Agesgrand Plan of Merger among Embarqg Corporatiomngsone of our subsidiaries (which
we refer to in this proxy statement as the “Mergreement”), and on January 27, 2009 our sharehokgproved certain transactions relating
thereto. As described in greater detail under gaing “— Embarg Merger,” our management and aefeavisions of our bylaws and other
governance documents will be impacted by the tretises contemplated by the Merger Agreement.

Voting and Solicitation of Proxies

If your shares are held in your name, you ng by telephone or the Internet, or by completsigning, dating and returning the enclosed
proxy card in the envelope provided. Voting by afiyhese methods will not affect your right to attehe meeting and vote.

If you are a participant in our Automatic Ddend Reinvestment and Stock Purchase Service dtraptoyee Stock Purchase Plans, our
enclosed proxy card covers shares credited togoeount under each plan, as well as any sharedlgiregistered in your name. You should
not, however, use the proxy card to vote any shaeksfor you in our Dollars & Sense Plan (which ngéer to below as our qualified 401(k)
plan) or Union 401(k) Plan. Instead, participantshiese plans will receive from the plan trustegmasate voting instruction cards covering
these shares. Plan participants should completeednih these voting instruction cards in the mammevided by such cards and the
instructions appearing on the reverse side of tiaérman’s letter above.

As of March 25, 2009, the record date for dateing shareholders entitled to notice of anddtevat the Annual Meeting, we had
outstanding 100,539,406 shares of common stock and
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9,434 shares of Series L preferred stock that togtether with the common stock as a single clasallanatters. In this proxy statement, we
refer to these shares as our “Common Shares” ardeiifed Shares,” respectively, and as our “Vofiingres,” collectively. Our Amended and
Restated Articles of Incorporation (which we retf@in this proxy statement as our “Articlegi@nerally provide that holders of Common Sh
that have been beneficially owned continuouslyesiiiay 30, 1987 are entitled to cast ten votes Iparres subject to compliance with certain
procedures. In this proxy statement, we sometireis to these holders as our “Long-Term Sharehsltérticle Ill of our Articles and the
voting procedures that we have adopted thereuradgain several provisions governing the voting poafeCommon Shares, including a
presumption that each Common Share held by nomirdeg any holder other than a natural person @mtegntitles such holder to one vote,
unless the holder furnishes us with proof to thetiary. Applying the presumptions described in életilll and information known to us, our
records indicate that 138,896,221 votes are edtiidoe cast at the Annual Meeting, of which 138,887 (99.99%) are attributable to the
Common Shares. Unless otherwise indicated, we taleellated all percentages of voting power in giisxy statement based on this numbe
votes. For information on a pending proposal tmelate the enhanced voting rights of our Long-T&tmareholders after the Annual Meeting,
see “— Embarq Merger.”

We will pay all expenses of soliciting proxies the Annual Meeting. Proxies may be solicitedlgopnally, by mail, by telephone or by
facsimile by our directors, officers and employeeiso will not be additionally compensated thereftie will also request persons holding
Voting Shares in their names for others, such akdss, banks and other nominees, to forward proagerals to their principals and request
authority for the execution of proxies, and we wélimburse them for their expenses incurred in eotian therewith. We have retained
Innisfree M&A Incorporated, New York, New York, &ssist in the solicitation of proxies, for which wél pay Innisfree fees anticipated to be
$12,000 and will reimburse Innisfree for certairitefout-of-pocket expenses.

Embarq Merger

On January 27, 2009, our shareholders apprpraabsals to:

. issue Common Shares in connection with the mergleict we refer to in this proxy statement as“Embarqg Merge”) of one of oul
subsidiaries with Embarq Corporation, pursuanh&terms of the Merger Agreeme

. amend our Articles to eliminate the rights of ong-Term Shareholders to cast ten votes per Camfdinare and to provide instead
that all holders of Common Shares will be entitie@ne vote per share; a

. amend our Articles to increase the authorized nurab€ommon Share:

Completion of the Embarg Merger is subjedhireceipt of federal and state regulatory appsoaad other customary closing conditions.
Subject to these conditions, we currently expecoimplete the Embarg Merger after the Annual Meghiat before the end of the second
quarter of 2009. The two above-listed proposamend our Articles will be implemented only upomsemmation of the Embarqg Merger.
Therefore, we do not expect the
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proposal to eliminate the enhanced voting rightswfLong-Term Shareholders to apply until after Annual Meeting.

Following the Embarq Merger, our Board of Riars will be expanded to consist of 15 directeight of whom will be designated by us
seven of whom will be designated by Embarg CorpamatJpon the completion of the Embarq Merger, Baard is expected to include
Virginia Boulet, W. Bruce Hanks, Gregory J. McCr&G. Melville, Jr., Fred R. Nichols, Harvey P. BeGlen F. Post, lll, and Joseph R.
Zimmel, who are currently directors of CenturyTatd Peter C. Brown, Steven A. Davis, Richard A. ltaegt, Thomas A. Gerke, William A.
Owens, Stephanie M. Shern and Laurie A. Siegel, areacurrently directors of Embarq Corporation.atcommodate these changes, the
following CenturyTel directors have agreed to rasigpon completion of the Embarq Merger: WilliamBgles, Jr., Calvin Czeschin, James B.
Gardner and Jim D. Reppond.

As of the effective time of the Embarq Mergége 15 directors will be allocated into three skssof five directors each. At such time,
CenturyTel-designated directors will constitute ajanity of the members of each of the committeethefBoard of Directors, with directors
designed by Embarq Corporation constituting ong fean the number of CenturyTel-designated dirsatareach Board committee. Embarq
Corporation will designate the initial chairpersafrthe Compensation Committee, and we will desigla¢ initial chairpersons of the
remaining committees, including the Nominating &uporate Governance Committee.

Following the Embarq Merger, Glen F. Post, dlirrently Chairman of the Board and Chief Exaai®fficer of CenturyTel, will continue
serve as Chief Executive Officer and will also sea$ President. Admiral William A. Owens, curreritig non-executive Chairman of the
board of Embarq Corporation, will serve as CentefisTnon-executive Chairman of the Board. Thoma&Arke, currently the President and
Chief Executive Officer of Embarg Corporation, varve as executive Vice Chairman of the BoardvélaP. Perry, currently non-executive
Vice Chairman of the Board of CenturyTel, will ciomie to serve as nomxecutive Vice Chairman of the Board. R. StewartrigwJr., current!
Chief Financial Officer of CenturyTel, Karen A. Rett, currently Chief Operating Officer of CentusiTand Stacey W. Goff, currently
General Counsel of CenturyTel, will continue toveein those positions. Dennis G. Huber, currentiye€Technology Officer of Embarq
Corporation, will serve as the executive respoersibt Network and Information Technology. William Eheek, currently President, Wholes
Markets, of Embarg Corporation, will serve as tkeoaitive responsible for Wholesale Operations.

In connection with completing the Embarg Mergee intend to:

. amend our corporate governance guidelines to, arotirgg things, define the scope of duties of tlael leutside director and any r-
executive chairmar

. amend our bylaws to, among other things, effeahges necessitated by the Merger Agreement, iimgjiednew bylaw providing that
for a period of one year following the Embarg MergeWilliam A. Owens ceases to be chairman odleatside director, his
successor will be chosen from among the seventdiredesignated by Embarq Corporati

3




Table of Contents

. amend the charter of the Nominating and CorporateeGiance Committee of the Board to grant such citteradditiona
responsibilities for executive successi

Additional information about Embarqg Corporati&and its management is included in documentsitthas filed with the Securities and
Exchange Commission (which we sometimes refer thijproxy statement as the “SEC”). You may obthase documents from the SEC’s
website at www.sec.gawr Embarg Corporation’s website at www.EMBARQ.coBEmbarq Corporation’s documents are not a patiede
proxy soliciting materials.

ELECTION OF DIRECTORS
(Item 1 on Proxy or Voting Instruction Card)

Currently, the Board of Directors is fixedl& members, which are divided under our Articlée three classes. Members of the respective
classes hold office for staggered terms of thregsjavith one class elected at each annual shaeisbimeeting. The shareholders will elect
four Class Il directors at the Annual Meeting. idgtupon the recommendation of its Nominating awodpGrate Governance Committee, the
Board of Directors has nominated the four individusted below to serve as Class Ill directorsldga authority is withheld, all votes
attributable to the shares represented by eachedlguted and delivered proxy will be cast foreheetion of each of these below-named
nominees. Under our bylaw nominating proceduressg¢mominees are the only individuals who may éetedl at the Annual Meeting. For
additional information on our nomination proces® 8Corporate GovernaneeDirector Nomination Process.” If for any reason aogh
nominee should decline or become unable to stanelécotion as a director, which we do not antiapabtes will be cast instead for another
candidate designated by the Board, without resmigiproxies.

The following provides certain information tvitespect to each nominee, each other directorevgom will continue after the Annual
Meeting, and each of our executive officers nanmetthé compensation tables appearing elsewherenhéfeless otherwise indicated, each
person has been engaged in the principal occupsitiown for more than the past five years. As disedsn greater detail elsewhere herein,
upon completion of the Embarqg Merger, (i) fourlod t12 directors named below have agreed to re@igeeven additional directors designa
by Embarqg Corporation will be included in our neB+hember Board and (iii) the 15 directors will Beeated among the three classes shown
below. For information on the composition of thealBb of Directors following the Embarg Merger, s&eteral Informatior- Embarq
Merger.”
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Class Il Directors (for terms expiring in 2012, sibject to re-allocation in connection with the Embag Merger):

(PHOTO OF FRED R. NICHOLS)

(PHOTO OF HARVEY P. PERRY)

(PHOTO OF JIM D. REPPONL

(PHOTO OF JOSEPH R. ZIMMEL)

Fred R. Nichols, age 62; a director since 2003; retired in 20@€raferving as an executive
officer of Cox Communications, Inc. or TCA Cable ;Tic. for several years prior to his
retirement.

Committee Membershi|: Audit; Compensatio

Harvey P. Perry , age 64; a director since 1990; non-executive @hairman of the Board of
Directors of CenturyTel since January 1, 2004redtirom CenturyTel on December 31, 2003
after serving as Executive Vice President and Chifrhinistrative Officer for almost five years,
as Secretary for 18 years and as General Couns20fgears

Committee Membershi| Executive

Jim D. Reppond , age 67; a director since 1986; retired from CefTiel in 1996 after serving ¢
Presidenffelephone Group (or a comparable predecessor gusftr several years; has agree
resign as a director upon completion of the Emibéegger.

Committee Membership Executive; Nominating and Corporate Governe

Joseph R. Zimmel , age 55; a director since 2003; provides busiaaddinancial advisory
services; retired in 2002 after serving as a mampdirector of the investment banking divisior
The Goldman Sachs Group, Inc. from 1996 to 20@irextor of FactSet Research Systems

Committee Membershi| Audit

The Board unanimously recommends a vote FOR each of these nominees.
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Class | Directors (term currently expires in 2010):

(PHOTO OF WILLIAM R. BOLES, JR.) William R. Boles, Jr ., age 52; a director since 1992; an attorney with Boles Law Firm, of
which Mr. Boles is owner and director; has agreeresign as a director of CenturyTel upon
completion of the Embarq Merge

Committee Membershi; Risk Evaluatior

(PHOTO OF W. BRUCE HANKS) W. Bruce Hanks, age 54; a director since 1992; a consultant ®ittham, Bordelon and Co.,
Inc., an investment management and financial pfapoompany, since December 1, 2005;
Athletic Director of the University of Louisiana Etonroe from March 2001 to June 2004; a
senior or executive officer of CenturyTel with opgtonal or strategic development
responsibilities for several years prior to suahetj an advisory director of IberiaBank
Corporation

Committee Membership Risk Evaluation (Chairman); Auc

(PHOTO OF C. G. MELVILLE, JR C. G. Melville, Jr., age 68; a director since 1968; private investores1992; retired executi
officer of an equipment distributc

Committee Membership Compensation (Chairman); Nominating and Corgo@avernanc

(PHOTO OF GLEN F. POST, Il Glen F. Post, |11 , age 56; a director since 1985; Chairman of tharBof CenturyTel sinc
June 2002 and Chief Executive Officer of CenturySiete 1993

Committee Membersh: Executive (Chairmar

6
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Class Il Directors (term currently expires in 2011)

(PHOTO OF VIRGINIA BOULET)

(PHOTO OF CALVIN CZESCHIN)

(PHOTO OF JAMES B. GARDNER)

(PHOTO OF GREGORY J. McCRAY)

Virginia Boulet , age 55; a director since 1995; Special Counsgtlams and Reese LLP, a law
firm; a director of W&T Offshore, Inc

Committee Membershij Nominating and Corporate Governance (Chairpér

Calvin Czeschin , age 73; a director since 1975; President andf &xiecutive Officer of Yelcot
Telephone Company and Ultimate Auto Group; haseabte resign as a director upon comple
of the Embarq Merge

Committee Membership Executive; Risk Evaluatio

James B. Gardner , age 74; a director since 1981; Chairman of Corom8treet Capital, LLC, a
financial services firm spun off from Samco Caphltdrkets, Inc., since October 1, 2007; Senior
Managing Director of Samco Capital Markets, InonirMay 17, 2006 to September 30, 2007;
Managing Director or Senior Managing Director af ttapital markets division of Samco for
12 years prior to 2006; has agreed to resign &®atdr upon completion of the Embarg Merg
Committee Membership Audit (Chairman); Executive; Compensat

Gregory J. McCray , age 46; a director since 2005; Chief Executivic®f of Antenova Limited,
a British company which develops and markets waelgmponents, since January 2(

Committee Membershi| Risk Evaluatior

7
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Executive Officers Who Are Not Directors:

Listed below is current information on eacloaf executive officers who are not directors. fewther information on the duties and
responsibilities of these executive officers after Embarq Merger, see “General Information — Emibderger.”

(PHOTO OF KAREN A. PUCKETT Karen A. Puckett , age 48; President and Chief Operating Offi

(PHOTO OF R. STEWART EWING, JF  R. Stewart Ewing, Jr., age 57; Executive Vice President and Chief Firer@fficer.
(PHOTO OF DAVID D. COLE] David D. Cole, age 51; Senior Vice Preside- Operations Suppor

(PHOTO OF STACEY W. GOFF Stacey W. Goff , age 43; Senior Vice President, General CounskESatretary

(PHOTO OF MICHAEL E. MASLOWSKI Michael E. Maslowski, age 61; Senior Vice President and Chief Informa@dficer.

8
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CORPORATE GOVERNANCE

Governance Guidelines

Listed below are excerpts from our corporateegnance guidelines, which the Board reviewsadtlannually. As discussed further under
“General Information — Embarqg Merger,” we intendéwise our guidelines upon completing the Embasgddr. For information on how you
can obtain a complete copy of our guidelines, seeAtcess to Information” below.

1. Director Qualifications

The Board of Directors will have a majority of inmndent directors. The Nominating and CorporateeBmnce Committee
responsible for reviewing with the Board, on anuaiibasis, the requisite skills and characterigifasew Board members as well as
the composition of the Board as a whole. This asseat will include members’ independence qualiftre, as well as consideration
of diversity, age, character, judgment, skills argerience in the context of the needs of the Bdarsl the general sense of the Board
that no more than two management directors shaulceson the Boarc

The Board expects directors who change the jabsponsibility they held when they were electeth®oBoard to volunteer to resign
from the Board. It is not the sense of the Boaed th every such instance the director should resrég leave the Board. There shol
however, be an opportunity for the Board, throughominating and Corporate Governance Committeesview the continued
appropriateness of Board membership under therostances

No director may serve on more than two other uliatid public company boards, unless this prolohiis waived by the Board. M
director may be appointed or nominated to a nem {€he or she would be age 75 or older at the tifnne election or appointmel

The Nominating and Corporate Governance Commiti#eeview each direct¢s continuation on the Board at least once evesel
years.

Directors will be deemed to be “independent’)iftiie Board affirmatively confirms that neitheettirector nor any organization with
which the director is affiliated receives any paytsefrom the Company other than Permissible Dimsc@ompensation (as defined
below) and (ii) none of the disqualifying eventsconditions specified in Rule 303A(2)(b) of the NEY &isted Company Manual apply
to the director. For purposes hereof, “Permisdilitectors Compensation” means (i) director and cditee fees, (ii) reimbursement
for an annual physical, continuing education, ttarel other out-of-pocket expenses in accordanttetive Company’s applicable
policies and (iii) a pension or other form of deégl compensation for prior service, provided summgensation is not contingent in
any way on continued service. The Board may makerahnations or interpretations under this paralgrgpovided that they are
consistent with the foregoing standat
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Once the Board has determined that a directodisgandent, the director may not engage in anyarios with the Company, eith
directly or indirectly through an immediate famityember or related entity, without such transactieimg approved by the Boal

2. Director Responsibilitie

The Chairman will establish the agenda for eachrB meeting. Each Board member is free to sudghesnclusion of items on the
agenda. Each Board member is free to raise at aaydBneeting subjects that are not on the agendhdbmeeting. The Board will
review the Company’s long-term strategic plans @edprincipal issues that the Company will facéhia future during at least one
Board meeting each ye:

The non-management directors will meet in exeeutession at least quarterly. The director wheiges at these meetings will be an
independent director chosen annually by the nonagement directors, and his or her name will belaksd in the annual proxy
statement

3. Board Committee

The Board will have at all times an Audit CommittaeCompensation Committee and a Nominating ang&@ate Governanc
Committee. All of the members of these committedsh& independent directors, as defined in Secti@bove

The Chair of each committee, in consultation wiith committee members, will determine the freqyeard length of the committee
meetings consistent with any requirements set farthe committee’s charter. The Chair of each cdttes, in consultation with
members of the committee and others specifiedércdmmitte’s charter, will develop the commit’s agends

The Board and each committee have the powereédmdependent legal, financial or other advisarthey may deem necessary,
without consulting or obtaining the approval of afficer of the Company in advanc

Each committee may meet in executive session ans af it deems appropria

4. Director Access to Officers and Employs

Directors have full and free access to officers amgloyees of the Compar

The Board welcomes regular attendance at each Boeeting of senior officers of the Compa

5. Director Compensatio

The form and amount of director compensation beélldetermined by the Nominating and Corporate Gmree Committee on the
terms and condition
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(and subject to the exceptions) set forth in itartdr, and such Committee will review director cemgation annually
6. Director Orientation and Continuing Educat

. The Nominating and Corporate Governance Committa# siaintain an Orientation Program for new dioest All new directors mu
participate in the Company’s Orientation Prograrhiclr should be conducted as soon as practicaldersdiv directors are elected or
appointed

. The Company will also maintain a Continuing EdumatProgram for directors, pursuant to which it witldeavor to periodicall
update directors on industry, technological andilegry developments, and to provide adequate ressuo support directors in
understanding the Comp¢'s business and matters to be acted upon at bodrcoammittee meeting:

7. CEO Evaluation and Management Succes

. The Nominating and Corporate Governance Commiti#e@anduct an annual review of the C’s performance. The Nominating a
Corporate Governance Committee will provide a repbits findings to the Board of Directors (witp@ropriate recusals of the CEO
and other management directors, as necessaryabdeetine Board to ensure that the CEO is provittiegoest leadership for the
Company in the lor- and shorterm.

. The Nominating and Corporate Governance Commsiteelld report periodically to the Board on sucimesplanning. The entire
Board will consult periodically with the Nominatirggmd Corporate Governance Committee regarding pateuniccessors to the CEO.
The CEO should at all times make available hisesrracommendations and evaluations of potentialessors, along with a review of
any development plans recommended for such indak&d

8. Annual Evaluatior

. The Board of Directors will conduct an annual -evaluation to determine whether it and its comragtare functioning effectivel
The Nominating and Corporate Governance Commiti#teegeive comments from all directors and remorhually to the Board with
an assessment of the Board’s performance, whidtbeitliscussed with the full Board. The assessmwéhfocus on the Board'’s
contribution to the Company and specifically foomsareas in which the Board or management belithatghe Board could improv

9. Standards of Business Conduct and Et

. All of the Compan’s directors, officers and employees are requireabtde by the Compa’s lon¢-standing Corporate Complian
Program, which includes standards of business airahd ethics. The Company’s program and relatedgatures cover all areas of
professional conduct, including employment pol
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conflicts of interests, protection of confidentiialormation, as well as strict adherence to alldamd regulations applicable to 1
conduct of the Compa’s business

. Any waiver of the Company’s policies, principlasguidelines relating to business conduct or stfoc executive officers or directors
may be made only by the Audit Committee and wilpbemptly disclosed as required by applicable lawtock exchange regulatior

Independence

Based on the information made available tth#,Board of Directors has affirmatively deternrikat Virginia Boulet, James B. Gardner,
W. Bruce Hanks, C. G. Melville, Jr., Gregory J. Ma¢, Fred R. Nichols, Harvey P. Perry, Jim D. Reppand Joseph R. Zimmel qualify as
independent directors under the standards refésradove under “- Governance Guidelines.” In makhegse determinations, the Board, with
assistance from counsel, evaluated responsesuestionnaire completed by each director regarddtegionships and possible conflicts of
interest. In its review of director independenbe, Board considered all known commercial, consgytiagal, accounting, charitable, and
familial relationships any director may have witri@uryTel or its management.

Committees of the Board
During 2008, the Board of Directors held foegular meetings, 16 special meetings, and a ttiagestrategic planning session.

During 2008, the Board’s Audit Committee hséVen meetings. The Audit Committee is currentipposed of four independent directors,
all of whom the Board has determined to be auditrodtee financial experts, as defined under therf@idsecurities laws. The Audit
Committee’s functions are described further belodear “Audit Committee Report.”

The Board’s Compensation Committee met onead2008. The Compensation Committee is compo$éaree directors, all of whom
qualify as “non-employee directors” under Rule Bpromulgated under the Securities Exchange A&B8# and as “outside directors” under
Section 162(m) of the Internal Revenue Code. The@msation Committee is described further beloneuti@ompensation Discussion and
Analysis.”

The Board’s Nominating and Corporate Goverpabommittee (which we refer to below as the “NortimpCommittee”) met five times
during 2008. The Nominating Committee is respomrsibl, among other things, (i) recommending toBlard nominees to serve as directors
and officers, (ii) monitoring the composition andesof the Board and its committees, (iii) periadig reassessing our corporate governance
guidelines described above, (iv) leading the Baaiits annual review of the Board’s performancg,réwviewing annually the Chief Executive
Officer's performance and reporting to the Board on sumregsanning for senior executive officers and @¥erseeing the cash compensa
of our non-employee directors. For information be tirector nomination process, seeDirector Nomination Process” below.
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Each of the committees listed above is comgphaséely of independent directors under the stadslegferred to above under“Governanc
Guidelines.”

The Board also maintains a Risk Evaluation éittee, which met three times during 2008.

If you would like additional information oneéhresponsibilities of the committees listed abglease refer to the committeag'spectiv
charters, which can be obtained in the manner iestbelow under “— Access to Information.”

We expect all of our directors to attend cumual shareholders meetings. Each director attetide®008 annual shareholders meeting.

Director Nomination Process

Nominations for the election of directors afir cannual shareholder meetings may be made by therdB(upon the receipt
recommendations of the Nominating Committee) oralpy shareholder of record who complies with ourat#d. Under our bylaws, a
shareholder of record interested in making a notiwnayenerally must deliver written notice to Cewflel's secretary not more than 180 ¢
and not less than 90 days in advance of the firsivarsary of the preceding yeam@nnual shareholders meeting. For the Annual Mgéetiis
year, the Board has nominated the four nomine&=dlisbove unde‘Election of Directors”to stand for election as Class Ill directors, ao
shareholders submitted any nominations. For furthiarmation on deadlines for submitting nominatidior our 2009 annual shareholc
meeting, see “Other Matters - Shareholder Nominatend Proposals.”

The written notice required to be sent by any natiivyg shareholder must include (i) the name, agsiniess address and residential adi
of the nominating shareholder and any other peasting in concert with such shareholder, (ii) arespntation that the nominating sharehc
is a record holder of Voting Shares, and intendsyéie his homination in person, (iii) a descriptafnall agreements among the nomina
shareholder, any person acting in concert with hémch proposed nominee and any other person parswamhich the nomination
nominations are to be made and (iv) various bidgig information about each proposed nomineeutiol principal occupation, holdings
Voting Shares and other information required todiselosed in our proxy statement. The notice misbd &e accompanied by the writ
consent of each proposed nominee to serve as atalird elected, and an affidavit certifying thahoh proposed nominee meets
qualifications for service specified in the bylaasd summarized below. We may require a proposedmneato furnish other reasona
information or certifications. Shareholders intéeesin bringing before a shareholders meeting aayten other than a director nominal
should consult our bylaws for additional procedugeserning such requests. We may disregard any madion or submission of any ot
matter that fails to comply with these bylaw prosess.

The Nominating Committee will consider candétanominated by shareholders in accordance wittbglaws. Upon receipt of any st
nominations, the Committee will review the subnassfor compliance with our bylaws, including detéring if the proposed nominee me
the bylaw qualifications for service as a direcibinese provisions disqualify any person who falsdspond satisfactorily to any inquiry
information to enable us to make
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certifications required by the Federal Communigai€ommission under the Anti-Drug Abuse Act of 1988who has been arrested or
convicted of certain specified drug offenses oragyggl in actions that could lead to such an arresbrviction.

In the past, the Nominating Committee has ictmed director candidates suggested by Commiterahers, other directors, senior
management and shareholders. In the recent pastidiminating Committee has retained, on an as-meleasis and at our expense, national
search firms to help identify potential directondalates. Each of our three newest directors wetially identified or screened by national
search firms retained by the Nominating Commit#®éh respect to this yea’annual meeting, all of the nominees are incumtdieattors witt
several years of prior service. The Nominating Catte® may retain search firms from time to timeha future to help identify potential
director candidates.

Under our corporate governance guidelinesNiiainating Committee assesses director candidiet®sd on their independence, diversity,
age, character, skills and experience in the comtethe needs of the Board. Although the guideipermit the Nominating Committee to ac
additional selection guidelines or criteria, it lkd®sen not to do so. Instead, the Nominating Cdtaeenperiodically assesses skills and
characteristics then required by the Board basdtsanembership and needs at the time of the assedsin evaluating the needs of the Bo
the Nominating Committee considers the qualificatsd incumbent directors and consults with othembers of the Board and senior
management. In addition, the Nominating Commiteeks candidates committed to representing theeisttepf all shareholders and not any
particular constituency. The Nominating Committedidves this flexible approach enables it to resionchanges caused by director
retirements and industry developments.

Although we do not have a history of receivitigector nominations from shareholders, the NotiiigeCommittee envisions that it would
evaluate any such candidate on the same termé&i@spbposed nominees, but would place a substanémium on retaining incumbent
directors who are familiar with our management,rapens, business, industry, strategies and cotneeposition, and who have previously
demonstrated a proven ability to provide valualolietébutions to the Board and CenturyTel.

Presiding Director

As indicated above, the non-management directeet in executive session at least quarterlg.fidn-management directors have selected
Fred R. Nichols to preside over such meetings.uagned further on our website, you may contact Nichols by writing a letter to the
Presiding Director, c/o Post Office Box 5061, Mogsrbouisiana 71211. As discussed further under &&arinformation — Embarq Merger,”
Admiral William A. Owens will serve as our Chairmand lead outside director upon completion of theb&rg Merger.

Access to Information

The following documents are filed as exhib@®ur Annual Report on Form 10-K for the year ehBecember 31, 2008, and are posted on
our website atvww.centurytel.com

. Corporate governance guidelir

. Charters of our Board committe
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. Corporate compliance program (which includes oulecof ethics

We will furnish printed copies of these materigt®n the request of any shareholder.

RATIFICATION OF THE SELECTION OF THE INDEPENDENT AU DITOR
(Item 2 on Proxy or Voting Instruction Card)

The Audit Committee of the Board has appoil€®MG LLP as our independent auditor for the fisgedr ending December 31, 2009, and
we are submitting that appointment to our sharedslfbr ratification at the Annual Meeting. Althdughareholder ratification of KPMG'’s
appointment is not legally required, we are subingitthis matter to the shareholders, as in the, past matter of good corporate practice.

If the shareholders fail to vote on an adwdmasis in favor of the appointment, the Audit Coittee will reconsider whether to retain KP?!
LLP, and may appoint that firm or another withoetsubmitting the matter to the shareholders. Ethreishareholders ratify the appointment,
the Audit Committee may, in its discretion, seledifferent independent auditor at any time duthmyyear if it determines that such a change
would be in CenturyTel's best interests. In conioectvith selecting the independent auditor, the ifBGdmmittee reviews the auditor’s
qualifications, control procedures, cost, propostadfing, prior performance and other relevantdext

In connection with the audit of the 2009 fingh statements, we entered into an engagemeat leith KPMG LLP which sets forth the
terms by which KPMG will provide audit servicesus. That agreement is subject to alternative déspegolution procedures and excludes
punitive damage claims.

The following table lists the aggregate feed eosts billed to us by KPMG and its affiliates floee 2007 and 2008 services identified below:

Amount Billed

2007 2008
Audit Fees®) $2,877,00! $2,793,00!
Audit-Related Fee( 152,00( 101,00(
Tax Fee®) 397,00( 181,00(
All Other Fee<® 1,00( 0
Total Fees $3,427,00! $3,075,00!

(1) Includes the cost of (i) services renderedannection with auditing our annual consolidatedricial statements, (ii) auditing our internal
control over financial reporting in accordance withction 404 of the Sarbanes-Oxley Act of 2008, rgviewing our quarterly financial
statements, (iv) auditing the financial statemeitseveral of our telephone subsidiaries, and€wises rendered in connection with
reviewing our registration statements and issuatgted comfort letter:

(2) Includes the cost of auditing our benefit plans gederal accounting consulting servic

(3) Includes costs associated with (i) assistanceapaing income tax returns (which were approxinya$249,000 in 2007 and $111,00C
2008), (ii) assistance with various tax audits @hivere approximately $24,000 in 2007 and $23,60008), (iii) assistance with a
pending acquisition (which was approximately $19,002008), and (iv) general tax planning, congidtaand compliance (which were
approximately $124,000 in 2007 and $30,000 in 2C

(4) Represents a payment we made to KPMG on behaif atidit committee member for continuing educat
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The Audit Committee maintains written procesfuthat require it to annually review and pre-aperiine scope of all services to be
performed by our independent auditor. This revieglilides an evaluation of whether the provisionarf-audit services by our independent
auditor is compatible with maintaining the auditoiidependence in providing audit and audit-relatdices. The Committee’s procedures
prohibit the independent auditor from providing amn-audit services unless the service is permitteter applicable law and is pre-approved
by the Audit Committee or its Chairman. The Chainnsauthorized to pre-approve projects expectembsd no more than $75,000, provided
the total cost of all projects pre-approved by@irman during any fiscal quarter does not ex&ieth,000. The Audit Committee has pre-
approved the Company’s independent auditor to geup to $40,000 per quarter of miscellaneousé¢axices that do not constitute discrete
and separate projects. The Chief Financial Offiseequired periodically to advise the full Commétof the scope and cost of services not pre-
approved by the full Committee. Although applicatdgulations waive these pre-approval requiremiantgrtain limited circumstances, the
Audit Committee did not use these waiver provisionsither 2007 or 2008.

KPMG has advised us that one or more of itthpas will be present at the Annual Meeting. Wdenstand that these representatives will be
available to respond to appropriate questions afidhawe an opportunity to make a statement if thegire to do so.

Ratification of KPMG's appointment as our ipgadent auditor for 2009 will require the affirmvativote of at least a majority of the voting
power present or represented at the Annual Meeting.

The Board unanimously recommends a vote FOR this proposal.
AUDIT COMMITTEE REPORT

Management is responsible for our internatics and the financial reporting process. Our petelent auditor is responsible for
performing an independent audit of our consolidditeghcial statements and the effectiveness ofrtternal control over financial reporting,
and to issue reports thereon. The Commigteesponsibility is to monitor and oversee thesegsses, and, subject to shareholder ratificatiix
appoint the independent auditor.

In this context, the Committee has met and bdcussions with management and our internatansdand independent auditor for 2008,
KPMG LLP. Management represented to the Committaedur consolidated financial statements weregrepin accordance with generally
accepted U.S. accounting principles. The Commiiteereviewed and discussed with management and K#lGonsolidated financial
statements, and management’s report and KPMG’strapd attestation on internal control over finahegporting in accordance with
Section 404 of the Sarbanes-Oxley Act of 2002. Chenmittee also discussed with KPMG matters requiodak discussed by Statement on
Auditing Standards No. 61.

KPMG also provided to the Committee the writtBsclosures required by the applicable requirgsehthe Public Company Accounting
Oversight Board regarding the independent auditmamunications with audit committees concernirdgpendence. The Committee
discussed with KPMG that firm’s independence, amnksalered the effects that the provision of nonitaatvices may have on KPMG's
independence.
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Based on and in reliance upon the reviewsdigtlissions referred to above, and subject taithigations on the role and responsibilities of
the Committee referred to in its charter, the Cotteairecommended that the Board of Directors irelhé audited consolidated financial
statements in our Annual Report on Form 10-K ferybar ended December 31, 2008.

If you would like additional information onehresponsibilities of the Audit Committee, pleasker to its charter, which you can obtain in
manner described above under “Corporate Governangéecess to Information.”

Submitted by the Audit Committee of the Board céddors.

James B. Gardner (Chairma Fred R. Nichols
W. Bruce Hank Joseph R. Zimm:

SHAREHOLDER PROPOSALS
(Items 3, 4 and 5 on Proxy or Voting Instruction Cad)

We periodically receive suggestions from dwareholders, some as formal shareholder propos@give careful consideration to all
suggestions, and assess whether they promote shé&hg-term interests of CenturyTel and its shalars.

We expect Items 3 through 5 to be presenteshhyeholders at the Annual Meeting. Following SEIES, other than minor formatting
changes, we are reprinting the proposals and stipgatatements as they were submitted to us. Wéerta responsibility for them. On request
to the Secretary at the address listed under “O¥faters — Annual Financial Report,” we will proeidhformation about the sponsors’
shareholdings, as well as the names, addresseshareholdings of any co-sponsors. Adoption of ed¢hese three proposals requires the
affirmative vote of at least a majority of the vafipower present or represented at the Annual kigeti

The Board recommends you vote AGAINST Items 3 throgh 5 for the reasons we give after each one.

Director Election Majority Vote Proposal (Item 3)

The following proposal was submitted by the&hMetal WorkersNational Pension Fund, Edward F. Carlough Plaza,NMOFairfax Stree
Suite 500, Alexandria, Virginia 22314.

“Resolved: That the shareholders of Centurylfel. (“Company”) hereby request that the Boar@oéctors initiate the appropriate process
to amend the Company’s governance documents gatidlincorporation or bylaws) to provide that dice nominees shall be elected by the
affirmative vote of the majority of votes cast atannual meeting of shareholders, with a pluraliite standard retained for contested director
elections, that is, when the number of director imem®s exceeds the number of board seats.
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Supporting Statement: In order to provide shalders a meaningful role in director electiohg, Company’s director election vote standard
should be changed to a majority vote standard. foritya vote standard would require that a nomineeeive a majority of the votes cast in
order to be elected. The standard is particulagil-suited for the vast majority of director elegts in which only board nominated candidates
are on the ballot. We believe that a majority \&tendard in board elections would establish a ehgihg vote standard for board nominees
improve the performance of individual directors @mtire boards. The Company presently uses a filuvaite standard in all director electio
Under the plurality standard, a board nominee @alécted with as little as a single affirmativéey@ven if a substantial majority of the votes
cast are “withheld” from the nominee.

In response to strong shareholder suppow fogjority vote standard, a strong majority of tlagion’s leading companies, including Intel,
General Electric, Motorola, Hewlett Packard, Morgtanley, Home Depot, Gannett, Marathon Oil, andePfhave adopted a majority vote
standard in company bylaws or articles of incorpora Additionally, these companies have adoptedador resignation policies in their byla
or corporate governance policies to address pestieh issues related to the status of directorinees that fail to win election. Other
companies have responded only partially to thefoalthange by simply adopting post election dimecésignation policies that set procedures
for addressing the status of director nomineesréive more “withhold” votes than “for” votes. tkte time of this proposal submission, our
Company and its board had not taken either action.

We believe that a post election director neatgpn policy without a majority vote standard ongpany governance documents is an
inadequate reform. The critical first step in eBshiing a meaningful majority vote policy is theggdion of a majority vote standard. With a
majority vote standard in place, the board can thka action to develop a post election procedutiress the status of directors that fail to
win election. A majority vote standard combinedhnat post election director resignation policy woesdablish a meaningful right for
shareholders to elect directors, and reserve ®btiard an important post election role in deteimgithe continued status of an unelected
director. We urge the Board to take this importtap of establishing a majority vote standard ex@ompany’s governance documents.”

The Board recommends that you vote AGAINST this prposal for the following reasons:

Our directors, like those of most other publicporations, are elected by a plurality of vatast by shareholders. This means that the
nominees receiving the greatest number of votes frolders of our Voting Stock at the Annual Meeting be elected as directors. The Board
believes that this system of electing directord besves the interests of our shareholders. Thalghuvoting system is fair and impartial in ti
it applies equally to any candidate who is nhomiddte election to the Board. The nominees who rex#ie most votes cast will be elected to
our Board, whether those candidates are nominatéldebBoard or by shareholders.

The proposal recognizes the inherent fairoédise plurality vote standard by retaining thigratard in the case of contested elections. The
majority vote standard set forth in the proposalildanly apply to director elections where the shatders have chosen not to nominate a
director.
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Over the last several years, each of our tiremminees was elected by more than 89% of ttaé totes cast. The proposal suggests that
our directors are being elected by a minimal nunafeotes cast and that our voting system neetie teformed. However, our elections for
the last several years clearly indicate this isthetcase.

Implementation of the proposal could haveuhmtended consequence of unnecessarily increétséngost of soliciting shareholder votes.
For example, the implementation of this proposal@@rovide special interest shareholder groupgptiveer to promote expensive and time-
consuming “vote withholding” campaigns that are imathe best interest of all shareholders, foraisgo implement proactive telephone
solicitations, additional mailings of proxy solicigf materials or other strategies to obtain thelireg vote. This could result in increased
spending in routine elections. The Board belieleswould be a poor use of our assets.

Additionally, the proposal defers action omho address the situation in which one or morainisent directors fail to receive a majority
votes, which certain leading governance experte leéted as a potential shortcoming. If the propeass implemented, an incumbent director
who did not receive a majority of the votes castildaonetheless remain in office until such persanuiccessor is elected and qualified. If the
incumbent director were to leave office, our Bolaad the right under our Articles to fill the vacgner the position could remain vacant. Th
alternatives would not necessarily reflect the wefshareholders that have chosen to exercisertbkt to vote for the directors of their
choice. As a result, adoption of the proposed nitgjgote standard could result in a less demociaticess than the election of directors by
plurality vote.

The possibility of failed elections could haatber adverse consequences as well. For exarhplégiture to elect director candidates could
impair our ability to comply with the independerreguirements in the NYSE listing standards and@anporate Governance Guidelines, and
could also adversely affect our ability to retanattract qualified directors.

The value of requiring a majority vote to ¢ldirectors is being actively discussed and evalliity a number of independent groups,
companies and interested investors. Unless antlauatinsensus develops that majority voting systamsn improvement, we believe
retaining our current plurality voting standardrioour shareholders’ best interest.

Executive Compensation Advisory Vote Proposal (Iterd)
The following proposal was submitted by theL AEIO Reserve Fund, 815 Sixteenth Street, N.W., Mfegon, D.C. 20006.

“Resolved, That the shareholders of Centurylfel (the “Company”) request that the Board ofedtors adopt a policy that provides
shareholders the opportunity at each annual shiglethimeeting to vote on an advisory resolutionppsed by management, to ratify the
compensation of the named executive officers (“NBE®at forth in the proxy statement’s Summary Congagion Table (the “SCT”) and the
accompanying narrative disclosure of material fiexcpyovided to understand the SCT (but not the Gorsation Discussion and Analysis). The
proposal submitted to shareholders should make thaathe vote is nobinding and would not affect any compensation paidwarded to ar
NEO.
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Supporting Statement: Investors are incredgicancerned about mushrooming executive compeamsatispecially when insufficiently
linked to performance. In 2008, shareholders filede to 100 “Say on Pay&solutions. Votes on these resolutions have aedrdd% in favo
with 10 votes over 50%, demonstrating strong shadehn support for this reform.

An Advisory Vote establishes an annual refduen process for shareholders about senior exectivgpensation. We believe the results of
this vote would provide the board and managemesfulisiformation about shareholder views on the @any’s senior executive
compensation.

In its 2008 proxy, Aflac submitted an Advisdrgte resulting in a 93% vote in favor, indicatisigong investor support for good disclosure
and a reasonable compensation package. Aflac Caaiand CEO Daniel Amos saidAri advisory vote on our compensation report islpfhk
avenue for our shareholders to provide feedbaabuompay-for-performance compensation philosophy @mdpackage.”

To date, 10 other companies have agreed &daisory Vote, including Verizon, MBIA, H&R Blockngersoll Rand, Blockbuster and Tech
Data. TIAA-CREF, the country’s largest pension fuhds successfully utilized the Advisory Vote twice

Influential proxy voting service RiskMetricg@ip recommends votes in favor, noting: “RiskMetr@mcourages companies to allow
shareholders to express their opinions of executdepensation practices by establishing an anef@tendum process. An advisory note on
executive compensation is another step forwarahiraacing board accountability.”

The Council of Institutional Investors endatsalvisory votes, and a bill to allow annual Advisvotes passed the House of
Representatives by a 2-to-1 margin. We believe eampeaders should adopt an Advisory Vote voluhtdnéfore required by law.

We believe that existing U.S. Securities ardiange Commission rules and stock exchange listaagdards do not provide shareholders
with sufficient mechanisms for providing input todsds on senior executive compensation. In contragte United Kingdom, public
companies allow shareholders to cast a vote ofdihectors’ remuneration report,” which disclose®eutive compensation. Such a vote is not
binding, but gives shareholders a clear voiced¢batd help shape senior executive compensation.

We believe that a company that has a cleaqijained compensation philosophy and metrics, mreasly links pay to performance, and
communicates effectively to investors would finthanagement sponsored Advisory Vote a helpful tool.

We urge CenturyTel's Board to allow sharehrdde express their opinion about senior executorapensation through an Advisory Vote.”

The Board recommends that you vote AGAINST this prposal for the following reasons:
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We believe ensuring that executive compensasi@ppropriate is an important issue for all ehatders, and we share that goal.
Nonetheless, we believe this proposal is unnecgssaworkable and potentially harmfi

The proposal is unnecessamhe proposal is unnecessary because we alreadpgm@mphorough process designed to pay appropestdd
of executive compensation to attract and retaimiaaagerial talent necessary to maintain our coithpatess. As explained in greater detalil
under the heading “Compensation Discussion andysig! the Board has delegated its powers to setw@ive compensation to its
Compensation Committee, which is composed solelgd#gpendent directors who have a fiduciary dutggtablish programs that are in the
best interests of the shareholders. The Committe&sawvith its independent consultant to establsmgensation programs designed to match
programs of comparable companies and to creatatives to maintain and increase shareholder vatueonnection with performing its dutit
the Committee spends a substantial amount of taviewing a wide range of information impacting extaee compensation, including trends
in executive compensation and detailed benchmaudkittg on prevailing compensation levels at comparedmpanies. In accordance with the
federal proxy rules, we explain in detail the Cortted’s processes and conclusions in our annualpstatements. In short, we believe our
current structure is appropriately designed andrzdd to achieve and communicate our executive ensgtion goals.

The proposal is unworkablg/e believe it is unrealistic to expect this propesauld enable shareholders to provide meaningfpiit on
decisions that entail a thorough understandingwida variety of factors, including prevailing coemsation philosophies and practices
nationwide and in our industry. Establishing appiatp executive compensation arrangements is a leonppocess requiring careful balancing
of a wide range of factors, including proprietamfjormation about our strategies and performancangimg industry conditions, accounting
requirements, tax laws, and the competitive comguteos practices of other companies. We believelihlancing should continue to be the
responsibility of disinterested independent fiddeimwho have the time, experience, expertise ureses and access to proprietary data that is
necessary to design and administer effective progr&Ve further believe the proposal is a bluntrimeent that would not provide us with
meaningful insight into specific shareholder consaegarding our programs, and could lead to cioritesbout what prompted the
shareholders’ vote. For instance, if the sharehlelddopt a general resolution disapproving our @ee compensation, we would be unable to
determine (i) whether the shareholders disappro¥ed or only some of our specific compensatiomponents, (i) whether they disapproved
of compensation paid to all or only some of ourcesizes and (iii) the magnitude or rationale of #fareholders’ concerns. As such, we would
be unable to react to the shareholders’ concerasneaningful fashion. We believe it would be farenhelpful if shareholder concerns are
specifically addressed, and we already have presdalace to facilitate effective shareholder mamications. See “Corporate Governance
— Presiding Director.” Instead of encouraging shaléérs to take advantage of our current policies@ocedures, we believe the proposal
advocates substituting a less effective mechanism.

The proposal is potentially harmfifinally, the proposal is potentially harmful in seal respects, including the following:
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. by requiring a practice not followed by most othef. companies, the proposal could harm our aliditsetain or attract talente
managers to the extent that they perceive thisprestice as a threat to our long-standing commitrteepay competitive
compensatiol

. by creating the risk that the good faith judgmaegiteur disinterested independent directors coul“seconrguesse(’ the proposa
could negatively impact the willingness of membafrour Compensation Committee to continue to s

. by requiring us to provide new disclosures, impat new processes, and incur new legal riskgpithigosal would require us to incur
unnecessary legal and proxy solicitation expensd<auld increase our expenditures on dire’ fees and insuranc

. by creating a blunt instrument of shareholder ingha proposal could result in unclear directives treate confusion over corpor
goals, distract management, and interfere with reffiextive means of facilitating useful shareholdemmunications

In summary, we do not believe the proposdlevihance our governance practices or improve lmaretiolder communications, nor is it in
the best interests of shareholders.
Network Management Practices Report Proposal (Itend)

The following proposal was submitted by Tuthh Asset Management Corporation, 711 Atlantic Awergoston, Massachusetts 02111-
2809.

“The Internet is becoming the defining infrasture of our economy and society in the 21stugnits potential to open new markets for
commerce, new venues for cultural express and negalities of civic engagement is without historarallel.

Internet Service Providers (ISPs) serve askgatpers to this infrastructure: providing accesmaging traffic, insuring communication, and
forging rules that shape, enable and limit the joiduse of the Internet.

As such, ISPs have a weighty responsibilitgiénising network management practices. ISPs mustfgr-ranging thought to how these
practices serve to promote — or inhibit — the peiblparticipation in the economy and in civil sdgie

Of fundamental concern is the effect ISPsiwoek management practices have on public expeastif privacy and freedom of expression
on the Internet.

Whereas:
. More than 211 million Americar— 70% of the U.S. populatic— now use the Interne

. The Internet serves as an engine of opportunitgdarial, cultural and civil participation in sogie
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. 46% of Americans report they have used the Intee-mail or text messaging to participate in the 200Btipal process

. The Internet yields significant economic bendfitsociety, with online U.S. retailing revenuesorly one gauge of e-commerce —
exceeding $200 billion in 200

. The Internet plays a critical role in addressingis@l challenges such as provision of health aaith, over 8 million American
looking for health information online each di

. 72% of Americans are concerned that their onlifeabirs are being tracked and profiled by compat

. 53% of Americans are uncomfortable with compangagitheir email content or browsing history todeelevant ads
. 54% of Americans are uncomfortable with third psttollecting information about their online belway

. Our Company provides Internet access to a verglatgnber of subscribers and is considered a led8iAg

. Our Compan’s network management practices have come undeicpaboltiny by consumer and civil liberties groupegulatory
authorities and shareholde

. Class action lawsuits in several states are chgitigrthe propriety of ISF network management practici

. Internet network management is a significant jpyiblicy issue; failure to fully and publicly adels this issue poses potential
competitive, legal and reputational harm to our @any;

. Any perceived compromise by ISPs of public expémtatof privacy and freedom of expression on therhret could have a chillin
effect on the use of the Internet and detrimerffates on society

Therefore, be it resolved, that shareholdegsiest that the Board of Directors prepare a reprduding proprietary and confidential
information, and to be made available to sharehslde later than November 30, 2009, examining ffexts of the Company’s Internet
network management practices in the context osifpeificant public policy concerns regarding théliels expectations of privacy and
freedom of expression on the Internet.”

The Board recommends that you vote AGAINST this prposal for the following reasons:

CenturyTel’'s emphasis on providing and expagdiccess to internet services in rural areas lauadl sowns in the United States fosters the
freedom of expression of hundreds of thousand®ople residing in those areas. Our business pesctice designed to promote,
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among other things, freedom of expression, priveaay other fundamental personal freedoms. Our eraplpyplicies and guidelines reflect
these goals by incorporating ethical principlessging the critical importance of the privacy rigbf our customers and the confidentiality of
their information. Our commitment to expanding mit access to rural areas and small towns haseetidreedom of expression,
participation in the internet-based economy andrses of community in those areas. We share theopeopis’ desire to promote privacy and
freedom of expression on the internet, and areimoalty evaluating and addressing these issuestilosiness practices and the communities
in which we operate. We are committed to evolving anhancing these practices. We also have agatrement of compliance with U.S.
government policies. Therefore, we believe thatptteparation of the report requested by the prdpssmnecessary in light of our current
efforts and established policies and practicegingldo privacy and freedom of expression.

Our Board and management invest significanétand resources to ensure that our services diciepg@romote, and are consistent with,
our goals and initiatives regarding the improvermamirivacy and freedom of expression. Our managensecontinuously studying policies
the acceptable use of customer information to enthat we provide our customers with the best ptessiervice while safeguarding their
privacy. In particular, we have formed a managementmittee that reviews industry procedures regagrgrivacy and makes
recommendations regarding the effective implemeantaif procedures that will further protect thevady of our customers. Management has
also developed and put in place a comprehensivef getlicies that strictly prohibit employees franewing or distributing customer
information other than that required for propenfismn of services.

Although we cooperate with government ageneidgsch request data from us from time to time,ase committed to the goal of preventing
the dissemination of our customers’ informationhte maximum extent possible. Our legal departmeviews each request for information
from government agencies to determine the propdéguch request (unless the matter is a routiwaudait, safety or health inspection,
employment law review or any other similar routinatter). We do not divulge customer informationessl the request is made through a
subpoena, warrant or other lawful means.

In short, we believe our dedication to prorglinternet access to rural communities fostersdoen of expression and our current
confidentiality policies and procedures providestahtial protection of our customers’ privacy. Tireparation of a report on this subject
would be an unnecessary cost to the Company astiateholders, and therefore the Board recomméadlyou vote against this proposal.

OWNERSHIP OF OUR SECURITIES

Principal Shareholders

The following table sets forth information eeding ownership of our Common Shares by each péasown to us to have beneficially
owned more than 5% of the outstanding Common Sluareshave controlled more than 5% of the totalngoppower on December 31, 2008.
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Amount and
Nature of
Beneficial Percent of Percent
Ownership of Outstanding of Voting
Name and Address Common Shares(l) Common Shares(?) Power @)
Capital Research Global Investt 9,060,67(® 9.C% 6.5%
333 South Hope Street
Los Angeles, California 9007
LSV Asset Management 5,288,5874 5.3 3.8
1 North Wacker Drive
Suite 4000
Chicago, lllinois, 60601
State Street Bank and Trust Company 5,134,832 5.1 3.7
State Street Financial Center
One Lincoln Street Boston, Massachusetts 0:
Trustees of CenturyTel benefit pla 4,010,28(®) 4.C 19.4

c/o T. Rowe Price Retirement Plan Services
T. Rowe Price Investment Services, Inc.
4515 Painters Mill Road

Owings Mills, Maryland 2111-4903

1)

(@)

3)

(4)

(5)

(6)

Determined in accordance with Rule 13d-3hef$ecurities and Exchange Commission based ufamiation furnished by the persons

listed. In addition to Common Shares, we have antihg Preferred Shares that vote together witlCthramon Shares as a single class
on all matters. One or more persons beneficiallp ovore than 5% of the Preferred Shares; howevempéhcentage of total voting power
held by such persons is immaterial. For additiémf@rmation regarding the Preferred Shares, see fagf this proxy statemer

Based on our records and, with respect tetalles held of record by our benefit plan trusteased on information the trustees
periodically provide to us to establish that certaf these shares entitle the trustees to castdi®s per share. As noted on page 2 of this
proxy statement, the shareholders have adoptedpmgel to eliminate the right of our Lofigrm Shareholders to cast ten votes per s
effective upon completion of the Embarq Merg

Based on information contained in a SchedBi8 Report dated as of February 6, 2009 that tivissitor filed with the Securities and
Exchange Commission. In this report, the investdidated that, as of December 31, 2008, it held goting power and sole dispositive
power with respect to all of these sha

Based on information contained in a Schedule 13@oRelated as of February 11, 2009 that this irorefded with the Securities ar
Exchange Commission. In this report, the invesididated that, as of December 31, 2008, it held goting power and sole dispositive
power with respect to all of these sha

Based on information contained in a Sched3i8 Report dated as of February 13, 2009 thairkestor filed with the Securities and
Exchange Commission. In this report, the investdidated that, as of December 31, 2008, it held goting and shared dispositive
power with respect to all of these sha

Consists of shares held by the trustees of ouiifgreat01(k) plan (including shares credited toaape ESOP, stock bonus and PAYE
accounts maintained under such plan) and our d(k) plan. All of the voting power attributabtethese shares is directed by the |
participants, each of whom is deemed to tender gsthuctions as a “named fiduciarigr all shares under each such plan, which req
the participants to direct their votes in a marthat they believe to be prudent and in the bestaésts of the plan participan
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Executive Officers and Directors

The following table sets forth information,@she Record Date, regarding the beneficial owhigrof Common Shares by our executive
officers and directors. Except as otherwise naaéldeneficially owned shares are held with soléngoand investment power and are not
pledged to third parties.

Components of Total Shares Owned

Options
Shares Unvested Exercisable Total Shares
Beneficially Restricted Within 60 Beneficially
Name Owned 1) Stock @ Days® Owned ¥
Executive Officers:
Glen F. Post, Il 289,16 318,61 1,106,001 1,713,77!
Karen A. Pucket 53,41(®) 119,56: 260,00: 432,97
R. Stewart Ewing, Ji 54,18« 99,591 124,76’ 278,54
Michael E. Maslowsk 19,28« 64,71( 54,001 137,99!
David D. Cole 65,47(©) 64,71( 301,00: 431,18:
Stacey W. Gof 17,65¢ 64,71( 117,50: 199,86
Outside Directors:
William R. Boles, Jr 13,05¢ 5,31¢ 0 18,37:
Virginia Boulet 10,30(™) 5,31¢ 0 15,61¢
Calvin Czeschit 29,598 5,31¢ 0 34,90¢
James B. Gardn¢ 9,23¢ 5,31¢ 16,00( 30,557
W. Bruce Hanks 5,73¢ 5,31¢ 46,00( 57,057
Gregory J. McCra 3,76 5,31¢ 0 9,08t
C.G. Melville, Jr. 5,9510) 5,31¢ 0 11,26¢
Fred R. Nichols 4,68 5,31¢ 0 10,00(
Harvey P. Perr 40,77 5,31¢ 0 46,09t
Jim D. Reppont 50,73¢ 5,31¢ 0 56,057
Joseph R. Zimme 11,05(10) 5,31¢ 13,66 30,03¢
All directors and executive officers as a group f&rsons 684,05¢11) 790,39: 2,038,93! 3,513,39

(1) This column includes the following number of sheaiscated to the offic’s account under our qualified 401(k) plan: 90,— Mr.
Post; 2,479 — Ms. Puckett; 21,230 — Mr. Ewing; #52Mr. Maslowski; 31,052 — Mr. Cole; and 3,443 — NBoff. Participants in this
plan are entitled to direct the voting of theirmpkhares, as described in greater detail elsewiszein.

(2) Constitutes unvested shares of Restricted Stockwelieh the person holds sole voting power butm@stment powel

(3) Constitutes shares that the person hasghéto acquire within 60 days of the Record Datespant to options granted under our
incentive compensation plar

(4) None of the persons named in the table benefictallgs more than 1% of the outstanding Common Sharissentitled to cast more th
1% of the total voting power, except that (i) theuses beneficially owned by Mr. Post constitutéd of the outstanding Common Shares
and entitle Mr. Post to cast 1.6% of the totalvgtbower and (ii) the shares beneficially ownedbylirectors and executive officers as a
group constitute 3.4% of the outstanding Commorré&hand entitle such group to cast 3.3% of the watiing power (in each case
calculated in accordance with rules of the Seasiéind Exchange Commission assuming that all aptisted in the table have been
exercised in exchange for Common Shares retaingdebsecipient)

(5) Includes 200 shares held by Ms. Puckett as custddiahe benefit of her childre

(6) Includes 5,329 plan shares beneficially held by Gtile’s wife as one of our former employees in her actsounder the qualifie
401(k)plan, as to which Mr. Cole disclaims beneficial @mship.

(7) Includes 955 shares held by Ms. Boulet as custddiathe benefit of her childrel
(8) Includes 11,997 shares owned by Mr. Cze¢'s wife, as to which he disclaims beneficial owngrs
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(9) Includes 5,894 shares pledged as security undergimaccount
(20) Includes 5,000 shares held by a private charitimhbiedation, as to which Mr. Zimmel is a trust

(11) Includes (i) 17,326 shares held of record or beradfy by the spouses of certain of these individpas to which beneficial ownershig
disclaimed, and (ii) 1,155 shares held as custddiathe benefit of children of such individua

COMPENSATION DISCUSSION AND ANALYSIS

General Compensation Philosophy

We compensate our senior management throng af salary, annual bonuses, long-term equity pensation and employee benefits
designed to be competitive with the compensatiotoafiparable officers and to reward annual and kengr performance that we believe
correlates with maintaining and increasing shamdgrovalue. With respect to each component of cosgt@n, we generally seek to match the
compensation of comparable employees at other coieqaalthough we typically provide our executifioers with above-average salaries if
justified by corporate and individual performan@ée generally seek to base our execu’ annual cash incentive compensation principally
upon our company-wide performance and secondgpityrthe executives’ individual performance. Off&cand managers with lower levels of
responsibility typically receive incentive competisa that places a greater emphasis on individigpartmental or divisional goals. We see
align the interests of our senior managers withdhg-term interests of shareholders through award oppitig¢s that can result in ownershig
our Common Shares, with top executives receiviggeater proportion of their total compensationhie torm of equity grants compared to
more junior officers. Substantial amounts of oue@xives’ compensation are subject to the rislodefture if they quit or engage in
detrimental activity. Whenever possible, we attetogiromote teamwork by offering the same compémsad executives whom we expect to
make roughly equivalent contributions. We haverayistanding practice of not providing employmerreagents to our officers, but do
provide customary change of control, pension anifanebenefits to our key personnel.

Compensation Methodologies

When establishing compensation programs, Wepredominantly on annual reviews of multiple bemarks that assist us in establishing
compensation levels designed to be competitive thithcompensation of comparable officers. We desdhiese benchmarks in detail below.
As described further below, we also review thevitiial performance of each senior manager, asagddlll other factors deemed relevant tc
To assist us in this process, we review “tally stietmat comprehensively reflect the multiple s@asof each executive’'s compensation, as well
as the wealth accumulated by the executives undecampensation programs. We also review data emefationship of the compensation of
our top executives to lower paid employees. Ouierewf this data on wealth accumulation and intepag levels provides us with additional
information on our pay practices, but to date tfer reasons discussed below, neither of theseliee major factors in setting compensation
levels.

27




Table of Contents

Allocation of Compensation

We do not use fixed ratios to allocate toahpensation between cash and non-cash compensationong the various compensation
components. Instead, we seek to pay our exectitieearget levels of salary and bonus discusselddubelow, all of which are set in relation
to compensation levels paid to comparable execsitiv®ther companies. We believe this allows usdamtain competitive compensation
packages, and adjust quickly to changes in prexpddbmpensation practices.

We seek to design our incentive compensatiograms to reward annual and long-term performamaecorrelates as highly as possible to
maintaining and increasing shareholder value, wdtildtne same time providing incentives that ardtable, realistic and reasonably within the
control of the award recipient. We believe that tayr executives have the greatest opportunityrectly impact our performance, and there
believe it is appropriate to provide a greateriparbf their total compensation in the form of letaym incentives that focus solely on company-
wide performance. On the other hand, because ssiskenior officers have less control over our comppeide performance, we award them a
relatively higher percentage of their total com@dizs in the form of salary and annual bonuses kwfriequently focus on individual,
departmental or divisional goals within their cahtr

Although we favor the use of incentive com@izs, we believe it is necessary and prudent yogoportion of total compensation in the
form of a competitive fixed salary. We believe leyment of a fixed salary to our officers helpsmigin productivity by alleviating concerns
that an economic or industry downturn could undetieir personal financial planning. Equally imgortly, we believe our failure to pay a
competitive salary could harm our ability to retamd retain management.

Implementation of our compensation practicas d¢renerally resulted in our CEO receiving a higlegcentage of his total compensation in
the form of long-term equity incentives, and a derglercentage in salary and cash bonuses. Orthike ftand, less senior officers typically
receive in most (but not all) years a relativelyaflar percentage of their total compensation infthe of long-term equity incentives, and a
higher percentage in salary and cash bonusesallbéation is illustrated in the table below, whighows the percentage of 2008 compensationr
attributable to our three main components of corapgon:

Equity
Cash Compensatic Compensatiol
% from % from % from Lon¢-
Salary Annual Bonus Term Bonus
CEO 24.¢% 21.2% 54.1%
President and Executive \ 28.C 18.7 53.:
Senior Vice Presiden 25.7 14.¢ 59.t

We expect that these allocations will change fraaryto year as we adjust to changes in prevailimgpensation practices.
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Salary

We generally seek to compensate our long-stgrekecutives with cash salaries equivalent to7té percentile of salaries paid to
similarly-situated executives at comparable comgsnf justified by corporate and individual perfance. We believe this gives us the
flexibility to pay above-market salaries to talehtxecutives who could be viewed as attractiveetargy other companies, many of whom are
larger than us with far greater resources. The Gorsgtion Committee of our Board uses these peledatgets as starting points in its
analysis, which we describe below under the heatli@ur Compensation Decision-Making Process.”

In February 2008, the Compensation Committgercnined that the salary of each of its executivas generally in alignment with the 75
percentile target salary based on 2007 compensa#tanprovided by PricewaterhouseCoopers LLP, thar@ittee’s compensation consultant.
The Committee also determined that our corporatfpeance and the executives’ individual performeaneer the prior year justified paying
salaries in alignment with these "percentile targets. After applying the other fastdescribed under the heading “- Our Compensation
Decision-Making Process” and considering input fritwea CEO, the Committee elected to raise the safa@ach executive by 3%, except for
(i) the CEO, whose salary was left unchanged puadty due to the tax advantages of limiting his@adrsalary to $1 million under Section 162
(m) of the Internal Revenue Code, and (ii) the Galn@ounsel, who received a 4% raise to bettenahg correlation of his actual and target
salaries to that of the other executives. Baseidmut from PricewaterhouseCoopers, the Committéeroened that these 3% and 4% raises
were necessary to keep the recipients in alignmvéhttheir respective 7% percentile target salaries, which the Committeereded would
increase in connection with raises given during@@0similarly-situated executives at comparableganies. These raises were also generally
consistent with our goal to promote teamwork thioagual treatment to the extent possible.

In February 2009, the Compensation Committekthe Board elected to leave executive salariesamged.

Annual Incentive Bonuses

Our practice is to award annual cash bonuskeyt employees based on performance objectivesitiagtained, can reasonably be expected
to maintain or increase our value. We strive toraWeonus opportunities that can reasonably be eéggddo result in our total cash
compensation (consisting of salary and cash bohtsegjual or exceed the 50% percentile of totahampensation paid to similarly-situated
executives at comparable companies. We curreniity ahnual incentive bonuses to approximately 1&7&ur employees. As described in
greater detail under the heading “- Our Compensddecision-Making Process,” our Compensation Cotemiannually establishes “target”
levels of one or more company performance objestiveler our annual incentive bonus programs.

For 2008, the Committee elected to base 608eéxecutiveshotential bonuses upon CenturyTel attaining tadytteels of operating ca
flow and the remaining 40% upon attaining targéésels of end-user revenue. The Committee selébesk targets based on management’s
view that attainment of the targets would likelyretate with maintaining or
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increasing shareholder value. In connection witingaupon management’s recommendations, the Coesniéttsessed the relationship of the
targets to the Company’s publicly-disclosed finahguidance and discussed with Pricewaterhouse@sdipe bonus targets used by other
comparable companies. For 2008, the executiveesffiwere granted an opportunity to earn a speqgifsedentage (ranging between 40% to
65%) of their respective salaries if “target” permf@nce levels were met, with up to triple these amwif the “maximum?” levels of
performance were met and no bonuses if the “minifnilineshold performance levels were not attainadsdlecting these percentages, the
Committee attempted to produce opportunities fehesxecutive's total cash compensation to equakoeed the 5& percentile targets
described in the preceding paragraph. To promat@werk, three of our six executives were granted@ortunity to earn the same percen
of their respective salaries (45%) if “target” pgrhance levels were met.

For both of the 2008 performance measuresitbeutives were entitled to receive:

*  no paymen if we failed to achieve the minimum threshold periance leve
» aprorated payment of at least 50% but less tha@poldf the if we attained or exceeded the minimum thresholfopmance level b
target awar( not the target performance le

» aprorated payment of at least 100% but less tB8p63of the if we attained or exceeded the target performaaeel but not the
target awart maximum performance lev

» apayment of 300% of the target aw if we attained or exceeded the maximum performéeel.

As described in greater detail under the heati Our Compensation Decision-Making Procedis¢’ CEO and Committee may exercise 1
negative discretion to reduce awards based oneamtutive’s individual performance during the prrear. Neither the CEO nor the
Committee exercised his or its negative discretioreduce awards based upon 2008 performancely-ohetermined awards made to our
executives on February 23, 2009 for 2008 perforraame reflected in the Summary Compensation Tgdpearing below under the column
“Non-Equity Incentive Plan Compensation.” For agtdiill information concerning these awards and @@82erformance targets, see
“Executive Compensation — Incentive Compensatio2608 Awards.”

Compared to our executive officers, the remairof our senior officers have more diverse pentorce goals. When an officer or manager
has responsibility for a particular business utiitjsion or region, the performance goals are tgibjcheavily weighted toward the operational
performance of those units or areas. Other indalglmay receive individual
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performance goals. Depending on the level of sépjdhese individuals may also receive a portibtheir bonus based on overall corporate
performance. As discussed below under the headifyf Compensation Decision-Making Process,” th©Gpproves the performance goals
of the non-executive officers under the generaksuipion of the Compensation Committee.

Long-Term Equity Incentive Programs

Our shareholder-approved long-term incentm@jgensation programs authorize the Compensatiom@ibee to grant stock options,
restricted stock, and various other stock-baseehitiees to key personnel. We believe stock incersiwards (i) encourage key personnel to
focus on our long-term performance, (ii) strengttierelationship between compensation and growthe market price of the Common
Shares and thereby align management’s financiatésts with those of the shareholders and (iiip latfract and retain talented personnel. We
currently offer long-term incentive compensatioraasis to approximately 480 of our employees.

Incentives granted under these programs beexereisable based upon criteria established bZ tmemittee. The Committee generally
determines the size of equity grants based orettipient’s responsibilities and duties, and oniimfation furnished by the Committee’s
consultants regarding equity incentive practicesragrcomparable companies. The Committee’s genbialsophy is to provide long-term
incentive compensation valued at thet'gfercentile of that paid to similarly-situated offis at comparable companies. Since 2001, the
Committee has elected to award annual incentivetgias opposed to larger, multi-year grants. Tha@ittee believes annual grants provide
us with greater flexibility than multi-year granitsrespond to changes in compensation practices.

We strive to pay equity compensation in fothest create appropriate incentives to optimizegrarfince at reasonable cost, and are
competitive with incentives offered by other comiganFor several years prior to 2004, we paidasdftterm equity compensation in the form
of stock options. We selected this form partly heeaof favorable accounting and tax treatmentsthetast several years, however, it has
clear that the favorable accounting treatmentatlsbptions was subject to change, and beginnir2@6 the adoption of Statement of
Financial Accounting Standards No. 123(R) (whichfreguently refer to as SFAS 123(R)) has elimindtedfavorable accounting treatmen
options. Moreover, for a variety of reasons mangceive compensation experts have advised compamaid over-reliance on stock
options. As a result, many experts, including obegan to recommend other forms of equity compersat

Between 2004 and 2007, the Compensation Cdesrpiaid the executives’ long-term compensatioh witombination of stock options and
restricted stock. The Committee believes that st stock, when compared to stock option gransyides us an opportunity to provide
similar performance incentives to increase shamepmwith the issuance of fewer Common Shareseliyereducing potential dilution.
Moreover, unlike options, restricted stock stificafls motivation to increase stock prices evehefshare price becomes substantially
depressed. On the other hand, the Committee bsltbat stock option grants also provide variousaathges, including the potential for
favorable tax treatment under Section 162(m) ofititernal Revenue Code. Based on this, the Comenitbecluded during this period that
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paying equity incentives jointly in the form of tested stock and stock options was consistent thighgoal of creating appropriate incentive
reasonable costs. Using a ratio that valued a sHaestricted stock 337.5% higher than an optmpurchase a share, we paid during this
period half of the value of our long-term incentasards in restricted stock and half in optionsu$bould note, however, that other valuation
methods (including those that we are required sowler the federal proxy rules) may assign differelative or aggregate valuations to our
grants.

For 2008, the Committee elected to issuefalluo 2008 long-term equity compensation in therfaf time-vested restricted stock for a
variety of reasons, including the Committee’s retdtign of the growing use of restricted stock by paers and its desire to minimize the
dilution associated with our rewards. The Committls® considered the retentive value of restristedk under varying market conditions, ¢
the loss of accounting advantages formerly assetiaith stock options. For similar reasons, inyeafl09 the Committee again issued all of
our 2009 long-term equity compensation in the forftime-vested restricted stock.

Currently, all of our outstanding stock opsarest over a two- or three-year period. All of cestricted stock granted between 2005 and
2008 vests over a five-year period, provided ttogpient remains employed by us. In early 2009,Gloenmittee granted restricted stock with a
three-year vesting period for the reasons descfiltlder under “- Compensation Matters Relatingetobarg Merger.” For additional
information on the vesting terms of our equity adgrsee “Executive Compensation — Incentive Comgaté@rs— Outstanding Awards.”

In establishing equity award levels, we review ¢heity ownership levels of the recipients and paaards, but do not place great weigh
this factor. We believe each annual grant of lagrgatcompensation should match prevailing praciicesder for our compensation packages
to remain competitive from year to year, and tagaie the risk of competitors offering compensapackages to our executives that have
superior long-term incentives. Moreover, the acclation of substantial awards (awarded in reasonahieial increments) significantly
increases each executive’s motivation to increasesloare price and remain employed by us, and abetiel executives from accepting job
offers that trigger equity forfeitures. For thesasons, we do not place great weight on equity oshigelevels or prior grants in connection
with granting new awards.

In early 2008, the Compensation Committee de@equity incentive grants for the first year dlfigee-year program developed and
approved by the Committee, with assistance frordtssultant, PricewaterhouseCoopers LLP. Baseditmabmpiled by
PricewaterhouseCoopers, the Committee determiratdtth target amount of long-term compensation ggeg for 2008, 2009 and 2010 was
consistent with its goal of granting long-term intiee awards with a value commensurate with th@sé f similarly-situated executives at
comparable companies. To promote teamwork, threeio§ix executives received identical awards i680n February 2009, the Committee
confirmed the continued appropriateness of the atgtlogies it used in 2008 to set long-term compmsaargets over the three-year period
ending in 2010. However, in light of the sharp diopvorldwide equity prices over the prior yeare tBommittee considered whether to issue
the same number of shares of restricted stockaagegt in 2008 or to issue a greater number of shwitd a value equal to that of the restricted
stock issued in 2008. After conferring with its sattant, the Committee elected to issue in 2000mber of shares of restricted stock equal to
115% of the number of shares granted in 2008, which
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approximated the mathematical average of the nuwtsrares derived under these two methods. Foe inésrmation, see the tables included
under the heading “Executive Compensation” andatiditional discussion below under the heading “f Oampensation Decision-Making
Process.”

Other Benefits

As a final component of executive compensatiaa provide a broad array of benefits designdakteaompetitive, in the aggregate, with
similar benefits provided by our peers. We sumnesatfiese additional benefits below.

Retirement Plans. We maintain a traditional qualified defined benedirement plan for most of our employees who hawapleted at lea
five years of service, plus a traditional qualifidefined contribution 401(k) plan for a similar gpoof our employees. With respect to both of
these qualified plans, we maintain nonqualifiechpléhat permit our officers to receive or defergamental amounts in excess of federally-
imposed caps that limit the amount of benefits yiglompensated employees are entitled to receidemqualified plans. When we review
overall compensation levels for our senior managenvee factor in the benefits expected to be resmsbivnder these retirement plans and their
contribution to our executives’ total compensatidowever, we continue to place our primary emphasignsuring that our compensation
programs do not lag behind those of our competitehéch could subject us to the risk of losing el senior managers. Additional
information regarding our retirement plans is pded in the tables and accompanying discussiondedibelow under the heading “Executive
Compensation.”

Change of Control Arrangements. As described in more detail under “Executive Congaéion — Potential Termination Payments —
Payments Made Upon a Change of Control,” in 200@mtered into agreements under which we agreedyt@ach of our executive officers
who is terminated without cause or resigns undegitespecified circumstances within three yeararof change of control of CenturyTel (i) a
lump sum cash severance payment equal to thres timesum of such officer’s annual salary and bofiyshe officer’s currently pending
bonus, (iii) additional tax gross-up cash paymeletscribed further below and (iv) certain welfaredfés for three years.

We believe these benefits enhance shareheddige because

. prior to a takeover, these protections (i) hedpecruit and retain talented officers by providasgurances that their compensation and
benefits will not be reduced or eliminated upoalebver and (ii) help maintain the productivityoofr workforce by alleviating day-to-
day concerns over economic security,

. during or after a takeover, these protectionsdlptour personnel, when evaluating a possible legsicombination, to focus on 1
best interest of CenturyTel and its shareholdetber than being distracted by personal concenus(ig reduce the risk that personnel
will accept job offers from competitors during taker discussions
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In recommending and approving these change of acloagreements in 2000, our Compensation CommitideBaard, respectively, analyzed
the terms of similar arrangements for comparabézetives at other peer companies. This approachusesto set the amounts payable an
events triggering payment. We monitor the aggregateunt of payments that could potentially be madsur executives if they are termina
following a change of control, and believe thesteptial payments are relatively small in relatiorotir current aggregate equity value. We
further believe our change of controls benefitssatestantially consistent with the general practiceong our peers, although we have not
commissioned any recent study specifically designezbnfirm this. In late 2008, we amended andatesteach of the change of control
agreements with our officers to ensure that payserade under these agreements would not restigimiposition of penalties under the
deferred compensation provisions of Section 409thefinternal Revenue Code.

The change of control benefits are payableutoexecutive officers if within three years follmg a change in control the officer is
terminated without cause or resigns with “good eedswhich is defined to include a diminution osp®nsibilities, an assignment of
inappropriate duties, an increase in responsislidr duties without a commensurate increase irpeasation, and a transfer of the officer
exceeding 35 miles. For the CEQ’s agreement only failure of the CEO to be named the chief ex@eutifficer of the parent company
surviving the change of control transaction is deérto be diminution of responsibilities entitlifget CEO to resign with “good reason.” All of
these provisions are designed to assure our ddfibat they will retain a job with responsibilitiesature and career opportunities consistent
with those enjoyed by them prior to the takeoveraddition, change-of-control benefits are payadleur executive and senior officers if the
officer resigns for any reason during the 30-daygoeimmediately following the first anniversary thfe change of control. We believe this
latter provision would help assure the acquirethefservices of our management team for at leasyear following the change of control,
while at the same time hastening the acquirer'sritige to deal quickly and fairly in offering ouffiocers appropriate career and compensation
opportunities.

If change of control benefits become payathle cash payment to our key employees is baseldeoioliowing multiples of salary and bon
and the right to health and welfare benefits cargifor the following number of years:

Multiple of Years of

Salary anc Welfare

Bonus Benefits

Executive Officers 3 times 3 years
Senior Officers (Job Grades 66 or | 2 times 2 years
Other Officers (Job Grades 64 or ¢ 1.5 times 1.5 years
Other Key Personnel (Job Grade-63) 1.0 times 1.0 yeal

Based on our survey of prevailing practice2000, we agreed in our 2000 change of controleageats to reimburse only our executive
senior officers for any taxes imposed as
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a result of change in control benefits. For theaimer of management, we cap their change in copgmrefits so that no taxes will be impos

In connection with our pending business coratidm with Embarq Corporation, most of our officaesse agreed to forego certain benefits
that would otherwise be available to them upon detign of such transaction. See “- CompensationtdatRelating to Embarg Merger.” For
more information on our change of control arrangetsiesee “Executive Compensation — Potential Teation Payments — Payments Made
Upon a Change of Control.”

Reduction in Force Benefits. We pay severance benefits to non-union full-timgleyees who are terminated in connection with a
reduction in force. Benefits are not paid if thepboyee voluntarily resigns or is terminated forfpemance reasons or in connection with the
sale of a business unit or in a transaction thagsrise to the change-of-control payments desg@b@ve. The amount of any applicable
severance payment is based on the terminated eegtotenure with us and willingness to waive claiere can range from two to 65 weeks
of the terminated employee’s base salary or wages.

Perquisites. Since 1999, we have made cash payments to ouersfio lieu of previously-offered perquisites, mafiyhich continue to be
offered by our peers. During 2008, these paymentsit executives ranged from $22,880 to $34,320.

Officers are entitled to be reimbursed for¢bet of an annual physical examination, plus eeldatavel expenses.

Under our aircraft usage policy, the CEO msg aur aircraft for personal travel without reimding us, and each other executive officer
may use our aircraft for up to $10,000 per yegrarsonal travel without reimbursing us. In all sealses, personal travel is permitted only if
aircraft is available and not needed for supersglirsiness purposes. For purposes of valuing guaitieg the use of our aircraft, we
determine the incremental cost of aircraft usagarohourly basis, calculated in accordance witHiegiple guidelines of the Securities and
Exchange Commission. The cost of this usage maybstantially higher under certain alternative cadtulation methodologies.

As explained in greater detail in our 2006xgretatement, prior to the Sarbanes-Oxley Act df2@ve funded supplemental life insurance
benefits to our officers in excess of those geheedforded to employees. These benefits were pievipursuant to endorsement “split-dollar”
insurance agreements between us and our officevhich CenturyTel and the officer’s beneficiariesuld share death benefits payable under
life insurance policies procured by us. In 2002,suspended payment of further premiums under thig-tollar” policies insuring the lives of
our executive officers, but resumed paying premium006 under restructured arrangements approye¢debCompensation Committee. Th
restructured arrangements, among other thinggyatielius to pay premiums on the executive officerspective insurance policies sufficient to
provide the same death benefits available undepribbe agreements, and entitle the executive offite purchase additional post-retirement
coverage at their cost and to receive related tagsgup cash payments in amounts sufficient to emsgte them for income and employment
taxes incurred as a result of our premium payments.
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For more information on each of the items urbis heading, see the Summary Compensation Egdgearing below under the heading
“Executive Compensation.”

Other Employee Benefits. We maintain stock purchase plans that enable niastreemployees to purchase Common Shares on tatgac
terms. We also maintain certain broad-based emplaydfare benefit plans in which the executiveadfs are generally permitted to
participate on terms that are either substantgihilar to those provided to all other participaotsvhich provide our executives with enhanced
benefits upon their death or disability. We alsantean a supplemental disability plan designednsuge disability payments to our officers in
the event payments are unavailable from our diggliilsurer. The Board has elected to invest Cefitel's matching contribution under the
401(k) Plan in Common Shares so as to further aigployees’ and shareholders’ financial interests.

Our Compensation Decision-Making Process

Compensation Committee. The Compensation Committee of our Board establishgdements, administers and monitors our progrions
compensating executive officers. The Committee gagéts own consultants. As described in more de¢tow under “- Triennial Review
Process,” the consultants assist the Committeesigd executive compensation programs, to determitegher the Committee’s philosophy
and practices are reasonable and compatible wéthefiing practices, to gather data on the compé@rsahid to executives at other companies,
and to provide guidance on specific compensatieal$ebased on industry trends and practices.

As described further below, the Compensatiom@ittee’s compensation decision-making processires|a careful balancing of a wide
range of factors involving the group and individpatformance and responsibilities of our executass the competitive compensation
practices of other companies. Except with respeannual cash bonuses, the Committee does nottipicse quantitative formulas to
determine compensation or assign weights to thewsfactors considered.

The Compensation Committee also establishggeiments, administers and monitors our directoitgggompensation programs. The
Nominating and Corporate Governance Committee@Bibard is responsible for approving cash compamrsaf our directors, and typical
works closely with the Compensation Committee aadonsultants to review prevailing director congaion trends and practices.

As explained further in our committee charterg Board reviews all compensation actions takethe Board’s committees. Unless
otherwise provided by our charters or applicable lese committee actions are subject to ratificaby the Board.

Triennial Review Process . Over the past decade, the Committee has reta@idegendent consulting firms every three yearstalact a
detailed review of compensation philosophy, prastiand programs, including the structure of ouuahand longerm incentive compensati
programs. During these comprehensive trienniakrgsj the Committee has typically sought to confinat its philosophy and practices are
reasonable and comparable to those of similar caiapato reconfigure our executive compensatiogamms if necessary to improve them or
conform them to prevailing practices, to set ansaddries, and
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to establish target levels of incentive compensatiobe granted to each executive officer durirggupcoming three-year period. During the
second and third year of each of these three-ye@ogs, the Committee generally consults withritdeipendent consultants to determine if
changes to the thregar program are necessary or appropriate, anstablesh the specific salary and annual incentapensation payable
the executives for the upcoming year.

For several years, the Committee has completedennial or annual review in February in aomgtion with the first regularly scheduled
board meeting of the year. This enables the Coraeiti approve in February all executive salarystdjents and bonus awards shortly
following the completion of our performance reviprocess and the release of our financial resuttthiopreviously-completed calendar year.
The Committee also periodically adjusts salariesttatr times of the year if necessary to refleohmotions or other changes in job
responsibilities.

Since late 2004, the Committee has engagegé\WwaierhouseCoopers LLP as its compensation cansulh February 2008, the Committee,
following several months of work with PricewaterBeCoopers, adopted a thrgear executive compensation program covering 20089 ani
2010. In connection with this triennial review, tBemmittee and PricewaterhouseCoopers comparedfficer compensation to the following
three benchmarks:

. broad-based compensation data for top executigastelecommunications companies and from othergamies with revenues
comparable to ours, all of which was derived fraamious national surveys and adjusted for a

. a 1t-company“financia” peer group of communications companies with meddaanues generally comparable to c

. a 1l4-company“industry’ peer group of telecommunications and cable compe

Although the Committee reviews all three of thesadhmarks, it affords the greatest weight to tlwathbased survey data, and the next
greatest weight to the “financial” peer group. Tmelustry” peer group is used principally to confithe relevancy of the first two benchmarks
to our industry. Each year the Committee revievesapropriateness of the peer groups, and makestawints to reflect mergers, sales,
corporate reorganizations or other industry changes

In connection with our review of executive quansation in early 2008, we compared our officengensation to the three benchmarks
described above. As part of this review, in eaflp@the Committee expanded the “industry” peer grouconsist of the following 14
companies: Cincinnati Bell, Citizens Communicationdndstream, Telephone & Data Systems, Embarg @atjpn, Alltel, Qwest
Communications, Sprint Nextel, AT&T, Verizon Comnieations, Comcast, Time Warner Cable, Charter Conmoations and Mediacom
Communications, and the Committee adjusted thatfimal” peer group to consist of the following Idmpanies: Alltel, Primus Telecomm
Group, Cincinnati Bell, IDT Corporation, Liberty @ial, Citizens Communications, US Cellular, Teleph& Data Systems, Cablevision
Systems, Qwest Communications, Embarq Corporafibngdstream, Global Crossing, MetroPCS Communicatiemd Dobson
Communications.
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In each year since 2005, the Committee armkReterhouseCoopers used the benchmarking datadomine median amounts of salary,
annual bonuses and equity compensation paid taiéxes comparable to ours (as well as salary lexgiml to the 7% percentile). In
determining how much to compensate each officerGbmmittee also extensively reviewed a wide rafgeher factors, including the
officer’s individual performance and particular séskills, the anticipated degree of difficulty @placing the officer with someone of
comparable experience and skill, the role the effidays in maintaining a cohesive management teahimproving the performance of oth
the role the officer may have played in any re@xtitaordinary corporate achievements, the officenaire with us and within the
telecommunications industry, the officer’s pay tekato other officers and employees, the officgr®r compensation in recent years, the
financial community’s assessment of managementfpeance, and the recent performance of Centuryfelssessing our performance, we
typically review how our actual revenues, cash f#pnet income and other measures of financial padace relate to amounts previously
projected by us or market participants, as wethasesults of peer telecommunications companiesalsb assess operational benchmarks,
such as our access line losses or customer grow#idtion to our competitors. Although we asseshefficer’s individual performance in
connection with establishing all components of cengation, we typically weigh this factor more h&afor salary determinations and less
heavily for bonuses, which tend to be allocated rgrtbe officers primarily on the basis of theirééwef responsibility and pay grade.

Each year, we compile lists of compensatida dalating to each of our executives. These “tslfigets” include the executive’s salary,
annual cash incentive award, equity-based compensaerquisites, pension benefit accruals andratbmpensation. The tally sheet also
shows the executive’s holdings of our Common Shanelsaccumulated unrealized gains under prior gdusised compensation awards. The
Compensation Committee uses these tally sheeitnae the total annual compensation of the exexofficers, and to assess the executive
officers’ wealth accumulation from our compensatiwagrams. During 2008, the Committee’s reviewadlf/tsheets helped confirm that our
compensation levels were generally commensuratetivitse of our peers, which helped us to attairpeelominate goal of offering
competitive compensation packages.

Annual Bonus Procedures. To administer our annual bonus program, we mairftpa shareholder-approved short-term incengila for
certain of the executive officers and (ii) an arinneentive bonus plan for other officers and masragin connection with both of these bonus
plans, in February of each year our Compensatianr@ittee

. establishes performance objectives, and for eathrdnes “targe” level of performance, as well “minimun” and“maximun”
threshold levels of performan

. determines the relative weight each performanceative should receive in connection with calculgtaggregate bonus payme
. establishes the amount of bonus payable if theyét” level of performance is attained, whichyisitally defined in terms of a
percentage of each offi’s salary
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Upon completion of the fiscal year, the CFQuats our actual operating results in accordandle thie Committee’s long-standing written
procedures designed to eliminate the effects ahexdinary or non-recurring transactions that weseknown or anticipated on the date the
performance goals were established. The CFO theypares our adjusted operating results to the pierdéned minimum, target and
maximum levels for each performance objective, @aldulates a blended rate of our attainment op#réormance objectives. These
determinations and calculations are provided irtimgito the Committee for its review and approval.

We have traditionally believed that companglevperformance should be the major determinariteoftmount of annual incentive bonuses
for our executive officers. Nonetheless, the bguaygable to the CEO in accordance with these praesds subject to the “negative discretion”
of the Committee to reduce the calculated bonusneay. The bonuses payable to each other execufigerdn accordance with these
procedures is subject to the “negative discretimiithe CEO to reduce the calculated bonus paymesgdon his assessment of the officer’s
performance during the prior year, including areasment of the degree to which such officer atthfrie or her individual performance goals
for such year.

Under our annual bonus programs, the Commitiae pay the annual bonuses in cash or stock. ib@e, the Committee has paid these
bonuses entirely in cash. The Committee believgipgannual bonuses to our executives in cashpsogpiate because:

. the executives are already receiving over halheirtoverall compensation in the form of equityrgs

. the executive has fully earned his bonus, whictde@ot believe should be subject to the furthde oisloss associated with equ
grants, ant

. use of cash diversifies the compensation mix apdgnts us from ov-reliance on equity grant

Annual Equity Grant Procedures. Under our equity incentive plans, the exerciseepof any stock options awarded by us must equal o
exceed the closing price of our stock on the datgant (or, if the markets are closed on such,datimmediately preceding trading date). As
explained further above, any annual grants of stoe#trds to executives are made at the Committegidarly scheduled meeting in February.
Grants of stock awards to newly hired executivécef who are eligible to receive them are madbehext regularly scheduled Committee
meeting following their hire date. Under our optiaricing policies that govern all other employeg@semployees receive their options as of the
fifth business day of the month that follows imnegdly after the month in which we complete our aimuoerit review process (typically in
February or March) and (ii) newly hired or promotatployees receive their award of stock optiontherfifth business day of the month that
follows immediately after the month in which the &ired or promoted.

Role of CEO in Compensation Decisions . Although the Compensation Committee approvesatipensation decisions for the executive
officers, each year it receives the CEQ’s recomratads, particularly with respect to executive Eaka The Committee believes the CEO is
better able than it to assess:
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. the relative strengths and weakness of the otreutives and their recent performal

. the possibility that differences in compensatomong similarly situated executives could negagiwelpact morale, cohesion,
teamwork or the overall viability of the executigemup, anc

. the relative vulnerability of executives to jobisdhtions from competitors

The Committee considers the CEO’s recommendatismmsa of the many factors it uses to establish emsgtion levels for each executive.

In addition, the CEOQ is responsible for apjmguwhe annual salaries and bonuses of our nonagéixefficers, including approval of
appropriate annual performance goals for suchaficThe CEO also approves all equity compensaticards to the non-executive officers,
acting under authority delegated by the Compens&i@mmittee in accordance with our long-term incenplans. The Committee oversees
these processes and receives an annual reportlieo@EQO.

Compensation Matters Relating to Embarq Merger

Completion of the pending Embarqg Merger wilhstitute a change of control of CenturyTel. Agsult, each executive and other officer
covered by change of control arrangements willritéled to compensation and benefits commensurétetivose in effect at the time of the
closing of the transaction, and will further beited to the benefits described above if they areninated without cause or resign with “good
reason” during certain specified periods afterdlosing. See “- Other Benefits — Change of Confrahngements.” In connection with the
Embarqg Merger, (i) substantially all of our topio#frs agreed to forego the right under their chaxfg®ntrol agreements to resign during the
30-day period following the first anniversary oétblosing and receive severance benefits in cormmmettterewith, (i) we amended several of
our broad-based and executive benefit plans, imfuamendments to our incentive compensation pleatsdefer accelerated vesting of
outstanding equity awards until the consummatioa ofiange of control, and (iii) substantially dlbar top officers and managers agreed that
their outstanding equity awards will not vest spke$ a result of the Embarg Merger, provided thahsawards will vest upon a termination of
the award holder’'s employment by us without caudeydhe award holder’s resignation with “good @a$ For information on rights that
certain of our directors have waived in connectigtn the Embarg Merger, see “Director Compensatioi©ash and Stock Payments.”

Prior to the closing of the Embarq Merger,imtend to establish a retention program that waly gash awards to various of our employees
who agree to remain employed by us for certainifipd@eriods to assist with the post-closing im&igpn of the companies. We currently do
not expect any of our executive officers to pap@éte in this program. In addition, in early 2008 @ompensation Committee shortened to t
years the vesting period of restricted stock isgoexlir officers to increase its potential to retdiem over the next couple of years and to ¢
our vesting period to that of Embarq Corporation.
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Discontinuance of Supplemental Executive RetiremerRlan

As noted above, in early 2008 the Compensa&immmittee completed a comprehensive trienniaker@\of our compensation philosophies,
practices and programs. In connection with thisengywe decided to discontinue our Supplementakhtiee Retirement Plan. Specifically, '
(i) froze future benefit accruals effective Febgua®, 2008 and (ii) approved plan amendments p&ngiparticipants to receive in
January 2009 a lump sum distribution of the presahte of their accrued plan benefits. In connectigth making this decision, the Commit
determined that fewer companies were providingehse of benefits and that the plan was no longeessary in order to ensure that
CenturyTel was providing a competitive mix of pamsand other compensation benefits. To a lessengxhe Committee was also motivated
by a desire to remove the impact of plan liab#iteend expenses from CenturyTel's financial statesi@ine Committee noted that freezing the
plan could unsettle the financial planning of affis who had relied upon future accruals under ldue. g o partially alleviate these future lost
benefits, the Committee enhanced plan benefits) lydditing each active participant with three iddal years of service and (ii) crediting
each participant not accruing additional plan b#sefith three additional years of age in connettidth calculating the present value of any
lump sum distributions made in 2009.

Forfeiture of Prior Compensation

Our officers have agreed to forfeit certairttedir equity compensation awards (and to retummstany cash, securities or other assets rec
by them upon the sale of Common Shares they aahtlireugh certain prior awards) if at any time dgrtheir employment with us or within
18 months after termination of employment they gega activity contrary or harmful to our interesi®ie Compensation Committee is
authorized to waive these forfeiture provisiong determines in its sole discretion that suchacts in our best interests. We have filed with
the Securities and Exchange Commission copiesofoom of incentive agreements containing theséefture provisions.

We have never to our knowledge restated oaniial statements, and currently have no forméitips regarding whether we would adjust
previously-awarded annual incentive bonuses iretlent we restated the financial statements uponhwdich bonuses were based. Under
certain circumstances, however, equity awards ljgatile executives could be subject to forfeiturdermthe provisions summarized in the
preceding paragraph. In addition, certain laws waatjuire our CEO and CFO to reimburse us for iticertompensation paid or trading
profits earned following the release of financialtsments that are subsequently restated due grimiatoncompliance with SEC reporting
requirements caused by misconduct.

Other Compensation Matters

To the extent that it is practicable and cstesit with our executive compensation objectivesseek to comply with Section 162(m) of the
Internal Revenue Code and the regulations adoptréunder in order to preserve the tax deductitbfitperformance-based compensation in
excess of $1 million per taxable year to each ofdfficers. Since 2006, the Compensation Commtteelected to maintain our CEQO’s salary
at $1 million principally to preserve its tax detlbdity. However, if compliance with Section 162(roonflicts with our compensation
objectives or is contrary to the best interestthefshareholders, we will pursue
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those objectives, regardless of the attendantt@kidations. In each of the last several yearsgreated timevested restricted stock that did
qualify as performance-based compensation undeo8ei62(m).

We believe that our compensation programsteraa appropriate incentive for our senior managgebenefit from appreciation in the value
of our stock. Although we have reviewed the masftsnposing mandatory security ownership requiretsewe have thus far chosen not to do
so, primarily because such requirements could chas#ships for officers with less tenure or lowet worth, and because we saw no
compelling need to mandate rigid requirements. &g we have not adopted any formal prohibitigiaimst our officers hedging the
economic risk of their holdings of our Common Skardthough we believe that excessive use of sedyimg could undercut the benefits of
our equity incentive programs, we do not belieat thur officers have acted in such manner. We fgdaontinue to periodically assess the
merits of adopting ownership requirements or heglgirohibitions in the future.

COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed ssaidsed with management the report included aboderuhe heading “Compensation
Discussion and AnalysisBased on this review and discussion, the Compems&ommittee recommended to the Board that the @osgiior
Discussion and Analysis report be included in ghisxy statement and incorporated into our Annugld®eon Form 10-K for the year ended
December 31, 2008.

Submitted by the Compensation Committee of thedBafaDirectors.

C. G. Melville, Jr. (Chairman) James B. Gaedn  Fred R. Nichols

EXECUTIVE COMPENSATION

Overview

The following table sets forth certain infortioa regarding the compensation of (i) our printigeecutive and financial officers and (ii) ei
of our four most highly compensated executive efficother than our principal executive and findnaficers. In this proxy statement, we
sometimes refer to these six executive officerhasnamed officers.” Following this table is adadiital information regarding incentive
compensation, pension benefits, deferred compemsatid potential termination payments pertaininthéonamed officers. For additional
information on the compensation summarized belosvather benefits, see “Compensation Discussionfaradysis.”
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Summary Compensation Table

Name and Restricted Stock Non-Equity Change in
Principal Stock Option Incentive Plan Pension All Other
Position Year Salary Awards @) Awards 1)@ Compensation®  Value ¥ Compensation(®) Total

Glen F. Post, Il 200¢ $1,000,00! $2,200,17. $ = $ 864,50( $6,759,67! $1,079,05! $11,903,40
Chairman of the 2007 1,000,00! 1,437,291 4,610,601 1,358,501 —(©) 567,36« 8,973,76!
Board and Chie 200¢ 1,000,001 1,244,23: 1,449,39- 702,00( 497,55. 586,05: 5,479,22i
Executive Office

Karen A. Pucket 200¢ 640,77: 851,55( 751,86: 468,72} 1,770,11! 447,37¢ 4,930,39:i
President and Chie 2007 622,08t 565,45¢ 684,82! 715,09( 93,90: 254,98¢ 2,936,35!
Operating Officel 200¢ 602,38 492,85! 287,06: 357,81t 180,78: 252,83¢ 2,173,731

R. Stewart Ewing, J 200¢ 574,92: 708,76( — 344,09: 2,778,64. 484,08 4,890,50:
Executive Vict 2007 558,11: 470,35¢ 1,041,25! 524,90: —(© 328,16¢ 2,922,79:
President and Chie 200¢ 540,44¢ 409,96¢ 852,50( 262,65t 359,13« 110,56 2,535,26'
Financial Officer

David D. Cole 200¢ 412,82¢ 462,90! 406,00t 247,07¢ 1,591,311 270,63« 3,390,76!
Senior Vice 2007 400,74 308,43: 369,80! 376,90( —(© 171,85 1,627,73.
President— 200¢ 388,02( 268,83( 155,01 188,57¢ 172,84¢ 170,41¢ 1,343,70!
Operations Suppol

Stacey W. Gof 200¢ 401,08¢ 462,90! 406,00¢ 240,05: 835,88¢ 251,95¢ 2,597,809
Senior Vice Presiden 2007 385,62¢ 308,43: 369,80 362,68 14,07¢ 153,19( 1,593,81
General Counse 200¢ 339,18« 268,83( 155,01 178,84t 110,67t 142,49; 1,195,04.
and Secretar

Michael E.Maslowsk 200¢ 353,71. 462,90! 507,77. 188,17! 858,85 301,35¢ 2,672,771
Senior Vice Presidet 2007 343,39¢ 308,43: 455,44¢ 287,07 134,11t 196,85( 1,725,31
and Chief Informatiot 200¢ 332,52: 268,83( 155,01 143,65( 294,97 196,27¢ 1,391,271
Officer

(1) The amounts shown in this column reflectekpense recognized by us with respect to thesedaviar financial statement reporting

(@)

3)
(4)

()

purposes for the respective years under SFAS 128(f¢h requires us to spread the compensationafdke award of each recipient
proportionately over the requisite service peridee footnote 14 entitled “Stock Compensation Progfaf the notes to our audited
financial statements included Appendix Aor an explanation of material assumptions thatsed to calculate the fair value of these
stock awards

Under SFAS 123(R), the amounts reflectedhis ¢column are higher for named officers who hat&irged early retirement age because
their awards are amortized over a shorter periedaBse Mr. Post and Mr. Ewing are eligible to es#iarly, related compensation costs
associated with their 2006 and 2007 option graatetbeen recognized over the period from datearftghrough their respective
retirement eligible dates. All of Mr. Post’s and.NBwing’s grant date fair value related to thei0@@&nd 2007 grants was recognized as
compensation expense for the year in which suchtgsaere made, except that only approximately 58¥ro Post's grant date fair valt
related to his 2006 option grant was recognize2l0@6 compensation expense. Before the end of ttingeperiod for his 2007 restricted
stock awards, Mr. Maslowski will become eligiblertdire early under the agreements governing bisksawards. As such, all of the
related compensation expense associated with Big 2@ards is being recognized over the period fiteerdate of grant through March
22, 2009, his early retirement eligibility daterfdl other named officers, the compensation cospread proportionately over the full
length of the awar' s mult-year vesting period. See Note 1 abc

The amounts shown in this column reflect gaasyments made under our annual incentive bonus fita performance in the respective
years. For additional information on the most rédeEmus payments, s“— Incentive Compensatic— 2008 Award” below.

Reflects the net change during each of the yeflested in the present value of the execu” accumulated benefits under the th
defined benefit plans discussed under “— PensiareBts.” The 2008 increases in value are attriblet@bimarily to enhancements made
to our Supplemental Executive Retirement Plan imeation with discontinuing the plan and distribgteccount balances to each
executive. For additional information, see “Compaim Discussion and Analysis — Discontinuance ufi@emental Executive
Retirement Pla/”

The amounts shown in this column are comprised) tfi¢ payment of cash in lieu of previor-offered perquisites, (ii) reimburseme
for the cost of an annual physical examination), iersonal use of our aircraft, (iv) contributiomsother allocations to our defined
contribution plans, (v) the payment of premiumdifainsurance policies, (vi) cash payments to cengate the executives for taxes
incurred by such life insurance premium payments(&i) the value of dividends paid on the execesivunvested restricted stock, in
each case for and on behalf of the named officefslbws:
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Insurance

Insurance Premium Ta» Restrictec
Cash Physical  Aircraft Contributions Premiums Reimbursemer Stock
Name Year Allowance Exam Use to Plans Paid Payment: Dividends Total
Mr. Post 200¢  $34,32( $4,53¢ $15,00( $ 94,34( $193,90: $131,16¢ $605,79¢ $1,079,05!
2007 34,32( 2,41¢ 8,46( 148,43. 193,90: 131,16 48,67 567,36«
200¢ 34,32( 2,10¢ 5,35( 144,38¢ 215,85« 146,01: 38,02¢ 586,05:
Ms. Pucket 200¢ 27,95( 4,93( 3,30( 54,23 71,51t 48,37¢ 237,07( 447,37!
2007 27,95( 1,67C 2,65¢ 83,37 71,51t 48,37¢ 19,44¢ 254,98t
200¢ 27,95( 1,67C 0 80,61¢ 75,87 51,32¢ 15,40( 252,83t
Mr. Ewing 200¢ 27,95( 0 0 43,99: 128,12: 86,66¢ 197,35 484,08
2007 27,95( 0 0 69,25 128,12: 86,66¢ 16,177 328,16¢
200¢€ 27,95( 2,69 82t 66,27¢ 0 0 12,81( 110,56:
Mr. Cole 200¢ 27,95( 0 0 31,58¢ 49,11¢ 33,22¢ 128,75( 270,63«
2007 27,95( 0 0 50,95( 49,11¢ 33,22¢ 10,60¢ 171,85:
200¢ 27,95( 0 2,27¢ 47,997 49,98¢ 33,81 8,40( 170,41¢
Mr. Goff 200¢ 27,95( 0 6,07¢ 30,55! 34,97: 23,65 128,75( 251,95¢
2007 27,95( 2,42¢ 5,33( 48,24 34,97: 23,65 10,60¢ 153,19(
200¢ 27,95( 0 6,422 42,84( 33,92¢ 22,95 8,40( 142,49;
Mr. Maslowski 200¢ 22,88(  4,91¢ 0 25,63 71,08¢ 48,08¢ 128,75( 301,35!
2007 22,88( 2,33¢ 0 41,84¢ 71,08¢ 48,08¢ 10,60¢ 196,85(
200¢ 22,88( 3,37¢ 0 36,97 74,35 50,29t 8,40( 196,27¢

The increase in each execu’s restricted stock dividends for 2008 reflectsittueease in our quarterly dividend rate effected-year
2008. For additional information on these paymemts benefits, see “Compensation Discussion andy&isal— Other Benefits —
Perquisite¢”

(6) Messrs. Post, Ewing, and Cole experienced negealimages in the value of their pensions in 2007 (@rly due to changes in 0
calculation methodologies designed to enhancedberacy of our valuations). Mr. Post’s pension dased in value by $169,272,
Mr. Ewing’s pension decreased in value by $47,an@, Mr. Cole’s pension decreased in value by $6B,8&C rules dictate that such
decreases be treated as a $0 Change in Pensioa fdalourposes of calculating total compensai
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Incentive Compensation

2008 Awards . The table and discussion below summarizes (i)dhge of potential payouts under the annual inceriionus awards
granted in February 2008 (and paid in February @88 (ii) grants of restricted stock made on Fabr21, 2008.

Grants of Plan-Based Awards

Estimated
Future Share
Payouts
Under Equity Grant Date
Range of Payouts Under 2008 Non- Incentive Fair Value of

Type of Award and Equity Incentive Plan Awards®  Plan Awards Stock
Name Grant Date Minimum  Target Maximum Target Awards
Glen F. Post, I Annual Bonus $325,00($650,00( $1,950,00 — —
Restricted Stock (2/21/0t — — — 127,390 $4,651,00
Karen A. Pucket Annual Bonus 176,212 352,425 1,057,27< — —
Restricted Stock (2/21/0t — — — 47,775 1,744,26¢
R. Stewart Ewing, Ji Annual Bonus 129,358 258,716 776,147 — —
Restricted Stock (2/21/0t — — — 39,810 1,453,462
David D. Cole Annual Bonus 92,886 185,773 557,318 — —
Restricted Stock (2/21/0t — — — 25,800 941,958
Stacey W. Gof Annual Bonus 90,245 180,490 541,469 — —
Restricted Stock (2/21/0t — — — 25,800 941,958
Michael E. Maslowsk Annual Bonus 70,742 141,485 424,454 — —
Restricted Stock (2/21/0t — — — 25,800 941,958

(1) These columns provide information on the poteft@aius payouts approved with respect to 2008 pedoo®. For information on tt
actual amounts paid based on 2008 performanceiarigz=e the column of the Summary CompensatiofeTabeled “Non-Equity
Incentive Plan Compensation.” As described furtieow, the failure to meet the “minimum” threshédels of performance would
result in no annual bonus payme

(2) Calculated in accordance with SFAS 123(

In February 2008, the Compensation CommitfemioBoard elected to base the amount of the safiicers’ 2008 annual incentive
bonuses on whether we attained “minimum,” “target*maximum”threshold levels of 2008 operating cash flow (dighbd at $1.173, $1.2!
and $1.297 billion, respectively) and 2008 end-useenues (established at $1.382,$1.455 and $biizfh, respectively). In each case,
attainment of less than 95% of the target amoustaesigned to result in no bonus payment, anchattit of more than 105% of the target
amount was designed to result in three times timidpayable for attaining the target level of penfance. For these purposes, “operating cash
flow” meant our operating income plus depreciatioil amortization, and “end-user revenues” meantaiatl operating revenues lessetwork
access” revenues and certain other smaller revesm@onents included in the category described tetdrevenue irAppendix Ao this
proxy statement. In both cases, we
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adjusted these amounts to eliminate the effectxtwhordinary or non-recurring transactions in adance with procedures further described
elsewhere herein. For purposes of calculating ¢fueegate bonus payment, attainment of the operatinh flow and end-user revenue targets
were weighed 60% and 40%, respectively. As repartékde Summary Compensation Table above, thesedaweasulted in cash payments to
our named officers ranging from $188,175 to $86@,%r additional information, see “Compensatiosddssion and Analysis — Annual
Incentive Bonuses.”

The restricted stock issued to our executffiears on February 21, 2008 vests over a five-yeaiod, with one-fifth of the shares having
vested on February 21, 2009 and one-fifth vestmgebruary 21, 2010, February 21, 2011, Februarp@12, and February 21, 2013,
respectively. The holders of these shares of otstristock are recognized as the owners of sugkeshand, accordingly, receive dividends \
respect thereto.

Subject to limited exceptions, the vestinghef above-described restricted stock will acceteifathe officer dies or becomes disabled or
CenturyTel experiences a change of control, and acaglerate under certain other circumstances.elVesting provisions are described
further in our shareholder-approved 2005 Managernmeentive Compensation Plan, a copy of which weetded with the Securities and
Exchange Commission. As described further undenf@nsation Discussion and Analysis — Compensatiatidvs Relating to Embarq
Merger,” substantially all of our top officers hazgreed to waive certain of their rights to acadkt vesting in connection with the Embarq
Merger. All of these awards are subject to forfietii the officer competes with us or engages iaie other activities harmful to us, all as
specified further in the forms of incentive agreaisehat we have filed with the Securities and Exgfe Commission. See “- Potential
Termination Payments.”

Outstanding Awards . The table below summarizes information on stqafioms and unvested restricted stock outstandim@eaember 31,
2008.
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Outstanding Equity Awards at December 31, 2008)

Option Awards Stock Awards
Market
Number of Value of
Number of Securities Underlying Option Option Shares That Shares That
Unexercised Options Exercise Expiration Grant Have Not Have Not
Name Exercisable Unexercisable@ Price Date Date Vested®) Vested
Glen F. Post, I 320,00( 0 $34.6: 2/21/201( | 2/25/0¢ 46,80(4  $1,279,04-
92,66¢ 0 32.9¢ 2/25/201: | 2/17/0¢ 23,40( 639,52.
160,00( 0 28.3¢ 2/25/201. | 2/20/0¢ 35,10( 959,28
200,00( 0 33.4( 2/17/201! | 2/26/0i 46,80( 1,279,04.
133,33 66,66¢ 35.41 2/20/201( | 2/21/0¢ 127,39( 3,481,56!
66,66¢ 133,33 45.9( 2/26/201°
Karen A. Pucket 60,00( 0 $32.9¢ 2/25/201: | 2/25/0¢ 22,00(4 601,26(
75,00( 0 33.4( 2/17/201! | 2/17/0¢ 8,80( 240,50
50,00( 25,00( 35.41 2/20/201¢ | 2/20/0¢ 13,20( 360,75t
25,00( 50,00( 45.9( 2/26/201° | 2/26/0: 17,60( 481,00¢
2/21/0¢ 47,77" 1,305,69:
R. Stewart Ewing, Ji 40,00(®) 0 $32.9¢ 2/25/201: | 2/25/0¢ 18,30(4) 500,13
62,50 0 28.3¢ 2/25/201: | 2/17/0¢ 7,32( 200,05¢
62,10(® 0 33.4( 2/17/201! | 2/20/0¢ 10,98( 300,08
41,66 20,83t 35.41 2/20/201( | 2/26/0i 14,64( 400,11:
20,83¢ 41,66¢ 45.9( 2/26/201° | 2/21/0¢ 39,81( 1,088,00
David D. Cole 85,00( 0 $34.6: 2/21/201( | 2/25/0¢ 12,00(4 327,96(
81,00( 0 32.9¢ 2/25/201: | 2/17/0¢ 4,80( 131,18
27,001 0 28.3¢ 2/25/201. | 2/20/0¢ 7,20( 196,77¢
40,50( 0 33.4( 2/17/201! | 2/26/0 9,60( 262,36¢
27,00( 13,50( 35.41 2/20/201¢ | 2/21/0¢ 25,80( 705,11
13,50( 27,00( 45.9( 2/26/201
Stacey W. Gof 50,00( 0 $34.2( 8/26/201: | 2/25/0¢ 12,00(4 327,96(
27,00( 13,50( 35.41 2/20/201( | 2/17/0¢ 4,80( 131,18
13,50( 27,00( 45.9( 2/26/201° | 2/20/0¢ 7,20( 196,77¢
2/26/07 9,60( 262,36¢
2/21/0¢ 25,80( 705,11
Michael E. Maslowsk 19,14: 0 $45.5¢ 3/24/200¢ | 2/25/0¢ 12,00(4 327,96(
13,50( 13,50( 35.41 2/20/201¢ | 2/17/0¢ 4,80( 131,18
13,50( 27,00( 45.9( 2/26/201° | 2/20/0¢ 7,20( 196,77¢
2/26/07 9,60( 262,36¢
2/21/0¢ 25,80( 705,11
(1) Allinformation on exercisability, vesting and matk/alue is solely as of December 31, 2008. Sombeobptions or restricted stock lis

(@)

3)

(4)
(5)

above may have vested, become exercisable or lxeecised since such date. Each of the named dffidver than Mr. Maslowski has
agreed that his or her outstanding equity awardlswaf vest upon the consummation of the Embargdderbut will instead vest upon a
termination of the executive’s employment by Ceyitied without “cause” or by the executive for “googhson,” in each case as defined
pursuant to each execut’'s change of control agreeme

Our options generally vest at a rate of-third per year over the first three years of tin-year option term. Our options expiring in 2C
and 2015 vested one-third immediately with the rieder vesting over the following two years. Also Jate 2005, the Company
accelerated the vesting of all then-outstandingopt In addition, subject to footnote 1, our opicaccelerate and become immediately
exercisable in full upon a change of control of teyiTel or if the recipient dies, becomes disaldedetires.

Except as noted in footnote 4, all shares listetkutthis column are shares of restricted stockgbatrally vest as a rate of 20% per y
during the first five years after their grant ddteaddition, subject to footnote 1, vesting of oestricted stock accelerates upon a change
of control of CenturyTel or upon termination of thiicer's employment as a result of death or digtgbor, if permitted by the
Compensation Committee, retirement or terminatipiCbnturyTel.

All of these shares of restricted stock vestediihdn February 25, 200!

In 2006, Mr. Ewing transferred to his ex-wék of his options expiring in 2012 and 2014 awd-thirds of his options expiring in 2015
(relating to 185,000 Common Shares in the aggrggaftevhich 41,000 options have been exercised &eoember 31, 200!
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2008 Exercises and Vesting. The following table provides information on Comm@®hares acquired by the named officers during 2008 i
connection with the exercise of options and theingof restricted stock.

Option Exercises and Stock Vested

Option Awards Stock Awards
Number of Number of
Shares Shares
Acquired Value Realizec Acquired Value Realized
Name on Exercise On Exercise on Vesting on Vesting®
Glen F. Post, Il 0 $0 35,10( $1,227,79:
Karen A. Pucket 0 0 13,20( 461,73t
R. Stewart Ewing, Ji 0 0 10,98( 384,08(
David D. Cole 0 0 7,20( 251,85¢
Stacey W. Gof 0 0 7,20( 251,85¢
Michael E. Maslowsk 0 0 7,20( 251,83¢

(1) Based on the closing price of the Common Shareb@mesting date

Pension Benefits

The following table and discussion summargession benefits payable to the named officers w@deur retirement plan qualified under
Internal Revenue Code Section 401(a), which pemrmdst of our employees (including officers) who d@ompleted at least five years of
service to receive pension benefits upon attairamdy or normal retirement age, (i) our nonquetifisupplemental plan, which is designed to
pay supplemental retirement benefits to officerarimounts equal to the benefits such officers wotherwise forego due to federal limitations
on compensation and benefits under qualified pland,(iii) our nonqualified supplemental executiggrement plan, which, prior to being
frozen (as described further in “Compensation Dis@n and Analysis — Discontinuance of Supplemdataicutive Retirement Plan”),
offered additional retirement benefits to a setgoup of our senior officers who had completeceast five years of service. We refer to these
defined benefit plans below as our qualified pltaur, supplemental plan and our SERP, respectively.
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Pension Benefits

Present

Numbers of Value of
Years Credited  Accumulated

Name Plan Name Service® Benefit @
Glen F. Post, Il Qualified Plar 10 $ 879,30
Supplemental Pla 10 606,20:
SERP 25 11,926,16
Karen A. Pucket Qualified Plar 8 436,06
Supplemental Pla 8 204,48!
SERP 11 2,485,67.
R. Stewart Ewing, Ji Qualified Plar 10 946,08:
Supplemental Pla 10 269,28t
SERP 25 4,623,23.
David D. Cole Qualified Plar 10 640,28t
Supplemental Pla 10 108,35¢
SERP 25 2,372,74.
Stacey W. Gof Qualified Plar 10 261,55:
Supplemental Pla 10 83,06¢
SERP 9 997,20«
Michael E. Maslowsk Qualified Plar 9 1,209,98
Supplemental Pla 9 137,09:
SERP 12 1,014,122

(1) In accordance with our plans and practidesse figures correspond to the named officers’reeatiCenturyTel, unless otherwise noted in
the discussion belov

(2) For the qualified plan and supplemental plan, tHiggges represent accumulated benefits as of Dbeefil, 2008 (assuming t
executive remains employed by us and begins reagiégtirement benefits at the normal retirementa&des), discounted from the
normal retirement age to December 31, 2008 usitiga@unt rate of 6.6%. See Note 11 entitled “DeafiBenefit and Other Retirement
Plans” of the notes to our audited financial staets included i\ppendix Afor additional information. For the SERP, thesefies
represent the present value of the named o’s accrued SERP benefits, paid in a lump sum castitdition in early 200¢

The aggregate amount of a participant’s totahthly pension payment under the qualified angkipental plans is equal to the
participant’s years of service since 1999 (up tesximum of 30 years) multiplied by the sum of (3% of his final average pay plus (i) 0.5%
of his final average pay in excess of his compémsaubject to Social Security taxes. For thes@@ses, “final average pay” means the
participant’s average monthly compensation durireg80 consecutive month period within his lastytears of employment in which he
received his highest compensation.

Prior to the SERP being frozen in early 2Q88ticipants in the SERP were entitled to receivetisement benefit equal to (i) 3% of the
officer’s “average monthly compensation” (definegldw) times the officer’s years of service with(nst to exceed ten years) plus (ii) 1% of
the officer’s “average monthly compensation” tinlés years of service in excess of ten years oficemwith us (up to 15 additional years),
minus (iii) 4% of his estimated monthly Social

49




Table of Contents

Security benefits times his years of service wighup to a maximum of 25 years). Prior to the fitanze, “average monthly compensation”
was defined as the officer's average monthly coraptton during the 36 consecutive month period withis last ten years of employment in
which he received his highest compensation. Ppdits added to the plan after January 1, 2000wederedit only for service while a plan
participant. In connection with freezing the SERR008, we credited each named officer with thidditeonal years of service. For further
discussion of changes made in early 2008 to ban@failable to SERP participants, see “Compensd#tiscussion and Analysis —
Discontinuance of Supplemental Executive Retirenréai.”

Under each of the retirement plans, the corsgtion upon which benefits are based equals theeggtg amount of the participant’s salary
and annual cash incentive bonus. Although the pertstnefits described above are provided througaraée plans, the Company reserves the
right to transfer benefits from the supplementahpbr the SERP to the qualified plan to the exéiotved under Treasury regulations and o
guidance. The value of benefits transferred tajiredified plan directly offsets the value of betefn the supplemental plan or the SERP. In
2005, 2006 and 2007, we transferred benefits flrstipplemental plan and the SERP to the qualified, the incremental value of which v
be payable to the recipients in the form of enhdrasenuities or supplemental benefits.

The normal form of benefit payment under e@tliement plan is (i) in the case of unmarriedipgrants, a monthly annuity payable for the
life of the participant, and (ii) in the case ofmied participants, an actuarially equivalent mbyntmnuity payable for the lifetime of the
participant and a survivor annuity payable forlifetime of the spouse upon the participant’s deB#rticipants may elect optional forms of
annuity benefits under each plan and, in the chieeaqualified plan, an annuity that guaranteesyesars of benefits, all of which are
actuarially equivalent in value to the normal foofrbenefit. The enhanced annuities described iptioe paragraph may be paid in the form of
a lump sum, at the participant’s election. As désad further in “Compensation Discussion and Anghys Discontinuance of Supplemental
Executive Retirement Plan,” SERP participants vgiven the opportunity to receive in early 2009 musum distribution of the present value
of their accrued plan benefits. Most of the plartipgants (including all of the named officersgeted to receive a lump sum distribution of
benefits.

The normal retirement age under both of trevaeklescribed active plans is 65. Participants raagive benefits under both plans upon
“early retirement,” which is defined as attainingeab5 with five years of service. Under our quatifeand supplemental plans, the benefit
payable upon early termination is calculated uridenulas that pay between 60% to 100% of the béselgenefit and 48% to 92% of the
excess plan benefit, in each case with the lowerstemtage applying to early retirement at age Sbpmaportionately higher percentages
applying to early retirement after age 55. For ddal information on early retirement benefitggse see the early retirement provisions ¢
pension plans, copies of which are filed with tee&ities and Exchange Commission.

Glen Post, Stewart Ewing and Mike Maslowslei eurrently eligible for early retirement under thealified and supplemental plans.
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Deferred Compensation

The following table and discussion providdeimation on our supplemental dollars & sense plarich is designed to permit officers to

defer a portion of their salary in excess of theants that may be deferred under federal law gangmualified 401(k) plans.

Non-Qualified Deferred Compensation

Executive CenturyTel Aggregate
Contributions Contributions Aggregate Aggregate Balance at
in in Losses in Withdrawals/ December 31,
Name 2008 2008 2008®) Distributions 2008

Glen F. Post, I $200,35( $86,53: $(199,389) $0 $655,69:
Karen A. Pucket 85,60¢ 51,34: (69,129 0 339,81
R. Stewart Ewing, Ji 51,57: 34,79: (62,579 0 200,82:
David D. Cole 50,78¢ 23,10¢ (61,012 0 142,34¢
Stacey W. Gof 83,94¢ 27,67 (77,369 0 218,98
Michael E. Maslowsl 127,01¢ 20,78: (45,21%) 0 238,29(

@
@)
@)

on

All of these amounts in this column refleonhtributions by the officer of salary paid in 208&d reported as 2008 salary compensation in
the Summary Compensation Tat

This column includes our match of the offiserontribution under the terms of the plan. Weéeaflected all of these amounts as 2008
compensation in the column of the Summary Comparsa@able labeleAll Other Compensatio”

Aggregate losses in 2008 are net of interest, divild and distributions earned with respect to dedetompensation invested by
officers in the manner described in the text bel

Under our supplemental dollars & sense plarta of our senior officers may defer up to 25Btheir salary in excess of the federal limit
annual contributions to qualified 401(k) plagiarticipants may also defer up to 25% of the i&tett stock portion of their annual incentive

bonus award, but this deferral has been unavaikbte 1999, which was the last year that our drmarguses included a restricted stock
portion.) For every dollar that participants cortie to this plan up to 5% of their excess salas/add an amount equal to the total matching
percentage then in effect for matching contribudiorade by us under our qualified 401(k) plan (wHat2008 equaled the sum of all of the
initial 3% contributed and half of the next 2% admited). All amounts contributed under this suppdatal plan by the participants or us may

be

invested by the participants in the same broay ®f money market and mutual funds offered urcderqualified 401(k) plan. Participants

may change their investments in these funds atiare; We reserve the right to transfer benefitsnfitbe supplemental dollars & sense plan to
our qualified 401(k) or retirement plans to theesttallowed under Treasury regulations and othataguece. The value of benefits transferred to
our qualified plans directly offsets the value efbfits in the supplemental dollars & sense plaa.riéde transfers of this type in 2005 and
2006. Participants in the supplemental dollars Bsseplan normally receive payment of their accdnafinces in a lump sum once they cease
working full-time for us.
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Potential Termination Payments

The materials below discuss payments and hsrleat our officers are eligible to receive iéh(i) resign or retire, (ii) are terminated by us,
with or without cause, (iii) die or become disabtediv) become entitled to termination benefitddaing a change of control of CenturyTel.

Notwithstanding the information appearing belgou should be aware that our officers have abtedorfeit their equity compensation
awards (and profits derived therefrom) if they cetepwith us or engage in other activity harmfubto interests while employed with us or
within 18 months after termination. Certain othempensation might also be recoverable by us ureféaiio circumstances after termination of
employment. See “Compensation Discussion and AisalysForfeiture of Prior Compensation” for moredrhation.

Payments Made Upon All Terminations . Regardless of the manner in which our employeegleyment terminates prior to a change of
control, they are entitled to receive amounts ehrthging their term of employment (subject to tiséemtial forfeitures discussed above). With
respect to each such terminated employee, suchramimgelude his or her:

. salary and unused vacation pay through the datrwination, payable immediately in ce
. restricted stock that has ves

. benefits accrued and vested under our qualifiedsapglemental defined benefit pension plans, watyopts generally occurring
early or normal retirement ai

. benefits held in our qualified and supplementalraaf contribution plans, which the employee is galhefree to receive at the time
termination

. rights to continued health care benefits to thembtequired by lawn

Payments Made Upon Voluntary or Involuntary Terminations . In addition to benefits described under the headimgediately above,
employees terminated by us without cause priordbamge of control are also entitled to:

. exercise all vested options within 190 days oftdreination datt
. keep all unvested restricted stock if approved tnoy@ompensation Committe

. if the termination qualifies as a layoff, (i) ash severance payment in the amount described (@derpensation Discussion and
Analysis — Other Benefits — Reduction in Force Béag (ii) receipt of their annual target incentivbbonus, and (iii) outplacement
assistance benefit

None of the benefits listed immediately above agaple if the employee resigns or is terminateccéurse, except that resigning employee:
entitled to exercise their vested options withi® t&ys and employees terminated for cause coultestghe Compensation Committee to
accelerate their unvested restricted stock (whdaimlikely to be granted).

Payments Made Upon Retirement . Employees who retire in conformity with our retirent policies are entitled to:
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. exercise all of their options, all of which accelerupon retirement, within three years of theireeent date
. keep all unvested restricted stock if approved lnoy@ompensation Committe

. payment of their annual target incentive bo

. pos-retirement life, health and welfare bene

. all of the benefits described under the hea”— Payments Made Upon All Terminatic”’

Payments Made Upon Death or Disability . Upon death or disability, officers (or their esgtare entitled to (without duplication of
benefits):

. payments under our disability or life insurancengleas applicabl

. exercise all of their options, all of which accalerupon death isability, within two year:
. keep all of their restricted stock, whether vesiednvestec

. payment of their annual target incentive bo

. continued rights to receive (i) life, health andfaee benefits at early or normal retirement agehe event of disabilities of employe
with ten years of prior service, or (ii) health amelifare benefits payable to surviving eligible degdents, in the event of death of
employees meeting certain age and service requirest

. all of the benefits described under the headirgPayments Made Upon All Terminations,” except tfijatipon death benefits under
our retirement plans are generally available oalgurviving spouses and (ii) benefits payable totaley disabled employees under
our nonqualified defined benefit retirement plaresyrbe paid prior to retirement ag

Payments Made Upon a Change of Control . We have entered into agreements that entitle ebotraexecutive officers who are termina
without cause or resign under certain specifiedutirstances within three years of any change irraboft CenturyTel to (i) receive a lump si
cash severance payment equal to three times thefsath officer’'s annual salary and bonus, (igeige such officer’s currently pending
bonus, (iii) receive any such additional tax grapssash payments as may be necessary to compéimeate her for any federal excise taxes,
penalties or interest imposed upon contingent chamgontrol payments and (iv) continue to receigdain welfare benefits for three years.

Under the above-referenced agreements, a gehincontrol”’of CenturyTel would be deemed to occur upon (i) pesson (as defined in t
Securities Exchange Act of 1934) becoming the beiaébwner of 30% or more of the outstanding ComnStares or 30% or more of
combined voting power of our voting securities) &imajority of our directors being replaced, @nsummation of certain mergers, substa
asset sales or similar business combinationsypafiproval by the shareholders of a liquidatiomlissolution of CenturyTel.

All of the above-referenced agreements prothéebenefits described above if the officer resigith “good reason,” which we describe
further under the heading “Compensation DiscusaimhAnalysis — Other Benefits — Change of Controlbfigements.” Except as otherwise
described under such heading, all of the changeritrol agreements for our
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executives are substantially similar. We have fflauins of these agreements with the Securitiestathange Commission.

In the event of a change in control of Centigly our benefit plans provide, among other thirthat all restrictions on outstanding restricted
stock will lapse and all outstanding stock optiarnl become fully exercisable. In addition, pargiants in the supplemental defined benefit |
whose service is terminated within two years ofadhange in control will receive a cash payment eguthe present value of their plan bene
(after providing age and service credits of uphte¢ years if the participant is terminated by ithout cause or resigns with “good reason”),
determined in accordance with actuarial assumpspesified in the plan. Certain account balance®uour qualified retirement plan and
Union 401(k) Plan will also fully vest upon a changf control of CenturyTel.

As we describe elsewhere above, completigheEmbarq Merger will constitute a change of agraf CenturyTel under the change of
control agreements and arrangements covering @autixes and other officers. As described furtheve, substantially all of our top officers
have agreed in connection with the Embarg Mergéorego certain rights to which they would othemvize entitled upon a change of control.
See “Compensation Discussion and Analysis — Otlegrelits — Change of Control Arrangements.”

Estimated Potential Termination Payments. The table below provides estimates of the valugaginments and benefits that would become
payable if the named officers were terminated erttanner described below, in each case based @sshenptions described in the table’s
notes.
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Potential Termination Payments

Type of Termination of Employment (%)

Involuntary Termination
Type of Termination Upon a
Termination Without Change of
Name Payment() Cause® Retirement () Disability Death Control )

Glen F. Post, Il Annual Bonus $ 864,500 $ 864,50( $ 864,50( $ 864,50( $ 945,08
Equity Awards® 0 7,638,46. 7,638,46. 7,638,46. 7,638,46.
Pension and Welfai(”) 10,00( 22,00( 0 0 1,815,04l
Cash Severand®) 1,000,001 0 0 0 5,835,25i

$1,874,501 $ 8,524,96:

$8,502,96: $8,502,96. $16,233,83

Karen A. Pucket Annual Bonus $ 468,72! $ — $ 468,72' $ 468,72' $ 487,50¢
Equity Awards(®) 0 — 2,989,21' 2,989,21! 2,989,21!

Pension and Welfai(”) 10,00( — 0 0 777,61

Cash Severand®) 149,04( — 0 0 3,400,04

$ 627,76 —  $3,457,94 $3,457,94. $ 7,654,391

R. Stewart Ewing, Ji

Annual Bonus

$ 344,09 $ 344,09:

$ 344,09 $ 344,09 $ 352,43(

Equity Awards® 0 2,488,39° 2,488,39 2,488,339 2,488,39
Pension and Welfai(?) 10,00( 42,00( 0 0 926, 74¢
Cash Severanc® 579,48t 0 0 0 2,795,75

$ 933,58( $ 2,874,48!

$2,832,48! $2,832,48' $ 6,563,32!

David D. Cole Annual Bonus $ 247,07¢ $ — $ 247,07t $ 247,07t $ 282,19
Equity Awards(®) 0 — 1,623,40. 1,623,40. 1,623,40:

Pension and Welfai(") 10,00( — 0 0 473,72(

Cash Severand® 416,10« — 0 0 2,094,89

$ 673,18: $ — $1,870,481 $1,870,48! $ 4,474,21!

Stacey W. Gof Annual Bonus $ 240,05: $ — $ 240,05. $ 240,05 $ 241,09
Equity Awards® 0 — 1,623,40. 1,623,40; 1,623,40:

Pension and Welfai(?) 10,00( — 0 0 420,62(

Cash Severan®) 124,70: — 0 0 2,951,77

$ 374,75' $ — $1,863,45: $1,863,45: $ 5,236,89!

Michael A. Maslowsk Annual Bonus $ 188,17''$ 188,17* $ 188,17 $ 188,17' $ 194,72
Equity Awards(®) 0 1,623,400 1,623,40; 1,623,40. 1,623,40;

Pension and Welfai(") 10,00( 312,00( 0 0 807,53:

Cash Severand®) 89,12¢ 0 0 0 1,653,70

$ 287,300 $ 2,123,57° $1,811,57 $1,811,57 $ 4,279,36!

(1) All data in the table reflects estimates of theueadf payments and benefits assuming the namezkoffias terminated on December
2008. The closing price of the Common Shares oh date was $27.33. The table reflects only estimat@mounts earned or payable
through or at such date. Actual amounts can berdéated only at the time of termination. If a nanadficer voluntarily resigns or is
terminated with cause, he or she will not be extitb any special or accelerated benefits, butheilentitled to receive various payouts of
benefits that vested before the termination date. table reflects potential payments based updiysigal disability; additional benefits
may be payable in the event of a mental disab

(2) As further described above, upon termination of legmpent, the named officers may become entitlegt@ive certain specit
accelerated or enhanced benefits, including tHd tigreceive payment of their annual cash incerbionus, an acceleration of the ves
of their outstanding equity awards, current or emlea pension and welfare benefits, or cash severgayments. The table excludes
(i) payments or benefits made under broad-baset maarrangements generally available to all galdull-time employees and
(i) benefits, awards or amounts that the officasventitled to receive prior to termination of eayphent.

(3) The information in this column assumes the of’s termination qualifies as a layoff under Centut’s reduction in force policies. Tl
amounts listed in this column will not be payalflthe officer voluntarily resigns or is terminatfed cause
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(4)

(5)

(6)

™)

®)

(9)

Of the named officers, only Messrs. Post,ignand Maslowski are eligible to retire early under pension plans. The amounts reflected
under the “Retirement” column do not reflect theoaimt of lifetime annuity payments payable uponyegetirement. Assuming early
retirement as of December 31, 2008, Messrs. Pashgeand Maslowski would have been entitled to rhgnannuity payments of
approximately $12,730, $10,150 and $10,870, resmtgt over their lifetimes, some of which, in tbase of Mr. Ewing, may be payable
to his e;-wife under a qualified domestic relations orden: feother information, see footnote

The information in this column assumes theead officer became entitled at December 31, 20@Badenefits described above under “-
Payments Made Upon a Change of Control.” As deedribrther under such heading, (i) some of thesefits will accrue immediately
upon a change of control, regardless of whetheotfieer's employment terminates, and (ii) sometafse benefits have been waived by
each named officer other than Mr. Maslowski in aegtion with the Embarg Merge

The information in this row (i) reflects the incrental benefit to the named officer arising outhef &ccelerated vesting of his or her st
options and restricted stock caused by the termimatf employment, based upon the intrinsic metbbdaluation, (ii) assumes that the
Compensation Committee would not approve the aat#e of the named officer’s restricted stockhie event of an involuntary
termination, and (iii) subject to footnote 9, asssrthat the Compensation Committee would apprav@theleration of such restricted
stock in the event of the early retirement of Mos® Mr. Ewing or Mr. Maslowsk

The information in this row reflects only the inorental benefits that accrue upon an event of teatitin, and excludes benefits that w
vested on December 31, 2008. For information orptesent value of the named officers’ accumulattelits under our defined benefit
pension plans (including the value of lump sumritistions payable under the SERP in early 2009,"s®ension Benefits,” and for
information on the aggregate balances of the nasffezrs’ non-qualified deferred compensation, SeBeferred Compensation.” As
indicated above, the named officer would also hi#tled to receive a distribution of his or her 4kjLibenefits and various other broad-
based benefits

The information in this row excludes, in tteese of disability or death, payments made by arseer companies. For Stacey W. Goff only,
the information in this row includes, in the cas@ayments made in connection with terminationdeiing a change of control, payments
to compensate Mr. Goff for any federal excise tapesalties or interest payable as a result ofivexpchange of control benefit

Mr. Maslowski was not eligible for early retiremamtder certain of his equity incentive agreementd March 22, 2009; this amou
assumes the full acceleration of all of Mr. Masl&i’s equity grants upon his early retirement at year2008.
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DIRECTOR COMPENSATION
Overview. The table and the discussion below summarizes hewompensated our outside directors in 2008.

2008 Compensation of Outside Directors

Fees Earned or Stock All Other
Name Paid in Cash Awards Compensation(® Total
William R. Boles, Ji $107,50( $92,13( $11,50¢ $211,13¢
Virginia Boulet 138,50( 92,13( 11,50¢ 242,13!
Calvin Czeschir 110,00( 92,13( 11,50¢ 213,63!
James B. Gardn 133,00( 92,13( 11,50¢ 236,63!
W. Bruce Hanks 135,50( 92,13( 18,85( 246,48(
Gregory J. McCra 118,00( 92,13( 11,50¢ 221,63!
C. G. Melville, Jr. 134,50( 92,13( 11,50t 238,13
Fred R. Nichols 119,00( 92,13( 11,50¢ 222,63!
Harvey P. Perr 210,50( 92,13( 18,19: 320,82:
Jim D. Reppont 118,00( 92,13( 11,50¢ 221,63!
Joseph R. Zimme 119,00( 92,13( 11,50¢ 222,63!

(1) The amounts shown in this column reflect the dalaount recognized for financial statement repgrfinrposes in 2008 in accordar
with SFAS 123(R) related to grants of restrictestkton May 13, 2005, May 12, 2006, May 11, 2007 &iay 9, 2008. These grants vest
over three-year periods. The fair value of eachrdwsanted on May 9, 2008 was approximately $10m,80mputed in accordance with
SFAS 123(R). As of December 31, 2008, each of buwalisted directors held 5,318 shares of restrictedlstind the following directo
held the following number of options: Mr. Har— 46,000 options; Mr. Gardn— 16,000 options; and Mr. Zimm— 13,667 options

(2) Represents (i) for all directors, $11,50%lvidends paid on their unvested restricted stouk @) for Messrs. Hanks and Perry, $7,345
and $6,687, respectively, of reimbursements forctist of an annual physical examination and reltackl expenses. For information on
transactions with one of our directors, “Related Party Transactio”

Cash and Stock Payments . Each director who is not employed by us (whichrafer to as outside directors or nor@nagement directors)
paid an annual fee of $50,000 plus $2,000 for ditgneach regular board meeting, $2,500 for attepmdach special board meeting and each
day of the Boards annual planning session, and $1,500 for attergted meeting of a board committee. Outside dirsetto attend a direct:
education program are credited with attending draespecial board meeting (and are reimbursechfer telated expenses).

Currently the Vice Chairman of the Board isdpgupplemental board fees at the rate of $100p@0@ear. The Vice Chairman’s current
duties include (i) assisting the Chairman by ftafihg communications among the directors and maniy the activities of the Board’s
committees, (ii) serving at the Chairman’s requesthe board of any company in which we have aestment, (iii) monitoring our strategies
and (iv) performing certain executive successiarcfions.
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Currently (i) the chair of the Audit Committeepaid supplemental board fees at the rate ofd8®0per year and (i) the chair of the
Compensation Committee, the chair of the Nomina@oegmittee and the chair of the Risk Evaluation @utiee are each paid supplemental
board fees at the rate of $10,000 per year.

During 2008 the Compensation Committee autledreach outside director to receive 3,012 shdrBestricted Stock (which were valued
under the 2005 Directors Stock Plan at $100,008das the average closing price of the Common Stdrgng the 15 trading day period
preceding our 2008 annual meeting). In early 28®® Compensation Committee authorized a similamtgrayable to each outside director
serving on the day after our 2009 annual meetimguding those who intend to resign in connectidtihthe Embarq Merger. All of these
shares of Restricted Stock will vest over a threaryperiod, and the total value of these awardggeiterally be allocated over these three-year
vesting periods (as explained further in the fotéado the table above).

Under our director equity compensation plamvested shares of restricted stock immediatelyiaesll upon a change of control, such as
our pending business combination with Embarq Catian. The Merger Agreement requires us to usecommercially reasonable efforts to
obtain from each of our current directors who wihtinue to serve after the transaction closinggreement that his or her outstanding awards
under these plans will not vest solely as a resfutte closing.

Other Benefits . Each outside director is entitled to be reimbur@efbr expenses incurred in attending board androdtee meetings,
(ii) for expenses incurred in attending directoueation programs and (jii) up to $5,000 per yeatlie cost of an annual physical examination,
plus related travel expenses and the estimatednadaxes incurred by the director in connectiomwdceiving these medical reimbursement
payments.

Our bylaws require us to indemnify our direstand officers to the fullest extent permitteddoy so that they will be free from undue
concern about personal liability in connection witikir service to CenturyTel. We have signed agesgmwith each of those individuals
contractually obligating us to provide these indédation rights. We also provide our directors lwdustomary directors and officers liability
insurance.

Directors may use our aircraft in connectiathvCenturyTelrelated business. However, under our aircraft upatjey, neither directors ne
their families may use our aircraft for persongidr(except on terms generally available to albbaf employees in connection with a medical
emergency). We have arranged a charter servicethatutside directors can use at their cost feir tpersonal air travel needs. Although none
of our directors used this charter service duri@@&or 2008, one of our directors, Virginia Boulgied this service at her cost for one round-
trip in 2007.

PERFORMANCE GRAPH

The graph below compares the cumulative sitaleholder return on the Common Shares with theutative total return of the S&P 500
Index and the S&P Integrated Telecommunicationsitridr the period from December 31, 2003 to Decertie 2008, in each case assuming
(i) the investment of $100 on January 1, 2004 @ging prices on December 31, 2003, and (i) reitaest of dividends.
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[x] (PERFORMANCE GRAPH)

December 31
2003 2004 2005 2006 2007 2008
CenturyTel, Inc $100.0( $109.5: $103.1: $136.6¢ $130.4¢ $ 91.8¢
S&P 500 Inde» 100.0( 110.87 116.3! 134.6¢ 142.0¢ 89.51
S&P Telecom Inde(® 100.0( 113.7¢ 108.5¢ 162.8¢ 192.3¢ 144.0:

(1) The S&P Integrated Telecommunication Services Irmmsists of American Tower, AT&T Inc., CenturyTEmbarg Corporatior
Frontier Communications, Qwest Communications hdgonal, Sprint Nextel, Verizon Communications &ohdstream. The index is
publicly available

TRANSACTIONS WITH RELATED PARTIES

Recent Transactions

In exchange for legal services rendered tm 2908, we paid fees of $154,069 to The Boles Eam, a law firm owned by William R.
Boles, Jr., and $8,105 to a separate law firm owneldis sister. Mr. Boles, a director of Century$igice 1992, is President and a director and
practicing attorney with The Boles Law Firm, whichs provided legal services to us since 1968. dis@ted above under the heading
“General Information — Embarg Merger,” Mr. Bolegends to resign as a director upon completion e&mbarqg Merger.

We are one of the largest employers in Monkoejsiana and in several of our other markets, asdsuch, employ personnel related by |
or marriage throughout our organization. Severauwfexecutive officers or directors have familymieers employed
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by us, although none of them earn compensatiorndass of the threshold that would require detadisdlosures under the federal proxy rules.

Review Procedures

Early each year, our director of internal aulitributes to the audit committee a written m¢ftisting our payments to vendors, including a
list of transactions with our directors, officensemmployees. This annual report permits the inddeetndirectors to assess and discuss our
related party transactions. Although we have nm&dwritten pre-approval procedure governing relgtarty transactions, our CEO typically
seeks approval of the board before engaging imamyrelated party transaction involving significaotns or risks.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

The Securities Exchange Act of 1934 requirgsexecutive officers and directors, among othteréile certain beneficial ownership reports
with the Securities and Exchange Commission. JoReptimmel, a director, filed a delinquent repdracchange in beneficial ownership on
Form 4 in 2008 to report a donation that he madepdvate charitable foundation in 2006.

OTHER MATTERS

Conduct of the Meeting

The presence, in person or by proxy, of hadéra majority of the total voting power of the tify Shares is necessary to constitute a
guorum to organize the Annual Meeting. Shareholdetisg or abstaining from voting on any issue W# counted as present for purposes of
constituting a quorum to organize the Annual Megtin

If a quorum to organize the Annual Meetingiissent, directors will be elected by pluralityeeind, as such, withholding authority to vote
in the election of directors will not affect whettthe nominees named herein are elected. Assumijugiaum to organize the Annual Meetin
present, the affirmative vote of the holders ofaoarity of the voting power present or represergethe Annual Meeting will be required to
ratify the appointment of KPMG as our independertitor for 2009 and to approve the shareholder gsafs described further above. Shares
as to which the proxy holders have been instruieabstain from voting will be treated under thex@any’s bylaws as not being present or
represented for purposes of such vote, and witefioee not affect the outcome of the vote with eedfio any of these matters.

Under the rules of the New York Stock Excharigekers who hold shares in street name for custemmay, subject to certain exceptions,
vote in their discretion on matters when they haeereceived voting instructions from beneficialrers. Under these rules, brokers who d¢
receive such instructions will be entitled to vioteéheir discretion at the Annual Meeting with respto the election of directors and the
ratification of the appointment of the independaumditor, but will not be entitled to vote in théiscretion with respect to any of the sharehc
proposals. If brokers who do not receive votindringions do not, or cannot, exercise discretionatyng power (a “broker non-vote”) with
respect to
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any matter to be considered at the Annual Meeshgres that are not voted will be treated as ptésepurposes of constituting a quorum to
organize the Annual Meeting but not present or wétt respect to considering such matter. Becalselection of directors must be approved
by plurality vote and ratification of the indepentiauditor and approval of the shareholder progosaist be approved by the holders of a
majority of the voting power present or represeraethe Annual Meeting, broker non-votes with respe these matters will not affect the
outcome of the voting.

Valid voting instructions or properly executaxies received in time for the Annual Meetindl e voted at the Annual Meeting. You n
revoke your instructions or proxy at any time befgour votes are cast by filing with our Secretamyritten revocation or by duly submitting
voting instructions or an executed proxy at a ldege, or by attending the Annual Meeting and \gtimperson. Unless revoked, all validly
submitted voting instructions or properly execuypeadxies will be voted as specified and, if no sfieations are made, will be voted in favor of
the nominees, in favor of the ratification of theépendent auditor, and against the shareholdpopah

Management has not timely received any ndtiaeéa shareholder desires to present any mattactmn at the Annual Meeting in
accordance with our bylaws (which are describedvwgbther than the shareholder proposal describede and is otherwise unaware of any
matter for action by shareholders at the Annualtiigeother than those matters specified in the d¢otif the Meeting. Our proxy and voting
instruction cards, however, will confer discretiongaoting authority with respect to any other matteat may properly come before the Annual
Meeting. It is the intention of the persons nantetein to vote in accordance with their best judgino® any such matter.

The Chairman has broad responsibility andllagthority to conduct the Annual Meeting in anentg and timely manner. This authority
includes establishing rules for shareholders whshwo address the meeting. Copies of these rulebevavailable at the meeting. The
Chairman may also exercise broad discretion ingeizing shareholders who wish to speak and in deteéng the extent of discussion on each
item of business. In light of the number of busgigems on this year’'s agenda and the need to edeche meeting within a reasonable period
of time, we cannot assure that every shareholderwibhes to speak on an item of business will be &bdo so.

Shareholder Nominations and Proposals

In order to be eligible for inclusion in oUBID proxy materials pursuant to the federal prangs, any shareholder proposal to take action at
such meeting must be received at our principal @kez offices by November 30, 2009, and must comyith applicable federal proxy rules.
addition, our bylaws require shareholders to furtisely written notice of their intent to nominaalirector or bring any other matter before a
shareholders’ meeting, whether or not they wisim¢tude their proposal in our proxy materials. ngral, notice must be received by our
Secretary between November 8, 2009 and Febru&91& and must contain specified information conicgrramong other things, the matters
to be brought before such meeting and concerniaghlareholder proposing such matters. (If the ofatiee 2010 annual meeting is more than
30 days earlier or later than May 7, 2010, notiesintoe received by our Secretary within 15 daythefearlier of the date on which notice of
such meeting is first mailed to shareholders otliputisclosure of the meeting date is made.) For
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additional information on these procedures, seepi@@te Governance — Director Nomination Process.”

Annual Financial Report

Appendix Ancludes our Annual Financial Report, which is epted from portions of our Annual Report on FormKL@r the year ended
December 31, 2008 that we filed with the Securitied Exchange Commission on February 27, 200ditian, you have received or will
receive a separate booklet entitled 2008 ReviewCGlralrman’'s Message. Neither of these documeratpat of our proxy soliciting materials.

In connection with filing our Form 10-K repddr the year ended December 31, 2008, our chie¢ative officer and chief financial officer
made the certifications regarding our financiatltisures required under the Sarbanes-Oxley Ac0022and the regulations promulgated
thereunder. In addition, during 2008 our chief estee officer certified to the New York Stock Exatge that he was unaware of any violation
by us of the New York Stock Exchange’s corporateegoance listing standards.

You may obtain a copy of our Form 10-K report withait charge by writing to Stacey W. Goff, SecretaryCenturyTel, Inc., 100
CenturyTel Drive, Monroe, LA 71203, or by visitingour website atwww.centurytel.com.

You may view online this proxy statement aeldted materials at www.proxydocs.comlctl

By Order of the Board of Directo

E -S- STACEY W. GOFF

Stacey W. Goff
Secretary

Dated: March 30, 2009
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INDEX TO FINANCIAL ANNUAL REPORT
December 31, 2008

The materials included in this Appendix A are egteat from Items 5, 6, 7 and 8 of our Annual ReparForm 10-K for the year ended
December 31, 2008, which we filed with the Se@asiéind Exchange Commission on February 27, 20@&selsee tFForm 10-K for
additional information about our business and oftienas.

Information on Our Trading Price and Divider A-3
Selected Financial Da A-4
Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior A-5
Financial Statements and Supplementary C

Report of Managemel! A-33
Report of Independent Registered Public Accourfiimg on Consolidated Financial Stateme A-34
Report of Independent Registered Public Accourfiingn on CenturyTe¢' s Internal Control Over Financial Reporti A-35
Consolidated Statements of Inco A-37
Consolidated Statements of Comprehensive Inc A-38
Consolidated Balance She A-39
Consolidated Statements of Cash Flc A-40
Consolidated Statements of Stockhol’ Equity A-41
Notes to Consolidated Financial Statemel A-42
Consolidated Quarterly Income Statement Informa A-74

*  All references t¢“Note¢” in this Appendix Arefer to these Note
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INFORMATION ON OUR TRADING PRICE AND DIVIDENDS

Our common stock is listed on the New YorkcBtExchange and is traded under the symbol CTL.félhawing table sets forth the high
and low sales prices, along with the quarterlydbwvids, for each of the quarters indicated.

Sales price Dividend per
High Low common shar
2008:
First quarte $42.0( 32.0( .067¢
Second quarte $37.2¢ 30.5¢ .067¢
Third quarte! $40.3¢ 34.1: 1.332¢
Fourth quarte $40.0( 20.4¢ .7C
2007:
First quarte! $46.8( 42.6¢ .06t
Second quarte $49.9¢ 45.1¢ .06t
Third quartel $49.91 41.1( .06¢
Fourth quarte $46.9( 39.9] .06t

Common stock dividends during 2008 and 200eweaid each quarter. As of February 20, 2009¢ethare approximately 3,900
stockholders of record of our common stock.
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SELECTED FINANCIAL DATA

The following table presents certain selectaasolidated financial data as of and for eacthefyears ended in the five-year period ended
December 31, 2008:

Selected Income Statement Data

Year ended December &

2008 2007 2006 2005 2004
(Dollars, except per share amounts, and sharegssgad in thousand
Operating revenue $2,599,74 2,656,24. 2,447,73 2,479,25. 2,407,37.
Operating incomi $ 721,35 793,07¢ 665,53t 736,40: 753,95!
Net income $ 365,73 418,37( 370,02 334,47¢ 337,24«
Basic earnings per she $ 3.57 3.82 3.17 2.5 2.4¢
Diluted earnings per sha $ 3.5€ 3.72 3.07 2.4¢ 2.41
Dividends per common sha $ 2.167¢ .26 .25 .24 .23
Average basic shares outstand 102,26¢ 109,36( 116,67 130,84 137,21}
Average diluted shares outstand 102,87 113,09 122,22¢ 136,08 142,14«

Selected Balance Sheet Data

December 31

2008 2007 2006 2005 2004

(Dollars in thousands
Net property, plant and equipme $2,895,89: 3,108,371 3,109,27 3,304,48! 3,341,40:
Goodwill $4,015,67 4,010,911 3,431,13 3,432,64! 3,433,86.
Total asset $8,254,19! 8,184,55. 7,441,00 7,762,70 7,796,95.
Long-term debt $3,294,11! 2,734,35 2,412,85. 2,376,07! 2,762,01!
Stockholder’ equity $3,163,241 3,409,20! 3,190,95 3,617,27. 3,409,76!

The following table presents certain selecteasolidated operating data as of the followingsdat

December 31

2008 2007 2006 2005 2004
Telephone access lines (1) 1,998,001 2,135,00! 2,094,00! 2,214,00! 2,314,00!
High-speed Internet customers 641,00( 555,00( 369,00( 249,00( 143,00(

(1) In connection with our Madison River acquisitionApril 2007, we acquired approximately 164,000 palene access lines and 57,(
high-speed Internet custome

(2) Excluding adjustments during 2006 to reflect (8 temoval of test lines, (ii) database conversimh@ear-up and (iii) the sale of ot
Arizona properties, access line losses for 200@&weproximately 107,00
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

RESULTS OF OPERATIONS

Overview

CenturyTel, Inc., together with its subsidigtiis an integrated communications company engagedyrily in providing an array of
communications services to customers in 25 stéfescurrently derive our revenues from providindddal exchange and long distance voice
services, (ii) network access services, (iii) daeavices, which include both high-speed (“DSL”) afia-up Internet services, as well as special
access and private line services, (iv) fiber transgompetitive local exchange and security maiitpservices and (v) other related services.

On October 26, 2008, we entered into a défimitnerger agreement to acquire Embarq Corpordét®MBARQ”) in a stock-for-stock
transaction. Under the terms of the agreement, ER®Ahareholders will receive 1.37 CenturyTel shéoegach share of EMBARQ comm
stock they own at closing. On December 31, 2008BERIQ had outstanding approximately 142.4 milliomsgs of common stock and
$5.7 billion of long-term debt. The two companiesé a combined operating presence in 33 statesapfitoximately 7.7 million access lines
and two million broadband customers. Completiotheftransaction is subject to the receipt of retgmeapprovals, including approvals from
the Federal Communications Commission and certate public service commissions, as well as otbstamary closing conditions. Subjec
these conditions, we anticipate closing this tratisa in the second quarter of 2009. For additionfdrmation, see Note 1 and Item 1 of our
Annual Report on Form 10-K for the year ended Ddwmem31, 2008.

As further discussed in Note 11, during theosel quarter of 2008, we recognized an $8.2 mildortailment loss (reflected in selling,
general and administrative expense) in connectitm amending our Supplemental Executive Retirenidaih (“SERP”). We also recognized a
$4.5 million pre-tax gain (reflected in other inceifexpense)) upon liquidation of our investmentarketable securities in the SERP trust in
the second quarter of 2008. We will record a oneetsettlement charge in the first quarter of 2008pproximately $7.7 million in connection
with the lump sum distributions made in early 2009.

In 2008 and 2007, we recognized net afteb&nefits of approximately $12.8 million and $32.iflion, respectively, related to the
recognition of previously unrecognized tax benefitse Note 12 for additional information.

On April 30, 2007, we acquired all of the datsling stock of Madison River Communications C¢tpladison River”). See Note 2 for
additional information. We have reflected the resof operations of the Madison River propertiestin consolidated results of operations
beginning May 1, 2007.
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In the fourth quarter of 2007, we recorded &.6 million pre-tax impairment charge in ordemtite-down the value of certain long-lived
assets in six of our northern competitive localrerme carrier markets to their estimated realizahlige. We determined the estimated
realizable value based on proposals received dotingales process of such properties commenc2@n. We sold such properties in sepe
transactions in May and July 2008. Results of apmra for these markets are included in our codstdid results of operations up to the
respective sales dates.

During 2007, we recognized approximately $48ilion of network access revenues in connectidth the settlement of a dispute with a
carrier and approximately $42.2 million of reveniresonnection with the lapse of a regulatory maiitg period (of which approximately
$25.4 million is reflected in network access revenand $16.8 million is reflected in data revenu@& do not expect this level of favorable
revenue settlements to reoccur in the future.

Effective January 1, 2007, we changed outicelahip with our provider of satellite televisisarvice from a revenue sharing arrangeme
an agency relationship and, in connection therewithreceived in the second quarter of 2007 anecnrring reimbursement of $5.9 million,
which $4.1 million was reflected as a reductiorcas$t of services (which we previously incurred asssriber acquisition costs) and the
remainder was reflected as revenues. This chargalsa resulted in us recognizing higher levelspsrating income compared to our prior
arrangement.

Over each of the past few years, we annoureshatctions of our workforce of an aggregate of agjpnately 700 jobs and, in connection
therewith, incurred net pre-tax charges of appraxaty $1.7 million in 2008, $2.2 million in 2007 &$7.5 million in 2006 for severance and
related costs. See Note 8 for additional infornratio

In the second quarter of 2006, we recordedeatime pretax gain of approximately $117.8 million upon regdion of our investment in tt
stock of the Rural Telephone Bank (“RTB”). Subsetlye in the fourth quarter of 2007, upon finaltdisution of the remaining proceeds from
the RTB dissolution, we recorded a pre-tax gaiapggroximately $5.2 million. See Note 15 for addiibinformation.

During the last several years (exclusive @fuggitions and certain non-recurring favorable atifients), we have experienced revenue
declines in our voice and network access reventeggly due to the loss of access lines and mimofeuse. To mitigate these declines, we
hope to, among other things, (i) promote long-teetationships with our customers through bundlih@gntegrated services, (ii) provide new
services, such as video and wireless broadbandythied additional services that may become avalabthe future due to advances in
technology, wireless spectrum sales by the Fe@almunications Commission or improvements in ofrastructure, (iii) provide our
broadband and
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premium services to a higher percentage of ouoowsts, (iv) pursue acquisitions of additional cominations properties if available at
attractive prices, (v) increase usage of our ndtsvand (vi) market our products to new customers.

Our net income for 2008 was $365.7 milliomnpared to $418.4 million during 2007 and $370.diamlduring 2006. Diluted earnings per
share for 2008 was $3.56 compared to $3.72 in 20@7$3.07 in 2006. The number of average dilutedeshoutstanding declined 9.0% in
2008 and 7.5% in 2007 primarily due to our shapairehases during the past three years.

Year ended December & 2008 2007 2006
(Dollars, except per share amounts,
and shares in thousanc

Operating incom $ 721,35: 793,07¢ 665,53¢
Interest expens (202,21°) (212,906 (195,95)
Other income (expens 40,954 38,77( 121,56¢
Income tax expens (194,35) (200,577) (221,129
Net income $ 365,73: 418,37( 370,02
Basic earnings per she $ 3.57 3.82 3.17
Diluted earnings per sha $ 3.5¢€ 3.7z 3.07
Average basic shares outstand 102,26¢ 109,36( 116,67
Average diluted shares outstand 102,87 113,09: 122,22¢

Operating income decreased $71.7 million i6&0ue to a $56.5 million decrease in operatingmeres and a $15.2 million increase in
operating expenses. Operating income increased $h&llion in 2007 as a $208.5 million increaseperating revenues was partially offset
by an $81.0 million increase in operating expenses.

In addition to historical information, this managent’s discussion and analysis includes certain goMooking statements that are based
on current expectations only, and are subject tumber of risks, uncertainties and assumptions ynedinvhich are beyond our control. Actual
events and results may differ materially from thasgcipated, estimated or projected if one or moféhese risks or uncertainties materialize,
or if underlying assumptions prove incorrect. Fastthat could affect actual results include but aa limited to: the timing, success and
overall effects of competition from a wide varietycompetitive providers; the risks inherent in ichpechnological change; the effects of
ongoing changes in the regulation of the commuioaatindustry (including the FCC'’s proposed rulegarding intercarrier compensation
and the Universal Service Fund described elsewherein); our ability to effectively adjust to chaaggin the communications industry; our
ability to successfully complete our pending mergiéh EMBARQ), including timely receiving all regtday approvals and realizing the
anticipated benefits of the transaction; our akilib effectively manage our expansion opportunities
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including successfully integrating nevdgquired businesses into our operations and retgjrand hiring key personnel; possible changes é
demand for, or pricing of, our products and sergiceur ability to successfully introduce new protocservice offerings on a timely and cost-
effective basis; our continued access to creditkatsr on favorable terms; our ability to collect aeceivables from financially troubled
communications companies; our ability to pay a $208r common share dividend annually, which magffezted by changes in our cash
requirements, capital spending plans, cash flowBrancial position; our ability to successfullygwtiate collective bargaining agreements on
reasonable terms without work stoppages; the effecadverse weather; other risks referenced friome to time in this report or other of our
filings with the Securities and Exchange Commissaol the effects of more general factors suchhasges in interest rates, in tax rates
accounting policies or practices, in operating, rieatior administrative costs, in general marketyda or economic conditions, or in
legislation, regulation or public policy. These aoither uncertainties related to our business andpgmnding acquisition of EMBARQ are
described in greater detail in Item 1A of our AnhRaport on Form 10-Kor the year ended December 31, 2008. You shouithiage that ne\
factors may emerge from time to time and it ispustsible for us to identify all such factors nonaae predict the impact of each such facto
the business or the extent to which any one or femters may cause actual results to differ fromstreflected in any forward-looking
statements. You are further cautioned not to plawtue reliance on these forward-looking statememlsch speak only as of the date of our
above-referenced Form 10-K . We undertake no ofitigago update any of our forward-looking statensgfor any reason.

Operating Revenues

Year ended December & 2008 2007 2006
(Dollars in thousands

Voice $ 874,04: 889,96( 871,76
Network acces 820,38 941,50¢ 878,70:
Data 524,19 460,75" 351,49¢
Fiber transport and CLE 162,05( 159,31° 149,08t
Other 219,07¢ 204,70 196,67¢
Operating revenue $2,599,74 2,656,24. 2,447,733

During 2007, we recognized revenues of appnaxely $42.2 million related to the expiration afegulatory monitoring period, of which
approximately $25.4 million is reflected in netwacess revenues and $16.8 million is reflectethia revenues. In addition, in 2007 we
recognized approximately $49.0 million of netwodcess revenues related to the settlement of atdisyth a carrier. We do not expect this
level of favorable revenue settlements to reocctiné future.

Voice revenuedVe derive voice revenues by providing local excleargephone services and retail long distance c&s\b customers in
our service areas. The $15.9 million (1.8%) de@éavoice
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revenues in 2008 is primarily due to (i) a $22.8io1 decrease due to a 5.9% decline in the avenageber of access lines (exclusive of our
acquisition of Madison River properties); (i) ad8 million decrease in custom calling feature rexes primarily due to the continued
migration to bundled service offerings at a lowgeaive rate; and (iii) a $7.7 million decline asesult of a decrease in revenues associated
with extended area calling plans. These decreasss partially offset by $17.0 million of addition@venues attributable to the Madison River
properties acquired April 30, 2007 and a $9.9 miillincrease in long distance revenues attribut@bden increase in the percentage of our
customer base on fixed rate unlimited calling pland the implementation of rate increases appkctbteveral rate plans in late 2007 and
early 2008.

The $18.2 million (2.1%) increase in voiceerues in 2007 is primarily due to $43.3 milliorrefenues attributable to the Madison River
properties acquired April 30, 2007. Such increaas partially offset by (i) a $20.7 million decreahe to a 5.2% decline in the average
number of access lines (normalized for acquisitidigpositions and previousbisclosed adjustments made during 2006) and @g.a million
decline as a result of a decrease in revenuesiat=avith extended area calling plans.

Total access lines declined 136,800 (6.4%indu2008 compared to a normalized decline of 11®(B07%) during 2007. We believe the
decline in the number of access lines during 20@B2007 is primarily due to the displacement aditianal wireline telephone services by
other competitive services and recent economicitiond. Based on our current retention initiatives, estimate that our access line loss will
be between 5.7% and 6.7% in 2009.

Network access revenud¥e derive our network access revenues primarilinf(d providing services to various carriers andtomers in
connection with the use of our facilities to origie and terminate their interstate and intrastateetransmissions and (ii) receiving universal
support funds which allows us to recover a portbour costs under federal and state cost recaweghanisms. Certain of our interstate
network access revenues are based on tariffedsachagges filed directly with the Federal Commutiices Commission (“FCC"); the
remainder of such revenues are derived under reveimaring arrangements with other local exchangécs (“LECs”) administered by the
National Exchange Carrier Association. Intrastagwvork access revenues are based on tariffed aclkasges filed with state regulatc
agencies or are derived under revenue sharinggamaents with other LECs.
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Network access revenues decreased $121.dm(ll2.9%) in 2008 and increased $62.8 million¥@).in 2007 due to the following factors:

2008 2007

Increase Increase

(decrease (decrease

(Dollars in thousands
Favorable settlement of a dispute with a carriexd@7 $ (48,98) 48,98
Intrastate revenues due to decreased minutes pfleseased access rates in certain states angerg

from state support func (29,02 (20,919

Revenue recognition upon expiration of regulatognitoring periods in 200 (25,409 25,40:
Partial recovery of operating costs through reveshaing arrangements with other telephone compg

interstate access revenues and return on rate (15,8579 (21,31)

Recovery from the federal Universal Service Higlstdmop support prograi (24,59¢ 2,231

Acquisition of Madison Rive 12,34¢ 33,92:

Prior year revenue settlement agreem 1,92z (2,34¢)

Other, ne (1,526 (3,170

$(121,12) 62,80

In March 2006, we filed a complaint againsearier for recovery of unpaid and underpaid accéssges for calls made using the carrier’s
prepaid calling cards and calls that used IntelPnetocol for a portion of their transmission. Thereer filed a counterclaim against us, asse
that we improperly billed them terminating intrdstaccess charges on certain wireless roamingctriffApril 2007, we entered into a
settlement agreement with the carrier and recedyguioximately $49 million cash from them relatedhe issues described above.

In 2008 and 2007, we experienced reductiomaiirintrastate revenues of approximately $29.0aniland $20.9 million, respectively,
primarily due to a reduction in intrastate minugeartially due to the displacement of minutes byeless, electronic mail and other optional
calling services). We believe that intrastate maswtill continue to decline in 2009, although wergat estimate the magnitude of such
decrease.

In third quarter 2007, upon the lapse of thpeliaable 2003/2004 monitoring period for certafroar tariffed billings, we recognized
approximately $42.2 million of revenues (of whighpeoximately $25.4 million is reflected in netwaakcess revenues and $16.8 million is
reflected in data revenues). Such amount repreddiltengs from tariffs prior to July 2004 in excesf the authorized rate of return that we
initially recorded as a deferred credit pending ptation of such 2003/2004 monitoring period.
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Our revenues from the Universal Service Higist@ oop Fund decreased approximately $14.6 miitic2008 and increased $2.2 million in
2007. Such decrease in 2008 was primarily due fo@ease in the nationwide average cost per laopf used by the FCC to allocate funds
among all recipients. We anticipate our 2009 reesrfrom the federal Universal Service High Costpeapport program will decrease
between $12 and $14 million compared to 2008.

Data revenues We derive our data revenues primarily by prowidinternet access services (both DSL and dial-ngcses) and data
transmission services over special circuits andapeilines. Data revenues increased $63.4 milll@B8%6) in 2008 substantially due to (i) a
$57.8 million increase in DSL-related revenues prify due to growth in the number of DSL customensl (ii) $16.3 million of additional
revenues contributed by Madison River. Such in@eagere partially offset by $16.8 million of oneé revenues recorded in third quarter
2007 upon expiration of the previously describegutatory monitoring period. While we expect ouralegvenues to increase in 2009 as
compared to 2008, we do not expect to recognizedhee level of increase as we experienced in 2668gly due to the fact that our
customer base is more highly penetrated with D3Vices.

Data revenues increased $109.3 million (31.tP2D07 substantially due to (i) a $66.4 milliowwiease in DSL-related revenues due
primarily to growth in the number of DSL customg(i§; $34.5 million of revenues contributed by Madn River and (iii) $16.8 million of one-
time revenues recorded in third quarter 2007 upqiration of the previously described regulatorynitoring period. Such increases were
partially offset by a $5.4 million decrease in speaccess revenues primarily due to certain custsrdisconnecting circuits and a $5.1 million
decrease in dial-up Internet revenues due to andeicl the number of dial-up customers.

Fiber transport and CLEQOur fiber transport and CLEC revenues include reesrfrom our fiber transport, competitive local lexicge
carrier (“CLEC") and security monitoring businessé#er transport and CLEC revenues increasedfllion (1.7%) in 2008, of which
$6.4 million was due to growth in our incumbentgfiliransport business and $2.5 million was duelthti@anal revenue contributed by Madis
River. Such increases were patrtially offset by & $@illion decrease due to the sales of six CLECketa that were consummated in the set
and third quarters of 2008 and a $3.5 million daseein CLEC revenues primarily due to customeratisects.

Fiber transport and CLEC revenues increas@®illion (6.9%) in 2007, of which $8.7 millionas due to growth in our incumbent fiber
transport business and $4.8 million was contribiedladison River. Such increases were partialfgeifby a $3.5 million decrease in CLEC
revenues primarily due to customer disconnects.
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Other revenuedNe derive other revenues primarily by (i) leasisgjling, installing and maintaining customer presrtslecommunications
equipment and wiring, (ii) providing billing and lezction services for third parties, (iii) partieipng in the publication of local directories and
(iv) providing new service offerings, principallpmsisting of our new video and wireless resellevises. Other revenues increased
$14.4 million (7.0%) in 2008 primarily due to (iy ¥ million of additional revenues contributed bydilson River and (ii) a $2.8 million
increase in directory revenues.

Other revenues increased $8.0 million (4.198007 primarily due to $13.9 million of revenuestibuted by Madison River. In
connection with receiving a one-time reimbursenana result of our above-described change in auractual relationship with our satellite
television service provider, we recorded a $1.9iomlone-time increase to revenues in 2007. Theachpf the change in the arrangement from
a gross to a net revenue presentation resulten $82 million decrease in recurring revenuestierttvelve months ended December 31, 2007
compared to 2006.

Operating Expenses

Year ended December & 2008 2007 2006
(Dollars in thousands

Cost of services and products (exclusive of deptiEei and amortizatior $ 955,47: 937,37* 888,41

Selling, general and administrati 399,13t 389,53 370,27

Depreciation and amortizatic 523,78t 536,25! 523,50¢

Operating expenst $1,878,39! 1,863,16: 1,782,19.

Cost of services and produc@ost of services and products increased $18.1ami{lL.9%) in 2008 primarily due to (i) $22.7 miliof
additional costs incurred by the Madison River grtips; (i) a $12.3 million increase in DSL-reldtexpenses due to growth in the number of
DSL customers; (iii) a $4.9 million increase in oassociated with our recently launched switchgtad video offering; and (iv) a
$4.1 million increase due to a one-time reimburggmécosts received from our satellite televisgamvice provider in the second quarter of
2007 in connection with the change in our arranggires mentioned above. Such increases were padfidet by (i) a $16.6 million
impairment charge recorded in 2007 related to sedbour CLEC assets that were subsequently soR008; (i) a $4.4 million reduction in
costs due to the six CLEC markets sold and (i#)L& million decrease in salaries and benefits.

Cost of services and products increased $8lion (5.5%) in 2007 primarily due to (i) $52.5ilfron of costs incurred by our Madison
River properties; (ii) a $20.9 million increaseD&L-related expenses due to growth in the numb&Sif customers; (i) a $16.6 million
impairment charge related to certain of our CLE€e&sthat were subsequently sold in 2008; anda(#7.8 million increase in expenses
associated with pole attachments primarily duete increases. Such increases were partially
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offset by (i) a $33.1 million decrease in saladed benefits due to one-time costs associatedwytkforce reductions in 2006 and the impact
of having fewer incumbent employees resulting fiwarkforce reductions in 2007 and 2006 and (ii) 8.8Imillion decrease in expenses
associated with our satellite television serviderifig due to a change in our arrangement as nrediabove (such reduction includes a

$4.1 million one-time reimbursement of costs reedifrom the service provider in 2007 in connectigth the change in the arrangement, as
described above).

Selling, general and administrativBelling, general and administrative expenses ise@$9.6 million (2.5%) in 2008 primarily due to
(i) an $11.4 million increase in marketing expengigsan $8.2 million increase due to expenseatsal to the curtailment loss associated with
our SERP; (iii) $5.0 million of costs associatedhaour pending acquisition of EMBARQ (see AccougtPronouncements below for
additional information) and (iv) $4.8 million of diional costs incurred by Madison River. Such @ages were partially offset by (i) an
$8.8 million decrease in operating taxes; (ii) 24%%illion decrease in bad debt expense (most adlwis attributable to a favorable settlement
with a carrier in first quarter 2008); (iii) a $4n3llion decrease in salaries and benefits; andgi$2.7 million decrease in information
technology expenses.

Selling, general and administrative expengeseased $19.3 million (5.2%) in 2007 primarily dadi) $16.4 million of costs incurred by
Madison River; (i) an $8.2 million increase in@ats and benefits; and (iii) a $5.6 million incsean sales and marketing expenses. Such
increases were partially offset by (i) a $5.7 roillireduction in bad debt expense and (ii) a $4IBomidecrease in information technology
expenses.

Depreciation and amortizationDepreciation and amortization decreased $12.5omi{2.3%) primarily due to a $36.7 million redigst in
depreciation expense due to certain assets becduolipglepreciated. Such decrease was partiallyetfby $13.7 million of additional
depreciation and amortization incurred by MadisaveRand a $12.8 million increase due to higheelswf plant in service.

Depreciation and amortization increased $halifon (2.4%) in 2007 primarily due to $32.5 mdh of depreciation and amortization
incurred by Madison River and a $14.8 million irase due to higher levels of plant in service. Socteases were substantially offset by a
$31.7 million reduction in depreciation expense ttueertain assets becoming fully depreciated.

Other.For additional information regarding certain magtthrat have impacted or may impact our operatisees,’Regulation and
Competition”.
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Interest Expense

Interest expense decreased $10.7 million (i@%008 compared to 2007. An $18.0 million deseedue to lower average interest rates
partially offset by a $9.3 million increase dudrtoreased average debt outstanding.

Interest expense increased $16.9 million (§.822007 compared to 2006. A $22.7 million inceedsie to increased average debt
outstanding (primarily due to the $750 million eihgor notes issued in March 2007 to fund the MadRuver acquisition) was partially offset
by a $5.9 million decrease due to lower averageést rates.

Other Income (Expense)

Other income (expense) includes the effecteahin items not directly related to our coreragiens, including gains or losses from
nonoperating asset dispositions and impairmentssloare of the income from our 49% interest inlulze partnership, interest income and
allowance for funds used during construction. Otheome (expense) was $41.0 million in 2008, $38ilion in 2007 and $121.6 million in
2006. The years 2008, 2007 and 2006 were impagtediain charges and credits that are not expeotedcur in the future. Included in 2008
income are (i) approximately $10 million relatedhe recognition of previously accrued transactielated and other contingencies,

(i) aggregate pre-tax gains of approximately $WiBion from the sales of certain non-operatingeatments and (iii) a $4.5 million gain
realized upon liquidation of our investments in ketable securities in our SERP trust. Also inclughed008 is a $3.4 million pre-tax charge
related to terminating certain derivative instrutsethat did not qualify for hedge accounting. Tleary2007 includes a non-recurring pre-tax
gain of $10.4 million related to the sale of ouenest in a real estate partnership and a $5.2omitire-tax gain resulting from the final
distribution of funds from the RTB redemption mengd below. Included in 2006 were pre-tax gainapgroximately $118.6 million
(substantially all of which related to the rederoptof our RTB stock upon dissolution of the RTBhigh was partially offset by pre-tax
charges of approximately $11.7 million due to tm@airment of certain non-operating investments.

Our share of income from our 49% interest aeBular partnership decreased $2.5 million in@806mpared to 2007. We record our shar
the partnership income based on unaudited resiuligarations until the time we receive audited fficial statements for the partnership from
the unaffiliated general partner. Upon receipthef tespective audited financial statements, werdecbunfavorable adjustments in 2008 (upon
completion of the 2007 audit) and favorable adjestts in 2007 (upon completion of the 2006 and 200fits).
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Income Tax Expense

The effective income tax rate was 34.7%, 32.4846 37.4% for 2008, 2007 and 2006, respectivebome tax expense was reduced by
approximately $12.8 million in 2008 and $32.7 roifliin 2007 due to the recognition of previouslyagagnized tax benefits (see Critical
Accounting Policies below and Note 12). Incomeeaagense was reduced by approximately $1.7 millio2008 and $6.4 million in 2006 due
to the resolution of various income tax audit issue

Accounting Pronouncements

In December 2007, the Financial Accountingh8gads Board issued Statement of Financial Accogritandards No. 141 (revised),
“Business Combinations” (“SFAS 141(R)"). Under SFA&L(R), an acquiring entity will be required taognize all of the assets acquired and
liabilities assumed in a transaction at the actjaisidate fair value with limited exceptions. SFA&L(R) will change the accounting treatment
for certain specific items, including acquisitioosts, acquired contingent liabilities, restructgroosts, deferred tax asset valuation allowances
and income tax uncertainties after the acquisitiate. SFAS 141(R) is effective for us for all biesis combinations for which the acquisition
date is on or after January 1, 2009. We will actdonour pending acquisition of EMBARQ using theidance of SFAS 141(R). Because it
was probable that the acquisition date of the pen#MBARQ business combination would be subseqteetite January 1, 2009 effective date
of SFAS 141(R), we elected to expense our EMBARQuition related costs that had been incurreduiinddecember 31, 2008 in the fourth
guarter of 2008 (which aggregated approximatel¥ $aillion). Such charge is reflected in sellingngeal and administrative expense in our
2008 consolidated statement of income. We will eggeadditional acquisition related costs as incuafeer December 31, 2008.

In September 2006, the Financial Accountiran8ards Board issued Statement of Financial Acoogi@tandards No. 157 “Fair Value
Measurements” (“SFAS 157”). SFAS 157, effectivedsrbeginning January 1, 2008, defines fair vadstgblishes a framework for measuring
fair value and expands the disclosures about fdirermeasurements required or permitted under atteerunting pronouncements. SFAS 157
establishes a three-tier fair value hierarchy, Wigdoritizes the inputs used to measure fair valiese tiers include: Level 1 (defined as
observable inputs such as quoted market pricestiveamarkets); Level 2 (defined as inputs othantquoted prices in active markets that are
either directly or indirectly observable); and Le8d€defined as unobservable inputs in which litteno market data exists). See Note 17 for
additional disclosures regarding SFAS 157.

In December 2007, the Financial Accountingh8tads Board issued Statement of Financial Accogriitandards No. 160, “Noncontrolling
Interests in Consolidated Financial Statements Araendment of ARB No. 51" (“SFAS 160"). SFAS 16@uéres noncontrolling interests to
be recognized
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as equity in the consolidated financial statemdntaddition, net income attributable to the nortoalting interest will be included in
consolidated net income. SFAS 160 is effectivefifwal years, and the interim periods within thtiseal years, beginning on or after
December 15, 2008. We do not expect SFAS 160 te hawaterial impact to our consolidated finandialesnents.

In June 2008, the Financial Accounting Stadsl@oard issued FSP EITF 03-6-1, “Determining Weethstruments Granted in Share-
Based Payment Transactions Are Participating Sesiti Based on this pronouncement, we have coedbat our outstanding non-vested
restricted stock is a participating security areréifiore should be included in the earnings allooath computing earnings per share using the
two-class method. The pronouncement is effectiveifobeginning in first quarter 2009 and, upon &idop will require us to recast our
previously reported earnings per share. If ourtddiearnings per share would have been calculaied the provisions of FSP EITF 0316for
2008, our diluted earnings per share would have B8e52 per share as compared to $3.56 per share.

In June 2006, the Financial Accounting Stadsl@oard issued Interpretation No. 48, “AccounfimgUncertainty in Income Taxes” (“FIN
48"), which clarifies the accounting for uncertgiirt income taxes recognized in financial statermelRIN 48 required us, effective January 1,
2007, to recognize and measure tax benefits takerpected to be taken in a tax return and disalosertainties in income tax positions. See
Note 12 for additional information related to oncome tax uncertaintie

On January 1, 2003, we adopted Statementnain€ial Accounting Standards No. 143, “AccountiogAsset Retirement
Obligations” (“SFAS 143"), which addresses finaheiecounting and reporting for legal obligationsa@sated with the retirement of tangible
long-lived assets and requires that the fair vafug liability for an asset retirement obligatioa tecognized in the period in which it is incurred
and be capitalized as part of the book value ofdhg-lived asset. Although we generally have rgalebligation to remove obsolete assets,
depreciation rates of certain assets establisheddylatory authorities for our telephone operatisnbject to Statement of Financial
Accounting Standards No. 71, “Accounting for théeefs of Certain Types of Regulation” (“SFAS 71igve historically included a
component for removal costs in excess of the rélagtimated salvage value. Notwithstanding the golopf SFAS 143, SFAS 71 requires us
to continue to reflect this accumulated liabiliyr femoval costs in excess of salvage value ewvaugtithere is no legal obligation to remove
the assets. Therefore, we did not adopt the pavssdf SFAS 143 for our telephone operations stbge8FAS 71. For these reasons, the
adoption of SFAS 143 did not have a material effecour financial statements. For our telephoneatjmns acquired from Verizon in 2002
(which are not subject to SFAS 71) and our otherregulated operations, we have not accrued ditiafor anticipated removal costs related
to tangible long-lived assets.
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Critical Accounting Policies

Our financial statements are prepared in atzoare with accounting principles that are geneadlyepted in the United States. The
preparation of these financial statements requir@sagement to make estimates and assumptiondfiwetttae reported amounts of assets,
liabilities, revenues and expenses. We contintatbluate our estimates and assumptions includivggethelated to (i) revenue recognition,
(ii) allowance for doubtful accounts, (iii) pensiand postretirement benefits, (iv) intangible aomigtlived assets, (v) business combinations
and (vi) income taxes. Actual results may diffemfrthese estimates and assumptions. We believe thigisal accounting policies discussed
below involve a higher degree of judgment or comipye

Revenue recognitioi€ertain of our interstate network access and datanues are based on tariffed access chargedlfitstly with the
FCC; the remainder of such revenues is derived fimranue sharing arrangements with other LECs ddtaied by the National Exchange
Carrier Association, with the exception of DSL-tethrevenues which were removed from our pooleztstate tariff filing effective July 1,
2006 and are now recognized as revenues when .Bileccurrently recognize such interstate netwodeas revenues at the authorized rate of
return, unless the actual achieved or projectedlofiteturn is lower than authorized.

The Telecommunications Act of 1996 allows leechange carriers to file access tariffs on eastiined basis and, if certain criteria are
met, deems those tariffs lawful. Tariffs that h&veen “deemed lawful” in effect nullify an interexaige carrier’s ability to seek refunds should
the earnings from the tariffs ultimately resulieiarnings above the authorized rate of return piesttiby the FCC. Certain of our telephone
subsidiaries file interstate tariffs with the FC€ing this streamlined filing approach. Since JW®£2 we have recognized billings from our
tariffs as revenue since we believe such tarifés“deemed lawful”. There is no assurance that oturé tariff filings will be “deemed lawful”.
For those billings from tariffs prior to July 2004e initially recorded as a deferred credit oun@ags in excess of the authorized rate of return.

Allowance for doubtful accountsn evaluating the collectibility of our accoumexeivable, we assess a number of factors, inajuain
specific customer’s or carrier’s ability to meetfiinancial obligations to us, the length of tirhe teceivable has been past due and historical
collection experience. Based on these assessmentecord both specific and general reserves foollectible accounts receivable to reduce
the related accounts receivable to the amount tiraately expect to collect from customers and eastilf circumstances change or economic
conditions worsen such that our past collectioreeigmce is no longer relevant, we may need to asgeur reserves from the levels reflected
in our accompanying consolidated balance sheet.
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Pension and postretirement benefAscounting for pensions and postretirement bengfitslves estimating the cost of benefits to be
provided well into the future and attributing tltatst over the time period each employee providescgeto us. To accomplish this, extensive
use is made of various assumptions, such as discat@s, investment returns, mortality, turnoveedioal costs and inflation through a
collaborative effort by management and independetutaries. The results of this effort provide mamagnt with the necessary information on
which to base its judgment and develop the estisnased to prepare the financial statements. Changssumptions used could result in a
material impact to our financial results in anyegiweriod.

A significant assumption used in determining pension and postretirement expense is the esghémhg-term rate of return on plan assets.
For 2008 and 2007, we utilized an expected longrteate of return on plan assets of 8.25%, whictbeleve reflects the expected long-term
rates of return in the financial markets basedwncarrent plan asset allocation. We also reviethechistorical rates of return on those plan
assets over long-term periods that ranged frono Xtyears. A 25 basis point decrease in the remnplan asset assumption would increase
annual combined pension and postretirement expepe®ximately $870,000. During 2008, the loss onp@nsion plan assets was
approximately 28%, which was significantly loweathour 8.25% expected return assumption. The effatis large difference between ac
and expected asset returns for 2008 has negatiplycted us in several ways, including (i) conttibg largely to the $80.8 million after-tax
increase in our accumulated other comprehensige(lelsich reduced our consolidated stockholdersitgdpalance as of December 31, 2008);
(ii) an expected increase in our pension expens2d09 compared to 2008 estimated to be approxlyn@&d million; and (iii) anticipated
higher contributions to our pension plans in tharrfature than previously expected. We contribi@®&d million to our primary pension plan in
late 2008. Since our previous contributions tomimary pension plan have exceeded the minimum atmficontributions required by law,
we have accumulated a positive “credit balance’enrtide plan. We currently estimate that our exgstiocumulated credit balance will be
sufficient to fully satisfy our required minimum mwibution under the plan for 2009 and partiallyisfg our 2010 required minimum
contribution. Based on actuarial estimates as aebder 31, 2008 that assume the utilization ofexisting credit balance to satisfy future
cash contributions and assuming no discretionamgritutions are made, our required minimum contidyuto our primary pension plan is
estimated to be $4 million in 2010 and $30 millior2011. Our minimum required contributions to otiter pension plans are immaterial.

Another assumption used in the determinatfoouo pension and postretirement benefit plan @tians is the appropriate discount rate. The
discount rate is an assumed rate of return defiged high-quality debt securities that, if applitalt the measurement date to a specified
amount of principal, would provide the necessatyrie cash flows to pay our pension benefit oblmaiwhen they become due. For our
pension plans, the discount rate used for the Dbeefil, 2008 measurement date was derived by matghojected benefit payments to bond
yields obtained from the CitiGroup Pens
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Discount Curve (Above Median) which are ultimatégrived from the AA-rated corporate bond sector.the year ended December 31, 2007,
we utilized the CitiGroup Pension Discount Curvelésive our discount rate. Our discount rate fdedwmining benefit obligations under our
primary pension plan at December 31, 2008 was &@&¥tpared to 6.3% at December 31, 2007. The ufihzaif a different methodology to
derive the discount rate is considered a changstimate for accounting purposes. Such changeadinlo impact to the amount of pension
expense recognized in 2008, (ii) will have an imemniat impact to the amount of pension expense mgzed in 2009 and (iii) reduced our
projected benefit obligation by approximately $2@lion as of December 31, 2008. The discount rate change from year to year based on
market conditions that impact corporate bond yieldls use a similar methodology to determine theadist rate for our postretirement plan by
utilizing as a reference the Hewitt Top QuartileMi Curve as of the end of the year. Our discoateat for determining benefit obligations un
our postretirement plan at December 31, 2008 wa @ompared to 6.5% at December 31, 2007. A 25 lpasnt decrease in the assumed
discount rate would increase annual combined paraid postretirement expense approximately $1 . KHomil

Intangible and long-lived assetsle are subject to testing for impairment of longedl assets under two accounting standards, Staterhen
Financial Accounting Standards No. 142, “GoodwildaOther Intangible Assets” (“SFAS 142"), and Stag¢at of Financial Accounting
Standards No. 144, “Accounting for the ImpairmenbDgsposal of Long-Lived Assets” (“SFAS 144").

SFAS 142 requires goodwill recorded in bussnesmbinations to be reviewed for impairment asti@amnually and requires write-downs
only in periods in which the recorded amount of dwitl exceeds the fair value. The vast majorityoof goodwill is attributable to our
telephone operations, which we internally operatk manage based on three geographic regions. Wetemodwill impairment for our
telephone operations at the region level due taitihhdar economic characteristics of the individteghorting units that comprise each region.
Under SFAS 142, impairment of goodwill is testedcynparing the fair value of the reporting unittsocarrying value (including goodwill).
Estimates of the fair value of the reporting uriibor telephone operations are based on valuatimefs using techniques such as multiples of
earnings (before interest, taxes and depreciatidraanortization). We also evaluate goodwill impamnhof our other operations primarily
based on multiples of revenues and discountedftastanalyses. If the fair value of the reportingjtus less than the carrying value, a second
calculation is required in which the implied fa&lue of goodwill is compared to its carrying valifehe implied fair value of goodwill is less
than its carrying value, goodwill must be writtemwah to its implied fair value.

We completed the required annual test of galbawpairment (as of September 30, 2008) under SA42 and determined our goodwill v
not impaired as of such date. Due to the detef@ran the overall stock market subsequent to Seper 30, 2008, our market capitalization as
of December 31, 2008 decreased to a level belovewuent stockholders’ equity balance. As a resudt reviewed the specific
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factors outlined in SFAS 142 that would indicatest¥ter or not a triggering event had occurred thatld/necessitate us to perform an interim
goodwill impairment test. Based on our review dftséactors and considering that our market cagasitbn substantially exceeds our
stockholdersequity balance after consideration of a reasonatiérol premium of 35% based on identified industansactions, we conclud
that we did not have a triggering event that waoelguire us to perform an interim evaluation of gaodwill for potential impairment. We
based such conclusion on the fact that we do ri@veethere have been any significant fundamertahges since our annual impairment test
to (i) our business as a whole or our reportingsfmcluding regulatory changes, (ii) our levelogierating cash flows, (iii) our expectation of
future levels of operating cash flows, (iv) our exttve management team and (v) the carrying valuioother long-lived assets.

Under SFAS 144, the carrying value of longthassets other than goodwill is reviewed for immant whenever events or circumstances
indicate that such carrying amount cannot be raedle by assessing the recoverability of the cagyialue through estimated undiscounted
net cash flows expected to be generated by thésasiséhe undiscounted net cash flows are less tha carrying value, an impairment loss
would be measured as the excess of the carrying\ala long-lived asset over its fair value. Weognized a $16.6 million priaxx impairmer
charge in 2007 related to certain of our CLEC asteit were subsequently sold in 2008.

Business combination8s described above, SFAS 141(R) is effective fofousll business combinations consummated onter af
January 1, 2009 and requires an acquiring entitg¢ognize all of the assets acquired and liabdiissumed at the acquisition date fair value.
We have concluded that we are the accounting aagnirour pending acquisition of EMBARQ, which wepect to complete in the second
quarter of 2009. The allocation of the purchaseeptd the assets acquired and liabilities assurheEBARQ (and the related estimated lives
of depreciable tangible and identifiable intangiassets) will require a significant amount of judgrand will be considered a critical estim
Such allocation of the purchase price will be perfed by an independent valuation firm. For addaidnformation concerning this pending
acquisition, see Item 1 of Part | of our Annual Beépn Form 10-K for the year ended December 30820

Income taxesWe estimate our current and deferred income taasedon our assessment of the future tax consegmehtransactions th
have been reflected in our financial statementppticable tax returns. Actual income taxes paigdldoary from these estimates due to future
changes in income tax law or the resolution of udly federal and state taxing authorities. We tagirliabilities for unrecognized tax benei
for various uncertain tax positions taken in oxrrgturns. These liabilities are estimated basedwnudgment of the probable outcome of the
uncertain tax positions and are adjusted periolgitesed on changing facts and circumstances. @satogthe liabilities for unrecognized tax
benefits could materially affect operating resuitthe period of change. During 2008 and 2007, we
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recognized approximately $12.8 million and $32.7iam, respectively, of previously unrecognized tsenefits (including related interest and
net of federal tax benefit) in accordance with B Such benefits were recorded primarily as alre$the favorable resolution of audits,
administrative practices and the lapse of statfitienitations in certain jurisdictions. See Note fti2 additional information regarding our
unrecognized tax benefits.

For additional information on our critical acmting policies, see “Accounting Pronouncementsfl ‘@Regulation and Competition — Other
Matters” below, and the footnotes to our consoddinancial statements included elsewhere herein.

Inflation

Historically, we have mitigated the effectsrafreased costs by recovering over time certasiscapplicable to our regulated telephone
operations through the rate-making process. How&Es operating over 72% of our total access laresnow governed by state alternative
regulation plans, some of which restrict or delay @bility to recover increased costs. Additionglufe regulatory changes and competitive
situations may further alter our ability to recoumereased costs in our regulated operations. Bopperties acquired from Verizon in 2002,
which are regulated under price-cap regulatiorirfe@rstate purposes, price changes for certaimeeomponents are limited to the rate of
inflation. As operating expenses in our nonregalditges of business increase as a result of infiative, to the extent permitted by competit
attempt to recover the costs by increasing prioestr services and equipment.

MARKET RISK

We are exposed to market risk from changést@rest rates on our long-term debt obligations. Wdve estimated our market risk using
sensitivity analysis. Market risk is defined as plmtential change in the fair value of a fixed-rdébt obligation due to a hypothetical adverse
change in interest rates. Fair value of long-teamtabligations is determined based on a discourdst flow analysis, using the rates and
maturities of these obligations compared to terntsrates currently available in the long-term ficiag markets. The results of the sensitivity
analysis used to estimate market risk are presdrgiedv, although the actual results may differ fribrase estimates.

At December 31, 2008, the fair value of ourgderm debt was estimated to be $2.7 billion basethe overall weighted average rate of our
long-term debt of 6.2% and an overall weighted migtof 7 years compared to terms and rates availab such date in long-term financing
markets. Market risk is estimated as the potedgalease in fair value of our long-term debt résglfrom a hypothetical increase of 62 basis
points in interest rates (ten percent of our oVevalghted average borrowing rate). Such an ineéas
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interest rates would result in approximately a $68illion decrease in the fair value of our longatedebt. As of December 31, 2008,
approximately 83% of our long-term debt obligatiovere fixed rate.

We seek to maintain a favorable mix of fixedl aariable rate debt in an effort to limit interessts and cash flow volatility resulting from
changes in rates. From time to time over the pagtrsl years, we have used derivative instrumen(i$ tock-in or swap our exposure to
changing or variable interest rates for fixed iagtmrates or (i) to swap obligations to pay fixetkrest rates for variable interest rates. We have
established policies and procedures for risk agsesisand the approval, reporting and monitoringerivative instrument activities. We do not
hold or issue derivative financial instrumentstfading or speculative purposes. Management peadidireviews our exposure to interest rate
fluctuations and implements strategies to managexposure.

In January 2008, we terminated all of our txgs“fixed to variable” interest rate swaps asated with the full $500 million principal
amount of our Series L senior notes, due 2012ofmection with the termination of these derivatjwes received aggregate cash payments of
approximately $25.6 million, which has been reféekcas a premium of the associated long-term debisameing amortized as a reduction of
interest expense through 2012 using the effectiterést method. In addition, in January 2008, e t&¢rminated certain other derivatives that
were not deemed to be effective hedges. Upon thariation of these derivatives, we paid an aggeegaapproximately $4.9 million (and
recorded a $3.4 million pre-tax charge in the fiysarter of 2008 related to the settlement of tllesevatives). As of December 31, 2008, we
had no derivative instruments outstanding.

We are also exposed to market risk from chaugéhe fair value of our pension plan assets. 2688, the loss on our pension plan assets
was approximately 28%. Should our actual returiplan assets continue to be significantly lower than8.25% expected return assumption,
our net periodic pension expense will increaseutare periods and we will be required to contribadelitional funds to our pension plan after
2009. See “Critical Accounting Policies” above &utditional information.

Certain shortcomings are inherent in the netthfcanalysis presented in the computation ofvfalue of financial instruments. Actual values
may differ from those presented if market condii@ary from assumptions used in the fair valueuwtatmons. The analysis above incorporates
only those risk exposures that existed as of Deeerdb, 2008.
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LIQUIDITY AND CAPITAL RESOURCES

Excluding cash used for acquisitions, we welycash provided by operations to provide for aghcneeds. Our operations have historically
provided a stable source of cash flow which hapdtels continue our long-term program of capitgrovements.

The recent disruption in the credit markets had a significant adverse impact on a numbenahtial institutions and other companies. To
date, our liquidity has not been materially impdddg the current credit environment and we do mpeet that it will materially impact us in
the near future. We will continue to closely monitair liquidity and the credit markets; however, eaanot predict with certainty the impact to
us of any further disruption in the overall crediarkets.

Operating activitiesNet cash provided by operating activities was $83%8illion, $1.0 billion and $840.7 million in 2008p07 and 2006,
respectively. Payments for income taxes aggredk268.8 million, $185.3 million and $212.4 million 2008, 2007 and 2006, respectively.
also made contributions to our pension plans thgtegated approximately $52.5 million in 2008, $hiflion in 2007 and $31.5 million in
2006. Our accompanying consolidated statementassf lows identify major differences between nebime and net cash provided by
operating activities for each of those years. Fatittonal information relating to our operationsgs'Results of Operations” above.

Investing activitiesNet cash used in investing activities was $389)0anj $619.2 million and $193.7 million in 20080@7 and 2006,
respectively. We used $306.8 million of cash (rfetpproximately $20.0 million of acquired cash)ptarchase Madison River Communications
Corp. (“Madison River”) and pay related closingtsosn April 30, 2007 (see below and Note 2 for aiddal information). We received
approximately $122.8 million cash from the redemp®f our RTB stock upon dissolution of the RTBidgr2006. See Note 15 for additional
information. Capital expenditures during 2008, 2@0d 2006 were $286.8 million, $326.0 million arg1 4.1 million, respectively.

During 2008, we paid an aggregate of approteiyeb149 million for 69 licenses in the FCC'’s aantof 700 megahertz (“MHz") wireless
spectrum. The 700 MHz spectrum is not expectectoldared for usage until mid-2009. We are stithia planning stages regarding the use of
this spectrum. However, based on our preliminaglysis, we are considering developing wirelessev@ind data service capabilities based on
equipment using LTE (Londerm Evolution) technology. Given that this equipris not expected to be commercially availablel @10, we
do not expect our deployment to result in any niaté@npact on our capital and operating budgetadag.

A-23




Table of Contents

In anticipation of making lump sum distributgto certain participants of our SERP in early2@@e liquidated our investments in
marketable securities in the SERP trust duringstmnd quarter of 2008 and thereby increased stirarad cash equivalents by $34.9 million.
The lump sum distributions were paid in early 2@08 aggregated approximately $37 million.

Financing activitiesNet cash used in financing activities was $255.#ianiin 2008, $402.1 million in 2007 and $780.2lion in 2006. In
the first quarter of 2008, we paid our $240 milliBeries F Senior Notes at maturity using borrowings our credit facility. In late March
2007, we publicly issued an aggregate of $750 omilbf Senior Notes (see Note 5 for additional infation). The net proceeds from the
issuance of such Senior Notes aggregated appradyn®if41.8 million and were used (along with casthand and approximately $50 million
of borrowings under our commercial paper program())tfinance the initial purchase price for therd@0, 2007 acquisition of Madison River
($322 million) and (ii) pay off Madison River’s esting indebtedness (including accrued interest)asting ($522 million). Payments of debt
were $285.4 million in 2008, $713.0 million in 208/Ad $82.0 million in 2006.

As previously mentioned, because of conceiitfs tive overall state of the credit markets, waéased our cash position at the end of 2008
by borrowing funds under our credit facility to ime we had sufficient cash to fulfill our near tecash requirements. See below for additional
information regarding our credit facility.

As discussed in Note 1, we have entered imtefimitive agreement to merge with Embarq CorporatAssuming we timely receive all
regulatory approvals (and all other closing condisi are met), we hope to consummate the mergkeisdcond quarter of 2009. In connection
with the closing, we intend to finance our mergansaction expenses with (i) available cash ottimabined company and (ii) proceeds from
CenturyTel's or EMBARGQS existing revolving credit facilities. As previdysnnounced, EMBARQ amended its credit facilitydamuary 200
to enable the facility to remain in place as an®80llion unsecured revolving credit facility aftére completion of the pending merger thro
May 2011. The amendment will take effect only uptoe completion of the merger and the satisfactioredain other conditions specified in
the amendment. For Note 20 for additional inforimmti

In accordance with previously announced stegkirchase programs, we repurchased 9.7 millioresh{r $347.3 million), 10.2 million
shares (for $460.7 million), and 21.4 million shaffr $802.2 million) in 2008, 2007 and 2006, exdjvely. The 2006 repurchases include
14.36 million shares repurchased (for an aggrefijzabadjusted price of approximately $528.4 mitljaunder accelerated share repurchase
agreements with investment banks (see Note 9 fditiadal information). We have suspended our curshare repurchase program pending
completion of our acquisition of EMBARQ.
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In June 2008, our Board of Directors determitee(i) increase our annual cash dividend to $&8&® $.27 per share and (ii) declare a one-
time dividend of $.6325 per share, which was paiduly 2008, effectively adjusting the total secguodrter dividend to the new $.70 quarterly
dividend rate. We plan to continue our currentdkwid practice through the consummation of the EMBARerger. Following the closing of
the EMBARQ merger, we expect to continue our curdividend practice and resume share repurchagkegcs to our intention to maintain
investment grade credit ratings on our senior debt.

In the first quarter of 2008, we received agssh settlement of approximately $20.7 millioonfirthe termination of all of our existing
derivative instruments. See “Market Risk” for adafial information concerning the termination ofgbelerivatives.

As described further in Note 5, we calledrfedlemption on August 14, 2007, all of our $165 ignillaggregate principal amount of Series K
convertible senior debentures, subject to the iigimiplders to convert their debentures into shafesir common stock at a conversion price of
$40.455. In lieu of cash redemption, holders ofrapimately $149.6 million aggregate principal ambohthe debentures elected to convert
their holdings into approximately 3.7 million sheu@f CenturyTel common stock. The remaining $15#an of outstanding debentures were
retired for cash (including premium and accrued @amplid interest).

Other.For 2009, we have budgeted between $280-million for capital expenditures, excluding necurring capital expenditures expec
to arise out of our pending EMBARQ acquisition.éwfyears ago, we concluded that our prior extensiyétal investment in our wireline
network permitted us to reduce wireline networkitzdispending to maintenance levels. Our 2009 eapitpenditure budget also includes
amounts for expanding our new service offeringsexmhnding our data networks.
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The following table contains certain inforneetticoncerning our material contractual obligatiaa®f December 31, 2008.

Payments due by peric
Contractua After
obligations Total 2009 201(-2011 2012-2013 2013 and Othe
(Dollars in thousands

Long-term debt, including current maturities and

capital lease obligations ( $3,314,52 20,40° 1,098,92. 775,75¢ 1,419,43!
Interest on lon- term debt obligation $1,345,26' 191,32¢ 316,12¢ 215,95( 621,86
Unrecognized tax benefits ( $ 17,28¢ — — — 17,28¢
(1) For additional information on the terms of outstanding debt instruments, see Note 5 to dimsaidated financial statements included

below.

(2) Represents the amount of tax and interest we wopaydassuming we are required to pay the entire attbat we have reserved for ¢
unrecognized tax benefits (see Note 12 for additiorformation). The timing of any payments for aunrecognized tax benefits cannot
be predicted with certainty; therefore, such amasinéflected in th“ After 2013 and Oth” column in the above tabl

We continually evaluate the possibility of ationg additional communications operations andestpo continue our long-term strategy of
pursuing the acquisition of attractively-priced aoomications properties in exchange for cash, seéesior both. At any given time, we may be
engaged in discussions or negotiations regardidgiadal acquisitions. We generally do not announgeacquisitions or dispositions until we
have entered into a preliminary or definitive agneat. We may require additional financing in cortimecwith any such acquisitions, the
consummation of which could have a material impexcour financial condition or operations. Approxieig 4.1 million shares of our common
stock and 200,000 shares of our preferred stockireavailable for future issuance in connectiorhvaitquisitions under our acquisition shelf
registration statement. We also have access toahebéquity capital markets.

We have available a five-year, $708 millionaking credit facility which expires in DecembedL. The credit facility contains financial
covenants that require us to meet a consolidatextdge ratio (as defined in the facility) not exdieg 4 to 1 and a minimum interest coverage
ratio (as defined in the facility) of at least 1051. The interest rate on revolving loans underfttility is based on our choice of several
prevailing commercial lending rates plus an adddianargin that varies depending on our credihgatiand aggregate borrowings under the
facility. We must pay a quarterly commitment feetba unutilized portion of the facility, the amouwftwhich varies based on our credit rati
Up to $150 million of the credit facility can beadsfor letters of credit, which reduces the amawatlable for other
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extensions of credit. Available borrowings under onedit facility are also effectively reduced hyysoutstanding borrowings under our
commercial paper program. Our commercial papernaragorrowings in turn are effectively limited teettotal amount available under our
credit facility. As of December 31, 2008, we ha®$5nillion outstanding under our credit facility.eMad no commercial paper outstanding as
of December 31, 2008.

Moody’s Investors Service (“Moody’s”), whichicently rates our debt Baa2, indicated our defigds currently under review for a
possible downgrade to Baa3. Standard & Poor’s (“§&#tes our long-term debt BBB- (with a stableloak). Our commercial paper program
is rated P2 by Moody’s and A3 by S&P. Any downgradeur credit ratings will increase our borrowiogsts and commitment fees under our
$708 million revolving credit facility. Downgradesuld also restrict our access to the capital maykecrease our borrowing costs under new
or replacement debt financings, or otherwise adgiafect the terms of future borrowings by, amatiger things, increasing the scope of our
debt covenants and decreasing our financial oratiper flexibility.

The following table reflects our debt to tatabitalization percentage and ratio of earningsxex charges and preferred stock dividends as
of and for the years ended December 31, 2008, 28672006. Our debt to capitalization ratio haséased primarily due to share repurchases
we have made during the last few years.

2008 2007 2006
Debt to total capitalizatio 51.2% 46.€ 44.¢
Ratio of earnings to fixed charges and preferredkstlividends* 3.74 3.8E 3.94

*

For purposes of the chart above, “earnings”ststrof income before income taxes and fixed ctarged “fixed charges” include our
interest expense, including amortized debt issuansts, and our preferred stock dividend cc
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REGULATION AND COMPETITION

The communications industry continues to ugderarious fundamental regulatory, legislative, pefitive and technological changes. Tt
changes may have a significant impact on the fuinecial performance of all communications conipan

Events affecting the communications industjreless telephone services increasingly constagignificant source of competition with
LEC services, especially since wireless carriexehlmegun to compete effectively on the basis afgpwith more traditional telephone services.
As a result, some customers have chosen to corypletego use of traditional wireline phone serviased instead rely solely on wireless
service for voice services. This trend is more prorced among residential customers, which com@38é of our access line customers. We
anticipate this trend will continue, particularfywireless service providers continue to expandt tt@verage areas, reduce their rates, improve
the quality of their services, and offer enhancew services.

In 1996, the United States Congress enacteed@e¢lecommunications Act of 1996 (the “1996 Actifich obligates LECs to permit
competitors to interconnect their facilities to ttEeC’s network and to take various other steps déinatdesigned to promote competition. Under
the 1996 Act’s rural telephone company exemptippreximately half of our telephone access lineseasempt from certain of these
interconnection requirements unless and until tfpg@priate state regulatory commission overridesstkemption upon receipt from a
competitor of a bona fide request meeting certeteria.

Federal USF programs have undergone subdtahiages since 1997, and are expected to experiance changes in the coming years as
modernization of the overall program moves forwasl mandated by the 1996 Act, in May 2001 the FQgglified its existing universal
service support mechanism for rural telephone cavegeby adopting an interim mechanism for a fivaryeeriod based on embedded, or
historical, costs that provide relatively predidéalevels of support to many LECs, including subgtdly all of our LECs. In May 2006, the
FCC extended this interim mechanism until such tihe new high-cost support rules are adopteduial itelephone companies. Wireless and
other competitive service providers continue tckgeequalify to receive USF support. This trendygled with changes in usage of
telecommunications services, have placed stresissofunding mechanism of the USF, which is subie@nnual caps on disbursements. These
developments have placed additional financial presen the amount of money that is necessary aaithlle to provide support to all eligible
service providers, including support payments veeire from the USF High Cost Loop support progrrareases in the nationwide average
cost per loop factor used to allocate funds amdind2F recipients caused our revenues from the HgfR Cost Loop support program to
decrease approximately $14.6 million in 2008 whempared to 2007. We anticipate that our 2009 regeffiom the USF High Cost Loop
support program will be lower than 2008 by appraadety $12-14 million.
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Since May 2007, the FCC and the Federal-Stzitd Board on Universal Service have each propasggties of reforms that could, if
adopted, substantially restructure current USF anog, including comprehensive reform proposalsassld for public comment in
November 2008. Until the FCC acts on those reconalaiions or issues final rules, we cannot estinfadrpact that such proposals wo
have on our operations. In addition, there areralyar of judicial appeals challenging several asgpetthe FCC’s universal service rules and
various Congressional proposals seeking to sulisigmodify USF programs, none of which have beesolved at this time. We will contin
to be active in monitoring these developments.

Technological developments have led to thesiigament of new services that compete with tradéid EC services. Technological
improvements have enabled cable television compdaiprovide traditional circuit-switched telephaeevice over their cable networks, and
several national cable companies have aggresgivegued this opportunity. Additionally, severalgarelectric utilities have announced plans
to offer communications services that compete WHEICS. Improvements in the quality of “Voice-ovetdmet Protocol” (“VolP")service hawvi
led several cable, Internet, data and other comeatiohs companies, as well as start-up comparesjtistantially increase their offerings of
VolIP service to business and residential custonv&®? providers frequently use existing broadbaetivorks to deliver flat-rate, all distance
calling plans that may offer features that caneatlily be provided by traditional LECs and may beqd below those currently charged for
traditional local and long distance telephone s&wi In late 2003, the FCC initiated rulemakingcpealings to address the regulation of VolP,
and has adopted orders establishing some initi@dregulatory guidelines. There can be no assardmat future rulemaking will be on terms
favorable to ILECs, or that VolP providers will reaticcessfully compete for our customers.

In 2003, the FCC opened a broad intercaroemmensation proceeding with the ultimate goal eating a uniform mechanism to be used by
the entire telecommunications industry for paymémetsveen carriers originating, terminating, cargyor delivering telecommunications traf
The FCC has received intercarrier compensationgs@p from several industry groups, and industgotiations are continuing with the goal
of developing a consensus plan that addresseottoeimns of carriers from all industry segmentdata 2008, the FCC issued a document that,
among other things, requested public comment ochla@man’s draft proposal which would require s to reduce access charges to a rate
that was significantly lower than what we currertharge. It is currently unclear when the FCC naetaction with respect to the draft
proposals. Adoption of the chairman’s original prsal, which is included in the latest draft oraemild result in a material adverse impact on
our results of operations. Until the FCC’s procegdioncludes and the changes, if any, to the egistiles are established, we cannot estimate
the impact this proceeding will have on our resofteperations.
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Many cable, technology or other communicatiompanies that previously offered a limited ranfjsesvices are now, like us, offering
diversified bundles of services. As such, a growingber of companies are competing to serve theraaritations needs of the same
customer base. Several of these companies stdfegihg full service bundles before us, which coglde them an advantage in building
customer loyalty. Such activities will continuegiace downward pressure on the demand for our adices.

Recent events affecting Buring the last few years, all of the states inahhive provide telephone services have taken ldwyislar
regulatory steps to further introduce competitiotoithe LEC business. The number of companies whaele requested authorization to
provide local exchange service in our service aheasncreased in recent years, especially in drikets we acquired from Verizon in 2002
and 2000, and it is anticipated that similar actiway be taken by others in the future.

Certain long distance carriers continue taest) that certain of our LECs reduce intrastatesstariffed rates. In addition, we have recently
experienced reductions in intrastate traffic, @dlstidue to the displacement of minutes by wirelessctronic mail and other optional calling
services. In 2008 we incurred a reduction in otnastate revenues of approximately $29.0 milliompared to 2007 primarily due to these
factors. The corresponding decrease in 2007 cordgar2006 was $20.9 million. We believe this trefidiecreased intrastate minutes will
continue in 2009, although the magnitude of suatrelese is uncertain.

Over the past several years, each of the BE@emmunications Commission, Universal Service Adstrative Company and certain
Congressional committees has initiated wide-rangaviews of the administration of the federal US6goam. As part of this process, we,
along with a number of other USF recipients, haveengone a number of USF audits and have alsovestegquests for information from the
FCC'’s Office of Inspector General (“OIG”) and Coagsional committees. In addition, in July 2008 e&eived a subpoena from the OIG
requesting a broad range of information regardimgdepreciation rates and methodologies since ZD0®.0IG has not identified to us any
specific issues with respect to our participatiomhe USF program and none of the audits completedte has identified any material issues
regarding our participation in the USF program. \&/lie believe our participation is in compliancehwiCC rules and in accordance with
accepted industry practices, we cannot predict eétitainty the timing or outcome of these varioesgews. We have complied with and are
continuing to respond to all requests for inforrati

Exclusive of acquisitions, we expect our ofiagarevenues in 2009 to decline as we continuextierience downward pressure primarily
due to continued access line losses, reduced waivgervice funding and lower network access reegenWe expect such declines to be
partially offset primarily due to increased demémdour high-speed Internet service offering.
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For a more complete description of reguladiod competition impacting our operations and variatendant risks, please see Items 1 and
1A of our Annual Report on Form 10-K for the yeaded December 31, 2008.

Other mattersWe currently account for our regulated telephonerations (except for the properties acquired froenixon in 2002) in
accordance with the provisions of Statement of fiéied Accounting Standards No. 71, “Accounting ttee Effects of Certain Types of
Regulation” (“SFAS 71”)Actions by regulators can provide reasonable assaraf the recognition of an asset, reduce or ahmei the value ¢
an asset and impose a liability on a regulatedrprise. Such regulatory assets and liabilitiesraqeired to be recorded and, accordingly,
reflected in the balance sheet of an entity sullie&FAS 71. We continuously monitor the ongoinglibility of SFAS 71 to our regulated
telephone operations due to the changing regulatompetitive and legislative environments, arid fiossible that changes in regulation,
legislation or competition or in the demand forukeged services or products could result in owgpkbne operations no longer being subject to
SFAS 71 in the near future. As of December 31, 20@8believe that SFAS 71 still applies.

In September 2008, we filed a petition wite CC to convert our remaining rate-of-return staas to price cap regulation effective
January 1, 2009 and, to the extent necessary, seglikmited waivers of certain pricing and unia@rservice high-cost support rules related to
our election. Such petition was not addressed ey-thC in 2008 and remains pending. Should theigetite approved by the FCC, we believe
this would require us to discontinue the accountaggirements of SFAS 71 as of the effective dateeconversion to price cap regulation. In
that event, implementation of Statement of Findmstzounting Standards No. 101 (“SFAS 101"), “Regell Enterprises — Accounting for
the Discontinuance of Application of FASB Statemidot 71,” would require the write-off of previoushgtablished regulatory assets and
liabilities. Depreciation rates of certain assetsblished by regulatory authorities for our telepd operations subject to SFAS 71 have
historically included a component for removal castexcess of the related salvage value. Notwitttitey the adoption of Statement of
Financial Accounting Standards No. 143 “AccountiogAsset Retirement Obligations” (“SFAS 143"), SEA 1 requires us to continue to
reflect this accumulated liability for removal cosh excess of salvage value even though there isgal obligation to remove the assets.
Therefore, we did not adopt the provisions of SBAS for our telephone operations subject to SFASSFAS 101 further provides that the
carrying amounts of property, plant and equipmeata be adjusted only to the extent the assetsrgraired and that impairment shall be
judged in the same manner as for nonregulatedpeiges.

Our consolidated balance sheet as of DeceB1he2008 included regulatory liabilities of appnmétely $216.5 million related to estimated
removal costs embedded in accumulated depreci@®described above). Upon the discontinuance ASSHL, such amount (on an after-tax
basis) will be
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reflected as an extraordinary gain on our constdiflatatement of income for the period in whichdfsgontinuance takes effect.

When our regulated operations cease to quiaifthe application of SFAS 71, we do not expeateticord an impairment charge related to
the carrying value of the property, plant and emeépt of our regulated telephone operations. Additily, upon the discontinuance of SFAS
71, we would be required to revise the lives of puaperty, plant and equipment to reflect the eatéd useful lives of the assets. We do not
expect such revisions in asset lives, or the eltidm of other regulatory assets and liabilitieshave a material unfavorable impact on our
results of operations. Upon the discontinuanceF#$ 71, we also would be required to eliminateaiarintercompany transactions with
regulated affiliates that currently are not elim@thunder the application of SFAS 71. For 2008 raximately $197 million of revenues (and
related costs) would have been eliminated had wéeen subject to the provisions of SFAS 71. Fgula&ory purposes, the accounting and
reporting of our telephone subsidiaries would retffected by the discontinued application of SFAS

If the FCC adopts new rules on intercarrienpensation, we may withdraw our petition for prieg regulation. If we have not discontini
the accounting requirements of SFAS 71 prior togtfiective date of the acquisition of EMBARQ), wdibee the consummation of this
acquisition would require us to discontinue theligpgion of SFAS 71 effective as of the closingedat

We have certain obligations based on fedstale and local laws relating to the protectiothefenvironment. Costs of compliance through
2008 have not been material, and we currently ddoalieve that such costs will become material.
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FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Report of Management

The Shareholders
CenturyTel, Inc.:

Management has prepared and is responsibtedantegrity and objectivity of our consolidatiaancial statements. The consolidated
financial statements have been prepared in accoedaith accounting principles generally acceptethéUnited States of America and
necessarily include amounts determined using ostrjbdgments and estimates.

Our consolidated financial statements have laeslited by KPMG LLP, an independent registerdalipaccounting firm, who have
expressed their opinion with respect to the fasr@gthe consolidated financial statements. Thaidlitavas conducted in accordance with
standards of the Public Company Accounting Ovetdgiard (United States).

Management is responsible for establishingraathtaining adequate internal control over finahoéporting, a process designed to provide
reasonable assurance regarding the reliabilitynaiicial reporting and the preparation of finansiatements for external purposes in
accordance with generally accepted accounting ipteez Under the supervision and with the partitgraof management, including our
principal executive officer and principal financ@ficer, we conducted an evaluation of the effeamtiess of our internal control over financial
reporting based on the frameworklinternal Control — Integrated Framewoitsued by the Committee of Sponsoring Organizatofribe
Treadway Commission (“COSO”). Based on our evatuatinder the framework of COS@anagement concluded that our internal control
over financial reporting was effective as of Decembl, 2008. The effectiveness of our internal edrver financial reporting as of
December 31, 2008 has been audited by KPMG LLBtaaed in their report which is included herein.

Because of its inherent limitations, interoahtrol over financial reporting may not preventetect misstatements. Also, projections of any
evaluation of effectiveness to future periods agjext to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdates may deteriorate.

The Audit Committee of the Board of Direct@somposed of independent directors who are rfimten$ or employees. The Committee
meets periodically with the external auditors, ingg auditors and management. The Committee carssile independence of the external
auditors and the audit scope and discusses inteon#lol, financial and reporting matters. Both éxéernal and internal auditors have free
access to the Committee.

/s/ R. Stewart Ewing, J

R. Stewart Ewing, Ji
Executive Vice President and Chief Financial Offi

February 27, 200
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Report of Independent Registered Public Accourfinm

The Board of Directors and Stockholders
CenturyTel, Inc.:

We have audited the accompanying consolidaétahce sheets of CenturyTel, Inc. and subsidiitresCompany) as of December 31, 2
and 2007, and the related consolidated stateméirisame, comprehensive income, cash flows, anckbtmders’ equity for each of the years
in the three-year period ended December 31, 2088s4 consolidated financial statements are th@mnstglity of the Company managemer
Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on alitsau

We conducted our audits in accordance withstaadards of the Public Company Accounting Ovétdpard (United States). Those
standards require that we plan and perform thetsitmbbtain reasonable assurance about whethéintiveial statements are free of material
misstatement. An audit includes examining, on tliasis, evidence supporting the amounts and digids in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenentelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financiakstaents referred to above present fairly, in altarial respects, the financial position of the
Company as of December 31, 2008 and 2007, anc:#u#ts of their operations and their cash flowssiaeh of the years in the three-year
period ended December 31, 2008, in conformity Wit8. generally accepted accounting principles.

As discussed in Note 12 to the consolidatedrfcial statements, effective January 1, 2007Ctirapany changed its method of accounting
for uncertain tax positions. In addition, as disagsin Note 1 to the consolidated financial stat@sjen 2006, the Company changed its me
of accounting for share-based payments (effectwveidry 1, 2006) and pension and postretiremenffite(es of December 31, 2006).

We also have audited, in accordance with thedards of the Public Company Accounting Oversiyard (United States), the Company’s
internal control over financial reporting as of [@etber 31, 2008, based on criteria establishéadt@rnal Control—Integrated Framework
issued by the Committee of Sponsoring Organizatidribe Treadway Commission, and our report datdardrary 27, 2009 expressed an
unqualified opinion on the effectiveness of the @amy’s internal control over financial reporting.

/s KPMG LLP
Shreveport, Louisiana
February 27, 2009
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Report of Independent Registered Public Accourfinm

The Board of Directors and Stockholders
CenturyTel, Inc.:

We have audited CenturyTel, Inc. and subdeBafthe Company) internal control over finanaigborting as of December 31, 2008, based
on criteria established imternal Control—Integrated Framewoiksued by the Committee of Sponsoring Organizatidrike Treadway
Commission (COSO)The Company’s management is responsible for maimigieffective internal control over financial repog and for its
assessment of the effectiveness of internal contret financial reporting, included in the accomyiag Report of ManagemenOur
responsibility is to express an opinion on the Canyps internal control over financial reporting beson our audit.

We conducted our audit in accordance withsthedards of the Public Company Accounting Ovetdigtard (United States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whetheatigifanternal control over financial
reporting was maintained in all material respe®tst audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness eaististesting and evaluating the design and operaffectiveness of internal control based on
the assessed risk. Our audit also included perfaymiich other procedures as we considered necesshgy/circumstances. We believe that
our audit provides a reasonable basis for our opini

A company’s internal control over financiapogting is a process designed to provide reasoregserance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company’s internal control over financial repogiincludes those policies and procedures thgté€ftain to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseofompany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company’s assets that could lrareterial effect on the financial statements.

Because of its inherent limitations, interoahtrol over financial reporting may not preventetect misstatements. Also, projections of any
evaluation of effectiveness to future periods agjext to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdates may deteriorate.

In our opinion, the Company maintained, innaditerial respects, effective internal control dir@ancial reporting as of December 31, 2008,
based on criteria establishediiernal Control—Integrated Frameworksued by the COSO.

We also have audited, in accordance with taedards of the Public Company Accounting Oversiyard (United States), the consolida
balance sheets of CenturyTel, Inc. and subsidiasesf December 31, 2008 and 2007, and the retatesblidated statements of income,
comprehensive income,
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cash flows, and stockholders’ equity for each efyhars in the three-year period ended Decemb&8B, and our report dated February 27,
2009 expressed an unqualified opinion on thosedtmated financial statements.

/s KPMG LLP
Shreveport, Louisiana
February 27, 2009
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CENTURYTEL, INC.
Consolidated Statements of Income

Year ended December &

2008

2007

2006

(Dollars, except per share amour

and shares in thousanc

OPERATING REVENUES $2,599,74 2,656,24. 2,447,73
OPERATING EXPENSE!
Cost of services and products (exclusive of deptiei and amortizatior 955,47: 937,37" 888,41
Selling, general and administrati 399,13t 389,53 370,27
Depreciation and amortizatic 523,78t 536,25! 523,50¢
Total operating expens: 1,878,39! 1,863,16: 1,782,19.
OPERATING INCOME 721,35: 793,07¢ 665,53¢
OTHER INCOME (EXPENSE
Interest expens (202,21) (212,90¢) (195,95))
Other income (expens 40,95¢ 38,77( 121 ,56¢
Total other income (expens (161,267 (174,139 (74,389
INCOME BEFORE INCOME TAX EXPENSI 560,08¢ 618,94: 591,14¢
Income tax expens 194,35 200,57. 221,12:
NET INCOME $ 365,73: 418,37( 370,02
BASIC EARNINGS PER SHARI $ 3.57 3.82 3.17
DILUTED EARNINGS PER SHARE $ 3.5¢ 3.72 3.07
DIVIDENDS PER COMMON SHARE $ 2.167¢ .26 .25
AVERAGE BASIC SHARES OUTSTANDINC 102,26¢ 109,36( 116,67:
AVERAGE DILUTED SHARES OUTSTANDINCGC 102,87: 113,09« 122,22¢

See accompanying notes to consolidated financigstents.
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CENTURYTEL, INC.

Consolidated Statements of Comprehensive Income

Year ended December &

2008 2007 2006
(Dollars in thousands
NET INCOME $365,73. 418,37( 370,02°
OTHER COMPREHENSIVE INCOME, NET OF TAXE
Minimum pension liability adjustment, net of $9&& — — 1,54¢
Marketable securities
Unrealized gain (loss) on investments, net of (338247 and $411 ts (539 877 65¢
Reclassification adjustment for gain included ihineome, net of ($1,730) t¢ (2,77¢€) — —
Derivative instruments
Net gains on derivatives hedging variability ofltélews, net of $294 ta — 471 —
Reclassification adjustment for gains includedenincome, net of $267, $254 a
$234 tax 42¢ 407 37¢
Items related to employee benefit plar
Change in net actuarial loss, net of ($48,656)%2&|583 ta (82,505 52,48: —
Change in net prior service credit, net of ($58%) $1,724 ta; (945) 2,76¢ —
Reclassification adjustment for gains (losses)udet in net income
Amortization of net actuarial loss, net of $1,198 4,409 ta: 1,921 6,55¢ —
Amortization of net prior service credit, net of, 321 and ($771) ta 3,62 (1,23¢) —
Amortization of unrecognized transition asset,gfg$55) tax — (89) —
Net change in other comprehensive income (los$)dfneeclassificatior
adjustment), net of tax (80,782 62,23¢ 2,58
COMPREHENSIVE INCOME $284,95( 480,60! 372,60¢

* Reflected in 2008 and 2007 due to the Decembe2@®16 adoption of SFAS 15

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

December 31

2008

2007

(Dollars in thousands

ASSETS
CURRENT ASSET¢
Cash and cash equivale $ 243,32 34,40:
Accounts receivabl
Customers, less allowance of $10,973 and $12 153,83 152,80¢
Interexchange carriers and other, less allowan&s @17 and $8,23 76,454 70,21¢
Materials and supplies, at average « 8,862 8,55¢
Other 72,92¢ 26,41:
Total current asse 555,40° 292,39¢
NET PROPERTY, PLANT AND EQUIPMEN 2,895,89. 3,108,37!
GOODWILL AND OTHER ASSETS
Goodwill 4,015,67: 4,010,911
Other 787,22: 772,86
Total goodwill and other asse 4,802,89I 4,783,77:
TOTAL ASSETS $8,254,19! 8,184,55.
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Current maturities of lor-term debi $ 20,407 279,89¢
Accounts payabl 135,08t 120,38:
Accrued expenses and other current liabili
Salaries and benefi 99,64¢ 64,38(
Income taxe: — 54,23
Other taxe: 44,13 48,96!
Interest 75,76¢ 80,10:
Other 26,77 30,94
Advance billings and customer depo: 56,57( 57,63
Total current liabilities 458,39( 736,53!
LONG-TERM DEBT 3,294,11! 2,734,35
DEFERRED CREDITS AND OTHER LIABILITIES 1,338,44l 1,304,45!
STOCKHOLDERY¢ EQUITY
Common stock, $1.00 par value, authorized 350,@@0shares, issued and outstanding 100,277,21
108,491,736 share 100,27" 108,49:.
Paic-in capital 39,96! 91,14,
Accumulated other comprehensive loss, net o (123,489 (42,709
Retained earning 3,146,25! 3,245,30.
Preferred stoc— nor-redeemabli 23€ 6,971
Total stockholder equity 3,163,241 3,409,20!
TOTAL LIABILITIES AND EQUITY $8,254,19! 8,184,55.

See accompanying notes to consolidated finanassients.
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CENTURYTEL, INC.
Consolidated Statements of Cash Flows

Year ended December &

2008 2007 2006
(Dollars in thousands
OPERATING ACTIVITIES
Net income $ 365,73: 418,37( 370,02
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciation and amortizatic 523,78t 536,25! 523,50¢
Gains on asset dispositions and liquidation of retatile securitie (12,457 (15,649 (118,649
Deferred income taxe 67,51¢ 1,01¢ 49,68t
Shar-based compensatic 16,39( 19,96: 11,90
Income from unconsolidated cellular ent (12,049 (14,579 (5,867)
Distributions from unconsolidated cellular ent 15,96( 10,22¢ —
Changes in current assets and current liabili
Accounts receivabl (7,97 15,92( 7,90¢
Accounts payab 14,04 (13,699 24,90¢
Accrued taxe! (64,779 11,60« (49,739
Other current assets and other current liabilities (15,617 23,78: 10,26¢
Retirement benefit (26,06¢) 27,35( 5,96:
Excess tax benefits from sh-based compensatic (1,129 (6,427) (12,039
Decrease in noncurrent ass 9,74¢ 12,71¢ 9,07¢
Increase (decrease) in other noncurrent liabil (27,56)) (20,78)) 70¢
Other, ne 7,742 23,90t 13,04
Net cash provided by operating activit 853,30( 1,029,98! 840,71¢
INVESTING ACTIVITIES
Payments for property, plant and equipmr (286,81) (326,04Y (314,07)
Purchase of wireless spectn (148,96 — —
Acquisitions, net of cash acquir — (306,809 —
Proceeds from liquidation of marketable securi 34,94 — —
Proceeds from redemption of Rural Telephone Bamk: 5,20¢ 122,81¢
Proceeds from sale of ass 15,80¢ 8,231 5,86t
Other, ne (3,96§ 22E (8,349
Net cash used in investing activiti (388,99) (619,189 (193,73)
FINANCING ACTIVITIES
Payments of det (285,40)) (712,98() (81,995
Proceeds from issuance of di 563,11! 741,84( 23,00(
Repurchase of common sta (347,269 (460,67¢) (802,18%)
Net proceeds from settlement of hed 20,74 —
Proceeds from issuance of common st 14,59¢ 49,40 97,80z
Excess tax benefits from sh-based compensatic 1,12¢ 6,42 12,03«
Cash dividend. (220,26¢) (29,057 (29,209
Other, ne (2,030 2,97: 383
Net cash used in financing activiti (255,38() (402,069 (780,16¢)
Net increase (decrease) in cash and cash equis 208,92! 8,73¢ (133,179
Cash and cash equivalents at beginning of 34,40: 25,66¢ 158,84¢
CASH AND CASH EQUIVALENTS AT END OF YEAF $ 243,32 34,40 25,66¢

See accompanying notes to consolidated finanassients.

A-40




Table of Contents

CENTURYTEL, INC.

Consolidated Statements of Stockholders’ Equity

Year ended December &

2008 2007 2006
(Dollars, except per share amout
and shares in thousanc
COMMON STOCK (represents dollars and sha
Balance at beginning of ye $ 108,49: 113,25 131,07
Repurchase of common sto (9,676 (10,219 (21,43))
Conversion of debt into common stc — 3,69¢ —
Conversion of preferred stock into common st 367 26 22
Issuance of common stock through dividend reinveatpincentive and benefit pla 1,09¢ 1,72¢ 3,59(C
Balance at end of ye: 100,27" 108,49: 113,25:
PAID-IN CAPITAL
Balance at beginning of ye 91,147 24,25¢ 129,80t
Repurchase of common sto (93,079 (155,03¢) (222,999
Conversion of debt into common stc 142,73: —
Conversion of preferred stock into common st 6,36¢ 45% 37¢
Issuance of common stock through dividend reinveatnincentive and benefit pla 13,50¢ 47,67¢ 94,21
Excess tax benefits from sh-based compensatic 1,12: 6,427 12,03
Share based compensation and o 20,89: 24,63} 10,82
Balance at end of ye: 39,96! 91,14% 24,25¢
ACCUMULATED OTHER COMPREHENSIVE LOSS, NET OF TA
Balance at beginning of ye (42,707 (104,947) (9,619
Effect of adoption of SFAS 158, net of tax (seeeé\b} — — (97,909
Net change in other comprehensive loss (net oéssdication adjustment), net of t (80,782 62,23¢ 2,582
Balance at end of ye: (123,489 (42,707 (104,947
RETAINED EARNINGS
Balance at beginning of ye 3,245,30. 3,150,93. 3,358,16.
Net income 365,73. 418,37( 370,02°
Repurchase of common st (244,51) (295,42) (557,759
Cumulative effect of adoption of SAB 108 (see Nb)i — — 9,70¢
Cumulative effect of adoption of FIN 48 (see No&} — 47¢ —
Cash dividends declar¢
Common stock— $2.1675, $.26 and $.25 per sh (220,08¢) (28,684 (28,82))
Preferred stoc (180 (36€) (380
Balance at end of ye: 3,146,25! 3,245,30. 3,150,93.
PREFERRED STOCI— NON-REDEEMABLE
Balance at beginning of ye 6,971 7,45( 7,85(
Conversion of preferred stock into common st (6,73%) (479) (400
Balance at end of ye: 23€ 6,971 7,45(
TOTAL STOCKHOLDERY EQUITY $3,163,241 3,409,20! 3,190,95.

See accompanying notes to consolidated financigstents.
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CENTURYTEL, INC.
Notes to Consolidated Financial Statements
December 31, 2008

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Pending acquisitio- On October 26, 2008, we entered into a definitherger agreement to acquire Embarqg CorporatioMBERQ") in a
stock-for-stock transaction. Under the terms ofdgseement, EMBARQ shareholders will receive 1.87tGryTel shares for each share of
EMBARQ common stock they own at closing. On Decendie 2008, EMBARQ had outstanding approximatel2.44million shares of
common stock and $5.7 billion of long-term debteTwo companies have a combined operating preser8&®states with approximately
7.7 million access lines and two million broadba@ndtomers. Completion of the transaction is sulifetitie receipt of regulatory approvals,
including approvals from the Federal CommunicatiGosnmission (“FCC”) and certain state public seewiommissions, as well as other
customary closing conditions. Subject to these itimms, we anticipate closing this transactiontie second quarter of 2009.

Principles of consolidatio- Our consolidated financial statements includeateounts of CenturyTel, Inc. and its majority-owrsebsidiaries.

Regulatory accountin- Our regulated telephone operations (except ®iptioperties acquired from Verizon in 2002) argextito the
provisions of Statement of Financial Accountingrigt@rds No. 71, “Accounting for the Effects of Certdypes of Regulation” (“SFAS 71").
Actions by regulators can provide reasonable asseraf the recognition of an asset, reduce or shiei the value of an asset and impose a
liability on a regulated enterprise. Such regulatmssets and liabilities are required to be reabatel, accordingly, reflected in the balance
sheet of an entity subject to SFAS 71. We contislyomonitor the ongoing applicability of SFAS 71dor regulated telephone operations due
to the changing regulatory, competitive and legigtaenvironments, and it is possible that changesgulation, legislation or competition ot
the demand for regulated services or products caddlt in our telephone operations no longer bsirgiect to SFAS 71 in the near future. As
of December 31, 2008, we believe that SFAS 71atifllies.

In September 2008, we filed a petition wite CC to convert our remaining rate-of-return staas to price cap regulation. Such petition
was not addressed by the FCC in 2008 and remairdirge Should the petition be approved by the F@€Dbelieve such an event would
require us to discontinue the accounting requiramenhSFAS 71 as of the effective date of the cosiva to price cap regulation. Our
consolidated balance sheet as of December 31,iB80Q&led regulatory liabilities of approximately #25 million related to estimated removal
costs embedded in accumulated depreciation (agreeqo be
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recorded by regulators). Net deferred income taetasrelated to the regulatory assets and ligsljuantified above were $84.4 million. Upon
the discontinuance of SFAS 71, such net amount31illion) will be reflected as an extraordinggin on our consolidated statement of
income. Upon the discontinuance of SFAS 71, we aisald be required to eliminate certain intercomptansactions with regulated affiliates
that currently are not eliminated under the appibeaof SFAS 71. For 2008, approximately $197 railliof revenues (and related costs) would
have been eliminated had we not been subject tprthasions of SFAS 71. For regulatory purposes,dbcounting and reporting of our
telephone subsidiaries would not be affected bydtkeontinued application of SFAS 71.

Estimates- The preparation of financial statements in comfity with generally accepted accounting principleguires management to make
estimates and assumptions that affect the repartexiints of assets and liabilities and disclosuireofingent assets and liabilities at the da
the financial statements and the reported amodressenues and expenses during the reporting peticitial results may differ from those
estimates.

Revenue recognitic- Revenues are generally recognized when serviegsravided or when products are delivered to custs. Revenue that
is billed in advance includes monthly recurringwmtk access services, special access services anthijmrecurring local line charges. The
unearned portion of this revenue is initially defekas a component of advance billings and custoeyosits on our balance sheet and
recognized as revenue over the period that thécesrare provided. Revenue that is billed in ag@@ludes switched access services,
nonrecurring network access services, nonreculoicg services and long distance services. Theeedont unbilled portion of this revenue is
recognized as revenue in the period that the ses\dce provided. Revenues from installation adtiviare deferred and recognized as revenue
over the estimated life of the customer relatiopsihe costs associated with such installatiorvitiets, up to the related amount of deferred
revenue, are deferred and recognized as an oee¢pense over the same period.

Certain of our telephone subsidiaries’ revenare based on tariffed access charges filed fineith the FCC; the remainder of our
telephone subsidiaries participate in revenue sgairangements with other telephone companiesterstate revenue (except for broadband
related revenues) and for certain intrastate rewe8uch sharing arrangements are funded by tahey and/or access charges within state
jurisdictions and by access charges in the intersterket. Revenues earned through certain shariraggements are initially recorded ba
on our estimates.

Allowance for doubtful accoun. In evaluating the collectibility of our accoumezeivable, we assess a number of factors, inauaispecific
customer’s or carrier’s ability to meet its finaalobbligations to us, the length of time the reabie has been past due and historical collection
experience. Based on these assessments, we rextbrsplecific and general reserves for uncollectigieounts receivable to reduce the stated
amount of applicable accounts receivable to theusmnwe ultimately expect to collect.
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Property, plant and equipme- Telephone plant is stated at original cost. Ndnagrements of telephone plant are charged atains
accumulated depreciation, along with the cost&pfaval, less salvage, with no gain or loss recaghiRenewals and betterments of plant and
equipment are capitalized while repairs, as weteagwals of minor items, are charged to operamgense. Depreciation of telephone plant is
provided on the straight line method using classvarall group rates acceptable to regulatory aittes; such average rates range from 2% to
20%.

Non-telephone property is stated at cost een sold or retired, a gain or loss is recogniBbreciation of such property is provided on
the straight line method over estimated servioeslitanging from two to 35 years.

Intangible asset- Statement of Financial Accounting Standards M@, 1Goodwill and Other Intangible Assets” (“SFA82L), requires
goodwill recorded in a business combination todewed for impairment and to be written down onlyperiods in which the recorded
amount of goodwill exceeds its fair value. SFAS &b stipulates certain factors to consider reggrathether or not a triggering event has
occurred that would require performance of an inteyoodwill impairment test. We test impairmentgofodwill at least annually by comparing
the fair value of the reporting unit to its caryimalue (including goodwill). We base our estimaiéthe fair value of the reporting unit on
valuation models using criterion such as multiglesarnings. See Note 3 for additional information.

Long-lived assets Statement of Financial Accounting Standards M., TAccounting for the Impairment or Disposal ajrig-Lived

Assets” (“SFAS 144"), addresses financial accognéind reporting for the impairment or disposalanig-lived assets (exclusive of goodwill).
During 2007, we recognized a $16.6 million preitapairment charge in order to write-down the vadfieertain of our long-lived assets in
certain of our CLEC markets to their estimatedizedle value. Such assets were subsequently stibiseparate transactions in 2008.

Affiliated transactions- Certain of our service subsidiaries provide inatadh and maintenance services, materials and issppind manageri
operational, technical, accounting and administeasiervices to other subsidiaries. In addition,t@sfTel provides and bills management
services to subsidiaries and in certain instancaeesiinterest bearing advances to finance constnuet plant and purchases of equipment and
to meet working capital requirements. These traitas are recorded by our telephone subsidiariéiseitt cost to the extent permitted by
regulatory authorities. Intercompany transactioith vegulated affiliates subject to SFAS 71 havebeen eliminated in connection with
consolidating the results of operations of Centehdnd its subsidiaries. Intercompany transactwitis affiliates not subject to SFAS 71 have
been eliminated.
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Income taxe- We file a consolidated federal income tax retwith our eligible subsidiaries. We use the assdtlaility method of
accounting for income taxes under which deferrecsets and liabilities are established for titeréutax consequences attributable to
differences between the financial statement cagrgimounts of assets and liabilities and their rethpetax bases.

Postretirement and pension pla- We adopted the provisions of Statement of Firelrstcounting Standards No. 158, “Employers’
Accounting for Defined Benefit Plans and Other Retfement Plans” (“SFAS 158”) as of December 310& SFAS 158 requires us to
recognize the overfunded or underfunded statusioflefined benefit and postretirement plans assaatar a liability on our balance sheet,
with an adjustment to stockholders’ equity (refeeths an increase or decrease in accumulatedaatimgrehensive income or loss). The effect
of applying SFAS 158 reduced our stockholders’ gojoy approximately $97.9 million as of December 2006.

Cumulative effect adjustmenin September 2006, the Securities and Exchangen@ssion issued Staff Accounting Bulletin No. 108,
“Considering the Effect of Prior Year Misstatemewtsen Quantifying Misstatements in Current Yearafitial Results” (“SAB 108"). SAB
108 addresses how the effects of prior year unctademisstatements should be considered when dyiagtmisstatements in current year
financial statements. SAB 108 requires companiegitmtify misstatements using both a balance simbach and income statement
approach and to evaluate whether either approaciitseén quantifying an error that is materialight of the relevant quantitative and
qualitative factors.

As of December 31, 2006, we identified twostasements that previously were deemed immatesiabuthe income statement approach
were deemed material upon application of the ba&laheet approach. Such misstatements relatettee (failure to capitalize interest in
connection with the development of our billing st which began in the late 1990’s; and (ii) thlufa to defer the revenues and costs
associated with installation activities relateato service offerings. Using the guidance of SAB,Me recorded a net cumulative effect
adjustment to retained earnings (as of Januar@d6)2 which increased retained earnings approxim&&7 million (presented on an after-tax
basis). Of the $9.7 million net increase to retdiearnings, approximately $14.0 million relatedhe capitalized interest adjustment, which
partially offset by a reduction to retained earsinng approximately $4.3 million related to the aikttion activities adjustment.

Stock-based compensatiokffective January 1, 2006, we adopted the prowisiof Statement of Financial Accounting Stand&tds123
(Revised 2004), “Share-Based Payment”, which regusrto measure our cost of awarding employeesegtiity instruments based upon the
fair value of the award on the grant date. See Néttor additional information.
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Derivative financial instrument We account for derivative instruments and hedgictivities in accordance with Statement of Finahci
Accounting Standards No. 133, “Accounting for Dative Instruments and Hedging Activities” (“SFAS3LB as amended. SFAS 133, as
amended, requires that all derivative instrumesush as interest rate swaps, be recognized inrtaedial statements and measured at fair \
regardless of the purpose or intent of holding themthe date a derivative contract is entered intodesignate the derivative as either a fair
value or cash flow hedge. A hedge of the fair valfia recognized asset or liability or of an unigriaed firm commitment is a fair value
hedge. A hedge of a forecasted transaction ordhiahility of cash flows to be received or paidcated to a recognized asset or liability is a «
flow hedge. We also formally assess, both at tligé's inception and on an ongoing basis, whethedd#rivatives that are used in hedging
transactions are highly effective in offsetting mbes in fair values or cash flows of hedged itdinse determine that a derivative is not, or is
no longer, highly effective as a hedge, we wouktdntinue hedge accounting prospectively. We rezedll derivatives on the balance sheet
at their fair value. Changes in the fair value efidative financial instruments are either recogdiin income or stockholders’ equity (as a
component of accumulated other comprehensive indtwes)), depending on the use of the derivativiahether it qualifies for hedge
accounting. We do not hold or issue derivativeritial instruments for trading or speculative pugssvianagement periodically reviews our
exposure to interest rate fluctuations and implemstrategies to manage the exposure. See Notea@diitional information.

Earnings per shar- Basic earnings per share amounts are determiméitedbasis of the weighted average number of camshares
outstanding during the applicable accounting periditlited earnings per share gives effect to ateptial dilutive common shares that were
outstanding during the period. See Note 13 fortamithl information.

Cash equivalentsWe consider short-term investments with a matwaitdate of purchase of three months or less tabk equivalents.

(2) ACQUISITIONS

On April 30, 2007, we acquired all of the daisling stock of Madison River Communications C¢tbladison River”)from Madison Rive
Telephone Company, LLC for an initial aggregatechase price of approximately $322 million cashcénnection with the acquisition, we
also paid all of Madison River’s existing indebteds (including accrued interest), which approxim&&22 million. At the time of this
acquisition, Madison River operated approximateg,000 predominantly rural access lines in foutestavith more than 30% high-speed
Internet penetration and its network included owhir in a 2,100 route mile fiber network. We bedighis acquisition adds attractive markets
with good demographics and growth prospects arfibiés network is complementary to our existing igtens.
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We accounted for the acquisition of MadisoueRias a purchase under the guidance of Staterh&iriancial Accounting Standards
No. 141,“Business Combinations” (“SFAS 141”) and Statemartinancial Accounting Standards No. 71, “Accongtfor the Effects of
Certain Types of Regulation” (“SFAS 71"). SFAS l#tuires us to record the assets acquired anditiediassumed at their respective fair
values. In accordance with SFAS 71, we recordedixbd assets of Madison River’s regulated teleghoperations at historical book value
since those values are used to develop the ratebavge to our customers (which are approved bylaggry authorities).

We reflected the results of operations ofMeglison River properties in our consolidated resaftoperations beginning May 1, 2007.

The total cost of the Madison River acquisitis composed of the following components (amoimtiousands):

Cash paid (1 $321,51¢
Closing costs (2 5,26¢
Total purchase pric $326,78:

(1) Reflects the cash payment of $671,000 weivedén third quarter 2007 in accordance with thiechase agreement upon finalization of
the working capital portion of the purchase pr

(2) Closing costs primarily consist of advisory anddefges incurred in connection with the acquisit

The purchase price was allocated to the aasetsired and liabilities assumed as follows (an®imthousands):

Current assets ( $ 33,76!
Net property, plant and equipme 208,31
Identifiable intangible asse

Customer lis 156,80(

Franchise 6,40(C
Goodwill 579,78(
Other asset 21,99¢
Current liabilities (2] (25,579
Long-term debt (2 (520,000
Deferred income taxe (105,169
Other liabilities (29,526
Total purchase pric $ 326,78

(1) Includes approximately $20.0 million of acquiredlt@nd cash equivalen

(2) We paid all the lon-term debt and $2.2 million of related accrued iegé&(included ir“current liabilitie” in the above table) immediate
after closing

In December 2007, the Financial Accountingh8gads Board issued Statement of Financial Accogritandards No. 141 (revised),
“Business Combinations” (“SFAS 141(R)"), which i§eetive for us for all business combinations fdrigh the acquisition date is on or after
January 1, 2009. We will account for our pendinguésition of EMBARQ using the guidance of SFAS 1R (Because it was probable that
acquisition date of the pending EMBARQ business lmoation would be subsequent to
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the January 1, 2009 effective date of SFAS 141{R)elected to expense our EMBARQ acquisition relatests that had been incurred thro
December 31, 2008 in the fourth quarter of 2008i¢tvlaggregated approximately $5.0 million). Suchrde is reflected in selling, general and
administrative expense in our 2008 consolidategistant of income. We will expense additional acitjois related costs as incurred after
December 31, 2008.

(3) GOODWILL AND OTHER ASSETS

Goodwill and other assets at December 31, 20@32007 were composed of the following:

December 31 2008 2007
(Dollars in thousands
Goodwill $4,015,67- 4,010,911
Billing system development costs, less accumulatedrtization of $49,979 and $38,2 181,21( 192,90«
Investment in 700 MHz wireless spectrum licer 148,96 —
Intangible assets subject to amortizal
Customer list, less accumulated amortization of @35 and $18,14 146,28 163,16(
Cash surrender value of life insurance contr 96,60¢ 95,65¢
Deferred costs associated with installation adés 77,20: 81,90¢
Pension ass:t — 28,53¢
Intangible assets not subject to amortiza 42,75( 42,75(
Marketable securitie — 35,811
Investment in unconsolidated cellular partner: 33,66: 33,71
Deferred interest rate hedge contr: 19,14¢ 23,69:
Investment in debt securi — 22,80
Other 41,39¢ 51,92¢
$4,802,89! 4,783,771

Our goodwill was derived from numerous pregiagequisitions whereby the purchase price excethdefhir value of the net assets acqui
Goodwill increased in 2008 as a result of resolwiagous income tax uncertainties related to oudigan River acquisition. The vast majority
of our goodwill is attributable to our telephonesagtions, which we internally operate and managedan three geographic regions. We test
for goodwill impairment for our telephone operasat the region level due to the similar econorhigracteristics of the individual reporting
units that comprise each region. Under SFAS 14paiment of goodwill is tested by comparing the failue of the reporting unit to its
carrying value (including goodwill). Estimates bgtfair value of the reporting unit of our telepkayperations are based on valuation models
using techniques such as multiples of earningo(behterest, taxes and depreciation and amonizatiVe also evaluate goodwill impairment
of our other operations primarily based on mulspdé revenues and discounted cash flow analys#se ffair value of the reporting unit is less
than the carrying value, a second calculationgsired in which the implied fair value of goodwsl compared to its carrying value. If the
implied fair value of goodwill is less than its gang value, goodwill must be written down to itsplied fair value.
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We completed the required annual test of galbawpairment (as of September 30, 2008) under SA42 and determined our goodwill v
not impaired as of such date. Due to the detef@ran the overall stock market subsequent to Seper 30, 2008, our market capitalization as
of December 31, 2008 decreased to a level belovewuent stockholders’ equity balance. As a resudtreviewed the specific factors outlined
in SFAS 142 that would indicate whether or notiggiering event had occurred that would necessitat® perform an interim goodwill
impairment test. Based on our review of such facéord considering that our market capitalizatidvsgantially exceeds our stockholders’
equity balance after consideration of a reasonedaiérol premium of 35% based on identifiable industansactions, we concluded that we did
not have a triggering event that would requirecupdrform an interim evaluation of our goodwill footential impairment. We based such
conclusion on the fact that we do not believe thenee been any significant fundamental change® sinc annual impairment test to (i) our
business as a whole or our underlying reportingsuimcluding regulatory changes, (ii) our leveloplerating cash flows, (iii) our expectation
future levels of operating cash flows, (iv) our exttve management team and (v) the carrying valuioother long-lived assets.

We accounted for the costs to develop an iated billing and customer care system in accorelavith Statement of Position 98-1,
“Accounting for the Costs of Computer Software Deped or Obtained for Internal Use.” Aggregate talied costs (before accumulated
amortization) totaled $231.2 million and are beamgortized over a twenty-year period.

During 2008, we paid an aggregate of approtetgab149 million for 69 licenses in the FCC'’s aantof 700 megahertz (“MHz") wireless
spectrum. The 700 MHz spectrum is not expectecttoldared for usage until mid-2009 and we areistithe planning stages regarding the use
of this spectrum.

In connection with various acquisitions we éavade over the past several years, we have atbeatounts to a customer list intangible
asset, including $156.8 million from our Madisorv&i acquisition in 2007 and $22.7 million from @aquisition of properties from Verizon
Communications, Inc. (“Verizon”) in 2002. Such a@ss@re being amortized on a straight-line basis peeods that range from 5-15 years.
Total amortization expense for these customer hadeother intangible assets for 2008, 2007 and 2@36$16.9 million, $12.2 million and
$3.1 million, respectively, and is expected to b6.$ million annually from 2009 through 2011, $16illion in 2012 and $16.0 million in
2013 (excluding the effects of any acquisitionsstonmated after the date hereof).

The costs associated with installation adésiare deferred and recognized as an operatirensgpover the estimated life of the customer
relationship (10 years). Such costs are only defeto the extent of the related deferred revenue.
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In connection with the acquisitions of propestfrom Verizon in 2002 and Madison River in 2088, assigned an aggregate of $41.7 mi
of the respective purchase prices as an intang#set associated with franchise costs (which irdwnounts necessary to maintain eligibility
to provide telecommunications services in its Ismhservice areas). Such assets have an inddifimitand therefore are not subject to
amortization currently.

In anticipation of making lump sum distributgto certain participants of our Supplemental E&ge Retirement Plan (“SERP”) in early
2009, we liquidated our marketable security investta in the SERP trust during the second quart2008 and thereby increased our cash and
cash equivalents. The lump sum distributions weiid m early 2009 and aggregated approximatelyriidiion (see Note 11 for additional
information).

In the third quarter of 2004, we entered mtoagreement with DISH Network Corporation (“DISHS)provide co-branded DISH satellite
television services to our residential customesspArt of the transaction, we invested $25 millioa DISH convertible subordinated debt
security, which had a fair value at date of isseamicapproximately $20.8 million and matures in R0Commencing August 25, 2009, we can
require DISH to purchase all or a portion of thetdgecurity without premium. Therefore, as of Deben1, 2008, the $23.4 million balance
has been reflected in “Other current assets” ob#hence sheet in lieu of the previous classiftcatf this asset under “Goodwill and other
assets”.

(4) PROPERTY, PLANT AND EQUIPMENT
Net property, plant and equipment at Decem3fie2008 and 2007 was composed of the following:

December 31 2008 2007
(Dollars in thousands
Cable and wire $ 4,659,00. 4,570,93I
Central office 2,861,92! 2,775,47!
General suppol 815,63t 811,48t
Fiber transpor 327,01( 289,39:
Information origination/terminatio 81,29¢ 78,98!
Construction in progres 72,12¢ 99,64
Other 51,44¢ 40,19¢
8,868,45. 8,666,10!
Accumulated depreciatic (5,972,55) (5,557,730
Net property, plant and equipme $ 2,895,89. 3,108,37!

Depreciation expense was $506.9 million, $52dillion and $520.4 million in 2008, 2007 and 2Q6&spectively.
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(5) LONG-TERM DEBT
Our long-term debt as of December 31, 2008201 was as follows:

December 31 2008 2007
(Dollars in thousands
CenturyTel
4.32%* Senior credit facilit $ 563,11! —
Senior notes and debentur
7.20% Series D, due 20: 100,00( 100,00(
6.30% Series | — 240,00(
6.875% Series G, due 20 425,00( 425,00(
8.375% Series H, due 20 500,00( 500,00(
7.875% Series L, due 20: 500,00( 500,00(
5.0% Series M, due 20: 350,00( 350,00(
6.0% Series N, due 20: 500,00( 500,00(
5.5% Series O, due 20: 250,00( 250,00(
Unamortized net discou (6,539 (7,840
Unamortized premium associated with derivativerursents:
Series H senior note 5,12¢ 7,991
Series L senior note 20,01¢ 3,04¢
Total CenturyTe 3,206,72. 2,868,19!
Subsidiaries
First mortgage det
5.36%* notes, payable to agencies of the U. S. gowent and cooperative lending associations,
in installments through 202 107,70 120,78¢
Other deb
Unsecured mediu-term notes — 25,00(
10.0% notes 10 10C
Capital lease obligatior — 16¢€
Total subsidiarie 107,80 146,05¢
Total lon¢-term debt 3,314,52i 3,014,25!
Less current maturitie 20,40 279,89¢
Long-term debt, excluding current maturiti $3,294,11! 2,734,35

* Weighted average interest rate at December 31,

The approximate annual debt maturities forfibee years subsequent to December 31, 2008 d@laws: 2009 — $20.4 million; 2010 —
$518.9 million; 2011 — $580.0 million; 2012 — $5@&4million; and 2013 — $261.2 million.

Certain of our loan agreements contain variesgrictions, among which are limitations regagdissuance of additional debt, payment of
cash dividends, reacquisition of capital stock atiebr matters. In addition, the transfer of fundsif certain consolidated subsidiaries to
CenturyTel is restricted by various loan agreemedubsidiaries which have loans from governmenheigs and cooperative lending
associations, or have issued first mortgage bayetggrally may not loan or advance any funds to @gmel, but may pay dividends if certain
financial ratios are met. At December 31, 2008 rapmately $2.0 billion of our consolidated retainearnings reflected on the balance sheet
was available under our loan agreements for thiaggion of dividends.
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The senior notes and debentures of Centumgfetred to above were issued under an indentueslddarch 31, 1994. This indenture does
not contain any financial covenants, but does heltestrictions that limit our ability to (i) incussue or create liens upon our property and (ii)
consolidate with or merge into, or transfer or &al or substantially all of its assets to, antyeotparty. The indenture does not contain any
provisions that are impacted by our credit ratirgyghat restrict the issuance of new securitighénevent of a material adverse change to us.

Approximately 13% of our property, plant ampgment is pledged to secure the long-term debubsidiaries.

On March 29, 2007, we publicly issued $50diarilof 6.0% Senior Notes, Series N, due 2017 &&D3nillion of 5.5% Senior Notes,
Series O, due 2013. Our $741.8 million of net pealsefrom the sale of these Senior Notes were wspdyt a substantial portion of the
approximately $844 million of cash that was neeidearder to (i) pay the initial purchase price fbe acquisition of Madison River on
April 30, 2007 ($322 million) and (ii) pay off Masbn River’s existing indebtedness (including acdrimerest) at closing ($522 million). We
funded the remainder of these cash outflows fromdwdngs under our commercial paper program and cashand. See Note 2 for additional
information concerning the acquisition of MadisondR.

We called for redemption on August 14, 2000&bur $165 million aggregate principal amourit®% convertible senior debentures,
Series K, due 2032 at a redemption price of $18IPBer $1,000 principal amount of debentures, ptusued and unpaid interest through
August 13, 2007. In accordance with the indentoodders could elect to convert their debentures $iares of CenturyTel common stock at a
conversion price of $40.455 per share prior to Atd®, 2007. In lieu of cash redemption, holderapgdroximately $149.6 million aggregate
principal amount of the debentures elected to cdrikieir holdings into approximately 3.7 millionaies of CenturyTel common stock. The
remaining $15.4 million of outstanding debenturesewetired for cash (including premium and accrared unpaid interest). As a result, we no
longer have any of the Series K debentures outistgnd

As of December 31, 2008, we had availableGB$iiillion five-year revolving credit facility whitexpires in December 2011. The interest
rate on revolving loans under the facility is basedur choice of several prevailing commerciatlieg rates plus an additional margin that
varies depending on our credit ratings and aggedgatrowings under the facility. We also have a emrcial paper program under which
borrowings are effectively limited to the total anmb available under our credit facility. As of Dedeer 31, 2008, we had approximately
$563 million outstanding under our credit facilitye had no amounts outstanding under our commerafar program as of December 31,
2008.
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(6) DERIVATIVE INSTRUMENTS

In 2003, we entered into four separate fain@anterest rate hedges associated with the &@D3million principal amount of our Series L
senior notes, due 2012, that pay interest at a fiage of 7.875%. These hedges were “fixed to b#efanterest rate swaps that effectively
converted our fixed rate interest payment obligetionder these notes into obligations to pay virigdies. In January 2008, we terminated alll
of our existing “fixed to variable” interest rateaps associated with the full $500 million prindipeount of our Series L senior notes. In
connection with the termination of these derivatiwee received aggregate cash payments of apprtetin®25.6 million, which has been
reflected as a premium of the associated long-terht and is being amortized as a reduction oféstezxpense through 2012 using the
effective interest method. In addition, in Janu2098, we also terminated certain other derivatitias were not deemed to be effective hedges.
Upon the termination of these derivatives, we aidiggregate of approximately $4.9 million (andbrded a $3.4 million pre-tax charge in the
first quarter of 2008 related to the settlementhete derivatives). As of December 31, 2008, wernttaderivative instruments outstanding.

In anticipation of the issuance of Senior dateconnection with the Madison River acquisitiosg, entered into four cash flow hedges that
effectively locked in the interest rate on an aggte of $400 million of debt. The issuance of th®erior Notes was completed in late
March 2007 with the issuance of $500 million of%.@enior Notes, due 2017, and $250 million of 5&é&fior Notes, due 2013. We locked in
the interest rate on (i) $200 million of 10-yeabtlat 5.0675% and (ii) $200 million of 10-year dab6.05%. In March 2007, upon settlement
of the hedges, we received an aggregate of $76%88€ which is being amortized as a reductiomtefést expense over the 10-year term of
the debt.

(7) DEFERRED CREDITS AND OTHER LIABILITIES
Deferred credits and other liabilities at Dmber 31, 2008 and 2007 were composed of the fatigwi

December 31 2008 2007
(Dollars in thousands
Deferred federal and state income ta $ 854,10: 810,57:
Accrued postretirement benefit co 276,08: 278,23(
Deferred revenu 99,54¢ 105,49:
Accrued pension cos 72,05¢ 37,29¢
Other 36,65¢ 72,86¢
$1,338,441 1,304,45!

For additional information on deferred fedexatl state income taxes, accrued postretiremesefibensts and accrued pension costs, see
Notes 12, 10 and 11, respective
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(8) REDUCTIONS IN WORKFORCE

During each of the last three years, we hawmanced workforce reductions involving an aggregdtapproximately 700 jobs, primarily
due to (i) increased competitive pressures antbteof access lines over the last several yegrsp(npletion of our Madison River integrati
plan; and (iii) the elimination of certain custonservice personnel due to reduced call volumesoimection therewith, we incurred net pag-
charges of approximately $1.7 million in 2008 (dstisg of a $2.0 million charge to operating expEnet of a $307,000 favorable revenue
impact related to such expenses as allowed throughate-making process), $2.2 million in 2007 @sting of a $2.7 million charge to
operating expenses, net of a $527,000 favorabknteyimpact) and $7.5 million in 2006 (consistifigt 9.4 million charge to operating
expenses, net of a $1.9 million favorable revenuyegict) for severance and related costs.

The following table reflects additional infoation regarding the severance-related liabilityZ668, 2007 and 2006 (in thousands):

Balance at December 31, 2C $ —
Amount accrued to expen 9,431
Adjustments to accrual amout (529
Amount paid (8,44¢
Balance at December 31, 2C $ 457
Amount accrued to expen 2,741
Amount paid (1,369
Balance at December 31, 2C $ 1,83t
Amount accrued to expen 2,04¢
Amount paid (2,089
Balance at December 31, 2C $ 1,79¢

(9) STOCKHOLDERS'’ EQUITY

Common stock Unissued shares of CenturyTel common stock weserved as follows:

December 31 2008
(In thousands

Incentive compensation progral 5,518
Acquisitions 4,064
Employee stock purchase pl 4,321
Dividend reinvestment pla 18¢
Conversion of convertible preferred stc 13

14,09¢

In accordance with stock repurchase prograessribed below, we repurchased 9.7 million sheest347.3 million), 10.2 million shares
(for $460.7 million) and 21.4 million shares (f@®2.2 million) in 2008, 2007 and 2006, respectiv@lye 2006 repurchases included
14.36 million shares repurchased (for a
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total price of $528.4 million) under acceleratedrghrepurchase agreements (see below for additioioaination).

In August 2007, our board of directors authedi a $750 million share repurchase program whiglres on September 30, 2009, unless
extended by the board. Through December 31, 200$ad repurchased approximately 13.2 million shiEme$503.9 million under this
program. We have suspended our current share tegge@rogram pending completion of our acquisitibEMBARQ.

On February 21, 2006, our Board of Directgpraved a stock repurchase program authorizing vsgurchase up to $1.0 billion of our
common stock and terminated the approximately $ill®>mremaining balance of our $200 million shaepurchase program approved in
February 2005. In February 2006, we repurchasetirgtieb500 million of common stock through accaled share repurchase agreements
entered into with various investment banks, repasoiy and retiring approximately 14.36 million sfsof common stock at an average initial
price of $34.83 per share. We funded repurchaseésruhese agreements through short-term borroveindsash on hand. As part of the
accelerated share repurchase transactions, wetaimaalsly entered into forward contracts with theestment banks whereby the investment
banks purchased an aggregate of 14.36 million shafreur common stock during the terms of the amis. At the end of the repurchase pe
in mid-July 2006, we paid an aggregate of approxégeb28.4 million cash to the investment banksdmpensate them for the difference
between their weighted average purchase price gitiim repurchase period and the initial averageepkive reflected such settlement amount
as an adjustment to retained earnings in our fiahstatements during 2006. We repurchased theingmga$500 million of common stock of
this program through open market transactions tjitalune 2007.

During 2006, our stockholders’ equity was reetliby approximately $97.9 million upon the adapidd SFAS 158 and increased
approximately $9.7 million upon the application34B 108. See Note 1 for additional information.

Under CenturyTel’s Atrticles of Incorporaticach share of common stock beneficially owned oowotisly by the same person since
May 30, 1987 generally entitles the holder thetedkEn votes per share. All other shares entiéehtblder to one vote per share. At
December 31, 2008, the holders of 4.3 million shafecommon stock (or 31% of our total voting poyweere entitled to ten votes per share
January 2009, in connection with the special mgatinshareholders to approve share issuances imectinon with the pending EMBARQ
merger, our shareholders also approved a chartendment to eliminate these special voting righte®nfj-term shareholders upon the
consummation of the EMBARQ merger.
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Preferred stocl- As of December 31, 2008, we had 2.0 million sharfeauthorized preferred stock, $25 par valuespare. At December 31,
2008 and 2007, there were approximately 9,400 &3d0P0 shares, respectively, of outstanding coibtenpreferred stock. Holders of
outstanding CenturyTel preferred stock are entitbedeceive cumulative dividends, receive prefaedulistributions equal to $25 per share |
unpaid dividends upon CenturyTel’s liquidation arade as a single class with the holders of comntocks

(10) POSTRETIREMENT BENEFITS

We sponsor a health care plan (which usescamber 31 measurement date) that provides postredint benefits to all qualified retired
employees. Over the past few years, we amendegirteetiree contribution and retirement eligibilfyovisions of our plan, including a 2008
amendment that increased the level of prescriftiog co-payment obligations by retirees.

The following is a reconciliation of the beging and ending balances for the benefit obligasind the plan assets.

December 31 2008 2007 2006
(Dollars in thousands

Change in benefit obligatic

Benefit obligation at beginning of ye $306,63: 357,41 353,94.
Service cos 4,92¢ 6,92 6,98
Interest cos 19,39t 20,13: 18,98(
Participant contribution 2,78¢ 2,01¢ 1,58
Plan amendmen (9,099 (4,557) (7,97%)
Acquisition — 2,27 —
Direct subsidy receipt 1,092 1,29¢ 717
Actuarial (gain) los: (11,999 (60,317 31¢
Benefits paic (20,869 (18,569 (17,129
Benefit obligation at end of ye $292,88° 306,63: 357,41
Change in plan asse
Fair value of plan assets at beginning of \ $ 28,32¢ 30,08( 29,54¢
Return (loss) on plan asst (6,16€) 1,91¢ 3,28(
Employer contribution 12,72: 12,88( 12,80(
Participant contribution 2,78¢ 2,01¢ 1,58:
Benefits paic (20,869 (18,569 (17,129
Fair value of plan assets at end of y $ 16,80t 28,32« 30,08(
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Net periodic postretirement benefit cost 608, 2007 and 2006 included the following composent

Year ended December & 2008 2007 2006
(Dollars in thousands

Service cos $ 4,92¢ 6,92¢ 6,98
Interest cos 19,39t 20,13: 18,98(
Expected return on plan ass (2,337) (2,487) (2,437)
Amortization of unrecognized actuarial Ic — 3,59¢ 3,71¢
Amortization of unrecognized prior service cre (2,606 (2,020 (855)
Net periodic postretirement benefit ¢ $19,37¢ 26,14¢ 26,38¢

The following table sets forth the amountsomgtzed as liabilities on the balance sheet fotrptisement benefits at December 31, 2008,
2007 and 2006.

December 31 2008 2007 2006
(Dollars in thousands

Benefit obligatior $(292,88)) (306,63)) (357,41)

Fair value of plan asse 16,80¢ 28,324 30,08(

Accrued benefit cos $(276,08)) (278,309 (327,33)

In accordance with SFAS 158, the unamortizéat gervice credit ($17.9 million as of Decembér 3008) and unrecognized net actuarial
loss ($11.6 million as of December 31, 2008) congmts have been reflected as a $7.2 million aftedé&crease to accumulated other
comprehensive loss within stockholders’ equity. €sgmated amount of amortization income of thevahanrecognized items that will be
amortized from accumulated other comprehensivedadsreflected as a component of net periodic pisgment cost during 2009 is
$3.5 million for the prior service credit.

Assumptions used in accounting for postreteethibenefits as of December 31, 2008 and 2007 were:

2008 2007
Determination of benefit obligatic
Discount rate 6.9(% 6.5C
Healthcare cost increase trend rates (Medical/Bpggn Drug)
Following year 7.0%/10.% 7.0/10.(
Rate to which the cost trend rate is assumed tlinge¢the ultimate cost trend rai 5.0%/5.% 5.0/5.(
Year that the rate reaches the ultimate cost trata 2011/201 2010/201:
Determination of benefit co
Discount rate 6.5(% 5.7t
Expected return on plan ass 8.25% 8.2F

We employ a total return investment approabkeneby a mix of equities and fixed income investtaeme used to maximize the long-term
return of plan assets for a prudent level of ridke intent
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of this strategy is to minimize plan expenses biypedorming plan liabilities over the long term sRitolerance is established through careful
consideration of plan liabilities, plan funded atatind corporate financial condition. We measuceraanitor investment risk on an ongoing
basis through annual liability measurements, p&iadset studies and periodic portfolio reviews.

Our postretirement benefit plan weighted-agerasset allocations at December 31, 2008 and [20@Zgset category are as follows:

2008 2007
Equity securitie: 46.7% 55.¢
Debt securitie! 26.4 26.¢
Cash and cash equivalel 26.¢ 17.5
Other — 0.1
Total 100.(% 100.(

In determining the expected return on plaetsssve study historical markets and apply the lyidecepted capital market principle that
assets with higher volatility and risk generateeater return over the long term. We evaluate otimrearket factors such as inflation and
interest rates before determining long-term capitatket assumptions. We also review peer data ebatical returns to check for
reasonableness.

Assumed health care cost trends have a signifieffect on the amounts reported for postretr@nbenefit plans. A one-percentage-point
change in assumed health care cost rates wouldthavellowing effects:

1-Percentag 1-Percentag
Paint Increas: Point Decreas
(Dollars in thousands
Effect on annual total of service and interest coshponent: $ 214 (282)
Effect on postretirement benefit obligati $2,76% (3,639
We expect to contribute approximately $13imnllto our postretirement benefit plan in 2009.
Our estimated future projected benefit paymemnter our postretirement benefit plan are asvidl
Before Medicare Medicare Net of
Year Subsidy Subsidy Medicare Subsid
(Dollars in thousands
2009 $ 19,377 1,217 18,16¢
2010 $ 21,51« 1,39¢ 20,12(
2011 $ 23,38¢ 1,59¢ 21,79:
2012 $ 24,31¢ 1,84z 22,47
2013 $ 25,46 2,03t 23,43(
2014-2018 $137,63¢ 6,384 131,25(
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(11) DEFINED BENEFIT AND OTHER RETIREMENT PLANS

We sponsor defined benefit pension plansdbstantially all employees. We also sponsor a Supehtal Executive Retirement Plan
(“SERP”) to provide certain officers with supplentaretirement, death and disability benefits.dtelFebruary 2008, our board of directors
approved certain actions related to our SERP, dietu(i) the freezing of additional benefit accmuaffective February 29, 2008 and
(i) amending the plan to permit participants toaige in 2009 a lump sum distribution of the preserue of their accrued plan benefits.
Because of the elimination of future benefit actsuae also enhanced plan termination benefits)byréditing each active participant with
three additional years of service and (ii) creditéach participant who is not currently in paywstainder the plan with three additional years of
age in connection with calculating the presenteafiany lump sum distribution to be made in 200®. recorded a curtailment loss of
approximately $8.2 million in 2008 related to thmae-described items. In anticipation of makingltirap sum distributions in early 2009, we
liquidated our investments in marketable securitidhe SERP trust and recognized a $4.5 milliaax gain in the second quarter of 2008.
We also will record a one-time settlement chargiénfirst quarter of 2009 of approximately $7.7liom in connection with the lump sum
distributions that were made in early 2009. Weai§ecember 31 measurement date for all our plans.

The following is a reconciliation of the beging and ending balances for the aggregate best@fgation and the plan assets for our above-
referenced defined benefit plans.

December 31 2008 2007 2006
(Dollars in thousands

Change in benefit obligatic

Benefit obligation at beginning of ye $ 469,43° 474,30: 460,59¢
Service cos 13,761 16,43 17,67¢
Interest cos 29,37: 28,18( 25,93t
Plan amendmen 2,39: 61 (3,827%)
Acquisition — 15,26¢ —
Actuarial (gain) los: (24,819 (16,159 6,78¢
Curtailment 8,23t —
Settlement: (1,945 (410 (13,239
Benefits paic (33,739 (48,240 (19,64)
Benefit obligation at end of ye $ 462,70: 469,43 474,30:
Change in plan asse
Fair value of plan assets at beginning of \ $ 459,19¢ 452,29: 407,36’
Return (loss) on plan asst (123,219 41,537 46,29\
Acquisition — 12,50: —
Employer contribution 52,521 1,51¢ 31,50z
Settlement: (1,945 (410 (13,239
Benefits paic (33,739 (48,24() (19,64
Fair value of plan assets at end of y $ 352,83( 459,19¢ 452,29:
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Net periodic pension expense for 2008, 20@¥2006 included the following components:

Year ended December & 2008 2007 2006
(Dollars in thousands

Service cos $ 13,76! 16,43: 17,67¢
Interest cos 29,37: 28,18( 25,93¢
Expected return on plan ass (36,66) (36,78() (32,706
Curtailment los: 8,23t — —
Settlement: 41C 41C 3,34+
Recognized net loss 3,11¢ 7,367 9,67(
Net amortization and deferr 25¢ (137 19
Net periodic pension expen $ 18,48¢ 15,47, 23,94:

The following table sets forth the combinednd’ funded status and amounts recognized in awsatimated balance sheet at December 31,
2008, 2007 and 2006.

December 31 2008 2007 2006
(Dollars in thousands

Benefit obligatior $(462,70)) (469,43) (474,30))

Fair value of plan asse 352,83( 459,19¢ 452,29:

Net amount recognize $(109,87)) (10,239 (22,009

In accordance with SFAS 158, the unamortiz@at gervice cost ($1.2 million as of December 3108) and unrecognized net actuarial loss
($206.9 million as of December 31, 2008) componbaige been reflected as a $208.1 million net réoli¢$128.2 million after-tax) to
accumulated other comprehensive loss within stodene’ equity. The estimated amount of amortizagapense (income) of the above
unrecognized amounts that will be amortized froruatulated other comprehensive loss and reflectedcasnponent of net periodic pension
cost for 2009 are (i) $238,000 for the prior seevtost and (ii) $24.2 million for the net actuatads (which includes the $7.7 million
settlement charge mentioned above).

Amounts recognized on the balance sheet darfsis

December 31 2008 2007
(Dollars in thousands
Pension asset (reflected in Other Asse $ — 28,53¢
Accrued expenses and other current liabiliti (37,819 (1,479
Other deferred credits (72,059 (37,29¢)
Net amount recognize $(109,87)) (10,239
* In accordance with SFAS 158, those plans that eeefunded are reflected as assets; those planarthainderfunded are reflected
liabilities.

Our aggregate accumulated benefit obligatofdDecember 31, 2008 and 2007 was $418.8 midimh$410.6 million, respectively.
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Assumptions used in accounting for pensiongks of December 31, 2008 and 2007 were:

200¢ 2007
Determination of benefit obligatic
Discount rate 6.6(-6.9(% 6.3(-6.5C
Weighted average rate of compensation incr 4.C% 4.C
Determination of benefit co
Discount rate 6.30-6.5(% 5.8C
Weighted average rate of compensation incr 4.C% 4.C
Expected return on plan ass 8.25% 8.2

We employ a total return investment approabkneby a mix of equities and fixed income investta@me used to maximize the long-term
return of plan assets for a prudent level of righe intent of this strategy is to minimize plan expes by outperforming plan liabilities over the
long term. Risk tolerance is established througkfohconsideration of plan liabilities, plan furttistatus and corporate financial condition. We
measure and monitor investment risk on an ongoasisithrough annual liability measurements, peciadiset studies and periodic portfolio
reviews. The fair value of substantially all of quansion plan assets is determined by referencbgervable market data consisting of
published market quotes.

Our pension plans weighted-average assetadibots at December 31, 2008 and 2007 by assetarsitage as follows:

200¢ 2007
Equity securitie: 64.2% 70.¢
Debt securitie: 32.7 27.2
Other 3.C 2.C
Total 100.(% 100.(

In determining the expected return on plartsssve study historical markets and apply the lyidecepted capital market principle that
assets with higher volatility and risk generateeater return over the long term. We evaluate otimrearket factors such as inflation and
interest rates before determining long-term capitatket assumptions. We also review peer data ebatical returns to check for
reasonableness.

During 2008, we contributed approximately $b@iillion to our pension plans. The amount of tB82 contribution will be determined
based on a number of factors, including the residltee 2009 actuarial valuation report. While w@ect our required minimum cash
contribution for these plans for 2009 to be minimwad may make discretionary contributions in 2009.

Our estimated future projected benefit paymemider our defined benefit pension plans are lasye: 2009 — $68.1 million (which
includes approximately $37 million of lump sum distitions made in early 2009 related to the SERB)0 — $34.6 million; 2011 —
$34.1 million; 2012 — $35.3 million; 2013 — $37.6llilon; and 2014-2018 — $204.7 million.
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Through December 31, 2006, we also sponsardthgployee Stock Ownership Plan (“ESORMhich covered most employees with one
of service and was funded by our contributions mefteed annually by the Board of Directors. Our engeerelated to the ESOP during 2006

was $7.9 million. Our contribution to the ESOP wl&tontinued after 2006.

We also sponsor qualified profit sharing planssuant to Section 401(k) of the Internal Reve@ade (the “401(k) Plans”) which are
available to substantially all employees. Our mimiglrontributions to the 401(k) Plans were $10.8iom in 2008, $10.6 million in 2007 and

$8.6 million in 2006.

(12) INCOME TAXES

Income tax expense included in the Consol@l&tatements of Income was as follows:

Year ended December & 2008 2007 2006
(Dollars in thousands
Federal
Current $141,60: 192,42 146,20:
Deferred 59,66¢ 2,22( 37,681
State
Current (14,76%) 7,13( 25,23¢
Deferred 7,84¢ (1,202 11,99¢
$194,35° 200,57: 221,12:
Income tax expense was allocated as follows:
Year ended December & 2008 2007 2006
(Dollars in thousands
Income tax expense in the consolidated stateméimsame $194,35° 200,57: 221,12.
Stockholder’ equity:
Compensation expense for tax purposes in exceanofints recognized for financia
reporting purpose (1,129 (6,427) (12,039
Tax effect of the change in accumulated other celmgmsive los (47,58 (34,989 (63,839
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The following is a reconciliation from the &teory federal income tax rate to our effectiveame tax rate:

Year ended December & 2008 2007 2006
(Percentage of p-tax income]
Statutory federal income tax re 35.(% 35.C 35.C
State income taxes, net of federal income tax lite 2.C 2.8 4.1
Recognition of previously unrecognized tax bene 2.3 (5.3 —
Other, ne — (0.1) (1.7)
Effective income tax rat 34.71% 32.4 37.4

In 2008 and 2007, we recognized net afierbenefits of approximately $12.8 million and $3illion, respectively, which includes rela
interest and is net of federal benefit, relatethtorecognition of previously unrecognized tax igneSee below for additional information.
Income tax expense was reduced by approximate®/iilion in 2008 and $6.4 million in 2006 due teetresolution of various income tax
audit issues.

The tax effects of temporary differences thete rise to significant portions of the deferraxl assets and deferred tax liabilities at
December 31, 2008 and 2007 were as follows:

December 31 2008 2007
(Dollars in thousands

Deferred tax asse

Postretirement and pension benefit ci $ 155,77. 119,11¢
Net state operating loss carryforwa 35,54¢ 31,64¢
Other employee benefi 24,47 22,22¢
Other 37,94¢ 49,84
Gross deferred tax assi 253,74( 222,83t
Less valuation allowanc (33,859 (30,907
Net deferred tax asse 219,88. 191,92¢
Deferred tax liabilitie:
Property, plant and equipment, primarily due tordegation difference (343,81) (373,18)
Goodwill and other intangible ass (688,76%) (604,809
Other (11,986 (12,900
Gross deferred tax liabilitie (1,044,56) (990,890
Net deferred tax liabilit $ (824,68) (798,967

Of the $824.7 million net deferred tax liatyilas of December 31, 2008, approximately $854lliamiis reflected as a net lortgrm liability
(in “Other deferred credits”) and approximately $2nillion is reflected as a net current defer@dasset (in “Other current assets”).

We establish valuation allowances when necgssaeduce the deferred tax assets to amounexpect to realize. As of December 31,
2008, we had available tax benefits associated néttstate
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operating loss carryforwards, which expire thro2g28, of $35.5 million. The ultimate realizationtb& benefits of the carryforwards is
dependent upon the generation of future taxablenecduring the periods in which those temporarfediinces become deductible. We
consider our scheduled reversal of deferred tdoilili@s, projected future taxable income, and péanning strategies in making this assessn
As a result of such assessment, we reserved $3l@nrthrough the valuation allowance as of DecemB1, 2008 as it is more likely than not
that this amount of net operating loss carryforsasl not be utilized prior to expiration.

In June 2006, the Financial Accounting Stads@oard issued Interpretation No. 48, “AccounfimgUncertainty in Income Taxes” (“FIN
48"), which clarifies the accounting for uncertgiim income taxes recognized in financial statermeRIN 48 required us, effective January 1,
2007, to recognize and measure tax benefits takerpected to be taken in a tax return and disalosertainties in income tax positions.

Upon the initial adoption of FIN 48, we recedda cumulative effect adjustment to retained egmas of January 1, 2007 (which increased
retained earnings by approximately $478,000 asicifi slate) related to certain previously unrecoghtag benefits that did not meet the crit
for liability recognition upon the adoption of FK8.

During 2008, primarily as a result of certaisues being effectively settled through examimattur tax expense was reduced approximately
$12.8 million (including related interest and néfeaeral benefit) upon the recognition of amouthest were previously reflected as a liability
for unrecognized tax benefits.

During 2007, primarily as a result of certa@sues being effectively settled through examimatiod the lapse of statute of limitations, our
tax expense was reduced approximately $32.7 mi(limciuding related interest and net of federaldfghupon the recognition of amounts that
were previously reflected as a liability for unrgoized tax benefits.

The following table reflects the activity afitogross unrecognized tax benefits (excluding lrrest and any related federal benefit) du
2008 (amounts expressed in thousands).

Unrecognized tax benefits at January 1, 2 $ 33,82¢
Increase in tax positions taken in the current: 32C
Decrease due to the reversal of tax positions takearprior yeal (12,31H
Decrease from the lapse of statute of limitati (1,840
Unrecognized tax benefits at December 31, 2 $ 19,99/

Of the above ending balance of $20.0 millpproximately $4.1 million is included as a compure “Deferred credits and other
liabilities” and the remainder is included in “Othtmurrent assetsif we were to prevail on all unrecognized tax bésetcorded on our balan
sheet, approximately $17.3 million (including irgst and net of federal benefit) would benefit tiieative tax rate.
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Our policy is to reflect accrued interest assed with unrecognized tax benefits as income\téda had accrued interest (presented before
related tax benefits) of approximately $5.3 millmmd $12.9 million as of December 31, 2008 and Bz 31, 2007.

We file income tax returns, including retufasour subsidiaries, with federal, state and Igaetdictions. Our uncertain income tax
positions are related to tax years that are cugremnider or remain subject to examination by tHewant taxing authorities. Our open income
tax years by major jurisdiction are as follows.

Jurisdiction Open tax year
Federal 200&-current
State
Georgia 200z-current
Louisiana 200&-current
Oregon 200z-current
Wisconsin 200%-current
Other state 200z-current

Since the period for assessing additionallitgliypically begins upon the filing of a returit,is possible that certain jurisdictions could
assess tax for years prior to the open tax yeacdodied above. Additionally, it is possible thatai jurisdictions in which we do not believe
we have an income tax filing responsibility, and@adingly did not file a return, may attempt toessa liability, or that other jurisdictions to
which we pay taxes may attempt to assert that we aditional taxes.

Based on (i) the potential outcomes of thewgong examinations, (ii) the expiration of statafdimitations for specific jurisdictions,
(i) the negotiated settlement of certain dispusadies, or (iv) a jurisdiction’s administrativeaptices, it is reasonably possible that the related
unrecognized tax benefits for tax positions presiptaken may decrease by up to $12.3 million witiie next 12 months. The actual amount
of such decrease, if any, will depend on sevetakéudevelopments and events, many of which argdmibur control.
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(13) EARNINGS PER SHARE

The following is a reconciliation of the nuratars and denominators of the basic and dilutexiegs per share computations:

Year ended December & 2008 2007 2006

(Dollars, except per sha
amounts, and shares in thousar

Income (Numerator,

Net income $365,73: 418,37( 370,02°
Dividends applicable to preferred stc (155) (36€) (380
Net income applicable to common stock for compubagic earnings per she 365,57 418,00: 369,64
Interest on convertible debentures, net of — 2,83 4,82¢
Dividends applicable to preferred stc 15E 36¢ 38C
Net income as adjusted for purposes of computihgedi earnings per sha $365,73. 421,20: 374,85!

Shares (Denominator
Weighted average number of shai

Outstanding during peric 103,46° 110,18 117,36:

Nonvested restricted sto (1,199 (823) (692)
Weighted average number of shares outstandinggipeniod for computing bas

earnings per sha 102,26¢ 109,36( 116,67:
Incremental common shares attributable to dilusieeurities

Shares issuable under convertible secur 16¢ 2,951 4,49:

Shares issuable upon settlement of accelerated sfaurchase agreeme — — 36&

Shares issuable under incentive compensation 434 782 70C
Number of shares as adjusted for purposes of congpdiluted earnings per she 102,87: 113,09 122,22¢
Basic earnings per she $ 357 3.82 3.17
Diluted earnings per sha $ 3.5¢ 3.72 3.07

In July 2007, we called for redemption on Asigi4, 2007 all of our $165 million aggregate pipat amount 4.75% convertible senior
debentures, Series K, due 2032. In accordancetidtindenture, holders could elect to convert tbelentures into shares of CenturyTel
common stock at a conversion price of $40.455 paresprior to August 10, 2007. In lieu of cash regdéon, holders of approximately
$149.6 million aggregate principal amount of theetgures elected to convert their holdings intoraximately 3.7 million shares of
CenturyTel common stock.

In connection with calculating our diluted eiags per share in 2006 for our accelerated slegmerchase program discussed in Note 9, we
assumed the accelerated share repurchase madeggjustment would be settled through our issuaheeditional shares of common stock,
which was allowed (at our discretion) in the agreatmAccordingly, the estimated shares issuabledas the fair value of the forward
contract was included in the weighted average shautstanding for the computation of diluted eaggriper share.
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The weighted average number of shares of camstark subject to issuance under outstanding igpticat were excluded from the
computation of diluted earnings per share becawsesercise price of the option was greater tharatlerage market price of the common
stock was 2.1 million for 2008, 792,000 for 200'd d&n0 million for 2006.

In June 2008, the Financial Accounting Stadsl@oard issued FSP EITF 03-6-1, “Determining Weethstruments Granted in Share-
Based Payment Transactions Are Participating Sesiti Based on this pronouncement, we have coedblat our outstanding non-vested
restricted stock is a participating security areréifiore should be included in the earnings allooath computing earnings per share using the
two-class method. The pronouncement is effectiveifobeginning in first quarter 2009 and, upon &idop will require us to recast our
previously reported earnings per share. If ourtddiearnings per share would have been calculaied the provisions of FSP EITF 0316for
2008, our diluted earnings per share would have B8e52 per share as compared to $3.56 per share.

(14) STOCK COMPENSATION PROGRAMS

Effective January 1, 2006, we adopted the ipions of Statement of Financial Accounting Stadda¥o. 123 (Revised 2004), “Share-Based
Payment” (“SFAS 123(R)"). SFAS 123(R) requires aisrnteasure our cost of awarding employees with gdgustruments based upon the fair
value of the award on the grant date. Such cosbwitecognized as compensation expense over tiedmiiring which the employee is
required to provide service in exchange for therdm@ompensation cost is also recognized over ppécable remaining vesting period for ¢
outstanding options that were not fully vested fatamuary 1, 2006. We did not have any unvestestanding options as of January 1, 2006
since our Board of Directors accelerated the vgsifrall unvested options effective as of Decen8igr2005. We elected the modified
prospective transition method as permitted by SEA%R); accordingly, we did not restate prior pegniesults.

We currently maintain programs which allow Beard of Directors, through its Compensation Cotte®i to grant incentives to certain
employees and our outside directors in any onecongbination of several forms, including incentared non-qualified stock options; stock
appreciation rights; restricted stock; and perfarogashares. As of December 31, 2008, we had rasapgroximately 5.5 million shares of
common stock which may be issued in connection withrds under our current incentive programs. \We affer an Employee Stock
Purchase Plan whereby employees can purchase mun@o stock at a 15% discount based on the lowtreobeginning or ending stock price
during recurring six-month periods stipulated ictsprogram.

In late February 2008, the Compensation Cotemiuthorized all long-term incentive grants f00& to be in the form of restricted stock
instead of a mix of stock options and restrictextlstas had been
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granted in recent years. During 2008, prior to ¢hithorization, 25,700 options were granted withedgghted average grant date fair value of
$8.85 per share using a Black-Scholes option gyiowedel using the following assumptions: dividemeldy— .6%; expected volatility - 25%;
weighted average risk free interest rate — 2.99%d;expected term — 4.5 years.

During 2007 we granted 983,920 stock optioith @xercise prices at market value. The weightezstage fair value of each option was
estimated as of the date of grant to be $14.5fuwsiBlack-Scholes option pricing model using thfeing assumptions: dividend yield —
.6%; expected volatility — 28% (executive officees)d 25% (all other employees); weighted averagefree interest rate — 4.6% (rates
ranged from 3.5% to 5.1%); and expected term —yédss (executive officers) and 4.5 years (all ot#raployees).

During 2006 we granted 1,007,175 stock optigitls exercise prices at market value. The weiglategtage fair value of each of the 2006
options was estimated as of the date of grant $12e75 using a Black-Scholes option-pricing mawi¢h the following assumptions: dividend
yield — .7%; expected volatility — 30%; weighted averaig&-free interest rate — 4.65% (rates ranged fdo28% to 5.22%); and expected
option life — 7 years (executive officers) and &g (all other employees).

All of the options described in the precedingee paragraphs expire ten years after the dageaotf and have a three-year vesting period.

The expected volatility was based on the hisdbvolatility of our common stock over the 6&nd 4.5- year terms mentioned above. The
expected term was determined based on the hidtesieacise and forfeiture rates for similar grants.

Stock option transactions during 2008 wertolsws:

Remaining Aggregate
Number Average contractua intrinsic
of options price term (in years value
Outstanding December 31, 20 3,632,20! $36.8(
Granted 25,70( 36.1¢4
Exercisec (43,210 32.52
Forfeited/Cancelle (87,549 42.4(
Outstanding December 31, 20 3,5627,14 $36.71 5.7 $59,00(
Exercisable December 31, 20 2,617,96! $34.7: 4.9 $59,00(

During 2008, we issued 643,397 shares ofic#str stock to certain employees and our outsidkecthrs at a weighted-average price of
$34.86 per share. During 2007, we issued 288,88festof restricted stock to certain employees amduotside directors at a weightaderage
price of $45.89 per share. During 2006, we issl 8893 shares of restricted stock to certain eng@eyand our outside directors at a
weighted-average
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price of $36.02 per share. Such restricted stosksvaever a five-year period (for employees) anltreg-year period (for outside directors).
Nonvested restricted stock transactions during 206& as follows

Number Average gran

of shares date fair value
Nonvested at January 1, 20 846,88( $36.8¢
Granted 643,39 34.8¢
Vested (181,310) 38.3(
Forfeited (19,350 35.6:
Nonvested at December 31, 2(C 1,289,61 $35.67

The total compensation cost for share-basghpat arrangements in 2008, 2007 and 2006 was $iiflidn, $20.0 million and
$11.9 million, respectively. We recognized a tardfi related to such arrangements of approxima®8l$ million in 2008, $7.5 million in
2007 and $4.5 million in 2006. As of December 3102, there was $35.3 million of total unrecognizethpensation cost related to the share-
based payment arrangements, which is expectedrecbgnized over a weighted-average period of 842s/

We received net cash proceeds of $1.4 mitliering 2008 in connection with option exercisese Tttal intrinsic value of options exercised
(the amount by which the market price of the stockhe date of exercise exceeded the market pfiteestock on the date of grant) was
$208,000 during 2008, $17.2 million during 2007 &3d.0 million during 2006. The excess tax bermrefiized from stock options exercised
and restricted stock released during 2008 was $90;The total fair value of restricted stock thested during 2008, 2007, and 2006 was
$6.2 million, $6.4 million, and $2.6 million, respévely.

(15) GAIN ON ASSET DISPOSITIONS

In third quarter 2008, we sold our interesainon-operating investment for approximately $#iion and recorded a pre-tax gain of
approximately $3.2 million. In anticipation of makithe lump sum distributions in early 2009, welidtated our investments in marketable
securities in the SERP trust and recognized ai®lidn pre-tax gain in the second quarter of 20@8first quarter 2008, we sold a non-
operating investment for approximately $4.2 millemd recorded a pre-tax gain of approximately $dillion.

In the third quarter of 2007, we recordedefax gain of approximately $10.4 million relatedhe sale of our interest in a real estate
partnership. In April 2006, upon dissolution of fReral Telephone Bank (“RTB”), we received $122iiam in cash for redemption of our
investment in stock of the RTB and recorded a pregain of approximately $117.8 million in the sed@uarter of 2006 related to this
transaction. Upon final distribution of all fundsated to the RTB dissolution in November 2007 reeeived an additional $5.2 million cash
and recorded a pre-tax gain of such amount. Suicis gae included in “Other income (expense)” on Gansolidated Statements of Income.
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(16) SUPPLEMENTAL CASH FLOW AND OTHER DISCLOSURES

The amount of interest actually paid, netrabants capitalized of $2.4 million, $1.3 milliomad$1.9 million during 2008, 2007 and 2006,
respectively, was $204.1 million, $205.2 milliomda$191.9 million during 2008, 2007 and 2006, retipely. Income taxes paid were
$208.8 million in 2008, $185.3 million in 2007, a##12.4 million in 2006. Income tax refunds tota$d6 million in 2008, $1.1 million in
2007, and $3.0 million in 2006.

We have consummated the acquisitions of vargperations, along with certain other assetspdutie three years ended December 31,
2008. In connection with these acquisitions, tHe¥dang assets were acquired and liabilities assiime

Year ended December & 2008 2007 2006
(Dollars in thousands

Property, plant and equipment, | $— 208,31" —

Goodwill — 579,78( —

Long-term debt, deferred credits and other liabili — (654,69¢) —

Other assets and liabilities, excluding cash arsth eguivalent — 173,40: 5,222

Decrease in cash due to acquisiti $— 306,80¢ 5,222

See Note 2 for additional information relatesur acquisition of Madison River in 2007.

In June 2006, the Financial Accounting Stadsl@oard issued EITF 06-3, “How Taxes Collectedh@ustomers and Remitted to
Governmental Authorities Should be Presented irdrthbeme Statement” (“EITF 06-3"), which requiresabsure of the accounting policy for
any tax assessed by a governmental authoritygtditéctly imposed on a revenue-producing transaciVe adopted the disclosure
requirements of EITF 06-3 effective January 1, 2007

We collect various taxes from our customeis subsequently remit such funds to governmentélaities. Substantially all of these taxes
are recorded through the balance sheet. We ar@eddo contribute to several universal servicadfpnograms and generally include a
surcharge amount on our customers’ bills whicheisighed to recover our contribution costs. Suchuartsoare reflected on a gross basis in our
statement of income (included in both operatinggreaes and expenses) and aggregated approximagiyilidn for 2008, $41 million for
2007 and $40 million for 2006.
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(17) FAIR VALUE OF FINANCIAL INSTRUMENTS

The following table presents the carrying antewand estimated fair values of certain of ouaficial instruments at December 31, 2008 and
2007.

Carrying Fair
Amount value
(Dollars in thousands

December 31, 200

Financial assel

Other $ 129,98: 129,98:(2)
Financial liabilities

Long-term debt (including current maturitie $3,314,52 2,720,22 (1)

Other $ 56,57( 56,57((2)

December 31, 200

Financial assel

Interest rate sway $ 3,04¢ 3,04¢ (2)
Other $ 168,03 172,17 (2)
Financial liabilities
Long-term debt (including current maturitie $3,014,25! 2,975,70 (1)
Interest rate sway $ 834 834 (2)
Other $ 57,63 57,637 (2)
(1) Fair value was estimated by discounting the scleetpdyment streams to present value based upancatently available to us fi
similar debt.

(2) Fair value was estimated by us to approximate gagryalue or is based on current market informa

We believe the carrying amount of cash antl eagiivalents, accounts receivable, short-term, delobunts payable and accrued expenses
approximates the fair value due to the short mgtofithese instruments, which have not been reftein the above table.

In September 2006, the Financial Accountiran8ards Board issued Statement of Financial Acoogi@tandards No. 157 “Fair Value
Measurements” (“SFAS 157”). SFAS 157, effectivedsrbeginning January 1, 2008, defines fair vadstgblishes a framework for measuring
fair value and expands the disclosures about #irermeasurements required or permitted under atteerunting pronouncements. SFAS 157
establishes a three-tier fair value hierarchy, Witdoritizes the inputs used to measure fair valinese tiers include: Level 1 (defined as
observable inputs such as quoted market pricestiveamarkets); Level 2 (defined as inputs othantquoted prices in active markets that are
either directly or indirectly observable); and LeS8d&defined as unobservable inputs in which littteno market data exists).
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As of December 31, 2008, we held life insumoontracts with cash surrender value that arenextjto be measured at fair value on a
recurring basis. The following table depicts thassets held and the related tier designation potsa&sFAS 157.

Balance
Description Dec. 31, 200 Level 1 Level 2 Level 3
(Dollars in thousands
Cash surrender value of life insurance contr $ 96,60¢ 96,60¢ — —

(18) BUSINESS SEGMENTS

We are an integrated communications compagggad primarily in providing an array of communicas services to our customers,
including local exchange, long distance, Interreeeas and broadband services. We strive to maiataioustomer relationships by, among
other things, bundling our service offerings toypde our customers with a complete offering of greged communications services.

Our operating revenues for our products andes include the following components:

Year ended December & 2008 2007 2006
(Dollars in thousands

Voice $ 874,04: 889,96( 871,76
Network acces 820,38 941,50¢ 878,70:
Data 524,19 460,75: 351,49¢
Fiber transport and CLE 162,05( 159,31° 149,08t
Other 219,07¢ 204,70 196,67¢
Total operating revenut $2,599,74 2,656,24. 2,447,73

For a description of each of the sources vémees, see “Management’s Discussion and Analystinancial Condition and Results of
Operations — Operating Revenues” elsewhere inrdsrt and Item 1 of our Annual Report on Form 1@Kthe year ended December 31,
2008.

Interexchange carriers and other accountsvaale on the balance sheets are primarily amodunsfrom various long distance carriers,
principally AT&T, and several large local exchargperating companies.

(19) COMMITMENTS AND CONTINGENCIES

Construction expenditures and investmentshicles, buildings and equipment during 2009 atiemased to be between $280-300 million,
excluding nonrecurring capital expenditures exptbearise out of our pending EMBARQ acquisitione \generally do not enter into firm,
committed contracts for such activities.
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In Barbrasue Beattie and James Sovis, on behtilemselves and all others similarly situatedCenturyTel, Inc, filed on October 28,
2002, in the United States District Court for theestern District of Michigan (Case No. 02-10277% gaintiffs allege that we unjustly and
unreasonably billed customers for inside wire neiance services, and seek unspecified monetaryggesnaad injunctive relief under various
legal theories on behalf of a purported class efr dwo million customers in our telephone markés.March 10, 2006, the Court certified a
class of plaintiffs and issued a ruling that thiérg descriptions we used for these services duan approximately 18-month period between
October 2000 and May 2002 were legally insufficiétir appeal of this class certification decisicaswdenied. Our preliminary analysis
indicates that we billed less than $10 million iftside wire maintenance services under the billiagcriptions and time periods specified in the
District Court ruling described above. Should othiiing descriptions be determined to be inadegumtif claims are allowed for additional
time periods, the amount of our potential exposadd increase significantly above amounts previoascrued. The Court’s order does not
specify the award of damages, the scope and amofimisich, if any, remain subject to additionaltféinding and resolution of what we
believe are valid defenses to plaintiff's claim&cardingly, we currently cannot reasonably estintiademaximum amount of possible loss if
this matter proceeds to litigation. However, wendt believe that the ultimate outcome of this nrattdl have a material adverse effect on our
financial position or on-going results of operason

From time to time, we are involved in otheogeedings incidental to our business, includingiathirative hearings of state public utility
commissions relating primarily to rate making, et relating to employee claims, occasional griegdrearings before labor regulatory
agencies and miscellaneous third party tort actibhe outcome of these other proceedings is naligtedble. However, we do not believe that
the ultimate resolution of these other proceediafey considering available insurance coveragkhaie a material adverse effect on our
financial position, results of operations or cdshvg.

(20) SUBSEQUENT EVENT

On January 23, 2009, EMBARQ announced thzdt entered into an amendment to its Credit Agre¢heted as of May 10, 2006.
Amendment No. 1 will become effective only upon doamsummation of the pending merger between adialpgiof CenturyTel and
EMBARQ, and the satisfaction of other conditionsdfied in Amendment No. 1. Amendment No. 1 effectgaiver of the event of default t
would have arisen under the Credit Agreement salelg result of the merger and enables the Crepligeinent, as amended, to remain in p
after the merger is completed. Previously, in catina with the merger agreement dated October @88 2we had entered into a commitment
letter with various lenders which provided for 8808 million bridge facility that would be availakie among other things, refinance
borrowings under the Credit Agreement in the ewewhiver of the event of default
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arising from the consummation of the merger cowthave been obtained and other financing was llaée On January 23, 2009, we
terminated the commitment letter. Upon entering ertd terminating the commitment letter, we paicggregate of $8 million to the lenders.
Such amount will be reflected as an expense iffiitstequarter of 2009.

On January 27, 2009, EMBARQ stockholders apguidhe proposed merger and CenturyTel sharehadggn®ved the issuance of
CenturyTel common stock to EMBARQ shareholdersonnection with the proposed merger.

*kkkk Kk k%

CENTURYTEL, INC.

Consolidated Quarterly Income Statement Information

(Unaudited)
First Seconc Third Fourth
guarter guarter guarter guarter
(Dollars in thousands, except per share amot
(unaudited’

2008
Operating revenue $648,61- 658,10¢ 650,07 642,95
Operating incomi $183,49: 180,69( 180,72 176,44
Net income $ 88,76( 92,167 84,73: 100,07:
Basic earnings per she $ .84 .8¢ .84 1.01
Diluted earnings per sha $ .82 .88 .84 1.01
2007
Operating revenue $600,85! 689,99: 708,83: 656,56:
Operating incomi $168,08: 231,83t 224,18! 168,97:
Net income $ 77,87( 112,26! 113,20: 115,03
Basic earnings per she $ .7C 1.0 1.04 1.0t
Diluted earnings per sha $ .68 1.0C 1.01 1.04
2006
Operating revenue $611,29: 608,90° 619,83 607,69"
Operating incomi $157,92- 164,99: 168,94: 173,67¢
Net income $ 69,26( 152,21( 76,324 72,23
Basic earnings per she $ .57 1.32 .6€ .63
Diluted earnings per sha $ .5t 1.2¢ .64 .62

In the first quarter of 2008, we recognize®4al million pre-tax gain upon the sale of a noeraging investment. In the second quarter of
2008, we recognized an $8.2 million curtailmenslosconnection with amending our SERP. We alsogeized a $4.5 million pre-tax gain
upon liquidation of our investments in marketal#@ewsities in the SERP trust in the second quaftg008. In the third quarter of 2008, we
recorded a one-time pre-tax gain of approximat@8ly $nillion related to the sale of a non-operatmgestment. In the fourth quarter of 2008,
we recognized (i) a net benefit of approximatel .81
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million after-tax related to the recognition of pi@usly unrecognized tax benefits, (ii) a pee-benefit of approximately $10.0 million relate
the recognition of previously accrued transactiglated and other contingencies and (iii) a $5.0anilcharge associated with costs associated
with our pending acquisition of EMBARQ.

In the third quarter of 2007, we recorded a-time pre-tax gain of approximately $10.4 milliealated to the sale of our interest in a real
estate partnership. The results of operationseoMbdison River properties are reflected in thevaeltable subsequent to the April 30, 2007
acquisition date. In second quarter 2007, we resmb&#9 million of revenues upon the settlement difgute with a carrier. In third quarter
2007, we recognized $42.2 million of revenues uh@nexpiration of a regulatory monitoring period fourth quarter 2007, we recognized a
net benefit of approximately $32.7 million aftexteelated to the release of previously unrecogntagdenefits. In fourth quarter 2007, we
recorded a pre-tax charge of approximately $16l6amirelated to the impairment of certain of ourtELC assets.

The fourth quarter of 2006 included an $11lilfion pre-tax charge related to the impairmenteftain non-operating investments. The
second quarter of 2006 included a $117.8 millicerjaix gain recorded upon the redemption of Rur&@pfene Bank stock and a $6.4 million
net tax benefit due to the resolution of variouime tax audit issues.

* k k k kx %
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attributable to shares of the Company’s common stock held as of March 25, 2009 in the name of the Agent and credited to any plan
account of the undersigned in accordance with the Company’s dividend reinvestment plan or employee stock purchase plans. Upon
timely receipt of this Proxy, properly executed, all of the votes attributable to your Voting Shares, including any held in the name of
the Agent, will be voted as specified.

The Board of Directors recommends that you vote FOR Items 1 and 2 and AGAINST Items 3 through 5 listed on the reverse side
hereof. If this Proxy is properly executed but no specific directions are given, all of your votes will be voted in accordance with these
recommendations.

(Please See Reverse Side)
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[x] (CENTURYTEL LOGO)

|E| (BAR CODE)

Using a black ink pen, mark your votes with an X as shown in
this example. Please do not write outside the designated areas.

|E| (BAR CODE)

000000000.000000 ext
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000000000.000000 ext 000000000.000000 ext

Electronic Voting Instructions
You can vote by Internet or telephone!
Available 24 hours a day, 7 days a week!

Instead of mailing your voting instruction card, you may choose one of the two
voting methods outlined below to vote your voting instruction card.

VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE BAR.

Proxies submitted by the Internet or telephone must be received by
1:00 a.m., Central Time, on May 4, 2009.

000000000.000000 ext

E| (COMPUTER LOGO) Vote by Internet
« Log on to the Internet and go to

www.investorvote.com
« Follow the steps outlined on the secured
website.

‘ %] (TELEPHONE LoGO) VOte by telephone
« Call toll free 1-800-652-VOTE (8683) within
the United States, Canada & Puerto Rico
any time on a touch tone telephone. There
is NO CHARGE to you for the call.

* Follow the instructions provided by the
recorded message.

Annual Meeting Voting Instruction Card

C0123456789 12345

|E| (NUMBER)

v IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. ~

Election of four Class Il Directors

1. Nominees:
Withhold

01 - Fred R. Nichols O O
02 - Harvey P. Perry ] ]
03 - Jim D. Reppond O O
04 - Joseph R. Zimmel O O

B Proposals — The Board of Directors recommends a vote

A. Undersigned’s Allocable Votes: For

2. To ratify the selection of KPMG LLP as the Company’s
independent auditor for 2009.

For Against Abstain

OO0 O
B. Undersigned’s Proportionate Votes: D D D

4. To act upon a shareholder proposal regarding executive compensation.

A. Undersigned’s Allocable Votes:

For Against Abstain

O 0O O
B. Undersigned’s Proportionate Votes: D D D

A. Undersigned’s Allocable Votes:

— The Board of Directors recommends a vote

FOR all the nominees listed.

B. Undersigned’s Proportionate Votes: For  Withhold +

01 - Fred R. Nichols O O
02 - Harvey P. Perry W W
03 - Jim D. Reppond O O
04 - Joseph R. Zimmel O O

FOR Proposal 2 and AGAINST Proposals 3 through 5.

3. To act upon a shareholder proposal regarding director election voting
standards.

For Against  Abstain

O O 0O
O O 0O

5. To act upon a shareholder proposal regarding network management
practices.

A. Undersigned’s Allocable Votes:

B. Undersigned’s Proportionate Votes:

For  Against Abstain

O 0O O
O 0O O

A. Undersigned’s Allocable Votes:

B. Undersigned’s Proportionate Votes:

|E| (BAR CODE)
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Important Notice Regarding the Availability of Prox y Materials for the Annual Shareholder Meeting To B e Held
on May7, 2009: The Company’ s proxy statement and related materials are availab le at
www.proxydocs.com/ctl

¥ IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. ¥

VOTING INSTRUCTIONS — CENTURYTEL UNION 401(k) PLAN AND TRUST +

The undersigned, acting as a “named fiduciary” of the above-referenced plan of CenturyTel, Inc., as amended (the “Plan”), hereby instructs T.
Rowe Price Trust Company (the “Trustee”), as directed trustee of the Plan, to vote at the annual meeting of shareholders of CenturyTel, Inc. (the
“Company”) to be held on May 7, 2009, and any and all adjournments thereof (the “Meeting”), in the manner designated below (i) the number of
votes allocable to the undersigned that are attributable to all shares of the Company’s common stock held by the Trustee and credited to the Plan
account of the undersigned as of March 25, 2009 in accordance with the provisions of the Plan (the “Undersigned’s Allocable Votes") which is
listed to the right of the address of the undersigned printed on the other side of this card, and (ii) the number of votes allocable to the undersigned
(determined pursuant to a formula specified in the Plan) that are attributable to all shares of the Company’s common stock held by the Trustee as
of March 25, 2009, as to which properly executed voting instructions are not timely received prior to the Meeting (referred to individually as the
“Undersigned’s Proportionate Votes” and collectively with the Undersigned’s Allocable Votes as the “Undersigned’s Votes”).

The Trustee is hereby directed to authorize the Company’s proxies to vote in their discretion upon such other business as may properly come
before the Meeting.

The Board of Directors of the Company recommends th at you vote FOR Items 1 and 2 and AGAINST Items 3t hrough 5 listed on the
reverse side. Upon timely receipt of these instructions, properly executed, the Undersigned’s Votes will be cast in the manner directed. If these
instructions are properly executed but no specific directions are given with respect to any of the Undersigned’s Allocable Votes or the
Undersigned’s Proportionate Votes, these votes will be cast in accordance with the Board’s recommendations.

Please mark, sign, date and return these instructions promptly using the enclosed envelope.
TO BE COUNTED, THE TRUSTEE MUST RECEIVE THIS CARD, PROPERLY COMPLETED, BY MAY 4, 2009

Authorized Signatures — This section must be completed for your vote to be counted. — Date and Sign Below

Please sign exactly as name appears on the certificate or certificates representing shares to be voted by this proxy. When signing as executor, administrator,
attorney, trustee or guardian, please give full title as such. If a corporation, please sign in full corporate name by president or other authorized officer. If a
partnership, please sign in partnership name by authorized persons.

Date (mm/dd/yyyy) — Please print date below. Signature 1 — Please keep signature within the box.
| IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A - C ON BOTH SIDES OF THIS CARD.

+
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|E| (BAR CODE)
[x] (CENTURYTEL LOGO)

000000000.000000 ext 000000000.000000 ext
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Electronic Voting Instructions
You can vote by Internet or telephone!
Available 24 hours a day, 7 days a week!

Instead of mailing your voting instruction card, you may choose one of the two
voting methods outlined below to vote your voting instruction card.

VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE BAR.

Proxies submitted by the Internet or telephone must be received by
1:00 a.m., Central Time, on May 4, 2009.

E (BAR CODE)

E| (COMPUTER LOGO) Vote by Internet
« Log on to the Internet and go to

www.investorvote.com
* Follow the steps outlined on the secured
website.

‘ [x] (TELEPHONE LoGo) | VOt€ by telephone
« Call toll free 1-800-652-VOTE (8683) within
the United States, Canada & Puerto Rico
any time on a touch tone telephone. There
is NO CHARGE to you for the call.

* Follow the instructions provided by the
recorded message.

Using a black ink pen, mark your votes with an X as shown in this
example. Please do not write outside the designated areas.

Annual Meeting Voting Instruction Card (x| (NUMBER) C0123456789 12345

v IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. ~

Election of four Class Ill Directors — The Board of Directors recommends a vote ~ FOR all the nominees listed.
1. Nominees: +
A. Undersigned’s Allocable Votes: For  Withhold B. Undersigned’s Proportionate Votes: For  Withhold

01 - Fred R. Nichols O O 01 - Fred R. Nichols O O
02 - Harvey P. Perry O O 02 - Harvey P. Perry O O
03 - Jim D. Reppond O O 03 - Jim D. Reppond O O
04 - Joseph R. Zimmel O O 04 - Joseph R. Zimmel O O

B Proposals — The Board of Directors recommends avote  FOR Proposal 2 and AGAINST Proposals 3 through 5.
2. To ratify the selection of KPMG LLP as the Company'’s independent auditor for 2009. 3. To act upon a shareholder proposal regarding director election voting standards.

or Against Abstain For Against Abstain

A. Undersigned’s Allocable Votes: D D D A. Undersigned’s Allocable Votes: D D D
B. Undersigned’s Proportionate Votes: D D D B. Undersigned’s Proportionate Votes: D D D

4. To act upon a shareholder proposal regarding executive compensation. 5. To act upon a shareholder proposal regarding network management practices.

Against Abstain For Against Abstain

For
A. Undersigned’s Allocable Votes: D D A. Undersigned’s Allocable Votes: D D D
B. Undersigned’s Proportionate Votes: D D D B. Undersigned’s Proportionate Votes: D D D

u E (BAR CODE) +
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Important Notice Regarding the Availability of Prox y Materials for the Annual Shareholder Meeting To B e Held
on May 7, 2009: The Company’ s proxy statement and related materials are availab le at
www.proxydocs.com/ctl

v IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. ~

VOTING INSTRUCTIONS — CENTURYTEL DOLLARS & SENSE 401(k) PLAN AND TRUST +

The undersigned, acting as a “named fiduciary” of the above-referenced plan of CenturyTel, Inc., as amended (the “Plan”), hereby instructs The
Trust Company of Sterne, Agee & Leach, Inc. and T. Rowe Price Trust Company (the “Trustees”), as directed trustees with respect to shares of
the common stock of CenturyTel, Inc. (“Shares”) held by the Trustees in separate accounts in accordance with the Plan, to vote at the annual
meeting of shareholders of CenturyTel, Inc. (the “Company”) to be held on May 7, 2009, and any and all adjournments thereof (the “Meeting”), in
the manner designated below (i) the number of votes allocable to the undersigned that are attributable to all Shares held by Sterne, Agee &
Leach, Inc. and credited to the ESOP, Stock Bonus or PAYSOP accounts of the undersigned as of March 25, 2009 or held by T. Rowe Price Trust
Company and credited to the 401(k) accounts of the undersigned as of March 25, 2009 in accordance with the provisions of the Plan and the
related trusts referred to therein (the “Undersigned’s Allocable Votes”) which is listed to the right of the address of the undersigned printed on the
other side of this card, and (ii) the number of votes allocable to the undersigned (determined in the manner specified in the Plan or the related
trusts) that are attributable to all Shares held by the Trustees as of March 25, 2009 as to which properly executed voting instructions are not timely
received prior to the commencement of the Meeting (referred to individually as the “Undersigned’s Proportionate Votes” and collectively with the
Undersigned’s Allocable Votes as the “Undersigned’s Votes”).

The Trustees are hereby directed to authorize the Company’s proxies to vote in their discretion upon such other business as may properly come
before the Meeting.

The Board of Directors of the Company recommends th at you vote FOR Items 1 and 2 and AGAINST Items 3t hrough 5 listed on the
reverse side. Upon timely receipt of these instructions, properly executed, the Undersigned’s Votes will be cast in the manner directed. If these
instructions are properly executed but no specific directions are given with respect to any of the Undersigned’s Allocable Votes or the
Undersigned’s Proportionate Votes, such votes will be cast in accordance with the Board’s recommendations.

Please mark, sign, date and return these instructions promptly using the enclosed envelope.
TO BE COUNTED, THE TRUSTEES MUST RECEIVE THIS CARD, PROPERLY COMPLETED, BY MAY 4, 2009.

Authorized Signatures — This section must be completed for your vote to be counted. — Date and Sign Below

Please sign exactly as name appears on the certificate or certificates representing shares to be voted by this proxy. When signing as executor, administrator,
attorney, trustee or guardian, please give full title as such. If a corporation, please sign in full corporate nhame by president or other authorized officer. If a
partnership, please sign in partnership name by authorized persons.

Date (mm/dd/yyyy) — Please print date below. Signature 1 — Please keep signature within the box.
| IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A - C ON BOTH SIDES OF THIS CARD.

+



