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Item 5. OTHER EVENTS AND FD DISCLOSURE.

The information set forth below supplements andabgslinformation previously reported by CenturyTet, (the "Company") concerning t
disposition of its wireless operations and its agitjon of telephone properties during the thircgagar of 2002.

Wireless Disposition

On August 1, 2002, the Company completed the dadalmstantially all of its wireless operations toafiliate of ALLTEL Corporation
("Alltel"). The Company agreed on March 19, 2002t its wireless operations to Alltel for $1.68ibn in cash. Due to a cross-ownership
restriction that precluded the sale of one mineoityned market, the Company received approximat&lg3#3 billion in connection with the
transaction (which the Company expects to be $1b68n after-tax). Alltel has agreed to purchakis minority interest from the Company
for approximately $68 million if, among other thgydhe Federal Communications Commission waivestth&s-ownership restriction prior to
February 1, 2003. No assurance can be given tisasdle will occur. See the Company's Current RepoForm 8-K dated August 1, 2002
and filed August 13, 2002 for additional informaticoncerning this transaction.

The Company used a portion of the proceeds recéivedthe sale of its wireless operations to firattee $1.177 billion acquisition of acce
lines in the state of Missouri from Verizon Commuations, Inc. ("Verizon") on August 31, 2002, ascdissed further below.

Verizon Acquisitions

On July 1, 2002, an affiliate of the Company pusgthfrom affiliates of Verizon assets comprisingp@Verizon's local exchange telephone
operations in the state of Alabama for approxinya$dl.020 billion cash. See the Company's CurrepoRen Form 8-K dated July 1, 2002
and filed July 15, 2002 for additional informatioancerning this transaction.

On August 31, 2002, an affiliate of the Companycpased from affiliates of Verizon assets comprisih@f Verizon's local exchange
telephone operations in the state of Missouri fipraximately $1.177 billion cash. The assets pwetanclude (i) all telephone access lines
(which numbered approximately 354,000 at the tifnguochase) and related property and equipment deimg Verizon's local exchange
operations in 98 exchanges in predominantly rualkets throughout Missouri, several of which argeeht to properties that the Company
has owned and operated since 2000, (ii) Verizassta used to provide digital subscriber line ("D%Ind other high speed data services
within the purchased exchanges and (iii) approxéhyat,400 route miles of fiber optic cable withiretpurchased exchanges. The acquired
assets do not include Verizon's cellular, PCS, distance, dialip Internet, or directory publishing operationsrights under various Veriz
contracts, including those relating to customenpse equipment. The Company did not assume anijitiied of Verizon other than (i) those
associated with contracts, facilities and certdirenassets transferred in connection with thelmsge and (ii) certain employee-related
liabilities, including liabilities for post-retireemt health benefits.

Item 7. Financial Statements and Exhibits
(a) Financial statements of properties acquired
Verizon's Alabama Operations
1. Report of Independent Auditors.
2. Statements of Selected Assets, Selected Liabilind Parent Funding as of June 30, 2002 andnikee31, 2001.
3. Statements of Income for the six months ended 30, 2002 and 2001 and the year ended Decemp2031.
4. Statements of Parent Funding for the six moatiteed June 30, 2002 and the year ended Decemb20(IL,
5. Statements of Cash Flows for the six months @ddee 30, 2002 and 2001 and the year ended Dec&hpb2001.
6. Notes to Financial Statements.
Verizon's Missouri Operations
7. Report of Independent Auditors.
8. Statements of Selected Assets, Selected Liabikind Parent Funding as of June 30, 2002 andnilere31, 2001.
9. Statements of Income for the six months ended 30, 2002 and 2001 and the year ended Decembp2031.

10. Statements of Parent Funding for the six moetit®d June 30, 2002 and the year ended Decempb20BIL



11. Statements of Cash Flows for the six montheéddine 30, 2002 and 2001 and the year ended Dec&hpb2001.

12. Notes to Financial Statements.

(b) Unaudited Pro Forma Consolidated CondensechEiabinformation

1. Introduction.

2. Pro Forma Consolidated Condensed Statementofrle for the year ended December 31, 2001.

3. Pro Forma Consolidated Condensed Statementoira for the six months ended June 30, 2002.

4. Pro Forma Consolidated Condensed Balance Steétlane 30, 2002.

5. Notes to Unaudited Pro Forma Consolidated CasettFinancial Information.

(c) Exhibits

2.1(a) Stock Purchase Agreement, dated March 19,
CenturyTel, Inc. and Alltel Communications
by reference to Registrant's Current Repor
March 22, 2002).

2.1(b) Amendment No. 1 to Stock Purchase Agreemen
2002, between CenturyTel, Inc. and Alltel
Inc., (incorporated by reference to Regist
Report on Form 8-K and Form 8-K/A filed Au

2.1(c) Asset Purchase Agreement, dated as of Octo
GTE Midwest Incorporated (d/b/a Verizon Mi
of Missouri, LLC (incorporated by referenc
Registrant's Quarterly Report on Form 10-Q
September 30, 2001.)

2.1(d) Asset Purchase Agreement, dated as of Octo
Verizon South, Inc., Contel of the South,
Mid-States) and CenturyTel of Alabama, LLC
reference to Exhibit 2(b) of Registrant's
Form 10-Q for the quarter ended September

2002, between
, Inc. (incorporated
t on Form 8-K filed

t, dated July 31,
Communications,
rant's Current
gust 13, 2002).

ber 22, 2001, between
dwest) and CenturyTel
e to Exhibit 2(a) of

for the quarter ended

ber 22, 2001, between
Inc. (d/b/a Verizon
(incorporated by
Quarterly Report on
30, 2001).

99.1 Press release, dated September 3, 2002, an nouncing the Company's
purchase of telephone properties in Missou ri.

In connection with the preparation of the speciappse financial statements presented below, Vietizade numerous assumptions and
allocations where specific data was not availaklgining to the acquired assets. Because of gmifisant amount of allocations and
estimates used to prepare these special purp@sefal statements and because the Company wilatgptrese assets under a different
operating and management structure, they may fett¢he financial position and results of operas of the acquired properties after such
properties are acquired by the Company.

FINANCIAL STATEMENTS
Verizon's Alabama Operations

For the Six Months ended June 30, 2002 and 200Yeadended December 31, 2001
Contents
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Report of Independent Auditors



The Board of Directors and Shareowners
Verizon South Inc.

and

Contel of the South, Inc.

We have audited the accompanying special-purpasensént of selected assets, selected liabilitidgpanent funding of Verizon's Alabama
Operations (the Exchanges), a combination of caotgcdomponents of Verizon South Inc. and ContehefSouth, Inc. (together, the
Companies) as of December 31, 2001, and the restddeiments of income, parent funding and cashsflmwthe year then ended. These
financial statements are the responsibility of@menpanies' management. Our responsibility is taesgan opinion on these financial
statements based on our audit.

We conducted our audit in accordance with audisitagdards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgghe amounts and disclosures in the finarstatements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

As described in Note 2, the accompanying specigbgre financial statements were prepared for immtui; CenturyTel, Inc.'s (CenturyTel)
Form 8-K for purposes of complying with the ruleslaegulations of the Securities and Exchange Casion as required by Rule 3-05 of
Regulation S-X in connection with an asset purcta@geement between CenturyTel of Alabama L.L.@vhally owned subsidiary of
CenturyTel and the Companies. The financial statésnaclude allocations of certain indirectly ditriable amounts on bases determined by
management of the Companies.

In our opinion, the special-purpose financial stegats referred to above present fairly, in all mateespects, the selected assets, selected
liabilities and parent funding of Verizon's Alaba@aerations as of December 31, 2001, and the sesiiits operations and its cash flows for
the year then ended in conformity with accountinggiples generally accepted in the United States.

April 24, 2002, except for Note 1,
as to which the date is July 1, 2002

Verizon's Alabama Operations

Statements of Selected Assets, Selected Liabilitizsd Parent Funding
(Dollars in Thousands)

June 30, 2002 December 31, 2001

(Unaudited) (Audited)

Selected Assets
Current assets:
Accounts receivable, net of allowance of

$4,729 and $5,590, respectively $ 34,449 $ 40,574
Materials and supplies 896 876
Prepaid expenses 2,116 5,397
Deferred activation charges - current 4,210 4,385

Total current assets 41,671 51,232
Property, plant and equipment, net 249,841 243,235
Prepaid pension asset 35,014 33,273
Deferred activation charges - noncurrent 8,657 8,428
Other assets - 34
Total selected assets $ 335183 $ 336,202
Selected Liabilities and Parent Funding
Current liabilities:
Accounts payable $ 4,362 $ 6,533
Advance billings and customer deposits 6,631 7,076
Accrued payroll-related costs 4,713 7,772
Deferred activation revenues - current 4,210 4,385
Other current liabilities 14,069 12,208
Total current liabilities 33,985 37,974

Employee benefit obligations 28,788 28,384



Deferred activation revenues - noncurrent
Other liabilities

Total selected liabilities

Parent funding

Total selected liabilities and parent funding

See accompanying note

8,657 8,428
245 649
71,675 75,435
263,508 260,767
$ 335183 $ 336,202




Verizon's Alabama Operations

Statements of Income
(Dollars in Thousands)

Year e
Six Months ended June 30 Decemb
2002 2001 2
(Unaudited) (Audi

Operating Revenues
Local services $ 71,798 $ 70,902 $ 143,
Network access services 43,576 47,468 90,
Long-distance services 2,570 3,457 6,
Other services 7,044 8,335 15,
Total operating revenues 124,988 130,162 256,
Operating Expenses
Cost of services 29,461 35,706 70,
Selling, general and administrative 16,829 18,731 37,
Depreciation and amortization 18,028 17,976 36,
Total operating expenses 64,318 72,413 145,
Operating income 60,670 457,749 111,
Interest expense, net 5,020 4,446 9,
Other (income) expense (29) (54)
Income before income taxes 55,669 53,357 100,
Income taxes 21,773 21,149 39,
Net income $ 33,896 $ 32208 $ 60,

See accompanying note



Verizon's Alabama Operations

Statements of Parent Funding
(Dollars in Thousands)

For the Six Months ended June 30, 2002
and the Year ended December 31, 2001

Balance at December 31, 2000 $ 235,211
Net income (audited) 60,776
Net transfers to GTE Corporation (audited) (35,220)

Balance at December 31, 2001 (audited) 260,767
Net income (unaudited) 33,896
Net transfers to GTE Corporation (unaudited) (31,155)

$ 263,508

Balance at June 30, 2002 (unaudited)

See accompanying note



Operating Activities
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization
Provision for uncollectible accounts
Employee benefit obligations
Changes in current assets and current
liabilities:
Accounts receivable
Other current assets
Current liabilities
Other, net

Net cash provided by operating activities

Investing Activities
Capital expenditures

Cash used in investing activities

Financing Activities
Net transfers to GTE Corporation

Cash used in financing activities

Net change in cash during the period
Cash at beginning of period

Cash at end of period

See accompanying note

Verizon's Alabama Operations

Statements of Cash Flows
(Dollars in Thousands)

Year en
Six Months ended June 30 Decembe
2002 2001 200

(Unaudited) (Audi

$ 33,896 $ 32,208 $ 60,

18,029 17,976 36,
3,655 2,916 5,
(1,337) (1,139) @,
2,470 (4,535) (11,
3,261 1,958 @,
(5,675) (4,978) 4,
1,491 4,158 (
55,790 48,564 91,

(24,635) (26,346) (56,

(24,635) (26,346) (56,

(31,155) (22,218) (35,

(31,155) (22,218) (35,
$ - $ - $




Verizon's Alabama Operations
Notes to Financial Statements
1. Description of Business

The selected local telephone exchanges (the Exelsamygluded in these special-purpose financidaéstants serve approximately 304,000
switched access lines in the state of Alabama.ExXolanges represent approximately 8% and 65%, cteply, of the switched access lines
in service for Verizon South Inc. and Contel of 8muth, Inc. (together, the Companies) and, omebawed basis, 13% of the Companies'
total access lines. The Companies are wholly oveadédidiaries of GTE Corporation (GTE), which is laolly owned subsidiary of Verizon
Communications Inc. (Verizon).

The Companies provide two basic types of teleconications services:

Exchange telecommunication service is the transomss telecommunications among customers locatiétima local calling area within a
LATA. Examples of exchange telecommunications sswinclude switched local residential and busiseségices, local private line voice
and data services and Centrex services. The Compalsio provide toll services within a LATA (intrQLA long distance).

Exchange access service links a customer's premuigethe transmission facilities of other telecominations carriers, generally interLATA
carriers. Examples of exchange access servicaglmawitched access and special access services.

The communications services provided by the Congsaaie subject to regulation by the state regylatmmmission of Alabama with respect
to intrastate rates and services and certain otlagters. The Federal Communications Commission jF€gllates rates that the Companies
charge long-distance carriers and end-user sulessribr interstate access rates.

On October 22, 2001, the Companies entered inasaet purchase agreement with CenturyTel of Aladai&., a wholly owned subsidia
of CenturyTel, Inc. (CenturyTel), to sell all inafichise switched access lines in the state of Atalbi@ CenturyTel. The transaction closed on
July 1, 2002



2. Basis of Presentation

Historically, financial statements have not beegppred for the Exchanges, as they have no sepegalestatus or existence. The
accompanying specig@idrpose financial statements have been prepanasent the statement of selected assets, selatidities and parer
funding and statements of income and cash flowkeExchanges for inclusion in CenturyTel's Fortd 8+ purposes of complying with the
rules and regulations of the Securities and Exca@mmmission as required by Rule 3-05 of Regula®iox for the transaction between
CenturyTel and the Companies. The accompanyingapaarpose financial statements have been preparadcordance with accounting
principles generally accepted in the United Stag#sg exchange-specific information where availgbiest revenue and property, plant and
equipment (PP&E) related accounts) and allocatidmsre data is not maintained on an exchange-spdwEsis within the Companies' books
and records (most operating expenses, assetstbirePP&E, and liabilities). Because of the siguifit amount of allocations and estimates
used to prepare these financial statements, thgynaiareflect the financial position or resultsopferations of the Exchanges after the sale to
CenturyTel.

The unaudited interim financial information presghherein has been prepared according to accouptiimgiples generally accepted in the
United States. In management's opinion, the inftiongresented herein reflects all adjustmentsdisting only of normal recurring accrue
necessary to present fairly the interim selectedtasselected liabilities and parent funding, r@sdilts of operations and cash flows of
Verizon's Alabama Operations. The results for thierim periods are not necessarily indicative efribsults for the full year.

The accompanying special-purpose financial statésrinolude only those assets, liabilities and szlaiperations of the Exchanges as
historically incurred by the Companies and exclati®ther assets, liabilities and operations of@lmenpanies, specifically, affiliate accounts,
cash, debt, accrued interest, and tax-related talsimeet accounts. These spepialpose financial statements also include the sdéabilities
and expenses related to employees who supportdtteakges, some of which are expected to remainamaes of the Companies following
the sale of the Exchanges.

Receivables related to end-user billings and opgyaevenues were identified by exchange usingiegiple billing system data. Receivables
related to carrier and other miscellaneous billiwgse allocated to the Exchanges in proportioratoier revenues.

Accounts payable were allocated to the Exchangesdoan operating expenses and capital expendifDustomer advances and deposits
were allocated to the Exchanges based on totahueveAccrued payroll costs were allocated to theharges based on employee head count.
Other current liabilities and other liabilities weesllocated to the Exchanges based on accessolimé. ¢

The Exchanges' operating expenses include bothm@siocurred within their operating territoriestth@late directly to their exchanges (the
Direct Expenses) and amounts incurred in centi@lizerizon service centers that support multipleixtar companies (the Indirect Expens:
The Direct Expenses generally correspond with Iggarformed functions, which are likely to transfe the buyer of the Exchanges. The
Indirect Expenses correspond to substantial bafikecdupport and overhead functions, which ardikely to transfer to the buyer, but that
the buyer will need to replace in some form in otdeoperate the Exchanges. The Indirect Expernses been allocated to the Companies
and further to specific exchanges within the Congm(including the Exchanges) based on estimatasaije or benefits received from such
services. The level of allocated Indirect Expenmsag not be representative of the buyer's ongoipgeses for these functions. Depreciation
and amortization were calculated by using the edlaroperty, plant and equipment data.

Management believes the allocations used to daterselected amounts in the financial statementagrmpriate methods to reasonably
reflect the related income or expense of the Exgban

3. Summary of Significant Accounting Policies anh€y Disclosures
The notes to the financial statements that followtain limited disclosure data where it can bewrably estimated for the Exchanges.
Revenue Recognition

Service revenues are recognized based on usageabfixchange networks and facilities and confiees. The Exchanges recognize product
and other service revenues when services are gwidaccordance with contract terms and when mtsdare delivered and accepted by the
customers.

The Companies adopted the provisions of the Séesiand Exchange Commission (SEC) Staff AccourBindetin (SAB) No. 101, Revenue
Recognition in Financial Statements, effective dapd, 2000, as required by the SEC. As a resuheadoption of SAB No. 101, the
Companies defer nonrecurring service activatioemeres and costs and amortize them over the expectaedf the customer relationship.
The deferred costs are equal to the activatiomdeenue and any excess cost is expensed immediateydeferred costs represent direct
costs associated with certain nonrecurring feed) as service activation and installation fees.

Maintenance and Repairs

The cost of maintenance and repairs, includingtd®t of replacing minor items not constituting gahsial betterments, is charged to cost of
services as these costs are incur



Materials and Supplies

Included in materials and supplies are new andatdasnaterials, which are stated principally atrage original cost, except that specific
costs are used in the case of large individualstem

Long-Lived Assets

The Companies assess the impairment of long-ligedta under Statement of Financial Accounting Stafsd(SFAS) No. 121, Accounting

for the Impairment of Long-Lived Assets and for gehived Assets to Be Disposed Of, whenever eventhanges in circumstances indicate
that the carrying value may not be recoverableefednination of impairment, if any, is made baseastimates of future cash flows. (See
Recent Accounting Pronouncements - Impairment sp@sal of Long-Lived Assets below.)

Plant and Depreciation

Property, plant and equipment are recorded at Bagireciation expense is principally based on timaposite group remaining life method
and straight-line composite rates. This method iges/for the recognition of the cost of the remagnnet investment in telephone plant, less
anticipated net salvage value, over remaining ecdnasset lives. This method requires the perioglitew and revision of depreciation rat
The asset lives used are as follows:

Average Lives

(In Years)
Buildings 30-35
Central office equipment 5-10
Outside communications plant 15-50
Furniture, vehicles and other equipment 3-15

When depreciable telephone plant is replaced oeckin the normal course of business, the carrgimgunt of such plant is deducted from
the respective accounts and accumulated depratiatiharged.

Interest associated with the acquisition or comsion of plant assets is capitalized. Capitalizaériest is reported as a cost of plant and a
reduction in interest expense. The Companies deeith$1,756,000 of interest costs for the yearendecember 31, 2001.

Computer Software Costs

The Companies capitalize the cost of internal-agevare which has a useful life in excess of onarye accordance with Statement of
Position (SOP) No. 98-1, Accounting for the Cost€omputer Software Developed or Obtained for imdétJse. Subsequent additions,
modifications or upgrades to internal-use softwarecapitalized only to the extent that they altbey software to perform a task it previously
did not perform. Software maintenance and traimiogts are expensed in the period in which theynargred. Also, interest associated with
the development of internal-use software is capidl Capitalized computer software costs are amsartusing the straightae method over
period of three to seven years.

Income Taxes

Verizon and its domestic subsidiaries, including @ompanies, file a consolidated federal incomedtxn. The Companies participate in a
tax-sharing agreement with Verizon and remit taympents to Verizon based on their respective tadilitg on a separate company basis.

The Exchanges are not taxable entities. The Ex@wsmgerating results are included within the Camgsafor income tax purposes. Althot
the Exchanges contribute significant plant-reldatedporary differences (including investment taxdas) to the Companies' deferred tax
balances, the Companies do not allocate incomexpgnse, income tax payables or deferred incones tiexthe Exchanges. Deferred tax
assets or liabilities are included in parent fugdivithin these special-purpose financial statemértie provision for income taxes included in
the accompanying statement of income for the yede@ December 31, 2001 was calculated based andtime before income taxes of the
Exchanges and the Companies' effective tax rafjestad for permanent differences not attributablthe Exchanges. The primary difference
between the effective income tax rate and the tatigtdiederal income tax rate is state income tamespf federal tax benefits.

Advertising Costs

The Companies expense advertising costs as theganeed. The Companies incurred $6.6 million dvertising costs in 2001. Based on the
number of access lines, the allocated advertisistsdfor the Exchanges were approximately $0.9anifor 2001.

Employee Benefit Plans

The Companies participate in the Verizon beneéinpl Under these plans, pension and postretireneatthcare and life insurance bene



earned during the year, as well as interest oreptejl benefit obligations, are accrued currentliprBervice costs and credits resulting from
changes in plan benefits are amortized over theageeremaining service period of the employeesarpeo receive the benefits.

Comprehensive Income

The Companies had no other comprehensive incompaoents for the year ended December 31, 2001 dhéosix months ended June 30,
2002 and 2001; therefore, the Companies' and tbhdiges' comprehensive income is the same asaoehén

Derivative Instruments

Effective January 1, 2001, the Companies adoptedS3¥o. 133, Accounting for Derivative InstrumentslaHedging Activities, and SFAS
No. 138, Accounting for Certain Derivative Instrumeand Certain Hedging Activities. SFAS No. 13@uiecs that all derivatives, includit
derivatives embedded in other financial instrumeésmeasured at fair value and recognized asratisets or liabilities on the Companies'
balance sheets. Changes in the fair values ofatarés not qualifying as hedges under SFAS No.d®Bany ineffective portion of hedges
are recognized in earnings in the current peridthriges in the fair values of derivative instrumerstsd effectively as fair value hedges are
recognized in earnings, along with changes in éirevilue of the hedged item. Changes in the faine of the effective portions of cash flow
hedges are reported in other comprehensive incanterecognized in earnings when the hedged iteetignized in earnings. The
Companies had no derivative instruments as of Dbeeidl, 2001 or June 30, 2002 and 2001.

Recent Accounting Pronouncements
Business Combinations

In June 2001, the Financial Accounting Standardsr8¢FASB) issued SFAS No. 141, Business Combinatiohich applies to business
combinations occurring after June 30, 2001. SFASIMA requires that the purchase method of acauybg used and includes guidance on
the initial recognition and measurement of goodueuiltl other intangible assets acquired in the coatiboimn.

Goodwill and Other Intangible Assets

Effective January 1, 2002, the Companies adoptedS3¥o. 142, Goodwill and Other Intangible AssetSAS No. 142 no longer permits the
amortization of goodwill and indefinite-lived intgible assets. Instead, these assets must be relvaweially (or more frequently under
certain conditions) for impairment in accordancéwhis statement. This impairment test uses avidire approach rather than the
undiscounted cash flows approach previously requiseSFAS No. 121. The goodwill impairment test@n8FAS No. 142 requires a two-
step approach, which is performed at the repouimiglevel, as defined in SFAS No. 142. Step ommidies potential impairments by
comparing the fair value of the reporting unitt®darrying amount. Step two, which is only perfethif there is a potential impairment,
compares the carrying amount of the reporting sigitodwill to its implied value, as defined in SFNS. 142. If the carrying amount of the
reporting unit's goodwill exceeds the implied feitue of that goodwill, an impairment loss is remiagd for an amount equal to that excess.
Intangible assets that do not have indefinite Iwékcontinue to be amortized over their usefukls and reviewed for impairment in
accordance with SFAS No. 144, Accounting for th@dimment or Disposal of Long-Lived Assets. The dawopof SFAS No. 142 did not
impact the results of operations or statement letcsed assets, selected liabilities and parentifigndecause the Companies had no goodwiill
or other intangible assets as of January 1, 2002.

Impairment or Disposal of Long-Lived Assets

Effective January 1, 2002, the Companies adoptedSI¥o. 144. This standard supersedes SFAS No. A@1he provisions of APB Opinion
No. 30, Reporting the Results of Operat-Reporting the Effects of Disposal of a Segmerd Blusiness, and Extraordinary, Unusual and
Infrequently Occurring Events and Transactionshwétgard to reporting the effects of a disposa ségment of a business. SFAS No. 144
establishes a single accounting model for assdis tisposed of by sale and addresses several BBAR1 implementation issues. The
adoption of SFAS No. 144 did not have a materitdatfon the results of operations or financial posi

Asset Retirement Obligations

In June 2001, the FASB issued SFAS No. 143, Acéogribr Asset Retirement Obligations. This standanavides the accounting for the
cost of legal obligations associated with the eatient of longived assets. SFAS No. 143 requires that compar@synize the fair value of
liability for asset retirement obligations in therjod in which the obligations are incurred anditzdige that amount as a part of the book v
of the long-lived asset. That cost is then deptediaver the remaining life of the underlying loihged asset. The Companies are required to
adopt SFAS No. 143, effective January 1, 2003.Cbmpanies are currently evaluating the impactribis standard will have on their future
results of operations or financial position.

4. Property, Plant and Equipment

The Companies maintain continuing property recondsch identify specific property, plant and equigamh (PP&E) balances, depreciation
reserves and annual capital expenditure amountsdédExchanges. The PP&E balance in the accompgusy@ement is based on th



exchange-specific amounts and does not includebmgations of common assets utilized in providihg centralized services described in
Note 2.

PP&E of the Exchanges is summarized as followsegieinber 31, 2001 (dollars in thousands):

Land $ 1,489
Buildings 38,690
Central office equipment 257,317
Outside communications plant 436,675
Furniture, vehicles and other work equipment 12,131
Other 12,183
Construction-in-progress 908
759,393
Less accumulated depreciation (516,158)
Property, plant and equipment, net $ 243,235

5. Employee Benefit Plans

The Companies participate in Verizon's benefit plaferizon maintains noncontributory defined bemngdinsion plans for substantially all
employees. The postretirement healthcare andn#ferance plans for the Companies' retirees anddbpendents are both contributory and
noncontributory and include a limit on the Compahghare of cost for recent and future retirees. Companies also sponsor defined
contribution savings plans to provide opportunifseligible employees to save for retirement dexadeferred basis.

The structure of Verizon's benefit plans does movide for the separate determination of certagtldisures for the Companies or the
Exchanges.

Pension Plans

The Companies participate in noncontributory defibenefit pension plans sponsored by Verizon cagesubstantially all employees. The
benefits to be paid under these plans are gendradlgd on years of credited service and averagedarnings. Verizon's funding policy,
subject to the minimum funding requirements of esypk benefit and tax laws, is to contribute sucbuarts as are determined on an actu
basis to accumulate funds sufficient to meet thhaglbenefit obligation to employees upon theirgetent. The Verizon plans are currently
funded at levels in excess of projected benefigalibns. The assets of the plans consist primafilyorporate equities, government securities
and corporate debt securities.

The Exchanges' net periodic benefit credit was $8liBon for 2001. The net periodic benefit creftit the Exchanges was based on an
allocation of the Companies' net periodic beneétli. The allocations were based on the relativalver of active employees of the
Exchanges and retired employees of the Companiesanghe previously involved in the operations of Ehehanges to the Companies' total
active and retired employee participants of thegla

The prepaid pension asset shown on the accompafigarrial statements represents an allocatioh@fQompanies' net prepaid pension
cost. The allocation was based on the relative rmurabactive employees of the Exchanges and regéinegloyees of the Companies who w
previously directly involved in the operations b&tExchanges to the Companies' total active air@detmployee participants of the plans.

The significant weighted-average assumptions ugedeizon for the pension measurements were asvisliat December 31, 2001:

Discount rate 7.25%
Rate of compensation increase 5.00
Long-term rate of return on plan assets 9.25

Postretirement Benefits Other than Pensions

Substantially all of the Companies' employees akered under postretirement healthcare and lifierarsce benefit plans sponsored by
Verizon. The determination of benefit cost for pestement health plans is generally based on cehgmsive hospital, medical and surgical
benefit plan provisions. The Companies intend talfamounts for postretirement benefits as deempibppate.

The Exchanges' postretirement benefit cost wasilidn for 2001. The postretirement cost for thechanges was based on an allocation of
the Companies' net postretirement benefit cost.dllbeation was based on the relative number éf@aemployees of the Exchanges and
retired employees of the Companies who were pralyaavolved in the operations of the ExchangethtoCompanies' total active and reti
employee participants of the plans.

The employee benefit obligations shown in the agzamying financial statements represent an allogaifdhe Companies' actuarially
determined postretirement healthcare and life arste benefit liabilities. The allocation was basedhe relative number of active employ:



of the Exchanges and retired employees of the Coiepavho were previously involved in the operatiohthe Exchanges to the Companies'
total active and retired employee participantshefplans.

The weighted-average assumptions used by Veriztireiactuarial computations for healthcare andd@eefits were as follows at December
31, 2001:

Discount rate 7.25%
Long-term rate of return on plan assets 8.00
Medical cost trend rate at end of year 10.00
Ultimate (year 2005) 5.00

Savings Plans and Employee Stock Ownership Plans

Substantially all of the Companies' employees hgibée to participate in savings plans maintaitgdVerizon. Verizon maintains a leverag
employee stock ownership plan (ESOP) for its mamege employees of the former GTE subsidiaries. Utlde plan, a certain percentage
eligible employee contributions is matched withrelsaof Verizon's common stock. Verizon recognieeetaged ESOP cost based on the
modified shares allocated method for this leverag8@P that held shares before December 31, 1989C®mpanies recognize savings plans
costs based on their matching obligation attribtwidettheir participating management employees. titamh to the ESOP, Verizon also
maintains a savings plan for nonmanagement empgoyatching contributions attributable to the Exutpas' employees were included as
general and administrative expenses in these dgrajpose financial statements. The Exchanged' ¢atangs plans costs, based on an
allocation of the Exchanges' employees to the Compatotal employees, were approximately $726j0@D01.

6. Parent Funding and Interest Expense

For purposes of these statements, all funding rements have been summarized as "parent fundirthouti regard to whether the funding
represents debt or equity. No specific debt insénis can be directly associated with the Exchangesare separate equity accounts
maintained. As such, interest expense, net ofésténcome, of the Companies for the year ende@i@ber 31, 2001 and the six months
ended June 30, 2002 and 2001 was allocated toxtteaRges and shown in the accompanying statemeintsamme based on the relative
percentage of the Exchanges' parent funding ttothhédebt and equity for the Companies.

7. Transactions with Affiliates

Historically, extensive transactions have occutretiveen the Exchanges and GTE Communications Sgstemporation (GTE
Communications Systems), Verizon Information Sexsinc., Verizon Data Services Inc., Verizon Seavi(including Verizon Services
Corp., Verizon Services Group, and Verizon Corpo@rvices Group Inc.), GTE Funding and variousiodffiliates. These transactions
have included construction and maintenance servitzga processing and management services, anetiitgaand directories agreements.

The Companies' transactions with affiliates arermanized as follows (the respective informationas separately available for the
Exchanges):

Year ended
December 31, 2001

Contel of the Verizon South
South

(Dollars in Thousands)

Operating revenues:

Verizon Information Services Inc. $ 10 $ 1,100
Other revenue from affiliates 21,284 66,400
21,294 67,500
Operating expenses:
GTE Communications Systems 11,186 15,100
Verizon Information Services Inc. 143 4,200
Verizon Data Services Inc. 4,538 61,200
Verizon Services 9,501 122,100
Other - 200
25,368 202,800

Other income:
Equity loss from Ventures llI - (9,300)

Interest expense (income), net:
Interest expense (income) to GTE, net 3,178 (300)

Plant, property and equipment:
Purchases from GTE Communications Systems 55 44,700
Transfer of advanced data assets from Ventures | 1l - 4,000



55 48,700

GTE Communications Systems (100% owned by Veripoayides construction and maintenance equipmepplis and electronic repair
services to the Companies. Such purchases andesgiie recorded at the lower of cost, includingtarn realized by GTE Communications
Systems, or fair market value.

The Companies have an agreement to provide substists, billing and collection and other servited/erizon Information Services Inc.
(Directories) (100% owned by Verizon). Directorhils the Exchanges for printing and other costsoamted with regulatory requirements
included in the telephone directories, including tost of any Extended Area Service sections imitteetories. Directories also bills the
Exchanges for any advertising it places in theptedme directories. The amounts charged to the Comepé#or these transactions are based on
fair market value.

Verizon Data Services Inc. provides data processémgices, software application development andhteaance, which generally benefit
Verizon's operating telephone subsidiaries, inclgdhe Companies. The amounts charged to the Caespfam these affiliated transactions
are based on proportional cost allocation methageto

The Companies have contractual arrangements witlzdfeServices Inc. for the provision of variousitalized services. These services are
divided into two broad categories. The first catgge comprised of networkelated services, which generally benefit only Yen's operatin
telephone subsidiaries. These services includeetiagg sales, legal, accounting, finance, datagssing, materials management,
procurement, labor relations, and staff support/&rious network operations. The second categargngprised of overhead and support
services, which generally benefit all subsidiadé¥erizon. Such services include corporate goveceacorporate finance, external affairs,
legal, media relations, employee communicationspa@te advertising, human resources, and trea@ast may be directly assigned to one
subsidiary or allocated to more than one subsidiaged on functional reviews of the work performed.

The Companies recognized interest expense/incomeninection with contractual arrangements with GTiBding to provide short-term
financing and cash management services to them.

In 2000, Verizon South Inc. transferred certainathed data assets to an affiliated company, VeNaortures Il Inc. (Ventures Ill), in
exchange for common stock of Ventures lll. Thissfar was done to satisfy a condition of the FG@jsroval of the Bell Atlantic-GTE
merger, which required the provision of advancetd darvices through a separate affiliate. ThrougB601, Verizon South Inc. continued to
invest in Ventures Ill through the transfer of adutial assets. As a result of the transfers, Veri2outh Inc. has an ownership interest in
Ventures Ill, which is accounted for under the gguniethod of accounting. Verizon South Inc.'s owh@y interest in Ventures Il was 1.11%
at December 31, 2001.

The accompanying financial statements reflect gdagses associated with the investment in Ventires $837,000 in 2001 and an
investment in Ventures lll, included in other assef $20,000 at December 31, 2001.

Other operating revenues and expenses include lfaisgeus items of income and expense resulting framsactions with other affiliates of
the Companies. These transactions include the gioovof local and network access services, biléing collection services, rental of faciliti
and equipment, and sales and purchases of mat@nidlsupplies. The Companies also earn fees froatfiiate for usage of its directory
listings.

The affiliated receivables and payables associattdthese transactions have been included in paweding.
8. Regulatory Matters

The state regulatory commission in Alabama regsltiie Companies' intrastate business. The Compargesso subject to regulation by the
Federal Communications Commission for their infgesbusiness operations. The Companies' Alabaroa gaip plan started in January 1€
The plan does not have an expiration date buviswed every five years. There are three servitegeaies: basic, nonbasic and
interconnection. Basic services are capped foryaars from the September 1995 order date. Atitdeoéthe cap, prices can be increased by
GDP-PI less a 1% productivity factor less any servieaggties (up to 0.75% maximum penalty). Nonbasicises can be increased beginn
January 1997 and prices can be increased a maxoh@6% in the aggregate for a given year. Indiviguies can be changed more than
10% as long as the aggregate change is 10% ofTlesCompanies' intrastate access charges areccappecomposite rate of $0.064 per
minute. Tariff filings for incumbent local exchangarriers are presumptively valid. Earnings areragtilated.

9. Commitments and Contingencies

The Companies have noncancelable operating leasesirg certain buildings, office space and equipm&he Companies' rental expense
was $33,523,000 in 2001. Minimum rental commitmemtder these noncancelable leases are approxing&ymillion, $3.9 million, $3.7
million, $3.4 million, and $3.0 million for the yem2002 through 2006, respectively, and $9.6 nniltieereafter. Based on the number of
access lines, the allocated rent expense of thedbges was approximately $4.4 million for 2001.

Various legal actions and regulatory proceedingspanding to which the Companies are a party agwe tare claims which, if asserted, n



lead to other legal actions. Management does rigveethe ultimate resolution of pending regulatand legal matters in future periods will
have a material effect on the financial positionl&f Companies or the Exchanges.

10. Segment Reporting

The Exchanges do not have separate reportable ségofaheir own. The Exchanges are part of the @ames, which have one reportable
segment - the provision of domestic wire line telamunications services. Specifically, the Compapreside local telephone services
including voice and data transport, enhanced astboucalling features, network access, directosjstence and private lines. In addition,
Companies provide customer premises equipmenthdisitvn, billing and collection, and pay teleph@evices.

11. Financial Instruments

Financial instruments that subject the Companie®tzentrations of credit risk consist primarilysbfort-term investments and trade
receivables. Concentrations of credit risk withpesg to trade receivables other than those from RTrp. (AT&T) are limited due to the
large number of customers. The Companies' revegemesrated from services provided to AT&T (primarigtwork access and billing and
collection) were 6.9% of total revenues for 2001.

While the Companies may be exposed to credit lodgego the nonperformance of their counterpartiesCompanies consider this risk
remote and do not expect the settlement of thessdctions to have a material effect on their tesiiloperations or financial position.
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Report of Independent Auditors

The Board of Directors and Shareowner
GTE Midwest Incorporated

We have audited the accompanying special-purpasensént of selected assets, selected liabilitidgparent funding of Verizon's Missouri
Operations (the Exchanges), a carved-out comparigsTE Midwest Incorporated (the Company), as oé&meber 31, 2001, and the related
statements of income, parent funding and cash ffowthe year then ended. These financial statesramet the responsibility of the Compa
management. Our responsibility is to express aniopion these financial statements based on out. aud

We conducted our audit in accordance with audistagndards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabgut whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asairgj the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

As described in Note 2, the accompanying specigbgme financial statements were prepared for immtui; CenturyTel, Inc.'s (CenturyTel)
Form 8-K for purposes of complying with the ruleslaegulations of the Securities and Exchange Casion as required by Rule 3-05 of
Regulation S-X in connection with an asset purclzgeement between CenturyTel of Missouri L.L.Guylelly owned subsidiary of
CenturyTel and the Company. The statements indlldeations of certain indirectly attributable amggion bases determined by
management of the Company.

In our opinion, the special-purpose financial stadats referred to above present fairly, in all mateespects, the selected assets, selected
liabilities and parent funding of Verizon's MissbOperations as of December 31, 2001, and theteestilts operations and its cash flows for
the year then ended in conformity with accountiriggiples generally accepted in the United Ste



April 24, 2002, except for Note 1,
as to which the date is August 31, 2002

Statements of Selected Assets, Selected Liabilitiésd Parent Funding

Selected Assets
Current assets:
Accounts receivable, net of allowance of
$5,047 and $4,710, respectively
Materials and supplies
Prepaid expenses
Deferred activation charges - current

Total current assets
Property, plant and equipment, net

Prepaid pension asset
Deferred activation charges - noncurrent

Total selected assets
Selected Liabilities and Parent Funding
Current liabilities:
Accounts payable
Advance billings and customer deposits
Accrued payroll-related costs
Deferred activation revenues - current
Other current liabilities
Total current liabilities
Employee benefit obligations
Deferred activation revenues - noncurrent
Other liabilities

Total selected liabilities

Parent funding

Total selected liabilities and parent funding

See accompanying note

Verizon's Missouri Operations

(Dollars in Thousands)

June 30, 2002

December 31

(Unaudited) (Audited
$ 44,430 % 48,
711
2,680 6,
3,624 3,
51,445 59,
389,845 390,
85,807 80,
7,060 7,
$ 534,157 $ 537,
$ 18 $
5,781 5,
9,375 15,
3,624 3,
13,530 9,
32,328 34,
27,751 28,
7,061 7,
278
67,418 70,
466,739 466,

$ 534,157 $

537,




Verizon's Missouri Operations

Statements of Income
(Dollars in Thousands)

Year ended
Six Months ended June 30 December 31
2002 2001 2001
(Unaudited) (Audited)
Operating Revenues
Local services $ 55,715 $ 53,551 $ 106,072
Network access services 67,063 80,098 149,463
Long-distance services 7,807 8,541 17,926
Other services 10,741 11,059 22,425
Total operating revenues 1 41,326 153,249 295,886
Operating Expenses
Cost of services 39,675 33,445 85,609
Selling, general and administrative 20,826 20,165 38,809
Depreciation and amortization 24,231 23,149 44,956
Total operating expenses 84,732 76,759 169,374
Operating income 56,594 76,490 126,512
Interest expense, net 3,380 8,074 11,884
Other (income) expense (18) (107) 1,645
Income before income taxes 53,232 68,523 112,983
Income taxes 20,547 26,559 47,420
Net income $ 32,685 $ 41,964 $ 65,563

See accompanying note



Verizon's Missouri Operations

Statements of Parent Funding
(Dollars in Thousands)

For the Six Months ended June 30,
and the Year ended December 31,

Balance at December 31, 2000
Net income (audited)
Net transfers to GTE Corporation (audited)

Balance at December 31, 2001 (audited)
Net income (unaudited)
Net transfers to GTE Corporation (unaudited)

Balance at March 31, 2002 (unaudited)

See accompanying note

2002
2001

$ 440,818



Operating Activities
Net income
Adjustments to reconcile net income to

net cash provided by operating activities:

Depreciation and amortization
Provision for uncollectible accounts
Employee benefit obligations
Changes in current assets and current
liabilities:
Accounts receivable
Other current assets
Current liabilities
Other, net

Cash provided by operating activities

Investing Activities
Capital expenditures

Cash used in investing activities

Financing Activities
Net transfers to GTE Corporation

Cash used in financing activities
Net change in cash during the period
Cash at beginning of period

Cash at end of period

See accompanying note

Verizon's Missouri Operations

Statements of Cash Flows
(Dollars in Thousands)

Year ende
Six Months ended June 30 December
2002 2001 2001
(Unaudited) (Audited
32,685 $ 41,964 $ 65,563
24,231 23,149 44,956
2,447 1,627 1,627
(5,463) (2,671) (7,440
1,390 745 (6,633
3,686 9,095 5,815
(6,350) (1,206) (7,277
3,684 (5,554) (3,464
56,310 67,149 93,147
(23,667) (25,495) (53,463
(23,667) (25,495) (53,463
(32,643) (41,654) (39,684
(32,643) (41,654) (39,684
- - $ R




Verizon's Missouri Operations
Notes to Financial Statements
1. Description of Business

The selected local telephone exchanges (the Exelsamygluded in these special-purpose financidaéstants serve approximately 371,000
switched access lines in the state of Missouri. &@hanges represent substantially all of the smidcaccess lines in service for GTE
Midwest Incorporated (Company or GTE Midwest). Tmmpany is a wholly owned subsidiary of GTE Corgiora(GTE), which is a
wholly owned subsidiary of Verizon Communications.l(Verizon).

The Company provides two basic types of telecompatinins services:

Exchange telecommunication service is the transomsy telecommunications among customers locatétima local calling area within a
LATA. Examples of exchange telecommunications sswinclude switched local residential and busisessgices, local private line voice
and data services, and Centrex services. The Congtsm provides toll services within a LATA (intrATA long distance).

Exchange access service links a customer's premuigethe transmission facilities of other telecominations carriers, generally interLATA
carriers. Examples of exchange access servicaglmawitched access and special access services.

The communications services provided by the Compa@aysubject to regulation by the Missouri Pubkev&e Commission with respect to
intrastate rates and services and certain othéersafThe Federal Communications Commission (FE@)lates rates that the Company
charges long-distance carriers and end-user sblessrior interstate access rates.

On October 22, 2001, the Company entered into set @sirchase agreement with CenturyTel of MissodriC., a wholly owned subsidiary
of CenturyTel, Inc. (CenturyTel), to sell all imafichise switched access lines in the state of Missm CenturyTel. The transaction closed on
August 31, 2002.

2. Basis of Presentation

Historically, financial statements have not beegppred for the Exchanges, as they have no sepegalestatus or existence. The
accompanying specigidrpose financial statements have been prepangesent the statement of selected assets, selatidities and parel
funding and statements of income and cash flowkeExchanges for inclusion in CenturyTel's Fortd 8+ purposes of complying with the
rules and regulations of the Securities and Exca@mmmission as required by Rule 3-05 of Regula®iox for the transaction between
CenturyTel and the Company. The accompanying skpaipose financial statements have been preparaddordance with accounting
principles generally accepted in the United Statesg exchange-specific information where availdbiest revenue and property, plant and
equipment (PP&E) related accounts) and allocatidmsre data is not maintained on an exchange-spdwsis within the Company's books
and records (most operating expenses, assetstbitePP&E, and liabilities). Because of the siguifit amount of allocations and estimates
used to prepare these financial statements, thgynaiareflect the financial position or resultsopferations of the Exchanges after the sale to
CenturyTel.

The unaudited interim financial information presghherein has been prepared according to accoyptimgjples generally accepted in the
United States. In management's opinion, the inftiongresented herein reflects all adjustmentsdistimg only of normal recurring accrue
necessary to present fairly the interim selectesdtasselected liabilities and parent funding, @sdlts of operations and cash flows of
Verizon's Missouri Operations. The results forititerim periods are not necessarily indicativehef tesults for the full year.

The accompanying special-purpose financial statésrinolude only those assets, liabilities and szlaiperations of the Exchanges as
historically incurred by the Company and excludetier assets, liabilities and operations of GTEWest and Verizon and its other
subsidiaries, specifically cash, debt, accruedéste and tax-related balance sheet accounts. Epestal-purpose financial statements also
include assets, liabilities and expenses relateriployees who support the Exchanges, some of vateraxpected to remain employees of
the Company following the sale of the Exchanges.

Accounts receivable and operating revenues arallmséhe applicable billing system information. &tleurrent assets and the current
liabilities of the Exchanges reflect the respecbatances of the Company, excluding amounts owad/fo affiliates.

The Exchanges' operating expenses include bothm@smcurred within their operating territoriestth@late directly to their exchanges (the
Direct Expenses) and amounts incurred in centiizerizon service centers that support multipleixtar companies (the Indirect Expens:
The Direct Expenses generally correspond with lpgarformed functions, which are likely to transfe the buyer of the Exchanges. The
Indirect Expenses correspond to substantial bafikecsupport and overhead functions, which ardikely to transfer to the buyer, but that
the buyer will need to replace in some form in otdeoperate the Exchanges. The Indirect Expenges been allocated to GTE Midwest and
further to specific exchanges within GTE Midwesic{uding the Exchanges) based on estimates of ugdagnefits received from such
services. The level of allocated Indirect Expemsay not be representative of the buyer's ongoipgreses for these functions. Depreciation
and amortization were calculated using the relptegerty, plant and equipment de



Management believes the allocations used to deterselected amounts in the financial statementagpmpriate methods to reasonably
reflect the related income or expense of the Exgban

3. Summary of Significant Accounting Policies anth€y Disclosures
The notes to the financial statements that followtain limited disclosure data where it can berably estimated for the Exchanges.
Revenue Recognition

Service revenues are recognized based on usageabkeixchange networks and facilities and confeset. The Exchanges recognize product
and other service revenues when services are mwwdaccordance with contract terms and when mtsdare delivered and accepted by the
customers.

The Company adopted the provisions of the Secsrétiel Exchange Commission (SEC) Staff AccountinieBa (SAB) No. 101, Revenue
Recognition in Financial Statements, effective dapd, 2000, as required by the SEC. As a resuh@fadoption of SAB No. 101, the
Company defers nonrecurring service activationmaes and costs and amortize them over the exptadf the customer relationship. -
deferred costs are equal to the activation feemaye@nd any excess cost is expensed immediatetydd@ierred costs represent direct costs
associated with certain nonrecurring fees, sudensce activation and installation fees.

Maintenance and Repairs

The cost of maintenance and repairs, includingtis of replacing minor items not constituting gabsial betterments, is charged to cost of
services as these costs are incurred.

Materials and Supplies

Included in materials and supplies are new andatdasnaterials, which are stated principally atrage original cost, except that specific
costs are used in the case of large individualstem

Long-Lived Assets

The Company assesses the impairment of long-ligedta under Statement of Financial Accounting Stasi(SFAS) No. 121, Accounting
for the Impairment of Long-Lived Assets and for gehived Assets to Be Disposed Of, whenever eventhanges in circumstances indicate
that the carrying value may not be recoverableetenination of impairment, if any, is made basedstimates of future cash flows. (See
Recent Accounting Pronouncements - Impairment sp&sal of Long-Lived Assets below.)

Plant and Depreciation

Property, plant and equipment are recorded at Bagireciation expense is principally based on tmeposite group remaining life method
and straight-line composite rates. This method iges/for the recognition of the cost of the remagnnet investment in telephone plant, less
anticipated net salvage value, over remaining etwnnasset lives. This method requires the periogliigeew and revision of depreciation rat
The asset lives used are as follows:

Average Lives

(In Years)
Buildings 30-35
Central office equipment 5-10
Outside communications plant 15-50
Furniture, vehicles and other equipment 3-15

When depreciable telephone plant is replaced oeckin the normal course of business, the carrgimgunt of such plant is deducted from
the respective accounts and accumulated depretiatitharged.

Interest associated with the acquisition or comsion of plant assets is capitalized. Capitalizgédriest is reported as a cost of plant and a
reduction in interest expense. During 2001, the amy capitalized $206,000 of interest costs.

Computer Software Costs

The Company capitalizes the cost of internal-u$evane which has a useful life in excess of one yeaccordance with Statement of
Position (SOP) No. 98-1, Accounting for the Cost€omputer Software Developed or Obtained for imdétJse. Subsequent additions,
modifications or upgrades to internal-use softwarecapitalized only to the extent that they altbey software to perform a task it previously
did not perform. Software maintenance and traimiogts are expensed in the period in which theynaxgred. Also, interest associated w



the development of internal-use software is capidl Capitalized computer software costs are damsartusing the straighthe method over
period of three to seven years.

Income Taxes

Verizon and its domestic subsidiaries, including @ompany, file a consolidated federal income &rn. The Company participates in a tax-
sharing agreement with Verizon and remits tax paysto Verizon based on its respective tax liabiit a separate company basis.

The Exchanges are not taxable entities. The Exasmogerating results are included within the Camgdar income tax purposes. Although
the Exchanges contribute significant plant-relaedporary differences (including investment taxdis) to the Company's deferred tax
balances, the Company does not allocate incomexanse, income tax payables or deferred inconas taxthe Exchanges. Deferred tax
assets and liabilities are included in parent fagdvithin these special-purpose financial statemeFie provision for income taxes included
in the accompanying statement of income for the gaded December 31, 2001 was calculated basdteandome before income taxes of
the Exchanges and the Company's 2001 effectiveataxadjusted for permanent differences not atiidfie to the Exchanges. The primary
difference between the effective income tax rattthe statutory federal income tax rate is staterime taxes, net of federal tax benefits.

Advertising Costs
The Company expenses advertising costs as theganeed. In 2001, the Company incurred $1,303j00@dvertising costs.
Employee Benefit Plans

The Company participates in the Verizon benefihpldnder these plans, pension and postretirensatthicare and life insurance benefits
earned during the year, as well as interest oreptejl benefit obligations, are accrued currentlprBervice costs and credits resulting from
changes in plan benefits are amortized over theageeremaining service period of the employeesarpeo receive the benefits.

Comprehensive Income

The Company had no other comprehensive income coemt® for the year ended December 31, 2001 orixhraanths ended June 30, 2002
and 2001, therefore, the Company's and the Exctemogmprehensive income is the same as net income.

Derivative Instruments

Effective January 1, 2001, the Company adopted SHASL33, Accounting for Derivative Instruments ateldging Activities, and SFAS N
138, Accounting for Certain Derivative Instrumeatsl Certain Hedging Activities. SFAS No. 133 regsiithat all derivatives, including
derivatives embedded in other financial instrumem¢smeasured at fair value and recognized asreitisets or liabilities on the Company's
balance sheet. Changes in the fair values of dérésanot qualifying as hedges under SFAS No. I8Bamy ineffective portion of hedges are
recognized in earnings in the current period. Ckarig the fair values of derivative instrumentsdusectively as fair value hedges are
recognized in earnings, along with changes in éirevhlue of the hedged item. Changes in the faine of the effective portions of cash flow
hedges are reported in other comprehensive incantetecognized in earnings when the hedged iteetignized in earnings. The Comp:
had no derivative instruments as of December 32120 June 30, 2002 and 2001.

Recent Accounting Pronouncements
Business Combinations

In June 2001, the Financial Accounting Standardsr8¢FASB) issued SFAS No. 141, Business Combinatiohich applies to business
combinations occurring after June 30, 2001. SFASIMA requires that the purchase method of acauybg used and includes guidance on
the initial recognition and measurement of goodueuiltl other intangible assets acquired in the coatiboimn.

Gooduwill and Other Intangible Assets

Effective January 1, 2002, the Company adopted SNHASL42, Goodwill and Other Intangible Assets. SH¥0. 142 no longer permits the
amortization of goodwill and indefinite-lived intgible assets. Instead, these assets must be relvaweially (or more frequently under
certain conditions) for impairment in accordancéwhis statement. This impairment test uses avidire approach rather than the
undiscounted cash flows approach previously reduiseSFAS No.

121. The goodwill impairment test under SFAS N fdquires a twatep approach, which is performed at the repodimiglevel, as define
in SFAS No.

142. Step one identifies potential impairments dmparing the fair value of the reporting unit ®darrying amount. Step two, which is only
performed if there is a potential impairment, conggahe carrying amount of the reporting unit'sdyaid to its implied value, as defined in
SFAS No. 142. If the carrying amount of the repaytunit's goodwill exceeds the implied fair valdahat goodwill, an impairment loss is
recognized for an amount equal to that excessagdjitiée assets that do not have indefinite lives$ @ghtinue to be amortized over their useful
lives and reviewed for impairment in accordancd@8EAS No. 144, Accounting for the Impairment osjfisal of Lon-Lived Assets. Th



adoption of SFAS No. 142 did not impact the resoitsperations or statement of selected assetstsel liabilities and parent funding
because the Company had no goodwill or other indm@ssets as of January 1, 2002.

Impairment or Disposal of Long-Lived Assets

Effective January 1, 2002, the Company adopted SNASL44. This standard supersedes SFAS No. 12thangrovisions of APB Opinion
No. 30, Reporting the Results of Operat-Reporting the Effects of Disposal of a Segmerd Blusiness, and Extraordinary, Unusual and
Infrequently Occurring Events and Transactionshwegard to reporting the effects of a disposa ségment of a business. SFAS No. 144
establishes a single accounting model for assdis tisposed of by sale and addresses several BBAR1 implementation issues. The
adoption of SFAS No. 144 did not have a materiatfon the results of operations or financial posi

Asset Retirement Obligations

In June 2001, the FASB issued SFAS No. 143, Acdogribr Asset Retirement Obligations. This standamalides the accounting for the
cost of legal obligations associated with the eatient of londived assets. SFAS No. 143 requires that compara@synize the fair value of
liability for asset retirement obligations in therjod in which the obligations are incurred anditzdige that amount as a part of the book v
of the long-lived asset. That cost is then deptediaver the remaining life of the underlying loinged asset. The Company is required to
adopt SFAS No. 143 effective January 1, 2003. Thea@any is currently evaluating the impact this retandard will have on its future
results of operations or financial position.

4. Property, Plant and Equipment

The Company maintains continuing property recordsch identify specific property, plant and equiprthéPP&E) balances, depreciation
reserves and annual capital expenditure amounthdédExchanges. The PP&E balance in the accompgusy@tement is based on these
exchange-specific amounts and does not includebmgations of common assets utilized in providihg centralized services described in
Note 2.

PP&E of the Exchanges is summarized as followsegieinber 31, 2001 (dollars in thousands):

Land $ 3,280
Buildings 69,247
Central office equipment 336,084
Outside communications plant 524,915
Furniture, vehicles and other work equipment 25,624
Other 33,898
Construction-in-progress 475
993,523
Less accumulated depreciation (603,114)
Property, plant and equipment, net $ 390,409

5. Employee Benefit Plans

The Company participates in Verizon's benefit plafesizon maintains noncontributory defined benpétsion plans for substantially all
employees. The postretirement healthcare andnliferance plans for the Company's retirees anddegiendents are both contributory and
noncontributory and include a limit on the Comparsfiare of cost for recent and future retirees.Jdmpany also sponsors defined
contribution savings plans to provide opportunifaseligible employees to save for retirement dexadeferred basis.

The structure of Verizon's benefit plans does moviple for the separate determination of certagtldisures for the Company or the
Exchanges.

Pension Plans

The Company participates in noncontributory defibedefit pension plans sponsored by Verizon cogesirbstantially all employees. The
benefits to be paid under these plans are gendradlgd on years of credited service and averagedarnings. Verizon's funding policy,
subject to the minimum funding requirements of eaypk benefit and tax laws, is to contribute sucbwarts as are determined on an actu
basis to accumulate funds sufficient to meet thaglbenefit obligation to employees upon theirgetent. The Verizon plans are currently
funded at levels in excess of projected benefigalibns. The assets of the plans consist primafilyorporate equities, government securities
and corporate debt securities.

The Exchanges' net periodic benefit credit wasidillion for 2001.

The prepaid pension asset shown on the accompafigargrial statements represents the net prepaisige cost of active employees of-



Exchanges and retired employees of the Companywelne previously directly involved in the operatiamfghe Exchanges to the Company's
total active and retired employee participantshefplans.

The significant weighted-average assumptions ugedeizon to determine the pension credit and asse¢ as follows at December 31,
2001:

Discount rate 7.25%
Rate of compensation increase 5.00
Long-term rate of return on plan assets 9.25

Postretirement Benefits Other Than Pensions

Substantially all of the Company's employees axex@d under postretirement healthcare and liferarsze benefit plans sponsored by
Verizon. The determination of benefit cost for pestement health plans is generally based on cehgmsive hospital, medical and surgical
benefit plan provisions. The Company intends talfamounts for postretirement benefits as deemeppate.

The Exchange's postretirement benefit cost wasmdlibn for 2001. The postretirement cost for thechanges was based on an allocation of
the Company's net postretirement cost. The allocatias based on the relative number of active eyepko of the Exchanges and retired
employees of the Company who were previously inedlin the operations of the Exchanges to the Coypamtal active and retired
employee participants of the plans.

The employee benefit obligations shown in the agzamying financial statements represents an allmecatf the Company's actuarially
determined postretirement healthcare and life arste benefit liabilities. The allocation was basedhe relative number of active employees
of the Exchanges and retired employees of the Coynwao were previously involved in the operatiofishe Exchanges to the Company's
total active and retired employee participantshefplans.

The weighted-average assumptions used by Veriztireiactuarial computations for healthcare andoéeefits were as follows at December
31, 2001:

Discount rate 7.25%
Long-term rate of return on plan assets 8.00
Medical cost trend rate at end of year 10.00
Ultimate (year 2005) 5.00

Savings Plans and Employee Stock Ownership Plans

Substantially all of the Company's employees agghdd to participate in savings plans maintaingderizon. Verizon maintains a leveraged
employee stock ownership plan (ESOP) for its mameaege employees of the former GTE Companies. Urtdsmpian, a certain percentage of
eligible employee contributions is matched withrelsaof Verizon's common stock. Verizon recognieeetaged ESOP cost based on the
modified shares allocated method for this leverdg8®P that held shares before December 31, 198C®mpany recognizes savings plans
costs based on its matching obligation attribueeiist participating management employees. In aalilitd the ESOP, Verizon also maintains a
savings plan for nonmanagement employees. The Quytgp@tal savings plans costs were $1.4 millio2001.

6. Parent Funding and Interest Expense

For purposes of these statements, all funding rements have been summarized as "parent fundirthouti regard to whether the funding
represents debt or equity. No specific debt insénois can be directly associated with the Exchangesare separate equity accounts
maintained. All net interest expense of the Comfanyhe year ended December 31, 2001 and the snthm ended June 30, 2002 and 2001
was allocated to the Exchanges and shown in thengganying statements of income.

7. Transactions with Affiliates

Historically, extensive transactions have occutretiveen the Company and GTE Communications SysBamsoration (GTE
Communications Systems), Verizon Information Sesitnc., Verizon Data Services Inc., Verizon Savwi(including Verizon Services
Corp., Verizon Services Group, and Verizon Corpofrvices Group Inc.), GTE Funding Incorporate@iE&unding) and other affiliates.

Transactions with affiliates included in the accamying financial statements are summarized asvistlo

Year ended December 31,
2001
(Dollars in Thousands)
Operating revenues:
Verizon Information Services Inc. $ 73
Other revenue from affiliates 21,190



Operating expenses:

GTE Communications Systems 3,651
Verizon Information Services Inc. 764
Verizon Data Services Inc. 13,139
Verizon Services 26,091
43,645

Other expense:
Equity loss from Ventures Ill (1,645)

Interest expense, net:
Interest expense to GTE, net 18,884

Plant, property and equipment:
Purchases from GTE Communications Systems 8,083

The Company has an agreement to provide subsdisberbilling and collection and other services/frizon Information Services Inc.
(Directories) (100% owned by Verizon) at fair markelue. Directories bills the Company for printiagd other costs associated with
regulatory requirements included in the telephanectbries, including the cost of any Extended ABeawvice sections in the directories.
Directories also bills the Company for any adveértjst places in the telephone directories. The am® charged to the Company for these
transactions are based on fair market value.

GTE Communications Systems (100% owned by Veripoayides construction and maintenance equipmepplis and electronic repair
services to the Company. Such purchases and seafieeecorded at the lower of cost, includingtarrerealized by GTE Communications
Systems, or fair market value.

Verizon Data Services Inc. provides data processémgices, software application development anadteaance, which generally benefit
Verizon's operating telephone subsidiaries, incigdhe Exchanges. The amounts charged to the Confipathese affiliated transactions are
based on proportional cost allocation methodologies

The Company has contractual arrangements with biergervices for the provision of various centralizervices. These services are divided
into two broad categories. The first category isipdsed of network-related services, which gengiiadinefit only Verizon's operating
telephone subsidiaries. These services includeetiagk sales, legal, accounting, finance, datagssing, materials management,
procurement, labor relations, and staff support/&rfous network operations. The second categargngprised of overhead and support
services, which generally benefit all subsidiané¥erizon. Such services include corporate goveceacorporate finance, external affairs,
legal, media relations, employee communicationpa@te advertising, human resources, and trea@arst. may be directly assigned to one
subsidiary or allocated to more than one subsidiaged on functional reviews of the work performed.

The Company recognized net interest expense inemiom with contractual arrangements with GTE Faogadiffiliates to provide short-term
financing and cash management services to it.

In 2000, the Company transferred certain advanegal assets to an affiliated company, Verizon Vegul Inc. (Ventures Ill), in exchange
for common stock of Ventures Ill. This transfer vémse to satisfy a condition of the FCC's apprafdhe Bell Atlantic-GTE merger, which
required the provision of advanced data servicemitih a separate affiliate. Throughout 2001, then@any continued to invest in Ventures
through the transfer of additional assets. As altes the transfers, the Company has an owneligtgpest in Ventures Ill, which is account
for under the equity method of accounting. The Canyrecorded equity losses associated with itssimvent in Ventures Il of $1,645,000
2001. Its investment in Ventures IIl was $0 at Deber 31, 2001. The Company's ownership interegeimures Ill was 0.21% at December
31, 2001.

Other operating revenues include miscellaneoussitghincome resulting from transactions with oth#iliates of the Company. These
transactions include the provision of local andwvwek access services, billing and collection sesjgental of facilities and equipment, and
sales and purchases of materials and suppliesCoh®any also earns fees from an affiliate for us#ges directory listings.

The affiliated receivables and payables associatgdthese transactions have been included in péueding.
8. Regulatory Matters

The Missouri Public Service Commission regulates@ompany's intrastate business. The Companydssalgect to regulation by the
Federal Communications Commission for its inteestatsiness operations.

The Company's Missouri statutory price cap plartestain February 1999. Under the plan, the Compamyrebalance rates in the first four
years of the plan by increasing local rates by @a&d reducing switched access by an equivalentatm®oll rates must be reduced by 1
in the first year. Nonbasic service rates may iasee8% annually. Earnings are not regulated.

9. Commitments and Contingenc



The Company has noncancelable operating leasesingwertain buildings, office space and equipm&he Company's rental expense was
$12,339,000 in 2001. Minimum rental commitmentsamttiese noncancelable leases are approximatef; @1, $364,000, $356,000,
$111,000 and $5,000 for the years 2002 through 2@3pectively, and $52,000 thereafter.

Various legal actions and regulatory proceedinggpanding to which the Company is a party and thezeclaims which, if asserted, may |
to other legal actions. Management does not expatthe ultimate resolution of pending regulatang legal matters in future periods will
have a material effect on the financial positioritef Company or the Exchanges, but could have ariabéffect on the results of operations.

10. Segment Reporting

The Exchanges do not have separate reportable segofaheir own. The Exchanges are part of the @y, which has one reportable
segment - the provision of domestic wireline teleomunications services. Specifically, the Compargvjates local telephone services
including voice and data transport, enhanced astboucalling features, network access, directosjstence and private lines. In addition,
Company provides customer premises equipmentldision, billing and collection, and pay telephoeevices.

11. Financial Instruments

Financial instruments that subject the Companytwentrations of credit risk consist primarily bbst-term investments and trade
receivables.

Concentrations of credit risk with respect to tragleeivables other than those from AT&T Corp. (ATRdrre limited due to the large number
of customers. The Company's revenues generatedseovices provided to AT&T (primarily network aceeand billing and collection) were
10.6% of total operating revenues for 2001.

While the Company may be exposed to credit lossega the nonperformance of its counterpartiesCitiapany considers this risk remote
and does not expect the settlement of these trtiosato have a material effect on its resultspérations or financial positio



CenturyTel, Inc. Unaudited Pro Forma Consolidatedd2nsed Financial Information Introduction
Background

On July 1, 2002, an affiliate of CenturyTel, Inthg "Company") acquired approximately 300,000 tetey® access lines and related property
and equipment comprising Verizon's local exchamgrations in 90 exchanges in predominantly ruraketa throughout Alabama for
approximately $1.020 billion cash. On August 31020an affiliate of the Company acquired approxeha854,000 telephone access lines
and related property and equipment comprising \def&zlocal exchange operations in 98 exchangerethominantly rural markets
throughout Missouri for approximately $1.177 billiocash. The acquired assets include Verizon'ssassetl to provide digital subscriber line
("DSL") and other high speed data services withapgurchased exchanges in both states and an agggpproximately 2,800 route miles
of fiber optic cable within the purchased excharigdmth states. In addition to the continued psmri of traditional local exchange teleph
services, the Company intends to provide long dégalnternet access (including DSL access separe) other communications services in
certain of the acquired service areas. For a dison®f the Company's financing of these acquisitjcee "- Pro Forma Information" below.

On August 1, 2002, the Company sold substantidlligfats wireless operations to an affiliate of ALEL Corporation ("Alltel") for
approximately $1.593 bhillion in cash. In connectwith this transaction, the Company divested ksnfierests in its majority-owned and
operated cellular systems, which at June 30, 26624d approximately 783,000 customers and had sateegpproximately 7.8 million pops
(as defined in the Company's most recent 10-K Re@y minority cellular equity interests repregmg approximately 1.8 million pops at
June 30, 2002, and (iii) licenses to provide pesboommunications services covering 1.3 million papWisconsin and lowa.

The results of operations of the properties acquivil be included in the Company's consolidatethficial statements from and after their
respective dates of acquisition. The results ofajmens of the properties sold will be includedhie Company's consolidated financial
statements as discontinued operations through Adgz902.

Pro Forma Information

The following unaudited pro forma consolidated cemskd balance sheet as of June 30, 2002 and thdit@ubpro forma consolidated
condensed statements of income for the year endedrBber 31, 2001 and the six months ended Jurk08@,are based on the historical
consolidated results of operations and financialdition of CenturyTel, Inc. and its subsidiariesdaeflect the Company's wireless operat
as discontinued operations. No interest expensell@sated to discontinued operations and corpareéehead costs previously absorbed by
the wireless operations are reflected as an expeitisie continuing operations.

In addition, the unaudited pro forma consolidatedd=nsed balance sheet as of June 30, 2002 andahdited pro forma consolidated
condensed statements of income for the year endedrdber 31, 2001 and six months ended June 30,8802eflect (i) the effects of
acquiring the Verizon properties for an aggreg&t®20197 billion cash, (ii) the effects of diveglithe Company's wireless operations for ¢
proceeds that approximated $1.593 billion pre-telxi¢h are anticipated to be approximately $1.26hi after-tax) and

(iii) steps the Company has taken through the dftieis Current Report on Form 8-K to finance therizon acquisitions, as described further
below.

The pro forma financial information reflects thiaétCompany financed the aggregate purchase prichefd/erizon assets of $2.197 billion
with (i) $1.268 billion of after-tax proceeds fratme August 1, 2002 sale of its wireless business(@n$929 million of net indebtedness
incurred, consisting of (a) all of the $494 milliohnet proceeds from the sale of senior notes2@d€ (which bear interest at 7.875%) in
August 2002, (b) all of the $161 million of net peeds from the third quarter 2002 sale of conversknior debentures due 2032 (which bear
interest at 4.75% and which may be converted ihéwes of CenturyTel common stock at a conversiare mf $40.455 per share), and (c)
$274 million of a total of $483.4 million of netgreeds from the sale of equity units (which wakeotéd entirely as long-term debt upon
issuance) in May 2002 (the remaining portion ofahkhivas utilized to repay outstanding indebtedné&sjause this $274 million of net
proceeds was held as cash as of June 30, 2002alierma adjustments to the June 30, 2002 balsineet described in note (C) below ref

a $274 million reduction in cash, as opposed tmarease in long-term debt.

In accordance with Statement of Financial Accountandards No. 142, "Accounting for Goodwill anih€ Intangible Assets", effective
January 1, 2002, goodwill is no longer subjectrtmgization; therefore, the accompanying 2001 pronf statement of income does not
reflect amortization of the estimated goodwill asated with the acquisition of the Verizon propesti

Pro forma adjustments, and the assumptions on whéeshare based, are described in the accompangigg to the unaudited pro forma
consolidated condensed financial information. Rappses of the pro forma information, adjustmeatebtimated transaction costs have
been excluded.

The pro forma financial information related to ¥erizon acquisitions has been prepared using thehpge method of accounting and is
based on the assumptions that the purchase dfthk &/erizon properties took place as of June2B02 for purposes of the pro forma bale
sheet and as of January 1, 2001 for purposes g@rthBorma statements of income. In accordance thighpurchase method of accounting, the
actual consolidated financial statements of the gamy will reflect the Verizon acquisitions only fincand after their respective dates of
acquisition. The Company has not finalized thecaltion of the purchase price related to the Veraoguisitions. See note (C) for additional
information.



The pro forma financial information related to gae of the wireless operations has been prepasedon the assumptions that the sale of
those operations took place as of June 30, 200@uiqroses of the pro forma balance sheet and dasnofary 1, 2001 for purposes of the pro
forma statements of income. The actual consolidétedicial statements of the Company will refldwt bperations of the wireless properties
(as discontinued operations) until August 1, 2002.

The unaudited pro forma consolidated condenseddinbdata included below does not give effectrtp potential revenue enhancements,
cost reductions, or other operating efficiencies ttould result from the Verizon acquisitions, urdihg, but not limited to (i) offering long
distance, Internet access and other communicasienvices to an increased number of customers iadfeired markets or (ii) cost savings
that may be associated with operating and admimst¢éhe acquired properties with the Company'stexg personnel and operating assets.

The pro forma information is presented for illuitra purposes only and is not necessarily indieatif/the operating results or financial
position that would have occurred if such transerstihad been consummated on the dates and in aocerdith the assumptions described
herein, nor is it necessarily indicative of fut@merating results or financial position. The higtakVerizon financial information reflects the
operating and management structure of Verizon saimat necessarily indicative of the results of afiens that may be obtained with respect
to the acquired properties under the Company'satipgrand management structure.

You are urged to read the financial informatiorolelalong with the Company's publicly availabletbigal consolidated financial stateme
and accompanying notes and the special purposeciaisstatements of the Verizon operations acquigekbaring elsewhere in this Current
Report on Form-K.



CENTURYTEL, INC.

Pro Forma Consolidated Condensed Statement of ledtear ended December 31, 2001

(Unaudited)
Pro forma Pro f orma
C enturyTel Verizon  adjustments consoli dated
(Dollars in thousands, except per share amounts)
OPERATING REVENUES
Telephone $ 1,505,733 552,127 - 2,057 ,860
Other 173,771 - - 173 771
Total operating revenues 1,679,504 552,127 - 2,231 ,631
OPERATING EXPENSES
Cost of sales and operating expenses
(exclusive of depreciation and amortization) 826,948 233,108 14,900 1,074 ,956
Corporate overhead costs allocable to
discontinued operations 20,213 - - 20 ,213
Depreciation and amortization 407,038 81,498 - 488 ,536
Total operating expenses 1,254,199 314,606 14,900 1,583 , 705
OPERATING INCOME 425,305 237,521 (14,900) 647 ,926
OTHER INCOME AND EXPENSE
Nonrecurring gains and losses, net 33,043 - - 33 ,043
Interest expense (225,523) (21,388) (43,642) (290 ,553)
Other income and expense 32 (2,482) - (2 ,450)
Total other income (expense) (192,448) (23,870) (43,642) (259 ,960)
Income from continuing operations
before income tax expense 232,857 213,651 (58,542) 387 ,966
Income tax expense 88,711 87,312 (23,417) 152 ,606
Income from continuing operations 144,146 126,339 (35,125) 235 ,360
Discontinued operations, net of tax 198,885 - (198,885) -
Net income $ 343,031 126,339 (234,010) 235 ,360
BASIC EARNINGS PER SHARE
From continuing operations $ 1.02 1.67
From continuing operations, as adjusted
for goodwill amortization $ 1.35 2.00
From discontinued operations $ 1.41 -
From discontinued operations, as adjusted
for goodwill amortization $ 1.48 -
Basic earnings per share $ 2.43 (1) 1.67
Basic earnings per share, as adjusted
for goodwill amortization $ 2.83 2.00
DILUTED EARNINGS PER SHARE
From continuing operations $ 1.01 1.64
From continuing operations, as adjusted
for goodwill amortization $ 1.34 1.96
From discontinued operations $ 1.40 -
From discontinued operations, as adjusted
for goodwill amortization $ 1.47 -
Diluted earnings per share $ 241 (1) 1.64
Diluted earnings per share, as adjusted
for goodwill amortization $ 2.81 1.96
AVERAGE BASIC SHARES
OUTSTANDING 140,743 140 743
AVERAGE DILUTED SHARES
OUTSTANDING 142,307 146 ,386




(1) CenturyTel's basic earnings per share andetilaarnings per share for the year ended Decerib@081 were $1.72 and $1.70, after
eliminating the effect of nonrecurring net gainsaasated with our wireless operations.

See accompanying notes to unaudited pro forma tidased condensed financial informatic



CENTURYTEL, INC.

Pro Forma Consolidated Condensed Statement of la@rmmonths ended June 30, 2002

(Unaudited)

Pro forma Pro f orma
C enturyTel Verizon adjustments  consoli dated

(Dollars in thousands, except per share amounts)
OPERATING REVENUES

Telephone $ 753,230 266,314 - 1,019 ,544
Other 108,390 - - 108 ,390
Total operating revenues 861,620 266,314 - 1,127 ,934

OPERATING EXPENSES
Cost of sales and operating expenses

(exclusive of depreciation and amortization) 436,877 106,791 6,756 550 424
Corporate overhead costs allocable to
discontinued operations 9,932 - - 9 ,932
Depreciation and amortization 186,231 42,259 - 228 ,490
Total operating expenses 633,040 149,050 6,756 788 ,846
OPERATING INCOME 228,580 117,264 (6,756) 339 ,088

OTHER INCOME AND EXPENSE

Interest expense (104,805) (8,400) (21,549) (134 ,754)

Nonrecurring gains and losses 3,709 - - 3 ,709

Other income and expense 217 37 - 254

Total other income (expense) (100,879) (8,363) (21,549) (130 ,791)

Income from continuing operations
before income tax expense 127,701 108,901 (28,305) 208 297
Income tax expense 44,636 42,320 (11,322) 75 ,634
Income from continuing operations 83,065 66,581 (16,983) 132 ,663
Discontinued operations, net of tax 66,465 - (66,465) -
Net income $ 149,530 66,581 (83,448) 132 ,663
BASIC EARNINGS PER SHARE

From continuing operations $ .59 .94

From discontinued operations $ A7 -

Basic earnings per share $ 1.06 .94
DILUTED EARNINGS PER SHARE

From continuing operations $ .58 .92

From discontinued operations $ A7 -

Diluted earnings per share $ 1.05 .92
AVERAGE BASIC SHARES

OUTSTANDING 141,136 141 ,136
AVERAGE DILUTED SHARES

OUTSTANDING 142,679 146 ,758

See accompanying notes to unaudited pro forma tidased condensed financial informatic



CENTURYTEL, INC.

Pro Forma Consolidated Condensed Balance SheeBM2602

(Unaudited)

Pro forma  Pro fo rma
C enturyTel Verizon  adjustments consoli dated

(Dollars in thousands)

ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 302,070 - (274,000) 28 ,070
Accounts receivable 174,837 78,879 - 253 , 716
Materials and supplies 9,848 1,607 - 11 ,455
Other 9,063 12,630 - 21 ,693
Total current assets 495,818 93,116 (274,000) 314 934

NET PROPERTY, PLANT
AND EQUIPMENT 2,725,096 639,686 - 3,364 ,782

INVESTMENTS AND OTHER ASSETS

Goodwill 2,115,313 - 1,533,673 3,648 ,986
Other 439,555 136,538 (120,821) 455 272
Total investments and other assets 2,554,868 136,538 1,412,852 4,104 ,258
ASSETS HELD FOR SALE 861,526 - (861,526) -
TOTAL ASSETS $ 6,637,308 869,340 277,326 7,783 974

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Short-term debt and current

maturities of long-term debt $ 432,397 - - 432 ,397
Accounts payable 81,087 4,380 (4,380) 81 ,087
Accrued expenses and other liabilities 152,876 49,521 (49,521) 152 ,876
Advance billing and customer deposits 30,194 12,412 - 42 ,606

Total current liabilities 696,554 66,313 (53,901) 708 ,966
LONG-TERM DEBT 2,750,188 - 655,000 3,405 ,188
DEFERRED CREDITS AND

OTHER LIABILITIES 560,797 72,780 - 633 577
LIABILITIES RELATED TO ASSETS

HELD FOR SALE 171,680 - (171,680) -
PARENT FUNDING - 730,247 (730,247) -
STOCKHOLDERS' EQUITY

Common stock 141,661 - - 141 ,661

Paid-in capital 509,939 - - 509 ,939

Retained earnings 1,800,514 - 578,154 2,378 ,668

Unearned ESOP shares (2,000) - - (2 ,000)

Preferred stock - non-redeemable 7,975 - - 7 ,975

Total stockholders' equity 2,458,089 - 578,154 3,036 ,243

TOTAL LIABILITIES AND EQUITY $ 6,637,308 869,340 277,326 7,783 974




See accompanying notes to unaudited pro forma tidaged condensed financial information.
Notes to Unaudited Pro Forma Consolidated Condensdeinancial Information

(A) Purchase of Verizon assets.

Costs of acquisition. The total cash purchase mridbe Verizon assets was $2.197 billion.

Operations. As explained further above, the pronfoadjustments do not consider the effect of ptessdgvenue enhancements, cost reduc
or other operating efficiencies that may occurdanrection with combining the operations of the aegliproperties with the Company's
operations.

(B) Sale of Wireless Operations.

Presentation of wireless operations. The wirelggsations have been reflected as discontinued tpesaon the Company's statements of
income and the assets and liabilities of the waelgperations have been reflected as held foosallee Company's balance sheet.

Proceeds from disposition. The after-tax proceents the sale of the wireless operations has besmasd to be $1.268 bhillion.
(C) June 30, 2002 Balance Sheet Pro Forma Adjusemen

The pro forma adjustments applicable to the actijoiisof the Verizon properties with respect to timaudited pro forma consolidated
condensed balance sheet as of June 30, 2002, fastdielow, reflect preliminary allocations oftlaggregate purchase price to the acquired
properties. Such preliminary allocations include séissumption that the fair value of property, panmt equipment will approximate the
carrying value on the date of acquisition. Theipriglary estimates of the fair value of the noncotr@ssets and liabilities are subject to
change upon completion of our valuation analysis.

The Company anticipates assigning a portion optirehase price to identifiable intangible assetsl(iding customer base) in accordance
with Statement of Financial Accounting Standards Nt and amortizing such asset over its usefel lfowever, the Company is still in the
relatively early stages of the valuation proce$sisl an estimate to allocate a portion of the pselprice to identifiable intangibles, the
amortization of which will reduce net income, has been included in the accompanying pro formarmfdion. The Company believes the
impact of the amortization of such identifiableaingible assets will not be material to its resofteperations.

To the extent that final allocations of the pur@psce cause our annual depreciation and amadizakpense to differ from that presente
the accompanying pro forma information, annual ie@per share will be effected by $.01 per shar@very $2.4 million difference in
annual depreciation and amortization expense. TThugxample, if the Company ultimately allocatesaaditional $95.7 million of the
aggregate purchase price to property, plant angberant (representing a 15% increase in the amdatwas preliminarily allocated to such
assets), the annual depreciation and amortizakparese would increase by approximately $9.6 mil{@ssuming a composite depreciation
rate of 10%) and the annual earnings per sharedndrdrease by approximately $.04 per share fromarigunts presented in the pro forma
information.

As explained further above under "Introduction e Forma Information,” the pro forma financial inficeition has been prepared (based on the
June 30, 2002 Consolidated Balance Sheet) assuhahthe aggregate purchase price of $2.197 billiaa financed on a long-term basis

with (i) $1.268 billion of after-tax proceeds fraime August 1, 2002 sale of the Company's wirelesiless and (ii) $929 million of net
indebtedness incurred, consisting of (a) all of$484 million of net proceeds from the sale of senptes in August 2002, (b) all of the $161
million of net proceeds from the sale of convedibénior debentures in third quarter 2002, an8Z@% million of a total of $483.4 million of
net proceeds from the sale of equity units in M@@2(the remaining portion of which was utilized¢pay outstanding indebtedness).
Because this $274 million of net proceeds was heldash as of June 30, 2002, the pro forma adjastrappearing in the table below reflect
a $274 million reduction in cash, as opposed tmarease in long-term debt. There is no adjustrteeréduce long-term debt as a result of the
discontinued operations because the Company haststanding indebtedness directly related to iteless operation:



June 30, 2002 Balance Sheet Pro Forma Adjustments

Cash Investments i
and cash and other
equivalents  Goodwill  assets f

(1) (a) $ 1,923,000
(b) (2,197,000) 2,197,000

@ (730,247)
@) 120,821  (120,821)
@) (53,901)
(5) (@) 1,593,000 (

(b) (325,000)
(c) (1,268,000)

$ (274,000) 1,533,673 (120,821) (

Assets) Accrued

abilities expenses  Long-
held  Accounts and other  term
orsale payable liabilities debt

(Dollars in thousands)

1,923,000

(4,380)  (49,521)

861,526)
171,680

(1,268,000)

689,846) (4,380) (49,521) 655,000 (

Parent  Retained
funding  earnings

730,247)

903,154

(325,000)

730,247) 578,154

(1) Reflects (a) $1.923 hillion of net proceedsedliin the third quarter of 2002 from the salesskeds and debt securities in the manner
discussed herein and (b) delivery of $2.197 billiopurchase the assets from Verizon.

(2) Reflects the elimination of Verizon's parenbidand equity funding.

(3) Reflects the elimination of Verizon's excessgien assets. Verizon will retain these assetgthag with all income generated by such
assets. Verizon's historical financial statemeefigct such assets and income.

(4) Reflects the elimination of Verizon's accoupayable and accrued expenses and other liabilitlesse liabilities will be retained by

Verizon.

(5) Reflects (a) gross proceeds received from ditee &f the Company's wireless operations of $1168i8n, elimination of assets and
liabilities held for sale and pre-tax gain from gade of wireless interests, (b) taxes paid relaidtie gain on sale of wireless operations of
$325 million and (c) a $1.268 billion reductiontire amount of debt that would otherwise be incuedesent the divestiture.

(D) December 31, 2001 Income Statement Pro Formjasfrdents.

Set forth below are the pro forma adjustments apple to the acquisition of the Verizon assetstarttle divestiture of the wireless

operations with respect to the unaudited pro focorssolidated condensed statement of income foygheended December 31, 2001. These
adjustments have been prepared assuming the wetigideage interest rate of the $929 million neebtddness incurred ($2.197 billion cash
purchase price of the Verizon assets less aftepitaceeds from the sale of the wireless operatiéi$4.268 billion) was 7.0%. This assumed

7.0% rate is based on the actual interest ratasiagoon the debt securities issued by the Comjiratiye second and third quarter of 2002,
adjusted for the rates on borrowings under revglaredit facilities utilized for interim financingf the Verizon acquisitions.

December 31, 2001 Income Statement Pro Forma Adgrds

Cost of Sales Discont inued
and Operating Interest Income ions,
Expenses expense tax expense net of tax
(Dollars in thousands)
Interest on net borrowings of $929 million at
an assumed rate of 7.0% (1) $ 65,030
Eliminate Verizon interest expense on parent
funding (2) (21,388)
Eliminate pension credit related to excess
pension assets which will remain with Verizon (3) 14,900
Tax benefit relating to pro forma adjustments
(assuming a 40% tax rate) (23,417)
Eliminate discontinued operations
of wireless business (198 ,885)




$ 14,900 43,642  (23,417) (198 ,885)

(1) See footnote (C). Use of an assumed rate .1#§ber or lower than 7.0% on net borrowings wowddchanged net income by
approximately $697,000.

(2) See footnote (C), adjustment number (2).

(3) See footnote (C), adjustment number



(E) June 30, 2002 Income Statement Pro Forma Audprsts.

Set forth below are the pro forma adjustments apple to the acquisition of the Verizon assetstarttie divestiture of the wireless
operations with respect to the unaudited pro focorgsolidated condensed statement of income fosithmonths ended June 30, 2002. These
adjustments have been prepared assuming the wetigideage interest rate of the $929 million neebtddness incurred ($2.197 billion cash
purchase price of the Verizon assets less aftepitaceeds from the sale of the wireless operatihi$4.268 billion) was 7.0%. For further
information on this assumed 7.0% rate, see footfidte

June 30, 2002 Income Statement Pro Forma Adjustnent

Cost of Sales Discont inued
and Operating Interest Income  operat ions,
Expenses expense tax expense neto f tax

(Dollars in thousands)

Interest on net borrowings of $912 million at
an assumed rate of 7.0% (1) $ 32,515

Interest expense incurred for the six months
ended June 30, 2002 related to May 2002 debt
issuance (2) (2,566)

Eliminate Verizon interest expense on parent
funding (3) (8,400)

Eliminate pension credit related to excess
pension assets which will remain with Verizon (4) 6,756

Tax benefit relating to pro forma adjustments

(assuming a 40% tax rate) (11,322)
Eliminate discontinued operations
of wireless business (66 ,465)
$ 6,756 21,549 (11,322) (66 ,465)

(1) See footnote (C). Use of an assumed rate .1#§ber or lower than 7.0% on net borrowings wowdgdichanged net income by
approximately $348,000.

(2) Because the $32.5 million interest expensesadfient in the chart above reflects interest inclioie the Company's debt securities issued
in May 2002, this entry is necessary to avoid detddunting the interest payable on such securifies.$2.6 million adjustment amount
represents the actual net interest expense incfordéke six months ended June 30, 2002 relatédetissuance of $500 million equity units
May 2002, net of a reduction in interest expensa @&sult of repaying part of the Company's revg\uiredit facility indebtedness using
proceeds from the equity unit issuance.

(3) See footnote (C), adjustment number (2).
(4) See footnote (C), adjustment number (3).
(F) Convertible Debentures

In connection with the long-term financing of therizon acquisitions, the Company issued $165 miltb4.75% convertible senior
debentures in the third quarter of 2002. The debrestare convertible into the Company's commorksaba conversion price of $40.455 per
share upon the occurrence of certain events. Tlealation of pro forma diluted earnings per shasumes the conversion of the convertible
debentures. Average diluted shares outstanding eee increased by 4.079 million shares on therapaaying pro forma statements of
income to reflect the assumed conversion of theulieires. Interest expense (net of tax) relatebdegaéebentures has been added back to net
income in the amounts of $4,703,000 and $2,351f@0the year ended December 31, 2001 and the sithme@nded June 30, 2002,
respectively, in calculating diluted earnings pears.

(G) Reclassifications.

Certain reclassifications have been made to therigal financial information to conform to the pantation of the condensed pro forma
information.

(H) Verizon Historical Results.

All amounts reflected above under the headingsi2det’ are based on special purpose financial staésrof the Verizon acquired operatis



appearing elsewhere in this report. In connectigh the preparation of these special purpose firzustatements, Verizon made numerous
assumptions and allocations where specific datanotavailable pertaining to the acquired assetsaBse of the significant amount of
allocations and estimates used to prepare thes@bparpose financial statements and because ¢thap@ny will operate these assets under a
different operating and management structure, thay not reflect the financial position and resoft®perations of the acquired properties
after such properties are acquired by the Company.

FORWARD-LOOKING STATEMENTS

In addition to historical information, this CurreReport on Form 8-K includes certain forward-loakstatements and estimates that are baset
on current expectations only, and are subjectrtoraber of risks, uncertainties and assumptionsyrmémwhich are beyond the control of the
Company. Actual events and results may differ nigtgrfrom those anticipated, estimated or projddfeone or more of these risks or
uncertainties materialize, or if underlying assuon prove incorrect. Factors that could affecualtesults include but are not limited to:
Company's ability to effectively integrate new mgsises into its operations; possible changes idetmand for, or pricing of, the Company's
products and services; the Company's ability tesssfully introduce new offerings on a timely andteeffective basis; and the effects of
more general factors such as changes in overaleghar economic conditions, in prevailing inteneges or in legislation, regulation or puk
policy. These and other uncertainties related edutiisiness are described in greater detail in téonthe Company's Annual Report on Form
10-K for the year ended December 31, 2001. Yowautioned not to place undue reliance on thesediaooking statements, which speak
only as of the date hereof. The Company underta@esbligation to update any of its forward-lookistgtements for any reason.

SIGNATURE

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

CenturyTel, Inc.

Dat ed: Cct ober 8, 2002 By: /s/ Neil A Sweasy

Neil A. Sweasy
Vi ce President and Controller



EXHIBIT 99.1

FOR IMMEDIATE RELEASE: FOR MORE INFORMATION CONTACT
September 3, 2002 Media: Annmarie Sartor 318.388.@nmarie.sartor@centurytel.com Investors: Toayi©318.388.9525
tony.davis@centurytel.com

CenturyTel Completes Purchase of Verizon's Missbocal Exchange Telephone Business

MONROE, La. . .. CenturyTel (NYSE symbol: CTL) cpleted the acquisition of approximately 354,00@p&lone access lines in Missouri
from Verizon Saturday, August 31.

CenturyTel agreed Oct. 22, 2001, to pay Verizorlgek®.16 billion in cash for its local telephonecass lines in Alabama and Missouri.
Together, these purchases comprise the largesiséemuin CenturyTel's history.

With the completion of this acquisition, CenturyBerves more than 485,000 telephone access lindsgouri. CenturyTel completed the
purchase of approximately 300,000 access linedabana from Verizon on July 1.

"The Alabama and Missouri transactions furtherdifyliCenturyTel's position as a leading pynay rural local exchange carrier,” said Gle
Post, Ill, chairman and CEO of CenturyTel. "Thesguasitions also advance CenturyTel's strategyuster our markets geographically to
achieve operational and network efficiencies."

CenturyTel, Inc. provides communications servieesuding local exchange, long distance, Interneeas and data services to more than
three million customers in 22 states. The comphegdquartered in Monroe, Louisiana, is publiclgégon the New York Stock Exchange
under the symbol CTL. CenturyTel is the 8th lardesal exchange telephone company, based on alicessin the United States. Visit
CenturyTel's corporate Web site at (ww.centurytehy
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