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PART |. FINANCIAL INFORMATION
Item 1. Financial Statements
CenturyTel, Inc.
CONSOLIDATED STATEMENTS OF INCOME

(UNAUDITED)
Three month: Nine months
ended September 3 ended September 3
2007 2006 2007 2006
(Dollars, except per share amout
and shares in thousanc
OPERATING REVENUES $ 708,83: 619,83 1,999,67 1,840,03!

OPERATING EXPENSE!
Cost of services and products (exclusive of deptigi and

amortization) 246,43( 226,53t 686,34¢ 665,28:
Selling, general and administrati 101,61: 94,21 290,52! 285,74t
Depreciation and amortization 136,60t 130,14 398,70: 397,14t
Total operating expenses 484,64¢ 450,89} 1,375,57! 1,348,17
OPERATING INCOME 224,18! 168,94. 624,10: 491,85!
OTHER INCOME (EXPENSE
Interest expens (55,17¢) (47,859 (159,809 (148,58)
Other income (expens 14,76 2,81¢ 28,13: 130,87
Total other income (expens (40,415 (45,039 (131,672) (17,709
INCOME BEFORE INCOME TAX EXPENSI 183,771 123,90: 492,43: 474,15:
Income tax expense 70,56¢ 47,57¢ 189,09 176,35
NET INCOME $ 113,20: 76,32« 303,33 297,79:
BASIC EARNINGS PER SHARI $ 1.04 .6€ 2.71 2,52
DILUTED EARNINGS PER SHARE $ 1.01 .64 2.6¢ 2.4¢
DIVIDENDS PER COMMON SHARE $ .06t .062¢ 198 .187¢
AVERAGE BASIC SHARES OUTSTANDINC 108,99t 115,22: 109,47t 117,68!
AVERAGE DILUTED SHARES OUTSTANDINC 112,22! 120,44t 114,08t 123,34t

See accompanying notes to consolidated finan@ssients.



CenturyTel, Inc.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(UNAUDITED)
Three month: Nine months
ended September 3 ended September 3
2007 2006 2007 2006
(Dollars in thousands
NET INCOME $ 113,20: 76,32¢ 303,33 297,79:
OTHER COMPREHENSIVE INCOME, NET OF TA
Minimum pension liability adjustment net of 3@nd $50 ta: - 121 - 8C
Unrealized gain (loss) on investments, net3#2 $33, $626 and ($6(
tax 51€ 52 1,00¢ (96)

Derivative instrument:
Net gain on derivatives hedging the variabitifycash flows, net of

$294 tax - - 471 -
Reclassification adjustment for net losses idetlin net income, net
$67, $59, $187 and $176 t 107 94 30¢ 282
Items related to employee benefit plar
Change in net actuarial loss, net of $967 an@i4btax 1,552 - 11,13¢ -
Amortization of net actuarial loss, net of $90id &2,722 ta: 1,45¢ - 4,361 -
Amortization of net prior service credit, net(6.78) and ($534) ta (28¢€) - (857) -
Amortization of unrecognized transition asset,afd$13) and ($41) te (23 - (67) -
Net change in other comprehensive income (losspfrtax 3,321 267 16,35: 26¢€
COMPREHENSIVE INCOME $ 116,52: 76,59 319,68¢ 298,06(

* Reflected in 2007 due to the December 31, 2@@fpton of SFAS 158.

See accompanying notes to consolidated financitdstents.



CenturyTel, Inc.
CONSOLIDATED BALANCE SHEETS

(UNAUDITED)
September 31  December 3
2007 2006
(Dollars in thousands
ASSETS
CURRENT ASSET¢
Cash and cash equivale $ 58,71« 25,66¢
Accounts receivable, less allowance of $19,107%#@J905 233,96( 227,34t
Materials and supplies, at average ¢ 7,68 6,62¢
Other 27,51¢ 30,47¢
Total current asse 327,88 290,11
NET PROPERTY, PLANT AND EQUIPMEN
Property, plant and equipme 8,598,77 7,893,76!
Accumulated depreciatic (5,453,95) (4,784,48)
Net property, plant and equipment 3,144,81! 3,109,27
GOODWILL AND OTHER ASSETS
Goodwill 3,997,02 3,431,13
Other 762,92 610,47
Total goodwill and other asst 4,759,95. 4,041,61.
TOTAL ASSETS $ 8,232,65 7,441,00
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Current maturities of lor-term debt $ 254,89! 155,01:
Shor-term deb! - 23,00(
Accounts payabl 97,91 129,35(
Accrued expenses and other liabilit
Salaries and benefi 55,78( 54,10(
Income taxe 40,28¢ 60,52:
Other taxe 67,16¢ 46,89(
Interes 76,78¢ 73,72¢
Other 29,52: 23,35:
Advance billings and customer deposits 57,56¢ 51,61«
Total current liabilitie! 679,91t 617,56!
LONG-TERM DEBT 2,747,57 2,412,85
DEFERRED CREDITS AND OTHER LIABILITIES 1,440,73 1,219,63!
STOCKHOLDERS' EQUITY
Common stock, $1.00 par value, authorized 350,@@0sbares, issued and outstanding 111,17¢
and 113,253,889 shar 111,17¢ 113,25:
Paic-in capital 196,99¢ 24,25¢
Accumulated other comprehensive loss, net o (88,590 (104,94)
Retained earning 3,137,48! 3,150,93.
Preferred stock - non-redeemable 7,35¢ 7,45(
Total stockholders’ equity 3,364,42. 3,190,95
TOTAL LIABILITIES AND EQUITY $ 8,232,65 7,441,00

See accompanying notes to consolidated finan@ssients.



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

OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cashkigeal by operating activitie:
Depreciation and amortizatit
Gain on asset dispositio
Deferred income taxe
Changes in current assets and current lialsili
Accounts receivab
Accounts payab
Accrued income and other ta
Other current assets and other currentlitiglsi net
Retirement benefit
Excess tax benefits from sh-based compensatic
Decrease in other noncurrent as!
Increase (decrease) in other noncurrent liabil
Other, net
Net cash provided by operating activit

INVESTING ACTIVITIES
Acquisitions, net of cash acquir
Payments for property, plant and equipmr
Proceeds from redemption of Rural Telephone Bamk:
Proceeds from sale of assets, net of cash
Investment in unconsolidated cellular en
Other, net

Net cash used in investing activit

FINANCING ACTIVITIES
Payments of det
Net proceeds from issuance of l-term debt
Net payments of she-term deb
Proceeds from issuance of common si
Repurchase of common sto
Cash dividend
Excess tax benefits from sh-based compensatic
Other, ne

Net cash used in financing activiti

Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period
Supplemental cash flow informatic
Income taxes pai

Interest paid (net of capitalized interest of $&n8l $1,506)

See accompanying notes to consolidated finan@ssients.

Nine months

ended September3

2007

2006

(Dollars in thousands

$ 303,33 297,79
398,70: 397, 14¢
(10,43¢) (118,649
43,11 33,41
4,987 20,14
(36,16%) 3,55¢
49,66 (30,852
10,03 (7,315)
21,39: 25,33:
(6,43¢) (7,860)
8,05: 4,42¢
(14,209) 557
17,40« 4,81¢
789,43 622,50
(306,76 -
(184,30) (213,03))

- 122,81¢
8,231 5,86¢

- (5,227)
402 (1,865)
(482,43 (91,43))
(686,34 (38,94¢)
741,84( -
(23,000) -
45,06 65,33¢
(338,509 (669,85
(21,847) (21,976)
6,43¢ 7,86(
2,40: 352
(273,95!) (657,22
33,04¢ (126,15
25,66¢ 158,84(

$ 58,71 32,69«

$ 115,23 181,44!

$ 157,96 162,63




CenturyTel, Inc.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(UNAUDITED)

COMMON STOCK

Balance at beginning of peri

Issuance of common stock through dividend reinvesty
incentive and benefit plans and ot

Repurchase of common sta

Conversion of debt into common stc

Conversion of preferred stock into common st

Balance at end of peric

PAID-IN CAPITAL

Balance at beginning of peri

Issuance of common stock through dividend reinvestirincentive and benefit pla
Repurchase of common st

Conversion of debt into common stc

Conversion of preferred stock into common st

Excess tax benefits from sh-based compensatic

Share-based compensation and other

Balance at end of peric

ACCUMULATED OTHER COMPREHENSIVE LOSS, NET OF TA

Balance at beginning of peri
Change in other comprehensive loss, net o

Balance at end of period

RETAINED EARNINGS

Balance at beginning of peri

Net income

Repurchase of common sta

Cumulative effect of adoption of FIN 48 (see No}¢

Cash dividends declar¢
Common stoc- $.195 and $.1875 per share, respecti
Preferred stock

Balance at end of peric

PREFERRED STOCH NON-REDEEMABLE

Balance at beginning of peri
Conversion of preferred stock into common st

Balance at end of period

TOTAL STOCKHOLDERS' EQUITY

See accompanying notes to consolidated finan@ssients.

Nine months

ended September 3

2007 2006
$ 113,25: 131,07-
1,61¢ 2,53¢
(7,399 (18,239
3,69¢ -
5 21
111,17¢ 115,40(
24,25¢ 129,80t
43,44¢ 62,80(
(35,689 (137,249
142,73. -
91 36¢
6,434 7,86(
15,72¢ 7,85¢
196,99t 71,43¢
(104,94) (9,619
16,35: 26€
(88,590 (9,359
3,150,93: 3,358,16:
303,33 297,79:
(295,42)) (514,37()
47¢ -
(21,5679 (21,689
(27¢) (287)
3,137,48 3,119,61i
7,45( 7,85(
(96) (389)
7,35¢ 7,461
$ 3,364,42 3,304,55




CenturyTel, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2007
(UNAUDITED)

Q Basis of Financial Reporting

Our consolidated financial statements include ttemants of CenturyTel, Inc. and its majoriayned subsidiaries. Certain informal
and footnote disclosures normally included in ficiahstatements prepared in accordance with gdpexretepted accounting principles have
been condensed or omitted pursuant to rules andatégns of the Securities and Exchange Commissiowever, in the opinion of
management, the disclosures made are adequatkethainformation presented not misleading. Thesotidated financial statements and
footnotes included in this Form 10-Q should be neacbnjunction with the consolidated financialtstaents and notes thereto included in our
annual report on Form 10-K for the year ended Déxeeri1, 2006.

The financial information for the three months aime months ended September 30, 2007 and 20060hésen audited by
independent certified public accountants; howeivethe opinion of management, all adjustments resrggo present fairly the results of
operations for the three-month and nmenth periods have been included therein. Thdteegfioperations for the first nine months of flear
are not necessarily indicative of the results @rations which might be expected for the entirayea

During the fourth quarter of 2006, in accordancth@taff Accounting Bulletin No. 108, “Consideritiye Effect of Prior Year
Misstatements when Quantifying Misstatements inr€ntrYear Financial Results” (“SAB 108”), we iddi@d two misstatements that
previously were deemed immaterial using the incetatement approach that were deemed material ygaitation of the balance sheet
approach. We recorded the cumulative effect ofi adjustments as an adjustment to retained ear(asgsf January 1, 2006). We have
adjusted our results of operations for the firseéhquarters of 2006 to reflect the ongoing appticeof the adjustments recorded pursuant to
SAB 108. Such adjustments were immaterial to epeirter. For additional information, see our ahmeort on Form 10k for the year ende
December 31, 2006.

2 Acquisition

On April 30, 2007, we acquired all of the outstangdstock of Madison River Communications Corp. (t®n River”)from Madisor
River Telephone Company, LLC for an initial aggregaurchase price of approximately $322 millionhcab connection with the acquisition,
we also paid all of Madison River’s existing indetimess (including accrued interest), which appraiét $522 million. At the time of this
acquisition, Madison River operated approximateyg,000 predominantly rural access lines in foutestavith more than 30% high-speed
Internet penetration and its network included astes 2,400 route mile fiber network.

We are accounting for the acquisition of MadisondRias a purchase under the guidance of Staterh&mancial Accounting
Standards No. 141, “Business Combinations” (“SFA$"Land Statement of Financial Accounting Standdid. 71, “Accounting for the
Effects of Certain Types of Regulation” (“SFAS 71'$FAS 141 requires us to record the assets axhaird liabilities assumed at their
respective fair values. In accordance with SFASNE recorded the fixed assets of Madison Riveggulated telephone operations at histo
book value since those values are used to devieéopates we charge to our customers (which areogpgrby regulatory authorities).

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

The total cost of the Madison River acquisitiorotigh September 30, 2007 is composed of the follpwamponents (amounts in
thousands):

Cash paid (1 $ 321,51t
Closing costs (2) 5,22¢
Total purchase pric $ 326,74

(1) Reflects the cash payment of $671 we receivediid tuarter 2007 in accordance with the purchaseergent upon finalization of the
working capital portion of the purchase pri
(2) Closing costs primarily consist of advisory anddlefges incurred in connection with the acquisit

The values assigned to the assets acquired arlititatassumed at acquisition are based on amirdiry purchase price
allocation. The final allocation of the purchase@will be based on values of the assets acqainediabilities assumed as determined by an
independent thirgharty valuation, which we expect will be completgdthe end of 2007. The actual valuation may difgnificantly from the
preliminary allocation. The purchase price hastsdbcated to the assets acquired and liabilaeEsimed on a preliminary basis as follows
(amounts in thousands):

Current assets (: $ 33,76
Net property, plant and equipme 241,15:
Identifiable intangible asse

Customer lis 134,80(

Franchist 19,40(



Goodwiill 565,89:

Other asset 10,95¢
Current liabilities (2 (21,49¢)
Long-term debt (2 (520,0010)
Deferred income taxe (111,939
Other liabilities (25,789
Total purchase pric $ 326,74«

(1) Includes approximately $20.0 million of acquiredit@nd cash equivalen
(2) We paid all the long-term debt and $2.2 milliorreiited accrued interest (included in “currentiliads” in the above table) immediately
after closing

(3) Goodwill and Other Intangible Assets

Goodwill and other intangible assets as of Septerdde2007 and December 31, 2006 were composdtedbtiowing:

Sept. 30, Dec. 31,
2007 2006
(Dollars in thousands

Goodwill $ 3,997,02i 3,431,13

Intangible assets subject to amortizal
Customer bas

Gross carrying amou $ 159,89: 25,09
Accumulated amortization (13,607 (7,027)
Net carrying amoul $ 146,28 18,07:
Contract right:
Gross carrying amou $ 4,18¢ 4,18¢
Accumulated amortizatic (4,186) (3,25¢€)
Net carrying amoul $ - 93C
Intangible assets not subject to amortization $ 56,09( 36,69(

Goodwill and intangible assets increased in 206¥tduhe Madison River acquisition. As of Septengie 2007, we completed the
annual impairment test of goodwill required und&xt&nent of Financial Accounting Standards No. 44@ determined that our goodwill is |
impaired.

Total amortization expense related to the intamgéssets subject to amortization for the first mmuths of 2007 was $7.5 million a
is expected to be $11.1 million in 2007 and $14ilion annually thereafter through 2011. Such atization expense is based on the above-
listed amount of intangible assets subject to amadibn and is subject to change upon finalizatbthe Madison River purchase price
allocation.

4 Postretirement Benefits

We sponsor health care plans that provide postraéint benefits to all qualified retired employees.

Net periodic postretirement benefit cost for theéhmonths and nine months ended September 30,a2@02Z006 included the
following components:

Three month: Nine months
ended September 3 ended September 3
2007 2006 2007 2006
(Dollars in thousands

Service cos $ 1,73¢ 1,74¢ 5,18¢ 5,237
Interest cos 5,05( 4,74~ 15,107 14,23t
Expected return on plan ass (620) (610) (1,867 (1,829
Amortization of unrecognized actuarial Ic 89¢ 93C 2,69¢ 2,79(
Amortization of unrecognized prior service cost (505) (217) (1,515 (650)

Net periodic postretirement benefit ¢ $ 6,562 6,59¢ 19,61¢ 19,78:




We contributed $9.6 million to our postretiremeanatih care plan in the first nine months of 200&@ expect to contribute
approximately $13 million for the full year.
(5) Defined Benefit Retirement Plans

We sponsor defined benefit pension plans for salistly all employees. We also sponsor a Suppldaidixecutive Retirement Plan
to provide certain officers with supplemental retirent, death and disability benefits.

Net periodic pension expense for the three mombséne months ended September 30, 2007 and 26Q&led the following
components:

Three month: Nine months
ended September 3 ended September 3
2007 2006 2007 2006
(Dollars in thousands

Service cos $ 4,03( 4,77¢ 13,25¢ 13,26
Interest cos 7,07¢ 7,07¢ 21,05¢ 19,45t
Expected return on plan ass (9,25¢6) (8,167) (27,47Y (24,530
Net amortization and deferr 1,612 3,42 5,42¢ 7,26¢
Net periodic pension expen $ 3,46¢ 7,11¢€ 12,26 15,45¢

The amount of the 2007 contribution to our pengitams will be determined based on a number of factocluding the results of the
2007 actuarial valuation. We have no requiredrdoution to our pension plans for 2007.

(6) Stock-based Compensation

Effective January 1, 2006, we adopted the provssmfrStatement of Financial Accounting Standards 128 (Revised 2004), “Share-
Based Payments” (“SFAS 123(R)”). SFAS 123(R) meguus to recognize as compensation expense stiotawarding employees with
equity instruments by allocating the fair valuetttd award on the grant date over the period dwinigh the employee is required to provide
service in exchange for the award.

We currently maintain programs which allow the Rbaf Directors, through its Compensation Committegyrant incentives to
certain employees and our outside directors inarg/or a combination of several forms, includinggintive and non-qualified stock options;
stock appreciation rights; restricted stock; andggemance shares. As of September 30, 2007, wedsstved approximately 6.2 million she
of common stock which may be issued in connectigh wutstanding incentive awards under our curiecgntive programs. We also offer an
Employee Stock Purchase Plan whereby employeepwahase our common stock at a 15% discount basétedower of the beginning or
ending stock price during recurring six-month pdsigtipulated in such program.

Stock option awards are generally granted withxamase price equal to the market price of CentetigTshares at the date of
grant. Our outstanding options generally haveregttyear vesting period and all of them expireytesrs after the date of grant. The fair value
of each stock option award is estimated as of #te df grant using a Blacgeholes option pricing model. During the firsteimonths of 200
963,620 options were granted with a weighted aweeagrcise price of $45.79 per share and a weighterhge grant date fair value of $14.63
per share.

As of September 30, 2007, outstanding and exefeisabck options were as follows:

Average
Average remaining Aggregate
Number exercise contractua intrinsic
term (in
of options price years) value
Outstanding 3,662,25. $ 36.7¢ 7.C $ 34,702,00
Exercisable 2,101,000 $ 32.9( 5 $ 27,995,00

Our outstanding restricted stock awards generaft wver a five-year period (for employees) anreg-year period (for outside
directors). As of September 30, 2007, there 8096 shares of nonvested restricted stock autistg at an average grant date fair value of
$36.93 per share.

The total compensation cost for all shaesed payment arrangements for the first nine nsasftR007 and 2006 was $15.7 million .

$8.9 million, respectively. As of September 30020there was $33.9 million of total unrecognizedhpensation cost related to the share-
based payment arrangements, which is expectedrecbgnized over a weighted-average period of 3syea

(7 Income Tax Uncertainties



In June 2006, the Financial Accounting Standardsr@dssued Interpretation No. 48, “Accounting fordgrtainty in Income
Taxes” (“FIN 48"), which clarifies the accountingrfuncertainty in income taxes recognized in finalhstatements. FIN 48 required us,
effective January 1, 2007, to recognize and medsamrbenefits taken or expected to be taken ix agiurn and disclose uncertainties in
income tax positions.

Upon the initial adoption of FIN 48, we recordedwmulative effect adjustment to retained earnirggsfalanuary 1, 2007 (which
increased retained earnings by approximately $407843 of such date) related to certain previowstpgnized liabilities that did not meet the
criteria for recognition upon the adoption of FIR.4

As of January 1, 2007, we had approximately $55/8om of unrecognized tax benefits reflected om balance sheet, substantially
of which is included as a component of “Deferreeldits and other liabilities”. Such amount waseetitd in “Accrued income taxes” as of
December 31, 2006. As of September 30, 2007 ,asleapproximately $58.8 million of unrecognized beexefits reflected on our balance
sheet, which includes approximately $8.0 millioloehted on a preliminary basis to unrecognized&nefits in connection with our Madison
River acquisition. If we were to prevail on allrenognized tax benefits recorded on our balancetsapproximately $49.9 million would
benefit the effective tax rate.

Our policy is to reflect accrued interest assodatéh unrecognized tax benefits as income tax. Hafk accrued interest (presented
before related tax benefits) of approximately $2@ilfion as of January 1, 2007 and $29.4 millioroéSeptember 30, 2007.

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

Jurisdiction Open tax year
Federal 199¢-current
State
Georgic 200z-current
Louisiane 1997-current
Minnesote 200%-current
Montane 200C-current
Oregor 200%-current
Wisconsir 2001-current
All other 2002-current
states

Additionally, it is possible that certain jurisdimts in which we do not believe we have an incoaxefiting responsibility, and
accordingly did not file a return, may attempt §s@ss a liability. Since the period for assesaiujtional liability typically begins upon the
filing of a return, it is possible that certainigdictions could assess tax for years prior toogpen tax years disclosed above.

Based on (i) the potential outcomes of these orggekaminations, (ii) the expiration of statuteiofitations for specific jurisdictions,
(i) the negotiated settlement of certain disputsties, or (iv) a jurisdiction’s administrativeaptices, it is reasonably possible that the related
unrecognized tax benefits for tax positions presipaaken may materially change within the neximiénths. However, based on the status of
such examinations and the protocol of finalizinditiby the relevant tax authorities (which couldlide formal legal proceedings), we do not
believe it is possible to reasonably estimate theunt or range of the impact of such changes,yif anthis time.

(8) Debt Transactions

On March 29, 2007, we publicly issued $500 millafr6.0% Senior Notes, Series N, due 2017 and $2B@mof 5.5% Senior Notes,
Series O, due 2013. Our $741.8 million of net peats from the sale of these Senior Notes weretogegly a substantial portion of the
approximately $844 million of cash that was neeideatrder to (i) pay the purchase price for the a@itjon of Madison River on April 30, 2007
($322 million) and (ii) pay off Madison River’s esting indebtedness (including accrued interest)aing ($522 million). We funded the
remainder of these cash outflows from borrowingdanrour commercial paper program and cash on h&ed.Note 2 for additional
information concerning the acquisition of MadisoneR.

In anticipation of the debt offerings mentionedaiove had previously entered into four cash flasdes that effectively locked in
the interest rate on an aggregate of $400 milliodedt. We locked in the interest rate on (i) $200ion of 10-year debt at 5.0675% and (ii)
$200 million of 10-year debt at 5.05%. In MarctDZPupon settlement of the hedges, we receivedgregate of $765,000 (reflected in
“Accumulated other comprehensive loss” on the ba@asheet), which is being amortized as a redudidnterest expense over the 10-year
term of the debt.

In July 2007, we called for redemption on August2@07 all of our $165 million aggregate principatount 4.75% convertible sen
debentures, Series K, due 2032 at a redemptioa pfi$1,023.80 per $1,000 principal amount of délres, plus accrued and unpaid interest
through August 13, 2007. In accordance with tlieeimure, holders could elect to convert their dalress into shares of CenturyTel common
stock at a conversion price of $40.455 per shaoz v August 10, 2007. In lieu of cash redemptioolders of approximately $149.6 million
aggregate principal amount of the debentures eldoteonvert their holdings into approximately #iflion shares of CenturyTel common
stock. The remaining $15.4 million of outstanddebentures were retired for cash (including preméunth accrued and unpaid interest). /



result, we no longer have any of the Series K deetves outstanding. We recognized a pre-tax chafrgpproximately $366,000 in
third quarter 2007 related to the cash redemptatign of these transactions.

9 Reduction in Workforce

In September 2007, we announced a reduction ofvotkforce to be completed by mid-2008 of approxiehaR00 jobs, primarily due
to the progress made on our Madison River integmgtian and the elimination of certain customeviserpersonnel due to reduced call
volumes. We incurred a one-time net pre-tax chafggproximately $2.2 million in the third quar@r2007 (consisting of a $2.7 million
charge to operating expenses, net of a $527,0@0dhle revenue impact related to such expensegrinection with the severance and related
costs. Of the $2.7 million charged to operatingemses, approximately $2.0 million is reflectedast of services and products and $774,000
is reflected in selling, general and administragxpenses. The following table reflects the afstiof the severance-related liability for the nine
months ended September 30, 2007 (in thousands):

Balance at December 31, 2C $ 457
Amount accrued to expen 2,741
Amount paid (457)
Balance at September 30, 2( $ 2,741

(10) Business Segments

We are an integrated communications company engag@arily in providing an array of communicatioservices to our customers,
including local exchange, long distance, Interroeeas and broadband services. We strive to maiataicustomer relationships by, among
other things, bundling our service offerings toypde our customers with a complete offering of greged communications services. Our
operating revenues for our products and servicgdade the following components:

Three month: Nine months
ended September 3 ended September 3
2007 2006 2007 2006
(Dollars in thousands

Voice $ 229,86. 218,66! 664,43! 657,55¢
Network acces 248,49( 219,89 726,09: 666,88
Data 134,63( 91,47: 338,70( 259,15t
Fiber transport and CLE 41,81 37,48: 120,85: 109,31¢
Other 54,04( 52,31¢ 149,60: 147,11
Total operating revenue $ 708,83! 619,83 1,999,67! 1,840,03!

We derive our voice revenues by providing localhemge telephone and retail long distance servizesit customers in our local
exchange service areas. Revenues from voice praikes previously reflected in “Other” revenuesdheen reclassified to “Voice” revenues
for all periods presented.

We derive our network access revenues primarilynfd providing services to various carriers andtomers in connection with the
use of our facilities to originate and terminateittinterstate and intrastate voice transmissios(#) receiving universal support funds which
allows us to recover a portion of our costs unddefal and state cost recovery mechanisms. leiM2006, we filed a complaint against a
carrier for recovery of unpaid and underpaid accessges for calls made using the carrier’s prepalling cards and calls that used Internet
Protocol for a portion of their transmission. Tdaerier filed a counterclaim against us, assettireg we improperly billed them terminating
intrastate access charges on certain wireless nggiraffic. In April 2007, we entered into a seftlent agreement with the carrier and received
approximately $49 million cash from them relatedhe issues described above. This amount iscteflan our second quarter 2007 results of
operations as a component of “Network access” neeen

In third quarter 2007, upon the lapse of the applie 2003/2004 monitoring period for certain of tariffed billings (discussed furth
in footnote 19 to our financial statements includedur annual report on Form 10-K for the yeareh®ecember 31, 2006), we recognized
approximately $42.2 million of revenues (of whighpeoximately $25.4 million is reflected in netwaakcess revenues and $16.8 million is
reflected in data revenues). Such amount repregduillings from tariffs prior to July 2004 in exsseof the authorized rate of return that we
initially recorded as a deferred credit pending ptation of such 2003/2004 monitoring period.

We derive our data revenues primarily by providiniggrnet access services (both high-speed (“DShd) dial-up services) and data
transmission services over special circuits andapeilines in our local exchange service areas.

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

We derive other revenues primarily by (i) leasisgj]ing, installing and maintaining customer presrtisliecommunications equipment
and wiring, (ii) providing billing and collectioresvices for third parties, (iii) participating ihe publication of local directories and (iv) offey
our video and wireless services, as well as other product offerings



(11 Gain on Asset Dispositions

In third quarter 2007, we sold our interest in @ \estate partnership (which owned one buildingpfaproximately $9.0 million cash
and recorded a pre-tax gain of approximately $atildon.

In April 2006, upon dissolution of the Rural Telgple Bank (“RTB”), we received $122.8 million in ba®r redemption of our
investment in stock of the RTB and recorded a pregiin of approximately $117.8 million in the sedauarter of 2006 related to this
transaction. We used the cash to reduce our iadabss.

In May 2006, we sold the assets of our local exghasperations in Arizona for approximately $5.9limil cash and recorded a ¢
gain of approximately $866,000 in the second quaft2006.

(12) Recent Accounting Pronouncement

In June 2006, the Financial Accounting Standardsr@dssued EITF 06-3, “How Taxes Collected Fromt@uers and Remitted to
Governmental Authorities Should be Presented irfrtbeme Statement” (“EITF 06-3"), which requiresabsure of the accounting policy for
any tax assessed by a governmental authority ghditectly imposed on a revenue-producing transactWe adopted the disclosure
requirements of EITF 06-3 effective January 1, 2007

We collect various taxes from our customers andagbently remit such funds to governmental autiesritSubstantially all of these
taxes are recorded through the balance sheet. r&\feguired to contribute to several universaliserfund programs and generally include a
surcharge amount on our customéifis which is designed to recover our contributtmsts. Such amounts are reflected on a gross inasur
statement of income (included in both operatingernexes and expenses) and aggregated approximateiyi$®n for the nine months ended
September 30, 2007 and $31 million for the nine theended September 30, 2006.

(13) Commitments and Contingencies

In Barbrasue Beattie and James Sovis, on beh#tieofiselves and all others similarly situated, vatGeyTel, Inc., filed on October
28, 2002, in the United States District Court fug Eastern District of Michigan (Case No. 02-102%7@ plaintiffs allege that we unjustly and
unreasonably billed customers for inside wire neiance services, and seek unspecified money daraadesjunctive relief under various
legal theories on behalf of a purported class @frdwo million customers in our telephone marke®n March 10, 2006, the Court certified a
class of plaintiffs and issued a ruling that thiérg descriptions we used for these services duan approximately 18-month period between
October 2000 and May 2002 were legally insufficiee have appealed this class certification degisind, although we cannot predict the
length of time before this appeal will be adjudézhtwe have held oral arguments and expect thatigidn may be received within the next
several months. Our preliminary analysis indic#tes we billed approximately $10 million for insidvire maintenance services under the
billing descriptions and time periods specifiedha District Court ruling described above. Shoatlder billing descriptions be determined tc
inadequate or if claims are allowed for additiotirmle periods, the amount of our potential exposandd increase significantly. The Court’s
order does not specify the award of damages, thygesof which remains subject to additional factifitg and resolution of what we believe are
valid defenses to plaintiff's claims. Accordinglye cannot reasonably estimate the amount or rahgessible loss at this time. However,
considering the one-time nature of any adversenclaie do not believe that the ultimate outcomenhd litigation will have a material adverse
effect on our financial position or on-going reswf operations.

During 2006, we received approximately $122.8 willin cash from the dissolution of the RTB. Sorodipn of the gain recognized
in connection with the receipt of these proceedsleanot estimable at this time, may be subjecttoew by regulatory authorities which may
result in us recording a regulatory liability.

From time to time, we are involved in other prodegd incidental to our business, including admmaigte hearings of state public
utility commissions relating primarily to rate magj, actions relating to employee claims, occasigriavance hearings before labor regulatory
agencies and miscellaneous third party tort actiombBe outcome of these other proceedings is reatigtable. However, we do not believe
the ultimate resolution of these other proceediaésy considering available insurance coveragkhaie a material adverse effect on our
financial position, results of operations or cdshvg.



Item 2.
CenturyTdl, Inc.
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Overview

Management's Discussion and Analysis of Financtaddtion and Results of Operations ("MD&A") inclutlberein should be read in
conjunction with MD&A and the other information inded in our annual report on Form 10-K for theryeraded December 31, 2006. The
results of operations for the three months and minaths ended September 30, 2007 are not necgdsdidative of the results of operations
which might be expected for the entire year.

We are an integrated communications company engag@arily in providing an array of communicatioservices, including local
and long distance voice, Internet access and bevatibervices, to customers in 25 states. We diyr@erive our revenues from providing (i)
local exchange and long distance voice servic@g)gtwork access services, (iii) data servicesciwincludes both high-speed (“DSL”) and
dial-up Internet services, as well as special acaes private line services, (iv) fiber transpoampetitive local exchange and security
monitoring services and (v) other related servic€ar additional information on our revenue sosraee Note 10 to our financial statements
included in Item 1 of Part | of this quarterly repo

On April 30, 2007, we acquired all of the outstangdstock of Madison River Communications Corp. (thé®n River”). See Note 2
for additional information. We have reflected tlesults of operations of the Madison River progsrth our consolidated results of operations
beginning May 1, 2007.

As discussed in Note 10, we recognized approxim&é9.0 million of “network access” revenues ie gecond quarter of 2007 in
connection with a settlement and approximately $42illion of revenues in the third quarter of 208%tonnection with the lapse of a
regulatory monitoring period. Neither of thesediable revenue items in 2007 are expected to redccbe future.

Effective January 1, 2007, we changed our relakignwith our provider of satellite television sesgifrom a revenue sharing
arrangement to an agency relationship and, in agioretherewith, we received in the second quant&007 a non-recurring reimbursement of
$5.9 million, of which $4.1 million was reflected a reduction of cost of services and the remaindesrreflected as revenues. This change
also resulted in us recognizing lower recurringerayes and lower recurring operating costs comparedr prior method of accounting for this
arrangement.

In the third quarter of 2007, we recorded a onestpre-tax gain of approximately $10.4 million rel&to the sale of our interest in a
real estate partnership. In the second quart20@86, we (i) recorded a one-time pre-tax gain @ragpimately $117.8 million upon redemption
of our investment in the stock of the Rural Telepdh®ank (“RTB”) and (i) sold our local exchangeeogtions in Arizona.

In addition to historical information, this managent’s discussion and analysis includes certain fooMooking statements that are
based on current expectations only, and are sultjeatnumber of risks, uncertainties and assumptiomany of which are beyond our
control. Actual events and results may differ matly from those anticipated, estimated or progttf one or more of these risks or
uncertainties materialize, or if underlying assuips$ prove incorrect. Factors that could affectust results include but are not limited
to: the timing, success and overall effects ofetition from a wide variety of competitive proviiethe risks inherent in rapid technological
change; the effects of ongoing changes in the egigul of the communications industry; our abilityeffectively manage our expansion
opportunities, including successfully integratingaly-acquired businesses into our operations and retejrand hiring key personnel; possil
changes in the demand for, or pricing of, our praand services; our ability to successfully iditoe new product or service offerings on a
timely and cost-effective basis; our continued asde credit markets on favorable terms; our apila collect our receivables from financially
troubled communications companies; our ability tecessfully negotiate collective bargaining agresta®n reasonable terms without work
stoppages; the effects of adverse weather; otls&snieferenced from time to time in this reporbtirer of our filings with the Securities and
Exchange Commission; and the effects of more gefemtars such as changes in interest rates, inréd®s, in accounting policies or practic
in operating, medical or administrative costs, engral market, labor or economic conditions, otegislation, regulation or public policy.
These and other uncertainties related to the bssirzee described in greater detail in Item 1A to Barm 10-K for the year ended December
31, 2006. You should be aware that new factors enagrge from time to time and it is not possibteufoto identify all such factors nor can
predict the impact of each such factor on the bessror the extent to which any one or more facttag cause actual results to differ frc
those reflected in any forward-looking statementsu are further cautioned not to place undue redmon these forward-looking statements,
which speak only as of the date of this report. WMgertake no obligation to update any of our fordvbboking statements for any reason.

RESULTS OF OPERATIONS

Three Months Ended September 30, 2007 Compared
to Three Months Ended September 30, 2006

Net income was $113.2 million and $76.3 million foe third quarter of 2007 and 2006, respectiv@jluted earnings per share for
the third quarter of 2007 and 2006 was $1.01 an@4$@espectively. We recorded $42.2 million oh#recurring operating revenues in third
guarter 2007 upon expiration of a regulatory mamitp period (see Note 10). The decline in the nendf average diluted shares outstanding
is attributable to share repurchases that haver@ztafter September 30, 20(



Three month:
ended September 3
2007 2006
(Dollars, except per share
amounts
and shares in thousanc

Operating incomt $ 224,18t 168,94.
Interest expens (55,17¢) (47,859
Other income (expens 14,76 2,81¢
Income tax expens (70,569 (47,579
Net income $ 113,20:. 76,32¢
Basic earnings per she $ 1.04 0.6€
Diluted earnings per share $ 1.01 0.6
Average basic shares outstand 108,99¢ 115,22;
Average diluted shares outstanding 112,22¢ 120,44¢

Operating income increased $55.2 million (32.7%&@$89.0 million (14.4%) increase in operatingeraves was partially offset by a
$33.8 million (7.5%) increase in operating expenses

Operating Revenues

Three month:
ended September 3
2007 2006
(Dollars in thousands

Voice $ 229,86. 218,66!
Network acces 248,49( 219,89°
Data 134,63( 91,47:
Fiber transport and CLE 41,81 37,48
Other 54,04( 52,31!

$ 708,83: 619,83

Of the $11.2 million (5.1%) increase in voice reves, approximately $16.4 million was attributaldeéhte Madison River properties
acquired April 30, 2007. The remaining $5.2 millidecrease was primarily due to a $5.1 million dase due to a 5.4% decline in the average
number of access lines (normalized for acquisitidigpositions and previously-disclosed adjustmerdade during 2006).

Normalized for the adjustments mentioned abovegsgtines declined 32,400 (1.6%) during the thudrter of 2007 compared to a
decline of 29,300 (1.4%) during the third quarteR006. We believe the decline in the number @kas lines during 2007 and 2006 is
primarily due to the displacement of traditionateline telephone services by other competitiveisesy Based on current conditions and
anticipated competition, we expect access lineetdine between 5.0% and 6.0% for 2007.

Network access revenues increased $28.6 milliord%Bin the third quarter of 2007 primarily duethe $25.4 million of one-time
revenue recorded in third quarter 2007 upon expinaif the above-mentioned regulatory monitoringgeeand $13.0 million of revenues
contributed by Madison River. Such increases eréally offset by (i) a $5.8 million decreaseimtrastate revenues due to a reduction in
intrastate minutes (partially due to the displaceinoé minutes by wireless, electronic mail and othgtional calling services) and (ii) a $4.6
million reduction in the partial recovery of loweperating costs through revenue sharing arrangenaek return on rate base. We believe that
intrastate minutes will continue to decline in 2p8though we cannot estimate the magnitude of dechease.

Data revenues increased $43.2 million (47.2%) sutistly due to (i) $16.8 million of one-time rewenrecorded in third quarter 2007
upon expiration of the above-mentioned regulatoonitoring period, (ii) a $15.5 million increaseMEL-related revenues due primarily to
growth in the number of DSL customers and (iii) &1&illion of revenues contributed by Madison Riv&uch increases were partially offset
by a $2.1 million decrease in special access reeeand a $1.3 million decrease in dial-up Interee¢nues due to a decline in the number of
dial-up customers.

Fiber transport and CLEC revenues increased $4l®m{11.5%), of which $1.8 million was contributdry Madison River and $1.7
million was due to growth in our incumbent fibearisport business.

Other revenues increased $1.7 million%g.primarily due to $5.1 million of revenues cohtried by Madison River. Such
increase was partially offset by a $2.1 million @e&se in revenues from the ab-described change in the arrangement with our peswof



satellite television service.
Operating Expenses

Three month:
ended September 3
2007 2006
(Dollars in thousands

Cost of services and products (exclusive of deptiExi and amortizatior $ 246,43( 226,53t
Selling, general and administrati 101,61: 94,21
Depreciation and amortizatic 136,60¢ 130,14

$ 484,64 450,89!

Cost of services and products increased $19.9omi(8.8%) primarily due to (i) $20.2 million of dsdncurred by the Madison River
properties and (ii) a $4.9 million increase in D&lated expenses primarily due to growth in the beinof DSL customers. Such increases
were partially offset by (i) a $4.1 million decreas expenses associated with our satellite tetaviservice offering due to a change in our
arrangement as mentioned above and (ii) a $4.4omiflecrease in salaries and benefits (due to fewwembent employees resulting from our
2006 workforce reduction which was partially offegtcosts incurred in third quarter 2007 associatitld our 2007 workforce reduction).

Selling, general and administrative expenses ise@&7.4 million (7.9%) primarily due to $5.4 nuli of costs incurred by Madison
River and a $3.2 million increase in salaries amldfits.

Depreciation and amortization increased $6.5 mml({®.0%) due to $12.4 million of depreciation amaoeatization incurred by Madist
River and a $3.7 million increase due to higheelswf plant in service. Such increases were aunliatly offset by a $8.7 million reduction in
depreciation expense due to certain assets becduoiinglepreciated.

Interest Expense

Interest expense increased $7.3 million (15.3%Mhénthird quarter of 2007 compared to the thirdrtgraof 2006 primarily due to an
increase in average debt outstanding caused byidineh 2007 issuance of $750 million of senior natesd to fund the Madison River
acquisition (see Note 8).

Other Income (Expense)

Other income (expense) includes the effects ohgeitems not directly related to our core operaidncluding gains/losses from
nonoperating asset dispositions and impairmentssloare of the income from our 49% interest inlaulze partnership, interest income and
allowance for funds used during construction. ©theome (expense) was $14.8 million for the thjtdhrter of 2007 compared to $2.8 million
for the third quarter of 2006. The third quarté607 included a pre-tax gain of approximately @1fillion related to the sale of our interest
in a real estate partnership.

Income Tax Expense

The effective income tax rate was 38.4% for bothttiree months ended September 30, 2007 and #ertionths ended September
30, 2006.



Nine Months Ended September 30, 2007 Compar ed
to Nine Months Ended September 30, 2006

Net income was $303.3 million and $297.8 million flee first nine months of 2007 and 2006, respettiv Diluted earnings per share
for the first nine months of 2007 and 2006 was $26d $2.44, respectively. We recorded an aggearfé891.2 million of one-time operating
revenues in 2007 (of which $49.0 million relatedhe settlement of a dispute with a carrier and 24dillion related to the expiration of the
above-described regulatory monitoring period) (§ete 10). Included in net income (and diluted @ags per share) for the first nine months
of 2006 was approximately $72.4 million ($.58 plear®) related to nonrecurring gains, substantéllgf which related to the redemption of
our RTB stock. The decline in the number of averdifuted shares outstanding is attributable toeshepurchases that have occurred since the
beginning of 2006.

Nine months
ended September 3
2007 2006
(Dollars, except per share
amounts
and shares in thousanc

Operating incom: $ 624,10: 491,85¢
Interest expens (159,809 (148,58)
Other income (expens 28,13: 130,87
Income tax expens (189,09 (176,35)
Net income $ 303,33 297,79:
Basic earnings per she $ 2.71 2.5¢8
Diluted earnings per share $ 2.6¢ 2.44
Average basic shares outstand 109,47¢ 117,68!
Average diluted shares outstanding 114,08t 123,34¢

Operating income increased $132.2 million (26.9%g tb a $159.6 million (8.7%) increase in operatienenues partially offset by a
$27.4 million (2.0%) increase in operating expenses

Operating Revenues

Nine months

ended September 3

2007 2006

(Dollars in thousands
Voice $ 664,43! 657,55¢
Network acces 726,09: 666,88
Data 338,70( 259,15¢
Fiber transport and CLE 120,85: 109,31t
Other 149,60: 147,11
$ 1,999,67 1,840,03!

The $6.9 million (1.0%) increase in voice revenisggrimarily due to $27.4 million of revenues ditriable to the Madison River
properties acquired April 30, 2007. Such incremae partially offset by (i) a $15.5 million decreatue to a 5.1% decline in the average
number of access lines (normalized for acquisitidipositions and previousbisclosed adjustments made during 2006) and $8.8 million
decline as a result of a decrease in revenuesiat=iavith extended area calling plans.

Normalized for the adjustments mentioned abovegsgtines declined 85,600 (4.1%) during the finsemonths of 2007 comparec
a decline of 77,200 (3.5%) during the first ninentis of 2006. We believe the decline in the nuntberccess lines during 2007 and 2006 is
primarily due to the displacement of traditionateline telephone services by other competitiveisesy Based on current conditions and
anticipated competition, we expect access lineetiine between 5.0% and 6.0% for 2007.

Network access revenues increased $59.2 millid@¥%§Bin the first nine months of 2007 primarily diog(i) the $49.0 million of one-
time revenue recorded in second quarter 2007 ugiterment of a dispute with a carrier; (ii) $25.4lion of one-time revenues recorded in
third quarter 2007 upon expiration of the aboveedbsd regulatory monitoring period and (iii) $2h®lion of revenues contributed by
Madison River. Such increases were partially offsea $36.5 million decrease in recurring netwackess revenues for our incumbent
telephone operations, principally due to (i) a $1%illion decrease in the partial recovery of loweerating costs through revenue sharing
arrangements and return on rate base and (ii) 2 $d#lion decrease in intrastate revenues duertmaction in intrastate minutes (partially «



to the displacement of minutes by wireless, eleitraail and other optional calling services). WBétieve that intrastate minutes will
continue to decline in 2007, although we cannadtrede the magnitude of such decrease.

Data revenues increased $79.5 million (30.7%) suitistly due to (i) a $51.5 million increase in D&lated revenues due primarily
to growth in the number of DSL customers; (ii) $2nillion of revenues contributed by Madison Rieed (iii) $16.8 million of one-time
revenues recorded in third quarter 2007 upon etipiraf the above-described regulatory monitoriegigd. Such increases were partially
offset by a $8.1 million decrease in special accegsnues primarily due to certain customers diseoting circuits and a $3.7 million decrease
in dial-up Internet revenues due to a decline exrtbmber of dial-up customers.

Fiber transport and CLEC revenues increased $1ili6m(10.5%), of which $10.1 million was due toogvth in our incumbent fiber
transport business and $3.0 million was contribie®adison River. Such increases were partidliyed by a $2.0 million decrease in CLEC
revenues primarily due to customer disconnects.

Other revenues increased $2.5 million (1.7%). Sncrease was primarily due to $8.1 million of reues contributed by Madison
River. In connection with receiving a one-timewbursement as a result of our above-describedgehemaccounting for our relationship with
our satellite television service provider, we refga a $1.9 million one-time increase to revenue®bi7. The impact of the change in the
arrangement resulted in a $5.6 million decreasedarring revenues for the nine months ended SégeteB80, 2007 compared to 2006. In
addition, our inside wire maintenance revenueseadsgad $2.1 million in 2007 compared to 2006.

Operating Expenses

Nine months

ended September 3

2007 2006

(Dollars in thousands
Cost of services and products (exclusive of deptiEei and amortizatior $ 686,34¢ 665,28
Selling, general and administrati 290,52! 285,74¢
Depreciation and amortizatic 398,70: 397,14t
$ 1,375,57 1,348,171

Cost of services and products increased $21.1ami(f8.2%) primarily due to (i) $32.3 million of dssncurred by our Madison River
properties; (ii) a $17.1 million increase in DSlated expenses due to growth in the number of D&tarners; (iii) a $6.4 million increase in
expenses associated with pole attachments prindugyto rate increases and (iv) a $4.4 millioneéase due to growth in our incumbent fiber
transport business. Such increases were subditanfiaet by (i) a $21.6 million decrease in s@&arand benefits due to fewer incumbent
employees resulting from our 2006 workforce reduwst{ii) a $14.4 million decrease in expenses daseat with our satellite television service
offering due to a change in our arrangement asiored above (such reduction includes a $4.1 miline-time reimbursement of costs
received from the service provider in the seconaligu of 2007 in connection with the change indlrangement) and (iii) a $3.9 million
decrease in access expense.

Selling, general and administrative expenses ise@&4.8 million (1.7%) primarily due to (i) $9.9llion of costs incurred by
Madison River and (ii) a $7.9 million increase alagies and benefits. Such increases were pgrtthet by (i) a $7.5 million reduction in bad
debt expense and (ii) a $4.6 million decreaseformation technology expenses.

Depreciation and amortization increased $1.6 mmil{i@.4%) primarily due to $19.6 million of depreidm and amortization incurred
by Madison River and an $11.2 million increase ttukigher levels of plant in service. Such incesawere substantially offset by a $23.3
million reduction in depreciation expense due tdaie assets becoming fully depreciated and a $@llibn reduction due to depreciation rate
reductions in certain jurisdictions.

Interest Expense

Interest expense increased $11.2 million (7.6%hénfirst nine months of 2007 compared to the firse months of 2006. A $15.4
million increase due to increased average debtamdig (primarily due to the $750 million of senimtes issued in March 2007 to fund the
Madison River acquisition) was partially offset &%3.9 million decrease due to lower average isteetes.

Other Income (Expense)

Other income (expense) includes the effects ohgeitems not directly related to our core operaidncluding gains/losses from
nonoperating asset dispositions and impairmentssloare of the income from our 49% interest inllulze partnership, interest income and
allowance for funds used during construction. ©theome (expense) was $28.1 million for the fivgte months of 2007 compared to $130.9
million for the first nine months of 2006. Thesfimine months of 2007 include a non-recurringtpregain of $10.4 million related to the sale
of our interest in a real estate partnership. fifsenine months of 2006 included nonrecurring-pax gains of $118.6 million, substantially all
of which relates to the redemption of our RTB stapkn dissolution of the RTB. Our share of incdneen our 49% interest in a cellular
partnership increased $2.9 million in the firstaamonths of 2007 compared to 2006 (primarily duerte-time favorable adjustments in 2007).

Income Tax Expense

The effective income tax rate was 38.4% and 37 .@%thie nine months ended September 30, 2007 argl 2&€pectively. Incom



tax expense was reduced by approximately $6.4anilh the first nine months of 2006 due to the ketsan of various income tax
audit issues.

LIQUIDITY AND CAPITAL RESOURCES

Excluding cash used for acquisitions, we rely oshgarovided by operations to fund our operating @apltal expenditures. Our
operations have historically provided a stable sewf cash flow which has helped us continue ong{trm program of capital improvements.

Net cash provided by operating activities was $Z88illion during the first nine months of 2007 coangd to $622.5 million during
the first nine months of 2006. Our accompanyingsotidated statements of cash flows identify mdjtferences between net income and net
cash provided by operating activities for eachhefse periods. As relief from the effects of Huwarie Katrina, certain of our affected
subsidiaries were granted a deferral from makiegr ttemaining 2005 estimated federal income andsexax payments until 2006. In the first
nine months of 2006, we made payments of approeimn&75 million to satisfy our remaining 2005 esdiied payments. For additional
information relating to our operations, see Resufit®perations.

Net cash used in investing activities was $482 Mianiand $91.4 million for the nine months endexp&mber 30, 2007 and 2006,
respectively. We used $306.8 million of cash @feipproximately $20.0 million of acquired cashptachase Madison River Communicati
Corp. (“Madison River”on April 30, 2007 (see below and Note 2 for addigildinformation). Payments for property, plant a&gglipment wer
$28.7 million less in the first nine months of 2aGan in the comparable period during 2006. Quaddgeted capital expenditures for 2007 total
approximately $325 million. We received approxieiat$128.7 million cash from asset disposition2096, of which approximately $122.8
million was from the redemption of our RTB stagbon dissolution of the RTB and $5.9 million wasnfrthe sale of our local exchange
operations in Arizona.

Net cash used in financing activities was $274 Mioniduring the first nine months of 2007 compate657.2 million during the
first nine months of 2006. In late March 2007, publicly issued an aggregate of $750 million of iBelNotes (see Note 8 for additional
information). The net proceeds from the issuaricioh Senior Notes aggregated approximately $74ili®n and were used (along with ci
on hand and approximately $50 million of borrowinggler our commercial paper program) to (i) finatieepurchase price for the April 30,
2007 acquisition of Madison River ($322 million)dafii) pay off Madison River’s existing indebtedsdicluding accrued interest) at closing
($522 million). We invested the cash proceeds fthendebt offering in short-term cash equivalemisrgo the acquisition of Madison River.

We repurchased 7.4 million shares (for $338.5 orilliand 18.2 million shares (for $669.9 million)te first nine months of 2007 a
2006, respectively. The 2006 repurchases incldd@slmillion shares repurchased (for a total pocapproximately $500 million) under
accelerated share repurchase agreements withimeesbanks. We initially funded the acceleratearstmepurchase agreements principally
through borrowings under our $750 million creditifidy and cash on hand and subsequently refinatieedredit facility borrowings through
the issuance of short-term commercial paper.

As described further in Note 8, we called for regéon on August 14, 2007, all of our $165 millioggaegate principal amount of
Series K convertible senior debentures, subjettteaight of holders to convert their debentureés Bhares of our common stock at a
conversion price of $40.455. In lieu of cash redéam, holders of approximately $149.6 million aggate principal amount of the debentures
elected to convert their holdings into approxima®&l7 million shares of CenturyTel common stockeTemaining $15.4 million of
outstanding debentures were retired for cash (getupremium and accrued and unpaid interest).

We have available a five-year, $750 million revolyicredit facility which expires in December 2011p to $150 million of the credit
facility can be used for letters of credit, whigduuces the amount available for other extensiomsaafit. Available borrowings under our crt
facility are also effectively reduced by any outstimg borrowings under our commercial paper progr&@ur commercial paper program
borrowings are effectively limited to the total anmb available under our credit facility. As of $&mpber 30, 2007, we had no amounts
outstanding under our credit facility or commergiaper program.

OTHER MATTERS
Accounting for the Effects of Regulation

We currently account for our regulated telephonerations (except for the properties acquired froenizabn in 2002) in accordance
with the provisions of Statement of Financial Acotng Standards No. 71, “Accounting for the EffeatCertain Types of
Regulation” (“SFAS 71"). While we continuously nitor the ongoing applicability of SFAS 71 to ougtgated telephone operations due to
the changing regulatory, competitive and legisitwmvironments, we believe that SFAS 71 still @spliHowever, it is possible that changes in
regulation or legislation or anticipated changesdmpetition or in the demand for regulated sewsvimeproducts could result in our telephone
operations not being subject to SFAS 71 in theréutdn that event, implementation of Statemerfiafincial Accounting Standards No. 101
("SFAS 101"), "Regulated Enterprises - Accoumfior the Discontinuance of Application of FASB ®taent No. 71," would require the
write-off of previously established regulatory dssand liabilities. SFAS 101 further provides ttie carrying amounts of property, plant and
equipment are to be adjusted only to the extenasisets are impaired and that impairment shallidged in the same manner as for
nonregulated enterprises.

If our regulated operations cease to qualify fer éipplication of SFAS 71, we do not expect to ré@r impairment charge related



the carrying value of the property, plant and emépt of our regulated telephone operations. Adidily, upon the discontinuance
SFAS 71, we would be required to revise the liviesur property, plant and equipment to reflectéisémated useful lives of the assets. We do
not expect such revisions in asset lives, or theieation of other regulatory assets and liabiifiso have a material unfavorable impact on our
results of operations. For regulatory purposesatttounting and reporting of our telephone suases would not be affected by the
discontinued application of SFAS 71.

Recent Competitive Developments

As of September 30, 2007, we believe that betw@eB736 of our access lines faced competition frobleaoice offerings, and we
expect that figure to increase to approximately 4&#hin the next 12 to 18 months. During OctoB807, we commenced offering switched
digital television service to a second market, aedntend to continue to monitor the results of imitral operations in both markets.

Other Anticipated Events

As previously mentioned above, we recorded an aggeeof $91.2 million of revenues in 2007 uponlsetent of a dispute with a
carrier and the lapse of a regulatory monitoringqek neither of which we expect to reoccur in thieire. Additionally, lower Universal
Service Fund receipts are expected to negativghaan2008 diluted earnings per share by $.08 10.$.1

The disclosures presented under this heading exthedpotential impact of any future acquisitiatisestitures, share repurchases
after October 31, 2007, or other unusual or ungrated events. Please see the factors listed aidhe beginning of MD&A that could cause
our actual results to differ materially from thafescribed above.

CenturyTdl, Inc.

QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

We are exposed to market risk from changes inesteates on our long-term debt obligations. Weetestimated our market risk
using sensitivity analysis. Market risk is defireegithe potential change in the fair value of adixate debt obligation due to a hypothetical
adverse change in interest rates. Fair value ogHierm debt obligations is determined based on adisted cash flow analysis, using the r:
and maturities of these obligations compared tm$egind rates currently available in the long-temarfcing markets. The results of the
sensitivity analysis used to estimate market rigkpgesented below, although the actual resultsdifer from these estimates.

At September 30, 2007, the faiueadbf our longierm debt was estimated to be $2.9 billion basetheroverall weighted average 1
of our debt of 6.7% and an overall weighted maguft8 years compared to terms and rates curravtiylable in long-term financing markets.
Market risk is estimated as the potential decréagir value of our long-term debt resulting franhypothetical increase of 67 basis points in
interest rates (ten percent of our overall weiglateelrage borrowing rate). Such an increase imdateates would result in approximately a
$116 million decrease in fair value of our longrtedlebt at September 30, 2007. As of Septembe2®IY,, after giving effect to interest rate
swaps currently in place, approximately 83% ofloag-term debt obligations were fixed rate.

We seek to maintain a favorable mix of fixed andalale rate debt in an effort to limit interest toand cash flow volatility resulting
from changes in rates. From time to time, we ws@vdtive instruments to (i) locks or swap our exposure to changing or variablerest rate
for fixed interest rates or (ii) to swap obligat®io pay fixed interest rates for variable interagés. We have established policies and
procedures for risk assessment and the approyalritnreg and monitoring of derivative instrumentiaities. We do not hold or issue derivati
financial instruments for trading or speculativegmses. Management periodically reviews our exmoguinterest rate fluctuations and
implements strategies to manage the exposure.

At September 30, 2007, we had outstanding founfaine interest rate hedges associated with th&50I0 million aggregate principal
amount of our Series L senior notes, due 2012 pghptnterest at a fixed rate of 7.875%. Theseghsdre “fixed to variable” interest rate
swaps that effectively convert our fixed rate ietrpayment obligations under these notes intgatitins to pay variable rates that range from
the six-month London InterBank Offered Rate (“LIBORIus 3.229% to the siraonth LIBOR plus 3.67%, with settlement and ratetealate:
occurring each six months through the expiratiothefhedges in August 2012. During the first nimenths of 2007, we realized an average
interest rate under these hedges of 8.9%. Interpsnse was increased by $3.7 million during ittsé iine months of 2007 as a result of these
hedges. The aggregate fair market value of thedgds was $12.4 million at September 30, 2007 sareflected both as a liability and as a
decrease in our underlying long-term debt on theteSeber 30, 2007 balance sheet. With respectdio efathese hedges, market risk is
estimated as the potential change in the fair vafube hedge resulting from a hypothetical 10%ease in the forward rates used to determine
the fair value. A hypothetical 10% increase infibvard rates would result in a $10.8 million d=ase in the fair value of these hedges at
September 30, 2007, and would also increase ceneistt expense.

In third quarter 2007, we entered into a hedgestation that effectively locked-in the intereserfdr the six-month period ended
February 2008 related to the $500 million of Setiemtes that previously were effectively convertedariable rate notes pursuant to the
“fixed to variable” interest rate swaps describbdwe. Such transaction does not qualify for heatgunting treatment and therefore will be
reflected at its fair value as an asset or ligh{litith a corresponding adjustment through the inestatement) at the end of each quarterly
reporting period through February 2008. The impédthis transaction to third quarter 2007 resaftsperations was not material. We do not
currently expect the income statement impact omréuteporting periods to be material, although amnot provide assurance to this effect.



In anticipation of the issuance of Senior Notesdnnection with the Madison River acquisition, weeszed into four cash flow hedges
that effectively locked in the interest rate onagigregate of $400 million of debt. The issuancthe$e Senior Notes was completed in late
March 2007 with the issuance of $500 million of%.&enior Notes, due 2017, and $250 million of 5%&fior Notes, due 2013. We lockec
the interest rate on (i) $200 million of 10-yeabtat 5.0675% and (ii) $200 million of 10-year dab6.05%. In March 2007, upon settlement
of the hedges, we received an aggregate of $768488 which is being amortized as a reductiomtefést expense over the 10-year term of
the debt.

Certain shortcomings are inherent in the methaghalysis presented in the computation of fair valu#nancial instruments. Actual
values may differ from those presented if marketditions vary from assumptions used in the faiueatalculations. The analysis above
incorporates only those risk exposures that exiateof September 30, 2007.

Item 4.
CenturyTel, Inc.
CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduregydesi to provide reasonable assurances that infammegquired to be disclosed by
us in the reports we file under the Securities Bxgle Act of 1934 is timely recorded, processed,msarized and reported as required. Our
Chief Executive Officer, Glen F. Post, lll, and &iief Financial Officer, R. Stewart Ewing, Jr.vhavaluated our disclosure controls and
procedures as of September 30, 2007. Based @vétheation, Messrs. Post and Ewing concluded thatisclosure controls and procedures
have been effective in providing reasonable assertimt they have been timely alerted of matenfalrimation required to be filed in this
quarterly report. Since the date of Messrs. PasttsEwing’s most recent evaluation, there have Ineesignificant changes in our internal
controls or in other factors that could signifidgraffect these controls. The design of any systéontrols is based in part upon certain
assumptions about the likelihood of future eventd eontingencies, and there can be no assurancampaesign will succeed in achieving its
stated goals. Because of inherent limitationsiy @ntrol system, misstatements due to erroraardrcould occur and not be detected.

PART Il. OTHER INFORMATION

CenturyTel, Inc.

Item 1. Legal Proceedings.

See Note 13 included in Part |, Item 1, of thisorep

ltem 2. Unregistered Sales of Eq@igcurities and Use of Proceeds

In August 2007, our board of directors authoriz&g780 million share repurchase program which espare September 30, 2009, unless
extended by the board. The following table refiabe repurchases of our common stock during tihe guarter of 2007 under our $750
million program announced in August 2007. All bése repurchases were effected in open-markeagtoss in accordance with our stock
repurchase program.

Total Approximate
Number of Dollar Value
Shares of Shares
Purchased & that
Part of Publicly May Yet Be
Total Numbel Announcec Purchasel
of Share: Average Price Plans ol Under the Plan
Period Purchasel Per Shar Programs or Program:
July 1-July 31, 2007 - $ - - $ -
August 1- August 31, 200° 104,00( $ 47.6: 104,00( $ 745,046,01
September — September 30, 20( 682,00( $ 46.11 682,00( $ 713,601,12
Total 786,00( $ 46.31 786,00(

* * x % % *x %k * *

In addition to the above repurchases, we also withh,315 shares of stock at an average price @784per share to pay taxes due
upon vesting of restricted stock for certain of eorployees in September 2007.

ltem 5. Other Informatior

During the preceding quarter, our Board, actingruasecommendation of its Nominating and Corpo@tgernance Committee,
increased the mandatory retirement age for ouctire from 72 to 75. For additional informatiorgsSection 1 of our Corporate Governance
Guidelines, an amended copy of which is filed héttewas Exhibit 3 heretc



Iltem 6. Exhibits and Reports on Formk3

B.

Exhibits
3 Corporate Governance Guidelines, as amended thraugbst 21, 2007.

11 Computations of Earnings Per She

31.1 Registrar's Chief Executive Officer certification pursuant3ection 302 of the Sarbar-Oxley Act of 2002
31.2 Registrar’'s Chief Financial Officer certification pursuantSection 302 of the Sarbar-Oxley Act of 2002

32 Registrar’s Chief Executive Officer and Chief Financial Officcertification pursuant to Section 906 of theb@ae-
Oxley Act of 2002

Reports on Form-K

The following items were reported in the Form 8#éd July 13, 2007:

ltems 8.01 and 9.01 - Other Events and Financak8ients and Exhibits. News release announciad) &c redemption of our
4.75% Convertible Senior Debentures, Series K,2082.

The following items were reported in the Form 8iléd August 2, 2007:

Items 2.02 and 9.01 — Results of Operations andrf€ial Condition and Financial Statements and BtchilPress release
announcing second quarter 2007 results of opemation

The following items were reported in the Form 8#iéd August 14, 2007:

Items 8.01 and 9.01 - Other Events and Financak8tents and Exhibits. News release announcingaimpletion of the
redemption of our 4.75% Convertible Senior DebesgpSeries K, due 2032.

The following items were reported in the Form 8iléd August 22, 2007:
Items 8.01 and 9.01 - Other Events and Financa&k8tents and Exhibits. News release announcingématuryTel’s Board of

Directors approved a $750 million stock repurchiasgram and a regular quarterly cash dividend @3 per share.

SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdéport to be signed on its behalf

by the undersigned thereunto duly authorized.

CenturyTel, Inc.

Date: November 7, 2007 /s/ Neil A. Sweas

Neil A. Sweasy
Vice President and Controll
(Principal Accounting Officer






Exhibit &
CenturyTd, Inc.
CORPORATE GOVERNANCE GUIDELINES

(as amended through August 21, 2007)

1. Director Qualifications

The Board will have a majority of independent dioes. The Nominating and Corporate Governance Cittieenis responsible for
reviewing with the Board, on an annual basis, #rpiisite skills and characteristics of new Boardniers as well as the composition of the
Board as a whole. This assessment will include beggl independence qualifications, as well as daration of diversity, age, character,
judgment, skills and experience in the contexhefrieeds of the Board. All directors must meetaduitional qualifications established un
the Company’s organizational documents. It isgleeral sense of the Board that no more than twagement directors should serve on the
Board.

Nominees for directorship will be selected in adeorce with the qualifications, criteria and proaedudescribed in these guidelines
and the Company’s bylaws, as well as the policies@inciples in the Committee’s charter and arlga®n guidelines or criteria adopted
thereunder. The invitation to join the Board shidog extended on behalf of the full Board by thai@han of the Nominating and Corporate
Governance Committee and the Chairman of the Board.

The Board expects directors who change the jobgpansibility they held when they were electecheoBoard to volunteer to resign
from the Board. Itis not the sense of the Boaad in every such instance the director should seardy leave the Board. There should,
however, be an opportunity for the Board, followageview by the Nominating and Corporate Goverada@ommittee, to determine the
continued appropriateness of Board membership uheéesircumstances.

No director may serve on more than two other uliatid public company boards, unless this prolahiis waived by the
Board. Directors should advise the Chairman ofBhard and the Chairman of the Nominating and CatigoGovernance Committee in
advance of accepting an invitation to serve ontargbublic company board. No director may be apedi or nominated to a new term if he or
she would be age 75 or older at the time of thetiele or appointment.

The Board does not believe it should establish femits. While term limits could help insure ththtre are fresh ideas and viewpo
available to the Board, they hold the disadvant#desing the contribution of directors who havesbable to develop, over a period of time,
increasing insight into the Company and its operatiand, therefore, provide an increasing coniobub the Board as a whole. As an
alternative to term limits, the Nominating and Gangte Governance Committee will review each dinéstoontinuation on the Board at least
once every three years. This will allow each divethe opportunity to conveniently confirm hisher desire to continue as a member of the
Board.

Directors will be deemed to be “independent” iftfie Board affirmatively confirms that neither tieector nor any organization with
which the director is affiliated receives any paytsefrom the Company other than Permissible Dimsc@ompensation (as defined below) and
(ii) none of the disqualifying events or conditissecified in Rule 303A(2)(b) of the NYSE Listedr@eany Manual apply to the director. For
purposes hereof, “Permissible Directors Compensatizeans (i) director and committee fees, (ii) reutrsement for an annual physical,
continuing education, travel and other out-of-paakeenses in accordance with the Company'’s agiéiqaolicies and (iii) a pension or other
form of deferred compensation for prior serviceaviled such compensation is not contingent in aay @n continued service. The Board r
make determinations or interpretations under thimgraph, provided that they are consistent wighfthegoing standards.

Once the Board has determined that a directodisgandent, the director may not engage in anydrios with the Company, either
directly or indirectly through an immediate famityember or related entity, without such transactieimg approved by the Board.

2. Director Responsibilities

The basic responsibility of the directors is toreige their business judgment to act in what tleagonably believe to be in the k
interests of the Company and its shareholderslisicharging that obligation, directors should bttkea to rely on the honesty and integrity of
the Company’s senior executives and its outsidésadvand auditors. The directors shall also litlesh to have the Company purchase
reasonable directors’ and officers’ liability inance on their behalf, to the benefits of indematiimn to the fullest extent permitted by law and
the Company’s articles of incorporation, by-lawsl @amy indemnification agreements, and to exculpadi® provided by state law and the
Company'’s articles of incorporation.

Directors are expected to (i) attend the annbateholders meeting, (ii) attend Board meetingsraadtings of committees on
which they serve, and (iii) spend the time needetiraeet as frequently as necessary to properlfyaige their responsibilities. Information
and data that are important to the Board’s undedsatg of the business to be conducted at a Boacdmmittee meeting should generally be
distributed in writing to the directors before theeting, and directors should review these masenishdvance of the meeting.



The Board has no policy with respect to the sefaralf the offices of Chairman and the Chie Exaei®fficer. The Board believes
that this issue is part of the succession planpimegess and that it is in the best interests ofCitvapany for the Board to make a determination
when it elects a new chief executive officer.

The Chairman will establish the agenda for eachr@ozeeting. Each Board member is free to suggesinciusion of items on the
agenda. Each Board member is free to raise aBaayd meeting subjects that are not on the agemdhdit meeting. The Board will review
the Company’s long-term strategic plans and thecjpal issues that the Company will face in theifetat least once a year, preferably in an
off-site planning session dedicated primarily totsissues.

The non-management directors will meet in execwta&sion at least quarterly. The director whoigessat each of these meetings
will be an independent director chosen annuallyhigynon-management directors, and will be disclaselde annual proxy statement.

The Board believes that management speaks fordhg@&ny. Individual Board members may, from timéirice, meet or otherwise
communicate with various constituencies that avelired with the Company. However, it is expecteat Board members would do this with
the knowledge of the management and, absent unciscamstances or as contemplated by the comnttiagers, only at the request of
management.

3. Board Committees

The Board will have at all times an Audit Commétt a Compensation Committee and a Nominating anplo€ate Governance
Committee. All of the members of these committegdisbe independent directors, as defined in Secfiabove.

Committee members will be appointed by the Bagrdn recommendation of the Nominating and Corpd@ateernance
Committee with consideration of the desires ofvidlial directors. It is the sense of the Board tteensideration should be given to rotating
committee members periodically, but the Board dagdelieve that rotation should be mandated adieyp Any appointments or removals of
committee members will be made by the Board in ataece with the Company’s bylaws.

Each key committee will have its own charter. Tharters will set forth the purposes, goals andawrsibilities of the committees as
well as qualifications for committee membershimgadures for committee member appointment and reamoemmittee structure and
operations and committee reporting to the Boarde dharters will also provide that each key comemitwill annually evaluate its performan

The Chair of each committee, in consultation with tommittee members, will determine the frequeaay length of the committee
meetings consistent with any requirements set farthe committee’s charter. The Chair of each mittee, in consultation with members of
the committee and others specified in the comnigtelearter, will develop the committee’s agenda.

The Board and each committee have the power tdridependent legal, financial or other advisorthay may deem necessary,
without consulting or obtaining the approval of afficer of the Company in advance.

Each committee may meet in executive session as aft it deems appropriate, and shall have the piovadtain and review any
information that the committee deems necessargtimpn the functions described in its charter.

The Board may, from time to time, establish or rte&imadditional committees as necessary or apatepri
4. Director Accessto Officersand Employees

Directors have full and free access to officerd employees of the Company. Any meetings or adsithat a director wishes to
initiate may be arranged through the CEO or theeSary or directly by the director. The directardl use their judgment to ensure that any
such contact is not disruptive to the businessaijmers of the Company and will, to the extent maipipropriate, copy the CEO on any written
communications between a director and an officamoployee of the Company.

The Board welcomes regular attendance at each Boeeting of the executive officers of the Compalfythe CEO wishes to have
additional Company personnel attendees on a repakis, this suggestion should be brought to therdBtor approval.

5. Director Compensation

The form and amount of director compensation wélidetermined by the Nominating and Corporate Garere Committee on the
terms and conditions (and subject to the exceptiseisforth in its charter, and such Committee velliew director compensation
annually. The Nominating and Corporate Governdmeamittee will consider whether directors’ independe may be jeopardized if director
compensation and perquisites exceed customarysleweif the Company makes substantial charitabigrdoutions to organizations with whi
a director (or one of the director’'s immediate fgnmembers) is affiliated.

6. Director Orientation and Continuing Education

The Nominating and Corporate Governance Commitia# maintain an Orientation Program for new dioest All new directors
must participate in the Company’s Orientation Pangrwhich should be conducted as soon as practiedtdr new directors are elected or
appointed. This orientation may include preseotatiby senior management to familiarize new dimscidth the Company strategic plans, i
significant financial, accounting and risk managetnigsues, its corporate compliance programs (winiclude its code of business conduct
ethics), its principal officers, and its internaldeindependent auditors. All other directors dse @vited to attend the Orientation Progr:



The Company will also maintain a Continuing EdumatProgram for directors, pursuant to which it witideavor to periodically
update directors on industry, technological andilegry developments, and to provide adequate ressuo support directors in understanc
the Company’s business and matters to be actedatgorard and committee meetings.

7. CEO Evaluation and Management Succession

The Nominating and Corporate Governance Commiti#e@anduct an annual review of the CEJerformance. The Nominating ¢
Corporate Governance Committee will provide a repbits findings to the Board of Directors (with@ropriate recusals of the CEO and other
management directors, as necessary) to enableotdrel Bo ensure that the CEO is providing the kesdérship for the Company in the long-
and short-term.

The Nominating and Corporate Governance Commstteelld report periodically to the Board on sucimesplanning. The entire
Board will consult periodically with the Nominatirggnd Corporate Governance Committee regarding pateuniccessors to the CEO. The
CEO should at all times make available his or Beommendations and evaluations of potential suocgsalong with a review of any
development plans recommended for such individuals.

8. Annual Evaluation

The Board of Directors will conduct an annual sai&luation to determine whether it and its comragtare functioning
effectively. The Nominating and Corporate Govegw@ommittee will receive comments from all direstand report annually to the Board
with an assessment of the Board’s performance,wlitt be discussed with the full Board. The assesnt will focus on the Board’s
contribution to the Company and specifically foomsareas in which the Board or management belighagghe Board could improve. The
Nominating and Corporate Governance Committeealslb, no less than annually, review these guidglarel recommend any propos
changes to the Board for approval.

9. Standar ds of Business Conduct and Ethics

All of the Company’s directors, officers and empdeg are required to abide by the Company’s lonudatg Corporate Compliance
Program, which includes standards of business airahd ethics. The Company’s program and relatedgalures cover all areas of
professional conduct, including employment polioynflicts of interests, protection of confidentialormation, as well as strict adherence tc
laws and regulations applicable to the conduchef@ompany’s business.

Any waiver of the Company’s policies, principlesguidelines relating to business conduct or etficexecutive officers or directors
may be made only by the Audit Committee, and wéllgsomptly disclosed as required by applicabledawtock exchange regulations.

* k k k k k k k k%

« Originally adopted by the Nominating and Corporé@mvernance Committee and the Board of Directorg-enruary 17, 2003 a
February 25, 2003, respective

« Sections 1, 3, 6 and 7 amended by the NominatidgGorporate Governance Committee and the Boardretf@rs on November 1
2003 and November 20, 2003, respectiv

« Sections 1, 3 and 9 amended by the Nominating asrgdCate Governance Committee and the Board ofcRire on February 1
2004 and February 25, 2004, respectiv

« Section 1 amended by the Nominating and Corporateef®ance Committee and the Board of Directors eloriary 18, 2005 ai
February 22, 2005, respective

« Sections 1, 2, 4, 5, 8 and 9 amended by the Nom@gand Corporate Governance Committee and thedBafaDirectors on Februa
16, 2006 and February 21, 2006, respecti\

« Section 1 (last sentence of the fourth paragrapt®naled by the Nominating and Corporate Governammeendittee and the Board
Directors on August 17, 2007 and August 21, 2083pectively



CenturyTel, Inc.
COMPUTATIONS OF EARNINGS PER SHARE
(UNAUDITED)

Income (Numerator,
Net income
Dividends applicable to preferred stock

Net income applicable to common stc
Interest on convertible debentures, net ot
Dividends applicable to preferred stc

Net income as adjusted for purposes of computihgetl earnings pe
share

Shares (Denominator

Weighted average number of shal
Outstanding during peric
Nonvested restricted stock

Number of shares for computing basic earnings pare

Incremental common shares attributable to dilusieeurities
Shares issuable under convertible secur
Shares issuable upon settlement of accelerated sfaurchas
agreement
Shares issuable under incentive compensation raptbgee benefit
plans

Number of shares as adjusted for purposes of congpdiluted earning
per share

Basic earnings per she

Diluted earnings per share

Three month:
ended September 3

Exhibit 11

Nine months
ended September 3

2007

2006

2007

2006

(Dollars, except per share amoutand shares in thousanc

113,20: 76,32 303,33 297,79
(93) (93) (279 (287)
113,10¢ 76,23 303,05 297,50
41€ 1,207 2,83: 3,621

93 93 27¢ 287
113,62 77,53 306,16 301,41
109,86 115,95: 110,29: 118,36¢
(86E) (731) (815) (681)
108,99 115,22; 109,47¢ 117,68
2,447 4,48¢ 3,80« 4,497

- - - 48€

79C 741 804 68C
112,22¢ 120,44 114,08 123,34
1,04 66 2.7 2.52
1.01 64 2.6¢ 2.4L




Exhibit 31.1

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

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

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nkadisg with respect to the period

covered by this repor

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

4. The registrar's other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as defin
in Exchange Act Rules 13a-15(e) and 15d-15 (e))iatednal control over financial reporting (as aefil in Exchange Act Rules 13a-15(f)

and 15+15(f)) for the registrant and hav

a) designed such disclosure controls and proceduresaased such disclosure controls and procedurdsetaesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to ut
others within those entities, particularly duritg fperiod in which this report is being prepal

b) designed such internal control over financial répgr or caused such internal control over finah@aorting to be designed under
supervision, to provide reasonable assurance riegatide reliability of financial reporting and thpeeparation of financial stateme
for external purposes in accordance with geneealbepted accounting principle

c) evaluated the effectiveness of the registsadisclosure controls and procedures and presémtiis report our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation;

d) disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the registrastinos
recent fiscal quarter that has materially affecteidjs reasonably likely to materially affect, thegistrants internal control ov

financial reporting; an

5. The registrar's other certifying officer and | have disclosedsdxon our most recent evaluation of internal @bmiver financial reporting
to the registrar' s auditors and the audit committee of the regit' s board of director:

a) all significant deficiencies and material weaknesisethe design or operation of internal controkofinancial reporting which a
reasonably likely to adversely affect the regid's ability to record, process, summarize and refgmahcial information; an
b) any fraud, whether or not material, that involvemnagement or other employees who have a significdatin the registrand’ interna

control over financial reporting

/s/ Glen F. Post, Il

Glen F. Post, Il

Chairman of the Board ar
Chief Executive Office

Date: November 7, 20(




Exhibit 31.2

CERTIFICATIONS
I, R. Stewart Ewing, Jr., Executive Vice Presidand Chief Financial Officer, certify that:

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

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nkadisg with respect to the period

covered by this repor

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

. The registrar's other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (as defin
in Exchange Act Rules 13a-15(e) and 15d-15 (e))iatednal control over financial reporting (as aefil in Exchange Act Rules 13a-15(f)

and 15+15(f)) for the registrant and hav

N

a) designed such disclosure controls and proceduresaased such disclosure controls and procedurdsetaesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to ut
others within those entities, particularly duritg fperiod in which this report is being prepal

b) designed such internal control over financial répgr or caused such internal control over finah@aorting to be designed under
supervision, to provide reasonable assurance riegatide reliability of financial reporting and thpeeparation of financial stateme
for external purposes in accordance with geneealbepted accounting principle

c) evaluated the effectiveness of the registsadisclosure controls and procedures and presémtiis report our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation;

d) disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the registrastinos
recent fiscal quarter that has materially affecteidjs reasonably likely to materially affect, thegistrants internal control ov

financial reporting; an

5. The registrar's other certifying officer and | have disclosedsdmhon our most recent evaluation of internal @miver financial reporting
to the registrar's auditors and the audit committee of the regit's board of director:

a) all significant deficiencies and material weaknesisethe design or operation of internal controkofinancial reporting which a
reasonably likely to adversely affect the regid's ability to record, process, summarize and refgmahcial information; an
b) any fraud, whether or not material, that involvemnagement or other employees who have a significdatin the registrand’ interna

control over financial reporting

/s/ R. Stewart Ewing, J

R. Stewart Ewing, Ji

Executive Vice President ai
Chief Financial Office

Date: November 7, 20(




Exhibit 32
CenturyTel, Inc.

November 7, 2007

Securities and Exchange Commission
450 Fifth Street, NW
Washington, D.C. 20549

Re: CenturyTel, Inc.

Certification of Contents of Form 10-Q for the qearnding September 30, 2007
pursuant to Section 906 of the Sarbanes-Oxley A2D62

Ladies and Gentlemen:

The undersigned, acting in their capacities a<Cthief Executive Officer and the Chief Financial i0éfr of CenturyTel, Inc. (the
“Company”), certify that the Form 10-Q for the giearended September 30, 2007 of the Company foliypties with the requirements of
Section 13(a) of the Securities Exchange Act of41@®d that the information contained in the Fofv(Qfairly presents, in all material
respects, the financial condition and results arapons of the Company as of the dates and fop¢hieds covered by such report.

A signed original of this written statement reqditey Section 906 has been provided to the Compadyndll be retained by the
Company and furnished to the Securities and Exah&ammission or its staff upon request.

Very truly yours,

s/ Glen F. Post, Il /s/ R. Stewart Ewing, J
Glen F. Post, Il R. Stewart Ewing, J
Chairman of the Board ar Executive Vice President ai

Chief Executive Office Chief Financial Office



