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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

CenturyTe, Inc.

CONSOLIDATED STATEMENTS OF INCOME

(UNAUDITED)

Three months

ended June 30,

Six months

ended June 30,

2006

2005

2006

2005

(Dollars, except per share amounts, and sharé®ursainds)

OPERATING REVENUES $ 609,13: 606,41: 1,220,78I 1,201,69!
OPERATING EXPENSES

Cost of services and products (exclusive of deptiei and

amortization) 216,46¢ 194,87: 439,41¢ 386,86t

Selling, general and administrative 95,59¢ 95,20¢ 191,53¢ 189,46(

Depreciation and amortization 131,82 130,45 266,38! 262,62

Total operating expenses 443,88. 420,53 897,33 838,95:

OPERATING INCOME 165,24¢ 185,88 323,44: 362,74.
OTHER INCOME (EXPENSE)

Interest expense (50,639 (49,647 (100,72Y (102,277

Income from unconsolidated cellular entity 2,07¢ 724 4,14¢ 2,037

Nonrecurring gains 118,64¢ - 118,64¢ -

Other income (expense) 2,73¢ 1,22( 5,25¢ 2,755

Total other income (expense) 72,82( (47,709 27,33: (97,480

INCOME BEFORE INCOME TAX EXPENSE 238,06 138,17¢ 350,77. 265,26:
Income tax expense 85,70: 53,06: 128,97¢ 100,52¢
NET INCOME $ 152,36¢ 85,11¢ 221,79: 164,73
BASIC EARNINGS PER SHARE $ 1.32 .65 1.8¢ 1.2¢
DILUTED EARNINGS PER SHARE $ 1.2¢€ .64 1.8C 1.2
DIVIDENDS PER COMMON SHARE $ .062¢ .0€ A2k A2
AVERAGE BASIC SHARES OUTSTANDING 115,44: 130,29¢ 118,91° 131,24:
AVERAGE DILUTED SHARES OUTSTANDING 121,63¢ 135,34! 124,79¢ 136,25

See accompanying notes to consolidated financsstents.



CenturyTe, Inc.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(UNAUDITED)

Three months Six months
ended June 30, ended June 30,
2006 2005 2006 2005

(Dollars in thousands)
NET INCOME $ 152,36¢ 85,11¢ 221,79: 164,73:

OTHER COMPREHENSIVE INCOME, NET OF TAX:
Minimum pension liability adjustment,

net of $799, $194, ($25) and ($76) tax 1,28z 31C (41) (122
Unrealized gain (loss) on investments, net of
($133), $198, ($92) and $122 tax (219 31¢€ (14¢) 19¢

Derivative instruments:
Net loss on derivatives hedging the
variability of cash flows, net of ($2,606) tax - - - (4,18)
Reclassification adjustment for losses
included in net income, net of $59, $66,
$117 and $85 tax 94 10€ 18¢ 137

COMPREHENSIVE INCOME $ 153,53: 85,85( 221,79: 160,76«

See accompanying notes to consolidated financ#tsients.



CenturyTé, Inc.
CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Accounts receivable, less allowance of $20,441%1d721
Materials and supplies, at average cost
Other

Total current assets

NET PROPERTY, PLANT AND EQUIPMEN
Property, plant and equipment
Accumulated depreciation

Net property, plant and equipment

GOODWILL AND OTHER ASSETS
Goodwill
Other

Total goodwill and other assets

TOTAL ASSETS

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Current maturities of long-term debt
Accounts payable
Accrued expenses and other liabilities
Salaries and benefits
Income taxes
Other taxes
Interest
Other
Advance billings and customer deposits

Total current liabilities

LONG-TERM DEBT

DEFERRED CREDITS AND OTHER LIABILITIES

STOCKHOLDERS' EQUITY
Common stock, $1.00 par value, authorized 350,@@0shares,
issued and outstanding 116,300,908 and 131,09438res
Paid-in capital
Accumulated other comprehensive loss, net of tax

June 30,
2006

December 31,
2005

(Dollars in thousands)

1,76¢ 158,84t
214,98 236,71
6,38¢ 6,99¢
17,10¢ 20,45¢
240,25 423,01¢
7,844,52! 7,801,37
(4,672,52) (4,496,89)
3,172,00 3,304,48
3,431,131 3,432,64
590,58¢ 602,55t
4,021,72! 4,035,20!
7,433,98. 7,762,70
381,45 276,73
101,89: 104,44
59,05° 60,52:
79,62¢ 110,52:
56,49¢ 58,66(
74,73¢ 71,58(
15,54" 14,85:
51,28 48,91’
820,09¢ 746,23
2,239,26: 2,376,07(
1,073,06! 1,023,13.
116,30: 131,07«
107,92° 129,80¢
(9,620 (9,619



Retained earnings
Preferred stock - non-redeemable

Total stockholders’ equity

TOTAL LIABILITIES AND EQUITY

See accompanying notes to consolidated financ#tsients.

3,079,29 3,358,16.

7,661 7,85(

3,301,56! 3,617,27.

$ 7,433,98 7,762,70




OPERATING ACTIVITIES
Net income

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

Adjustments to reconcile net income to net caskigea by operating activities:

Depreciation and amortization
Nonrecurring gains

Income from unconsolidated cellular entity

Deferred income taxes

Changes in current assets and current liabilities:

Accounts receivable
Accounts payable

Accrued income and other taxes
Other current assets and other current liabilites,

Retirement benefits

Excess tax benefits from share-based compensation
(Increase) decrease in other noncurrent assets
Increase (decrease) in other noncurrent liabilities

Other, net

Net cash provided by operating activities

INVESTING ACTIVITIES

Payments for property, plant and equipment
Proceeds from redemption of Rural Telephone Bamkst

Proceeds from sale of assets

Acquisitions, net of cash acquired

Distributions from unconsolidated cellular entity
Investment in unconsolidated cellular entity

Other, net

Net cash used in investing activities

FINANCING ACTIVITIES
Payments of debt

Net proceeds from issuance of long-term debt
Proceeds from issuance of common stock

Repurchase of common stock
Settlement of equity units
Cash dividends

Excess tax benefits from share-based compensation

Other, net

Net cash used in financing activities

Net decrease in cash and cash equiva

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Six months
ended June 30,

2006

2005

(Dollars in thousands)

$ 221,79 164,73
266,385 262,627
(118,649 s

(4,149 (2,037)
22,35 25,94’
21,64: 7,86(
(2,559 (236)
(28,119 12,18¢
8,71¢ (854)
14,92¢ 12,517
(4,947 -
96¢ (1,477
1,55( (584)
6,39¢ (1,769
406,31° 478,91
(130,45 (176,919
122,81¢ -
5,86¢ s

- (73,159

s 2,33¢

(5,227) -
(1,296 (2,959
(8,289 (250,68
(12,559 (511,62)
- 344,17

41,20¢ 20,45’
(573,88 (530,700
- 398,16¢
(14,667 (15,956
4,947 -
(150 503
(555,10%) (294,98.)
(157,07) (66,759
158,84¢ 167,21!
$ 1,76¢ 100,46




Supplemental cash flow information:
Income taxes paid $ 132,66t 87,01:

Interest paid (net of capitalized interest of $5,a0d $1,281) $ 96,56 96,34"

See accompanying notes to consolidated financ#tsients.



CenturyTd, Inc.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(UNAUDITED)

Six months
ended June 30,

2006 2005
(Dollars in thousands)

COMMON STOCK

Balance at beginning of period $ 131,07- 132,37
Issuance of common stock through dividend reinvestirincentive and benefit plans and ott 1,74C 1,061
Issuance of common stock upon settlement of equiitg - 12,88:
Repurchase of common stock (16,527 (16,409
Conversion of preferred stock into common stock 10 ;
Balance at end of period 116,30: 129,90

PAID-IN CAPITAL

Balance at beginning of period 129,80¢ 222,20"
Issuance of common stock through dividend

reinvestment, incentive and benefit plans 39,46¢ 19,39¢
Issuance of common stock upon settlement of equiitg - 385,28
Repurchase of common stock (71,367) (514,29)
Conversion of preferred stock into common stock 17¢ -
Excess tax benefits from share-based compensation 4,947 -
Amortization of unearned compensation and other 4,891 612
Balance at end of period 107,92 113,20t

ACCUMULATED OTHER COMPREHENSIVE LOSS, NET OF TAX

Balance at beginning of period (9,619 (8,339
Change in other comprehensive loss, net of tax €N (3,970
Balance at end of period (9,620 (12,309

RETAINED EARNINGS

Balance at beginning of period 3,358,16: 3,055,54!
Net income 221,79 164,73:
Repurchase of common stock (through 2006 accetbsitare repurchase program) (486,00 -
Cash dividends declared
Common stock - $.125 and $.12 per share, respéctive (14,467 (15,757
Preferred stock (1949 (199
Balance at end of period 3,079,29. 3,204,32;

PREFERRED STOCK - NON-REDEEMABLE

Balance at beginning of period 7,85( 7,97¢
Conversion of preferred stock into common stock (189) -
Balance at end of period 7,661 7,97¢
TOTAL STOCKHOLDERS' EQUITY $ 3,301,56! 3,443,10

See accompanying notes to consolidated financ#tsients.






CenturyTe, Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2006
(UNAUDITED)

(@b} Basis of Financial Reporting

Our consolidated financial statements include ttewants of CenturyTel, Inc. and its majority-owrsebsidiaries. Certain information
and footnote disclosures normally included in ficiahstatements prepared in accordance with gdperatepted accounting principles have
been condensed or omitted pursuant to rules andatians of the Securities and Exchange Commissiowever, in the opinion of
management, the disclosures made are adequatééoth@ainformation presented not misleading. Thesobdated financial statements and
footnotes included in this Form 10-Q should be ri@acbnjunction with the consolidated financialtstaents and notes thereto included in our
annual report on Form 10-K for the year ended Déxer1, 2005.

The financial information for the three months andmonths ended June 30, 2006 and 2005 has nothetited by independent
certified public accountants; however, in the opindf management, all adjustments necessary temrésrly the results of operations for
three-month and six-month periods have been inditiderein. The results of operations for the Bistmonths of the year are not necessarily
indicative of the results of operations which migbtexpected for the entire year.

2 Goodwill and Other Intangible Assets

Goodwill and other intangible assets as of Jun&B806 and December 31, 2005 were composed of Hosvfng:

June 30, Dec. 31,
2006 2005
(Dollars in thousands)

Goodwiill $ 3,431,131 3,432,64!

Intangible assets subject to amortization
Customer base

Gross carrying amount $ 25,09¢ 25,09¢
Accumulated amortization (6,186 (5,349
Net carrying amount $ 18,90¢ 19,74t

Contract rights

Gross carrying amount $ 4,18 4,187
Accumulated amortization (2,559 (1,867
Net carrying amount $ 1,62¢ 2,32¢
Intangible asset not subject to amortization $ 36,69( 36,69(

Goodwill decreased due to the sale of our Aréztelephone properties in May 2006 (see Note f@dditional information).

Total amortization expense related to the intamgétsisets subject to amortization for the firstisonths of 2006 was $1.5 million anc
expected to be $3.1 million annually in 2006, $2i6ion in 2007 and $1.7 million annually thereafterough 2010.



3 Postretirement Benefits
We sponsor health care plans that provide postre@nt benefits to all qualified retired employees.

Net periodic postretirement benefit cost for thee¢hmonths and six months ended June 30, 2006Q0Widcluded the following
components:

Three months Six months
ended June 30, ended June 30,
2006 2005 2006 2005

(Dollars in thousands)

Service cost $ 1,78:¢ 1,48( 3,491 3,14¢
Interest cost 4,84¢ 4,13( 9,49( 8,35¢
Expected return on plan assets (623) (643) (1,219 (1,220
Amortization of unrecognized actuarial loss 95( 76¢ 1,86( 1,45¢
Amortization of unrecognized prior service cost (221) (457) (439) (939)
Net periodic postretirement benefit ¢ $ 6,73¢ 5,28¢ 13,18¢ 10,80¢

We contributed $6.4 million to our postretiremeaglth care plan in the first six months of 2006 arpect to contribute approximat:
$13 million for the full year.

4 Defined Benefit Retirement Plans
We sponsor defined benefit pension plans for sakiaty all employees. We also sponsor a Suppleaiditecutive Retirement Plan

provide certain officers with supplemental retiremeleath and disability benefits.

Net periodic pension expense for the three montkdssax months ended June 30, 2006 and 2005 incltrsefbllowing components:

Three months Six months
ended June 30, ended June 30,
2006 2005 2006 2005

(Dollars in thousands)

Service cost $ 4,22( 3,80¢ 8,48: 7,67¢
Interest cost 6,16( 6,20(C 12,37 12,01:
Expected return on plan assets (8,189 (7,357 (16,367 (14,617
Recognized net losses 1,96: 1,81¢ 3,84( 3,13:
Net amortization and deferr (129 89 6 167
Net periodic pension expen $ 4,03¢ 4,55 8,33¢ 8,37¢

The amount of the 2006 contribution to our pengitams will be determined based on a number of factocluding the results of the
2006 actuarial valuation. At this time, the amoaithe 2006 contribution is not known.

(5) Stock-based Compensation

Effective January 1, 2006, we adopted the provsmiStatement of Financial Accounting StandardsI¥3 (Revised 2004), “Share-
Based Payments” (“SFAS 123(R)"). SFAS 123(R) regplins to measure our cost of awarding employeésagitity instruments based upon
the fair value of the award on the grant date. Qs will be recognized as compensation expensetbe period during which the employee
is required to provide service in exchange foratvard. Compensation cost is also recognized oeeajiplicable remaining vesting period



any outstanding options that were not fully vesteaf January 1, 2006. We did not have any unvestedanding options as of January 1,
2006 since our Board of Directors accelerated #sting of all unvested options effective as of Delser 31, 2005, as described below. We
elected the modified prospective transition metasgermitted by SFAS 123(R); accordingly, priorigeresults have not been restated.

We currently maintain programs which allow the Bbaf Directors, through the Compensation Committegjrant incentives to
certain employees and our outside directors incarg/or a combination of several forms, includingeintive and non-qualified stock options;
stock appreciation rights; restricted stock; andgueance shares. As of June 30, 2006, we hadvwed@pproximately 9.4 million shares of
common stock which may be issued in connection imitkntive awards made in the future under ouresurincentive programs. We also
offer an Employee Stock Purchase Plan whereby gmaptocan purchase our common stock at a 15% disbasad on the lower of the
beginning or ending stock price during recurringsionth periods stipulated in such program.

As of December 31, 2005, we had approximately @lliom options outstanding from prior grants, allwhich were issued at a price
either equal to or exceeding the then-current nigoiee. All of these options were exercisable assalt of actions taken by our Board of
Directors in December 2005 to accelerate the vgstirall unvested options outstanding, effectiv@Becember 31, 2005, in order to
eliminate the recognition of compensation expensiehvotherwise would have been required upon tfecgfeness of SFAS 123(R).

In the first six months of 2006, certain of our doyees were granted an aggregate of 960,375 stabng at market value. All of
these options expire ten years after the dateasft@nd have a three-year vesting period. The wetiglverage fair value of each option was
estimated as of the date of grant to be $12.75wsiBlack-Scholes option pricing model using thHofeing assumptions: dividend yield -
.7%; expected volatility - 30%; weighted averagk free interest rate - 4.64% (rates ranged frd@8%.to 5.04%); and expected term - 7
years (executive officers) and 5 years (all otmepleyees)

In the first six months of 2005, certain of @mployees were granted an aggregate of 907,92k eptions at market value. The
weighted average fair value of each option wasneged as of the date of grant to be $12.65 usBlgek-Scholes option pricing model using
the following assumptions: dividend yield - .7%pexted volatility - 30%; weighted average risk figterest rate - 4.18% (rates ranged from
3.90% to 4.20%); and expected term - 7 years.

The expected volatility was based on the historcdatility of our common stock over the 7- andygar terms mentioned above. The
expected term was determined based on the histerescise and forfeiture rates for similar grants.

Stock option transactions during the first six nfendf 2006 were as follows:

Remaining  Aggregate

Number Average contractual intrinsic
term (in
of options price years) value
Outstanding December 31, 2005 5,995,45 $ 30.6:
Granted 960,37! 35.8:
Exercised (1,305,11) 27.9¢
Forfeited/Cancelled (14,720 35.7¢
Outstanding June 30, 2006 5,635,990 $ 32.1: 6.5 $28,317,00

Exercisable June 30, 2006 4,687,17. $ 31.3¢ 5.¢ $27,052,00

In addition, during the first six months of 2006¢ vgsued 293,943 shares of restricted stock taioegmployees and our outside
directors at a weighted-average price of $36.0%hare. During the first six months of 2005, weiesk286,123 shares of restricted stock at a
weighted-average price of $33.47 per share. Sesthicted stock vests over a five-year period €¢imployees) and a three-year period (for
outside directors). Nonvested restricted stocksations during the first six months of 2006 wesdéadlows:

Number Average grar
of shares  date fair valu

Nonvested at January 1, 20 511,91¢ $ 30.9:
Granted 293,94: 36.0z
Vested (73,307) 32.8¢

Forfeited (7149 32.5¢



Nonvested at June 30, 20 731,84t $ 32.71

The total compensation cost for share-based payarearigements for the first six months of 2006 $&€ million ($3.8 million after-
tax; $.03 per diluted share). We recognized appnately $2.2 million of tax benefit related to swamhangements in the first half of 2006. As
of June 30, 2006, there was $27.3 million of totalecognized compensation cost related to the dissed payment arrangements, which is
expected to be recognized over a weighted-averagedoof 3.5 years.

We received net cash proceeds of $36.5 millionrdyitie first six months of 2006 in connection waition exercises. The total
intrinsic value of options exercised (the amountiych the market price of the stock on the datexafrcise exceeded the market price of the
stock on the date of grant) was $12.6 million dgitime first six months of 2006 and $5.4 millionidgrthe first six months of 2005. The
excess tax benefit realized from stock options@sed and restricted stock released during thedixsmonths of 2006 was $4.9 million. The
total fair value of restricted stock that vestedinty the first half of 2006 was $2.4 million.

Prior to January 1, 2006, we accounted for ourkstgtions using the intrinsic value method in ademrce with Accounting Principles
Board Opinion No. 25, “Accounting for Stock IssuecEmployees”. Generally, we did not recognize siogk-based compensation expense
for stock options in our consolidated statementis@ime prior to 2006. If compensation cost for options had been determined consistent
with SFAS 123(R), our net income and earnings pareson a pro forma basis for the three monthssachonths ended June 30, 2005 wc
have been as follows:

Three month Six months
ended ended
June 30, 200! June 30, 200!
(Dollars in thousands, except per sh re
amounts)
Net income, as reporte $ 85,11¢ 164,73-
Less: Total stock-based employee compensation egpen
determined under fair value based method, figtxo (1,68¢) (5,909
Pro forma net income $ 83,43 158,83:
Basic earnings per share
As reported $ .65 1.2¢
Pro forma $ .64 1.21
Diluted earnings per share
As reported $ .64 1.2t
Pro forma $ .63 1.1¢
(6) Business Segments

We are an integrated communications company engagearily in providing an array of communicatiossrvices to our customers,
including local exchange, long distance, Interroeeas and broadband services. We strive to maiatainustomer relationships by, among
other things, bundling our service offerings toyide our customers with a complete offering of greged communications services. As a
result of increased bundling of our local exchaagé long distance service offerings, beginnindnnfirst quarter of 2006, we have combi
the revenues of such offerings into a categonyledti'Voice”. Prior periods have been restatechsuire comparability. Our operating
revenues for our products and services includéditeving components:

Three months Six months
ended June 30, ended June 30,
2006 2005 2006 2005

(Dollars in thousands)

Voice $ 216,78t 221,70¢ 434,23! 446,20¢
Network acces 221,58t 239,40: 446,83 469,68:



Data 84,44 76,04¢ 167,68! 148,95!

Fiber transport and CLEC 36,05 21,63¢ 71,83: 41,87¢
Other 50,26 47,61¢ 100,19 94,97
Total operating revenues $ 609,13: 606,41: 1,220,78! 1,201,69!

We derive our voice revenues by providing localratme telephone and retail long distance servicesit customers in our local
exchange service areas.

We derive our network access revenues primarilgnf(d providing services to various carriers andtomers in connection with the
use of our facilities to originate and terminateithinterstate and intrastate voice and data trasssoms and (ii) receiving universal support
funds which allows us to recover a portion of oosts under federal and state cost recovery mecahanis

We derive our data revenues primarily by providimiggrnet access services (both digital subscriber('DSL”") and dial-up services)
and data transmission services over special cireut! private lines in our local exchange servieas

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

We derive other revenues primarily by (i) leasisgjling, installing and maintaining customer pregrtislecommunications equipment
and wiring, (ii) providing billing and collectioresvices for third parties, (iii) participating ihe publication of local directories and (iv)
offering our new video and wireless services.

@) Accelerated Share Repurchase Program

On February 21, 2006, our Board of Directors appdoa stock repurchase program authorizing us tarcbpse up to $1.0 billion of
our common stock and terminated the approximat&8/million remaining balance of our existing $200lion share repurchase program
approved in February 2005. In February 2006, wengmsed the first $500 million of common stoclotigh accelerated share repurchase
agreements entered into with various investmenk$iaepurchasing and retiring approximately 14.3an shares of common stock at an
average initial price of $34.83 per share. We fuhdgpurchases under these agreements principadlygh short-term borrowings. We used
cash generated from operations during 2006 angdribeeeds received from the redemption of our imaest in stock of the Rural Telephone
Bank (see Note 10) to reduce indebtedness duringebond quarter of 2006.

As part of the accelerated share repurchase trdmissicwe simultaneously entered into forward cacts with the investment banks
whereby the investment banks purchased an aggrefya#e36 million shares of our common stock duttimg terms of the contracts. At the
end of the repurchase period in mid-July 2006, aid pn aggregate of approximately $28.4 milliorhcasthe investment banks since the
investment banks’ weighted average purchase prideglthe repurchase period ($37.10) was higher tha initial average price. We will
reflect such settlement amount as an adjustmesjudy in our financial statements for the thircager of 2006.

In connection with calculating our diluted earnings share, we assumed the accelerated share mapammarket price adjustment
would be settled through our issuance of additishakes of common stock, which was allowed at @aretion in the agreements.
Accordingly, the estimated shares issuable basdHeofair value of the forward contract at JuneZm6 was included in the weighted
average shares outstanding for the computatiofiwied earnings per share for the periods ended 30n2006.

(8) Reduction in Workforce

On March 1, 2006, we announced a reduction of arkferce of approximately 275 jobs, or 4% of ourriiforce, primarily due to
increased competitive pressures and the loss esadimes over the last several years. We incamaue-time net pre-tax charge of
approximately $4.9 million in the first quarter2006 (consisting of a $6.2 million charge to opagexpenses, net of a $1.3 million
favorable revenue impact related to such expemsesnnection with the severance and related c@dtthe $6.2 million charged to operating
expenses, approximately $5.5 million was refledatecbst of services and products and $682,000 effexcted in selling, general and
administrative expenses. The following table refiexdditional information regarding the severarelated liability for the first six months of
2006 (in thousands):

Balance at December 31, 2005 $ -



Amount accrued to expense 6,17¢

Amount paid (5,639
Balance at June 30, 2006 $ 53¢
9) Commitments and Contingencies

In Barbrasue Beattie and James Sovis, on beh#fieaiselves and all others similarly situated, wat@g/Tel, Inc., filed on October 2¢
2002, in the United States District Court for thestern District of Michigan (Case No. 02-10277§ faintiffs allege that we unjustly and
unreasonably billed customers for inside wire neiance services, and seek unspecified money daraagesjunctive relief under various
legal theories on behalf of a purported class @i awo million customers in our telephone markés.March 10, 2006, the Court certified a
class of plaintiffs and issued a ruling that thiérlg descriptions we used for these services duan approximately 18-month period between
October 2000 and May 2002 were legally insufficiéfie have appealed this decision. The Court’s cddes not specify the award of
damages, the scope of which remains subject tdfisigmt fact-finding. At this time, we cannot reasly estimate the amount or range of
possible loss; however, we believe it to be sigaifitly below the amount of revenues billed for ssetvices during the above-specified
period. We do not believe that the ultimate outcarihis litigation will have a material adversdest on our financial position or results of
operations.

The Telecommunications Act of 1996 allows localtextge carriers to file access tariffs on a strezadlibasis and, if certain criteria
are met, deems those tariffs lawful. Tariffs thavd been “deemed lawful” in effect nullify an irdgchange carrier’s ability to seek refunds
should the earnings from the tariffs ultimatelyuien earnings above the authorized rate of repuascribed by the FCC. Certain of our
telephone subsidiaries file interstate tariffs wilth FCC using this streamlined filing approach:. those tariffs that have not yet been
“deemed lawful,” we initially record as a liabiligur earnings in excess of the authorized ratetoim, and may thereafter recognize as
revenues some or all of these amounts at the etk @fpplicable settlement period as our legatlenient thereto becomes more certain. As
of June 30, 2006, the amount of our earnings irkexof the authorized rate of return reflected labdity on the balance sheet for the
2003/2004 monitoring period aggregated approxirgaiéd million. The settlement period related to 2003/2004 monitoring period lapses
on September 30, 2007. We will continue to mortiterlegal status of any proceedings that could @npar entitlement to these funds.

As discussed below in Note 10, we received apprateiy $122.8 million in cash from the dissolutidrilee Rural Telephone Bank
(“RTB”"). Some portion of these proceeds, while estimable at this time, may be subject to reviewdgulatory authorities who may require
us to record a portion thereof as a regulatoryilligb

From time to time, we are involved in other prodegd incidental to our business, including admimai$te hearings of state public
utility commissions relating primarily to rate makji actions relating to employee claims, occasignalvance hearings before labor
regulatory agencies and miscellaneous third partyaictions. The outcome of these other proceedsgset predictable. However, we do not
believe that the ultimate resolution of these offiteceedings, after considering available insuramserage, will have a material adverse
effect on our financial position, results of opeaas or cash flows.

(10 Nonrecurring gains

In April 2006, upon dissolution of the RTB, we reaa $122.8 million in cash for redemption of onvéstment in stock of the RTB
and recorded a pre-tax gain of approximately $1illBon in the second quarter of 2006 relatedhis transaction. We used the cash to
reduce our indebtedness.

In May 2006, we sold the assets of our local exgkasperations in Arizona for approximately $5.9limil cash and recorded a pre-
tax gain of approximately $866,000 in the seconarigu of 2006.



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

Management's Discussion and Analysis of Finanataldtion and Results of Operations ("MD&A") inclutiberein should be read in
conjunction with MD&A and the other information inded in our annual report on Form 10-K for thery@aded December 31, 2005. The
results of operations for the three months andmgirths ended June 30, 2006 are not necessarilyaitiek of the results of operations which
might be expected for the entire year.

We are an integrated communications company engagradrily in providing local exchange, network ass, long distance, Internet
access and broadband services to customers im@s stVe derive our revenues from providing (iplaxchange and long distance telept
services, (i) network access services, (iii) daavices, which includes both DSL and dial-up Imégiservices, as well as special access and
private line services, (iv) fiber transport, conippet local exchange and security monitoring seegiand (v) other related services. For
additional information on our revenue sources, e 6 to our financial statements included in Itewf Part | of this quarterly report.

As previously disclosed, we anticipate our dilugadnings per share for the remainder of 2006 coeaptar 2005 will be negatively
impacted as a result of (i) lower Universal Senkemd and intrastate revenues, (i) declines irsgtines, (iii) declines in the amount of
revenue recorded related to prior year settlemgmeanents, (iv) the recognition of stock optionenge in accordance with SFAS 123(R)
(v) expenses associated with expanding our newowvaael wireless service offerings. See below foitadthl information.

On June 30, 2005, we acquired fiber assets in tfopwitan markets from KMC Telecom Holdings, IiftKMC").

In the first quarter of 2006, we announced a reédaoaif our workforce of approximately 275 jobs airdconnection therewith, incurr
a one-time net pre-tax charge of approximately $4ilBon (consisting of a $6.2 million charge toapting expenses, net of a $1.3 million
favorable revenue impact related to such expetrigeff)e severance and related costs.

In the second quarter of 2006, we (i) recordedextone pre-tax gain of approximately $117.8 milligmon redemption of our
investment in the stock of the Rural Telephone BERH B”) and (ii) sold our local exchange operasan Arizona.

In addition to historical information, this managent’s discussion and analysis includes certain fodMooking statements that are
based on current expectations only, and are sulbgeatnumber of risks, uncertainties and assumptiomany of which are beyond our
control. Actual events and results may differ miatsr from those anticipated, estimated or projetteone or more of these risks or
uncertainties materialize, or if underlying assuiaps$ prove incorrect. Factors that could affectusdtresults include but are not limited to:
the timing, success and overall effects of competftom a wide variety of competitive providetse trisks inherent in rapid technological
change; the effects of ongoing changes in the egigul of the communications industry; our abilityeffectively manage our expansion
opportunities, including retaining and hiring kegrsonnel; possible changes in the demand for, mirgy of, our products and services; our
ability to successfully introduce new product ornviee offerings on a timely and cosffective basis; our ability to collect our receies fron
financially troubled communications companies; ability to successfully negotiate collective bargag agreements on reasonable te
without work stoppages; the effects of adverse lvegabther risks referenced from time to time iis tteport or other of our filings with the
Securities and Exchange Commission; and the efééctore general factors such as changes in intesdss, in tax rates, in accounting
policies or practices, in operating, medical or adistrative costs, in general market, labor or eoaric conditions, or in legislatiot
regulation or public policy. These and other uncertainties related to the bissirsee described in greater detail in Item 1A to Borm 10-K
for the year ended December 31, 2005, as updatéthhiyil of this report below. You are cautioned tmplace undue reliance on the
forward-looking statements, which speak only as of the dathis report. We undertake no obligation to atedany of our forward-looking
statements for any reason.



RESULTS OF OPERATIONS

Three Months Ended June 30, 2006 Compared
to Three Months Ended June 30, 2005

Net income was $152.4 million and $85.1 million fbe second quarter of 2006 and 2005, respectiliyted earnings per share for
the second quarter of 2006 and 2005 was $1.26 .&dd i®spectively. Included in net income (andtdiearnings per share) for the second
quarter of 2006 was approximately $72.4 milliorb@per share) related to nonrecurring gains, sobatly all of which related to the
redemption of our RTB stock. See Note 10 for adddi information. The decline in the number of ager diluted shares outstanding is
primarily attributable to share repurchases thaehacurred since the beginning of 2005.

Three months
ended June 30,
2006 2005

(Dollars, except per share
amounts, and shares in

thousands)
Operating income $ 165,24¢ 185,88:
Interest expense (50,639 (49,647
Income from unconsolidated cellular entity 2,07¢ 724
Nonrecurring gain 118,64¢ -
Other income (expense) 2,73¢ 1,22C
Income tax expense (85,707 (53,067
Net income $ 152,36¢ 85,11¢
Basic earnings per share $ 1.32 .65
Diluted earnings per share $ 1.2¢€ .64
Average basic shares outstanding 115,44: 130,29¢
Average diluted shares outstanding 121,63t 135,34!

Operating income decreased $20.6 million (11.1% $2.7 million (.4%) increase in operating revenwas more than offset by a
$23.4 million (5.6%) increase in operating expenses

Operating Revenues

Three months

ended June 30,
2006 2005
(Dollars in thousands)

Voice $ 216,78t 221,70¢
Network acces 221,58t 239,40
Data 84,44, 76,04¢
Fiber transport and CLEC 36,05 21,63¢

Other 50,26 47,61¢




$ 609,13 606,41:

The $4.9 million (2.2%) decrease in voice reverigggimarily due to (i) a $5.7 million decrease da& 4.7% decline in the average
number of access lines served by us during thensegoarter of 2006 compared to the second quar@20@b; (ii) a $7.0 million decrease due
to a decline in the average rate we charged oy diistance customers; and (iii) a $4.7 million dexks a result of a decrease in minutes of
use in extended area calling plans in certain aardghe effect of rate reductions. Such decreases partially offset by an $11.5 million
increase in long distance revenues primarily atteble to an 8.7% increase in the average numhengfdistance lines served and increased
long distance minutes of use.

Excluding the sale of our Arizona telephone prapsrin May 2006, access lines declined 21,500 (L1 d%ing the second quarter of
2006 compared to a decline of 25,200 (1.1%) duttiegsecond quarter of 2005. We believe the dedtitiee number of access lines during
2006 and 2005 is primarily due to the displacenoémtaditional wireline telephone services by othempetitive services. Based on current
conditions and anticipated competition, we expeceas lines to decline between 4.5% and 5.5% 06 20

Network access revenues decreased $17.8 millid&4)7in the second quarter of 2006 primarily duéa $6.5 million decline
attributable to the recognition of prior year rewes in the second quarter of 2005; (i) a $4.Manidecrease in revenues from the federal
Universal Service Fund primarily due to an increasthe nationwide average cost per loop factodusethe Federal Communications
Commission to allocate funds among all recipieats] (iii) a $3.3 million decrease as a result @fdointrastate revenues due to a reductis
intrastate minutes (partially due to the displacenoé minutes by wireless, electronic mail and othygtional calling services). We believe t
intrastate minutes will continue to decline in 2p@Bhough we cannot precisely estimate the madeiaf such decreases.

Data revenues increased $8.4 million (11.0%) suatisity due to a $9.2 million increase in Interne¢enues due primarily to growth
the number of DSL customers, partially offset ljearease in the number of dial-up customers.

Fiber transport and CLEC revenues increased $1#liém(66.6%), of which $12.9 million was due tevenues from the fiber assets
acquired on June 30, 2005 from KMC and $1.4 millieas attributable to growth in our incumbent fibl@nsport business.

Other revenues increased $2.6 million (5.6%) prilpaue to a $2.8 million increase in revenues wf vew video and wireless reseller
service offerings.

Operating Expenses

Three months
ended June 30,
2006 2005
(Dollars in thousands)

Cost of services and products (exclusive of deptixi and amortization) $ 216,46¢ 194,87:
Selling, general and administrative 95,59¢ 95,20¢
Depreciation and amortization 131,82( 130,45:

$ 443,88 420,53:

Cost of services and products increased $21.6omi{lL1.1%) primarily due to (i) a $9.8 million imase in expenses incurred by the
properties acquired from KMC; (ii) a $6.6 milliondrease in costs associated with growth in our lisgance business; (iii) a $3.8 million
increase in expenses associated with our new \dddavireless reseller service offerings; and (i82at million increase in Internet expenses
primarily due to growth in the number of DSL custs

Selling, general and administrative expenses ise$390,000 (.4%) primarily due to a $3.2 millinorease in expenses incurred
from the properties acquired from KMC which wasstahtially offset by a $2.9 million reduction incbdebt expense.

Depreciation and amortization increased $1.4 mmil({b.0%) primarily due to a $5.3 million increasesdo higher levels of plant in
service and a $1.4 million increase due to deptieciand amortization of the properties acquiredfiKMC. Such increases were
substantially offset by a $3.7 million reductiondepreciation expense due to certain assets begduiin depreciated and a $2.2 million
decrease due to rate reductions in certain jutisis.

Interest Expense



Interest expense increased $992,000 (2.0%) indbensl quarter of 2006 compared to the second quargd05. A $2.6 million
increase due to higher average interest rates westatially offset by a $2.1 million reduction doedecreased average debt outstanding.

Income From Unconsolidated Cellular Entity

Income from unconsolidated cellular entity, whielpresents our share of the income from our 49%sestén a cellular partnership,
was $2.1 million and $724,000 in the second quaft@006 and 2005, respectively.

Nonrecurring Gains

The second quarter of 2006 included nonrecurrirggsx gains of approximately $118.6 million, subsi@hyt all of which relates to th
redemption of our RTB stock upon dissolutionh® RTB. See Note 10 for additional information.

Other Income (Expense)

Other income (expense) includes the effects ohgeitems not directly related to our core operagiancluding interest income and
allowance for funds used during construction. Otheome (expense) was $2.7 million for the secamatigr of 2006 compared to $1.2
million for the second quarter of 2005.

Income Tax Expense

The effective income tax rate was 36.0% and 38 d@thie three months ended June 30, 2006 and 28§3ectively. Income tax
expense was reduced by approximately $6.4 milliothé second quarter of 2006 due to the resolatiam@rious income tax audit issues.



Six Months Ended June 30, 2006 Compared
to Six Months Ended June 30, 2005

Net income was $221.8 million and $164.7 million floe first six months of 2006 and 2005, respebtivigiluted earnings per share
the first six months of 2006 and 2005 was $1.80%hda3, respectively. Included in net income (aihateld earnings per share) for the first
months of 2006 was approximately $72.4 million 8yper share) related to nonrecurring gains, subatyrall of which related to the
redemption of our RTB stock. See Note 10 for adddi information. The decline in the number of ager diluted shares outstanding is
primarily attributable to share repurchases thaehacurred since the beginning of 2005.

Six months
ended June 30,
2006 2005

(Dollars, except per share
amounts, and shares in

thousands)
Operating income $ 323,44 362,74.
Interest expense (100,725 (102,277
Income from unconsolidated cellular entity 4,14¢ 2,037
Nonrecurring gain 118,64¢ -
Other income (expense) 5,25¢ 2,75¢
Income tax expense (128,979 (100,529
Net income $ 221,79 164,73«
Basic earnings per share $ 1.8¢ 1.2t
Diluted earnings per share $ 1.8C 1.2
Average basic shares outstanding 118,91 131,24:
Average diluted shares outstanding 124,79¢ 136,25

Operating income decreased $39.3 million (10.8%g $%9.1 million (1.6%) increase in operating rex@anwas more than offset by a
$58.4 million (7.0%) increase in operating expenses

Operating Revenues

Six months
ended June 30,
2006 2005
(Dollars in thousands)

Voice $ 434,23! 446,20¢
Network acces 446,83: 469,68:
Data 167,68! 148,95!
Fiber transport and CLEC 71,83 41,87¢
Other 100,19° 94,97:

$ 1,220,78I 1,201,69!

The $12.0 million (2.7%) decrease in voice reveriggsimarily due to (i) an $11.2 million decreakee to a 4.6% decline in the
average number of access lines; (ii) a $12.2 millecrease due to a decline in the average ratharged our long distance customers; and



(iii) a $13.2 million decline as a result of a degse in minutes of use in extended area callingspfacertain areas and the effect of rate
reductions. Such decreases were partially offs€b)lay$19.4 million increase in long distance mawes primarily attributable to an 8.8%
increase in the average number of long distanes lamd increased long distance minutes of useiizad$3.4 million increase due to our
providing custom calling features to more customers

Excluding the sale of our Arizona telephone operetiin May 2006, access lines declined 43,900 (Rdi#6ng the first six months of
2006 compared to a decline of 40,300 (1.7%) duttiegfirst six months of 2005. We believe the dexlimthe number of access lines during
2006 and 2005 is primarily due to the displacenoémtaditional wireline telephone services by othempetitive services. Based on current
conditions and anticipated competition, we expectas lines to decline between 4.5% and 5.5% f06.20

Network access revenues decreased $22.9 milli®&oMin the first six months of 2006 primarily dwe(t) an $8.9 million decrease i
revenues from the federal Universal Service Fumnagmly due to an increase in the nationwide avereast per loop factor used by the
Federal Communications Commission to allocate fiardeng all recipients; (ii) a $6.7 million decreasea result of lower intrastate reven
due to a reduction in intrastate minutes (partidlig to the displacement of minutes by wirelessstebnic mail and other optional calling
services); and (iii) a $5.9 million decline attribhle to the recognition of prior year revenuethimsecond quarter of 2005. We believe that
intrastate minutes will continue to decline in 2p@khough we cannot precisely estimate the madaitf such decreases. Such decreases
were partially offset by a $2.9 million increaseedo the implementation of a billing charge whibke £CC permitted us to begin assessing to
our customers in the second quarter of 2005 tovexca portion of our network upgrade costs incuiregrder to provide local number
portability services.

Data revenues increased $18.7 million (12.6%) suibisilly due to a $18.3 million increase in Intdrrevenues due primarily to grown
in the number of DSL customers, partially offsetebgiecrease in the number of dial-up customers.

Fiber transport and CLEC revenues increased $30liom(71.5%), of which $26.4 million was due tevenues from the fiber assets
acquired on June 30, 2005 from KMC and $3.5 millieas attributable to growth in our incumbent fibl@nsport business.

Other revenues increased $5.2 million (5.5%) prilpaue to a $5.2 million increase in revenues af vew video and wireless reseller
service offerings.

Operating Expenses

Six months
ended June 30,
2006 2005
(Dollars in thousands)

Cost of services and products (exclusive of deptixi and amortization) $ 439,41 386,86t
Selling, general and administrative 191,53¢ 189,46(
Depreciation and amortization 266,38! 262,62

$ 897,33 838,95!

Included in aggregate operating expenses is aipreeharge of $6.2 million (most of which is refled in “Cost of services and
products”)related to severance and related costs associdtedwr March 2006 reduction in workforce. See N®ter additional informatiol

Cost of services and products increased $52.6ami{lL3.6%) primarily due to (i) a $20.1 million mase in expenses incurred by the
properties acquired from KMC; (ii) a $10.5 milliamcrease in costs associated with growth in oug ldistance business; (iii)) a $7.4 million
increase in expenses associated with our new \d@ddavireless reseller service offerings; (iv) $million of severance and related costs
associated with our workforce reduction; and ($p6a8 million increase in Internet expenses prirgatile to growth in the number of DSL
customers.

Selling, general and administrative expenses ise@&$2.1 million (1.1%) primarily due to a $6.6lioit increase in expenses incurred
from the properties acquired from KMC which wasstahtially offset by a $4.7 million reduction incbdebt expense.

Depreciation and amortization increased $3.8 nnil({b.4%) primarily due to a $9.8 million increaseedo higher levels of plant in
service and a $2.8 million increase due to deptieciand amortization of the properties acquirefiKMC. Such increases were
substantially offset by an $8.7 million reductiendepreciation expense due to certain assets begduily depreciated.

Interest Expense



Interest expense decreased $1.5 million (1.5%)erfitst six months of 2006 compared to the firstnsonths of 2005. A $4.2 million
reduction due to decreased average debt outstaadohthe $1.2 million one-time charge incurrechia first quarter of 2005 discussed in the
next paragraph were partially offset by a $4.5imilincrease due to higher average interest rates.

In February 2005, we remarketed substantially fadius $500 million of outstanding Series J seniotes due 2007 at an interest rate of
4.628%. In connection with the remarketing, we pased and retired approximately $400 million ofrilbbées, resulting in approximately
$100 million remaining outstanding. Included ineirgst expense for the first quarter of 2005 waseatame charge of $1.2 million related to
the write-off of unamortized deferred debt costatesl to the portion of the Series J notes retigsk Other Income (Expense) for additional
amounts that were expensed in the first quart@0656 related to this transaction.

Income From Unconsolidated Cellular Entity

Income from unconsolidated cellular entity, whielpresents our share of the income from our 49%sestén a cellular partnership,
was $4.1 million and $2.0 million in the first sixonths of 2006 and 2005, respectively.

Nonrecurring Gains

The second quarter of 2006 included nonrecurriegasx gains of approximately $118.6 million, subsi@hyt all of which relates to th
redemption of our RTB stock upon dissolutionh® RTB. See Note 10 for additional information.

Other Income (Expense)

Other income (expense) includes the effects ohgeitems not directly related to our core operagiancluding interest income and
allowance for funds used during construction. Otheome (expense) was $5.3 million for the first sionths of 2006 compared to $2.8
million for the six months of 2005. The first sixomths of 2005 included a one-time $4.8 million dextinguishment expense related to
purchasing and retiring approximately $400 millfrthe Series J notes, as mentioned above. Thesifirsnonths of 2005 was favorably
impacted by $3.2 million of non-recurring interestome related to the settlement of various inctemeaudits.

Income Tax Expense

The effective income tax rate was 36.8% and 37 @thie six months ended June 30, 2006 and 20Q%ctgely. Income tax expense
was reduced by approximately $6.4 million in thretfsix months of 2006 due to the resolution ofows income tax audit issues. Income tax
expense for the first six months of 2005 was reduneapproximately $1.3 million as a result of sietlement of various income tax audits.

LIQUIDITY AND CAPITAL RESOURCES

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

Net cash provided by operating activities was $306illion during the first six months of 2006 comed.to $478.9 million during the
first six months of 2005. Our accompanying consikd statements of cash flows identify major déferes between net income and net cash
provided by operating activities for each of thpedods. As relief from the effects of Hurricanetia, certain of our affected subsidiaries
were granted a deferral from making their remair8g5 estimated federal income and excise tax patgmumtil 2006. In the first six months
of 2006, we made payments of approximately $75anilto satisfy our remaining 2005 estimated paysdror additional information
relating to our operations, see Results of Oparatio

Net cash used in investing activities was $8.3iamlbnd $250.7 million for the six months endedel@8, 2006 and 2005, respectively.
Payments for property, plant and equipment wereSbdtillion less in the first six months of 2006 thia the comparable period during 2005.
Our budgeted capital expenditures for 2006 totpt@aamately $325 million. We have invested sigrafit amounts in our wireline network in
the last several years and believe we are in dipo$d move closer to maintenance capital expenelitevels for the foreseeable future for
wireline properties. Our capital expenditure budgeb includes amounts for expanding our new serfterings and our data networks. We
received approximately $128.7 million cash fromeaskspositions in 2006, of which approximately $Bmillion was from the redemption
of our RTB stock upon dissolution of the RTB and%illion was from the sale of our local exchamgerations in Arizona. See Note 10 for
additional information. We paid approximately $7&lion cash in 2005 to acquire certain fiber as$e 16 markets from KMC.



Net cash used in financing activities was $555.llioniduring the first six months of 2006 compateds295.0 million during the first
six months of 2005. We repurchased 16.5 millionehigfor $573.9 million) and 16.4 million sharesr($530.7 million) in the first six mont
of 2006 and 2005, respectively, substantially &ivbich was repurchased in accordance with prelyoaisnounced stock repurchase
programs. The 2006 repurchases include 14.36 midlimres repurchased (for a total price of appratety $500 million) under accelerated
share repurchase agreements with investment bae&dNote 7 for additional information). We initiafunded the accelerated share
repurchase agreements principally through borrosvimgder our $750 million credit facility and cashleand and subsequently refinanced the
credit facility borrowings through the issuancesbort-term commercial paper, which as of June 8062had been repaid in full. We used
cash generated from operations during 2006 an@1B2.8 million of proceeds received from the redgompof our investment in stock of the
RTB to reduce indebtedness. As part of the 2006laated share repurchase transactions, we sireoliaty entered into forward contracts
with the investment banks whereby the investmenk®aurchased an aggregate of 14.36 million sh&rear common stock during the ter
of the contracts. At the end of the repurchaseopgan mid-July 2006, we paid an aggregate of apprately $28.4 million cash to the
investment banks since the investment banks’ wedhterage purchase price during the repurchasmpeas higher than the initial average
price. We will reflect such settlement amount asdjustment to equity.

In the first quarter of 2005, we paid $100 millimnretire our Series E senior notes at their sclegidmaturity with cash on hand.

In February 2005, we remarketed substantially fatlius $500 million of outstanding Series J seniotes due 2007 at an interest rate of
4.628%. We received no proceeds in connection thighremarketing as all proceeds were placed ittash to secure the obligation of our
equity unit holders to purchase common stock frenom May 16, 2005. In connection with the remarigtive purchased and retired
approximately $400 million of the notes, resultingapproximately $100 million remaining outstandiige incurred a pre-tax charge of
approximately $6 million in the first quarter of@related to purchasing and retiring the notescé&®ds to purchase such notes came from
the February 2005 issuance of $350 million of 5#icrenotes, Series M, due 2015 and cash on hand.

We have available a five-year, $750 million revalyicredit facility which expires in March 2010. tip$150 million of the credit
facility can be used for letters of credit, whigduces the amount available for other extensiomseafit. Available borrowings under our
credit facility are also effectively reduced by anytstanding borrowings under our commercial pgpegram. Our commercial paper
program borrowings in turn are effectively limitedthe total amount available under our creditlfigciAs of June 30, 2006, we had no
outstanding indebtedness under our credit faclitgommercial paper program.

In May 2006, Standard & Poor’s downgraded our lterga debt rating from BBB+ to BBB with a negativetlook, citing the
continued loss of access lines.

In July 2006, we paid a deposit of approximatel9 $illion in order to participate in the upcomingivanced Wireless Services
(“AWS") spectrum auction to be held in August 2006 are currently evaluating our opportunities rdgey this spectrum, particularly with
respect to spectrum that covers or is contiguowsit@xisting service territories. Unused depasivants will be returned to us upon
completion of the auction.

We funded the $59 million AWS deposit and the $28ilion accelerated share repurchase settlemehtagish on hand and shéerm
borrowings. As of July 31, 2006, we had $40.0 milloutstanding in short-term borrowings.



OTHER MATTERS
Accounting for the Effects of Regulation

We currently account for our regulated telephonerations (except for the properties acquired froenizbn in 2002) in accordance
with the provisions of Statement of Financial Aceting Standards No. 71, “Accounting for the Effeat<ertain Types of
Regulation” (“SFAS 71"). While we continuously mémii the ongoing applicability of SFAS 71 to our uégjed telephone operations due to
the changing regulatory, competitive and legisatwvironments, we believe that SFAS 71 still aggplHowever, it is possible that changes
in regulation or legislation or anticipated changesompetition or in the demand for regulated g@w or products could result in our
telephone operations not being subject to SFAS1 T4 future. In that event, implementation of &tant of Financial Accounting Standards
No. 101 ("SFAS 101"), "Regulated Enterpri- Accounting for the Discontinuance of ApplicatiohFASB Statement No. 71," would require
the write-off of previously established regulatassets and liabilities. SFAS 101 further provided the carrying amounts of property, plant
and equipment are to be adjusted only to the extendssets are impaired and that impairment bbglidged in the same manner as for
nonregulated enterprises.

If our regulated operations cease to qualify fer aipplication of SFAS 71, we do not expect to ré@r impairment charge related to
the carrying value of the property, plant and emépt of our regulated telephone operations. Addlitily, upon the discontinuance of SFAS
71, we would be required to revise the lives of puaperty, plant and equipment to reflect the estéd useful lives of the assets. We do not
expect such revisions in asset lives, or the eltiom of other regulatory assets and liabilitieshave a material unfavorable impact on our
results of operations. For regulatory purposesatimmunting and reporting of our telephone subsaiavould not be affected by the
discontinued application of SFAS 71.

Recent Product Developments

During 2005, we began offering co-branded satetiiitevision service to virtually all householdsowr local exchange service areas,
except for the LaCrosse, Wisconsin market, wherénitiated our switched digital television servié®e continue to monitor the results from
this initial launch of switched digital televisi@ervice and currently plan to initiate a seconddaved digital video trial during 2006. In mid-
2005, we began reselling wireless services anthégnd of June 2006, we offered wireless servicagh this reselling arrangement to
markets serving nearly 30% of our residential astiegs.



ltem 3.
CenturyTe, Inc.
QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

We are exposed to market risk from changes inaésteates on our longrm debt obligations. We have estimated our maigktusing
sensitivity analysis. Market risk is defined as fplogential change in the fair value of a fixed-rdébt obligation due to a hypothetical adverse
change in interest rates. Fair value on long-teeint dbligations is determined based on a discourast flow analysis, using the rates and
maturities of these obligations compared to terntsrates currently available in the long-term ficiag markets. The results of the sensitivity
analysis used to estimate market risk are presédmiedv, although the actual results may differ fritiase estimates.

At June 30, 2006, the fair value of our long-terabidwas estimated to be $2.6 billion based on teeadl weighted average rate of our
debt of 7.0% and an overall weighted maturity geirs compared to terms and rates currently availadong-term financing markets.
Market risk is estimated as the potential decr@aar value of our long-term debt resulting frahypothetical increase of 70 basis points in
interest rates (ten percent of our overall weiglategrage borrowing rate). Such an increase ing@ateates would result in approximately a
$102.3 million decrease in fair value of our loregat debt at June 30, 2006. As of June 30, 200&, giting effect to interest rate swaps
currently in place, approximately 81% of our lorgrt 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 usevaléve instruments to (i) lock-in or swap our espre to changing or variable interest
rates for fixed interest rates or (ii) to swap ghtions to pay fixed interest rates for variableiiest rates. We have established policies and
procedures for risk assessment and the approyalrtieg and monitoring of derivative instrumentiaities. We do not hold or issue
derivative financial instruments for trading or spktive purposes. Management periodically reviewisexposure to interest rate fluctuations
and implements strategies to manage the exposure.

At June 30, 2006, we had outstanding four fair @afierest rate hedges associated with the fuld$6illion aggregate principal
amount of our Series L senior notes, due 2012 pghygtinterest at a fixed rate of 7.875%. These aedge “fixed to variable” interest rate
swaps that effectively convert our fixed rate intgrpayment obligations under these notes intgatiins to pay variable rates that range
from the six-month London InterBank Offered RatelBOR”) plus 3.229% to the six-month LIBOR plus 3%, with settlement and rate
reset dates occurring each six months throughxpieagion of the hedges in August 2012. During fih& six months of 2006, we realized an
average interest rate under these hedges of 91h%fest expense was increased by $3.2 milliomdutie first six months of 2006 as a re
of these hedges. The aggregate fair market valtieese hedges was $37.2 million at June 30, 2006saflected both as a liability and as a
decrease in our underlying long-term debt on time RO, 2006 balance sheet. With respect to eatlfesé hedges, market risk is estimated as
the potential change in the fair value of the hedgailting from a hypothetical 10% increase inftirvevard rates used to determine the fair
value. A hypothetical 10% increase in the forwats would result in a $15.6 million decrease enftir value of these hedges at June 30,
2006, and would also increase our interest expense.

Certain shortcomings are inherent in the methaahalysis presented in the computation of fair valluinancial instruments. Actual
values may differ from those presented if markeiditions vary from assumptions used in the faiueatalculations. The analysis above
incorporates only those risk exposures that exiaseof June 30, 2006.



ltem 4.
CenturyTe, Inc.
CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresgydesi to provide reasonable assurances that infammagquired to be disclosed
by us in the reports we file under the Securitirsiange Act of 1934 is timely recorded, processatymarized and reported as required.
Chief Executive Officer, Glen F. Post, Ill, and dthief Financial Officer, R. Stewart Ewing, Jr.vbavaluated our disclosure controls and
procedures as of June 30, 2006. Based on the dealullessrs. Post and Ewing concluded that owrlasire controls and procedures have
been effective in providing reasonable assuraragtitiey have been timely alerted of material infation required to be filed in this quarterly
report. Since the date of Messrs. Post’'s and Ewingist recent evaluation, there have been no gignifchanges in our internal controls or
in other factors that could significantly affeceie controls. The design of any system of conisdigised in part upon certain assumptions
about the likelihood of future events and contirgdes, and there can be no assurance that any designcceed in achieving its stated go
Because of inherent limitations in any control epst misstatements due to error or fraud could oandrnot be detected.



PART Il. OTHER INFORMATION

CenturyTe, Inc.

Item 1. Legal Proceedings.

See Note 9 included in Part I, Item 1, of this mepo
Item 1A. Risk Factors.

We expect that changes in the nationwide averagepes loop factors implemented in March 2006 &yRICC to allocate support fui
will reduce our receipts from the main support pang administered by the federal Universal Serviged=by approximately $12 million to
million in 2006 compared to 2005.

The statement above updates and supercedes thasdrecof risk factors contained in ltem 1A of @amnual report on Form 1R-for th
year ended December 31, 2005. Except as modifigHdbguperceding statement above, we continuerairesubject to the risks describec

such annual report.

ltem 2. Unregistered Sales of Equity Securities and Uderofeeds

In February 2006, our Board of Directors authoriae®ll.O billion share repurchase program underhylincFebruary 2006, we
repurchased $500 million (or approximately 14.38iam shares) of our common stock under accelerakede repurchase agreements with
certain investment banks at an initial averageepoic$34.83. The investment banks completed teguunrchases in mid-July 2006 and in
connection therewith we paid an aggregate of apprabely $28.4 million cash to the investment basikee their weighted average purchase
price during the repurchase period ($37.10) wakdrighan the initial average price. With the cortipteof the accelerated share repurchase
program, we retain authority to repurchase thraligie 30, 2007 the $500 million of our common stihek remains under our $1.0 billion
program.

Item 4. Submission of Matters to a Vote of Security Holders

At our annual meeting of shareholders on May 1062¢the shareholders elected four Class Il dimscto serve until the 2009 annual
meeting of shareholders and until their success@ sluly elected and qualified.

The following number of votes were cast for or werthheld from the following nominees:

Class Il Nominees For Withhelc
Fred R. Nichols 159,984,988 12,292,58
Harvey P. Perry 159,993,956 12,283,61
Jim D. Reppond 155,639,592 16,637,97
Joseph R. Zimmel 162,637,199 9,640,36!

The Class | and Class Il directors whose termsicoed after the meeting are:

Class | Class Il

William R. Boles, Jr. Virginia Boulet

W. Bruce Hanks Calvin Czeschin
C. G. Melville, Jr. James B. Gardner
Glen F. Post, llI Gregory J. McCray

The following represents the votes cast by theedt@ders to ratify the appointment of KPMG LLP as mdependent auditor for
2006:



For 158,600,15

Against 9,016,66:
Abstain 2,371,27!
Broker non-votes 2,289,47.
Item 6. Exhibits and Reports on Formk8
A. Exhibits
10.1 Form of Restricted Stock Agreement pursuant t®0@5 Directors Stock Plan, entered into

between CenturyTel and each of its outside direasrof May 12, 2006.

11 Computations of Earnings Per Share.

31.1 Registrant’s Chief Executive Officer certificatiparsuant to Section 302 of the Sarbanes-O:
Act of 2002.

31.2 Registrant’s Chief Financial Officer certificatipmuirsuant to Section 302 of the Sarbanes-Ox
Act of 2002.

32 Registrants Chief Executive Officer and Chief Financial Officcertification pursuant to Secti

906 of the Sarbanes-Oxley Act of 2002.

B. Reports on Form-&

The following items were reported in the Form 8ii€d April 27, 2006:

Items 2.02 and 9.01 - Results of Operations andr€ial Condition and Financial Statements and Ethib
News release announcing first quarter 2006 operaésults

SIGNATURE

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

CenturyTé, Inc.

Date: August 2, 2006 /sl Neil A. Sweasy

Neil A. Sweas)
Vice President and Controller
(Principal Accounting Officer)



Exhibit 10.1
RESTRICTED STOCK AGREEMENT

UNDER THE
2005 DIRECTORS STOCK PLAN
(May 12, 2006 Grants)

This RESTRICTED STOCK AGREEMENT (this “AgreemeniS)made as of May 12, 2006, by and between Cenéaliryic.
(“CenturyTel”) and «Director_Name» (“Award Recipi&n

WHEREAS, CenturyTel maintains the 2005 Directorsc&tPlan (the “Plan”), under which the Compensa@ammittee (the
“Committee”) of the Board of Directors of CenturyTthe “Board”), may, among other things, granttieted shares of CenturyTel's
common stock, $1.00 par value per share (the “Com&tock”), to outside directors of CenturyTel, ®dbjto such terms, conditions, or
restrictions as it may deem appropriate; and

WHEREAS, pursuant to the Plan the Committee hasdauato the Award Recipient restricted shares ah@on Stock on the terms
and conditions specified below;

NOW, THEREFORE, the parties agree as follows:
1. AWARD OF SHARES
Upon the terms and conditions of the Plan andAbigement, the Committee as of the date of thissAgrent hereby awards to the
Award Recipient 2,663 restricted shares of CommioglS together with associated preference sharehpse rights under CenturyTelights

agreement dated as of August 27, 1996, as ameadady successor rights plan (collectively, thest®eted Stock”), that vest, subject to
Sections 2, 3 and 4 hereof, in installments agvdt

Scheduled Vesting Date Number of Shares of Restricted Stock
May 15, 2007 887
May 15, 2008 888
May 15, 2009 888
2. AWARD RESTRICTIONS
2.1 In addition to the conditions and restrictigorovided in the Plan, neither the shares ofrRe=tl Stock nor the right to vote

the Restricted Stock, to receive dividends thei@aio enjoy any other rights or interests thereunmddereunder may be sold, assigned,
donated, transferred, exchanged, pledged, hypdtttoa otherwise encumbered prior to vesting. Suligethe restrictions on transfer
provided in this Section 2.1, the Award Recipidmlsbe entitled to all rights of a shareholdeCainturyTel with respect to the Restricted
Stock, including the right to vote the shares aative all dividends and other distributions desdathereon.

2.2 If the shares of Restricted Stock have fretdy vested in accordance with Section 1 abdneeshares of Restricted Stock
shall vest and all restrictions set forth in Settol shall lapse on the earlier of:

€)) the date on which the Award Recipient’s g&rwon the Board terminates as a result of (i) lle@)
disability within the meaning of Section 22(e)(3)tlee Internal Revenue Code or (iii) the ineligityilto stand for re-election due to
CenturyTel's mandatory retirement policy;

(b) the date, if any, that the Committee eleiatéts sole discretion, to accelerate the vestihguch unvested
Restricted Stock in the case of retirement fromBbard of an Award Recipient who has served orBib&rd for at least six full
years; or
(c) the occurrence of a Change of Control oftGsfTel, as described in Section 11.12 of the Plan.
3. TERMINATION OF BOARD SERVICE

Except as otherwise provided in Section 2.2 abtwrejination of the Award Recipient’s service on Bward for any reason shall
automatically result in the termination and forfied of all unvested Restricted Stock.



4. FORFEITURE OF AWARD

4.1 If, at any time during the Award Recipiertesure as a director of the Company or within Ifhths after termination of
such tenure, the Award Recipient engages in anyitgdh competition with any activity of CenturyTer its subsidiaries (collectively, the
“Company”), or inimical, contrary or harmful to tieerests of the Company, including but not lirdite: (a) conduct relating to the Award
Recipient’s service on the Board for which eithéménal or civil penalties against the Award Reeipi may be sought, (b) conduct or activity
that results in removal of the Award Recipient frira Board for cause, (c) violation of the Compamplicies, including, without limitation,
the Companys insider trading policy or corporate compliancegeam, (d) accepting employment after the datedievéh, acquiring a 5% ¢
more equity or participation interest in, servirggaaconsultant, advisor, director or agent of,afiyeor indirectly soliciting or recruiting any
officer of the Company who was employed at any tihagng the Award Recipient’s service on the Boardptherwise assisting in any other
capacity or manner any company or enterprise shdiréctly or indirectly in competition with or &g against the interests of the Compan
any of its lines of business (a “competitor”), epclor (A) any employment, investment, servicejstasce or other activity that is undertaken
at the request or with the written permission &f @enturyTel Board of Directors or (B) any assiseaaf a competitor that is provided in the
ordinary course of the Award Recipient engagingigmor her principal occupation in the good faitid aeasonable belief that such assistance
will neither harm the Company’s interests in angsgantial manner or violate any of the Award Resips duties or responsibilities under-
Company’s policies or applicable law, (e) disclgsor misusing any confidential information or mé&kconcerning the Company, (f)
engaging in, promoting, assisting or otherwiseipi@dting in a hostile takeover attempt of the Campor any other transaction or proxy
contest that could reasonably be expected to riesalChange of Control (as defined in the Plart)approved by the CenturyTel Board of
Directors or (g) making any statement or disclosing information to any customers, suppliers, lesdessees, licensors, licensees,
regulators, employees or others with whom the Cawgagages in business that is defamatory or degaith respect to the business,
operations, technology, management, or other erepkopf the Company, or taking any other actionebatd reasonably be expected to
injure the Company in its business relationship any of the foregoing parties or result in anlyeotdetrimental effect on the Company, t
the award of Restricted Stock granted hereunddr ahi@mmatically terminate and be forfeited effeeton the date on which the Award
Recipient engages in such activity and (i) all ssasf Common Stock acquired by the Award Recigeemsuant to this Agreement (or other
securities into which such shares have been ca@tertexchanged) shall be returned to the Compagrifyrm longer held by the Award
Recipient, the Award Recipient shall pay to the @any, without interest, all cash, securities oeotiissets received by the Award Recipient
upon the sale or transfer of such stock or seesriind (ii) all unvested shares of RestrictediSsball be forfeited.

4.2 If the Award Recipient owes any amount ® @ompany under Section 4.1 above, the Award Radigicknowledges that
the Company may, to the fullest extent permitteépplicable law, deduct such amount from any anstie Company owes the Award
Recipient from time to time for any reason (inchgliwithout limitation amounts owed to the Award Rémnt as directors fees,
reimbursements, retirement payments, or other cosgi®n or benefits). Whether or not the Compaegtslto make any such set-off in
whole or in part, if the Company does not recowemeans of set-off the full amount the Award Resipiowes it, the Award Recipient
hereby agrees to pay immediately the unpaid balemttee Company.

4.3 The Award Recipient may be released fromAtlvard Recipient’s obligations under Sections s 4.2 above only if the
CenturyTel Board of Directors determines in iteestiscretion that such action is in the best irstisref the Company.

5. STOCK CERTIFICATES

5.1 The stock certificates evidencing the Ret&td Stock shall be retained by CenturyTel unélldpse of restrictions under
the terms hereof. CenturyTel shall place a leganthe form specified in the Plan, on the stockifieates restricting the transferability of the
shares of Restricted Stock.

5.2 Upon the lapse of restrictions on shareRedftricted Stock, CenturyTel shall cause a stodificate without a restrictive
legend to be issued with respect to the vestediBiest Stock in the name of the Award Recipienhisror her nominee within 30 days. Upon
receipt of such stock certificate, the Award Remipiis free to hold or dispose of the shares reptesl by such certificate, subject to (i)
applicable securities laws, (ii) CenturyTel's insidrading policy and (iii) any applicable stockeration policies that CenturyTel may adopt in
the future.

6. MISCELLANEOUS

6.1 Anything in this Agreement to the contraptwithstanding, if at any time CenturyTel furthetermines, in its sole
discretion, that the listing, registration or gtiadition (or any updating of any such documentjhefshares of Common Stock issuable
pursuant hereto is necessary on any securitiesaagehor under any federal or state securitiesus &ky law, or that the consent or approval
of any governmental regulatory body is necessadesirable as a condition of, or in connection wlith issuance of shares of Common Stock
pursuant thereto, or the removal of any restrigiomposed on such shares, such shares of Commok $Stall not be issued, in whole or in
part, or the restrictions thereon removed, unlask &sting, registration, qualification, consentapproval shall have been effected or obta
free of any conditions unacceptable to CenturyTehturyTel agrees to use commercially reasonabdeteto issue all shares of Common



Stock issuable hereunder on the terms providedrhere

6.2 Nothing in this Agreement shall confer upon the AdvRecipient any right to continue to serve onBleard, or to interfer
in any way with the right of the Company to remelve Award Recipient as a director at any time.

6.3 This Agreement shall inure to the benefiaiod be binding upon the parties hereto and tespective heirs, executors,
administrators, legal representatives and succes@fithout limiting the generality of the foregoinghenever the term “Award Recipient” is
used in any provision of this Agreement under c¢itstances where the provision appropriately appliese heirs, executors, administrators
or legal representatives to whom this award madresferred by will or by the laws of descent argdribution, the term “Award Recipient”
shall be deemed to include such person or persons.

6.4 The shares of Restricted Stock granted easbsubject to the terms, conditions, restriiand other provisions of the
Plan as fully as if all such provisions were setifan their entirety in this Agreement. If any prsion of this Agreement conflicts with a
provision of the Plan, the Plan provision shalltcolh The Award Recipient acknowledges that a copthe Plan and a prospectus
summarizing the Plan was distributed or made ablgilto the Award Recipient and that the Award Riecipwas advised to review such
materials prior to entering into this Agreementeward Recipient waives the right to claim tha grovisions of the Plan are not binding
upon the Award Recipient and the Award Recipieh&ss, executors, administrators, legal represeettnd successors.

6.5 Should any party hereto retain counsellfergurpose of enforcing, or preventing the bredchry provision hereof,
including, but not limited to, the institution ofiyaction or proceeding in court to enforce anygion hereof, to enjoin a breach of any
provision of this Agreement, to obtain specificfpemance of any provision of this Agreement, toadbimonetary or liquidated damages for
failure to perform any provision of this Agreememt for a declaration of such partiegjhts or obligations hereunder, or for any othetigial
remedy, then the prevailing party shall be entittetie reimbursed by the losing party for all c@std expenses incurred thereby, including,
but not limited to, attorneys’ fees (including cosf appeal).

6.6 This Agreement shall be governed by andtoeed in accordance with the laws of the Stateafitiana.

6.7 If any term or provision of this Agreememtthe application thereof to any person or circiamse, shall at any time or to
any extent be invalid, illegal or unenforceablaity respect as written, the Award Recipient and@gifiel intend for any court construing
this Agreement to modify or limit such provisiona®to render it valid and enforceable to the &tiléxtent allowed by law. Any such
provision that is not susceptible of such reformashall be ignored so as to not affect any otten tor provision hereof, and the remainde
this Agreement, or the application of such ternpravision to persons or circumstances other thasetlas to which it is held invalid, illegal
unenforceable, shall not be affected thereby ant tgm and provision of this Agreement shall bidvand enforced to the fullest extent
permitted by law.

6.8 The Plan and this Agreement contain theeatireement between the parties with respeceteuhject matter contained
herein and may not be modified, except as providede Plan, as it may be amended from time to timtee manner provided therein, or in
this Agreement, as it may be amended from timée by a written document signed by each of théigmhereto. Any oral or written
agreements, representations, warranties, writidmcements, or other communications with respetttésubject matter contained herein
made prior to the execution of the Agreement dhalNoid and ineffective for all purposes.

IN WITNESS WHEREOF, the parties hereto have catisisdRestricted Stock Agreement to be duly execatetidelivered on the
day and year first above written.

CenturyTel, Inc.

By:

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

«Director_Name»
Award Recipient






Exhibit 11
CenturyTé, Inc.
COMPUTATIONS OF EARNINGS PER SHARE
(UNAUDITED)

Three months Six months
ended June 30, ended June 30,
2006 2005 2006 2005

(Dollars, except per share amounts, and sharémirsands)
Income (Numerator):

Net income $ 152,36¢ 85,11¢ 221,79: 164,73«
Dividends applicable to preferred stock (96) (99 (194) (199)
Net income applicable to common stc 152,27. 85,01¢ 221,59¢ 164,53!
Interest on convertible debentures, net of tax 1,207 1,207 2,41¢ 2,41¢
Dividends applicable to preferred stock 96 99 194 19¢

Net income as adjusted for purposes of computihgedi earnings pe
share $ 153,57! 86,32¢ 224,20° 167,14¢

Shares (Denominator):
Weighted average number of shares:

Outstanding during period 116,16! 130,54¢ 119,57. 131,36!
Nonvested restricted stock (724 (247) (655) (124)
Number of shares for computing basic earnings lpare 115,44: 130,29¢ 118,91 131,24:

Incremental common shares attributable to diluseeurities:

Shares issuable under convertible securities 4,49¢ 4,51¢ 4,50z 4,51¢
Shares issuable upon settlement of accelerated stpurchase

agreements 1,04¢ 20¢€ 72¢ 103
Shares issuable under incentive compensation aptbgee

benefit plans 654 32€ 65C 39¢

Number of shares as adjusted for purposes of congpdiluted
earnings per share 121,63t 135,34! 124,79t 136,25

Basic earnings per share $ 1.32 .65 1.8¢ 1.2¢

Diluted earnings per share $ 1.2¢€ .64 1.8C 1.2




Exhibit 31.]
CERTIFICATIONS
I, Glen F. Post, lll, Chairman of the Board ande&fliixecutive Officer, certify that:
1. | have reviewed this quarterly report onrrdi0-Q of CenturyTel, Inc.;

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or oméit&te a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the peri
covered by this report;

3. Based on my knowledge, the financial statements$ atimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15¢e)Band internal control over financial reportifag defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav

a) designed such disclosure controls and proceduresawsed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known tc
by others within those entities, particularly dgritie period in which this report is being prepared

b) designed such internal control over financial réipgr or caused such internal control over finahgé@orting to be designed uni
our supervision, to provide reasonable assurangardang the reliability of financial reporting arttle preparation of financi
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) evaluated the effectiveness of the registedisclosure controls and procedures and presanta report our conclusions about
effectiveness of the disclosure controls and proe=s] as of the end of the period covered by #j®nt based on such evaluat
and

d) disclosed in this report any change in the regisisanternal control over financial reporting thatcurred during the registragtmos
recent fiscal quarter that has materially affectedjs reasonably likely to materially affect, thegistrants internal control ov
financial reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directors

a) all significant deficiencies and material weaknssisethe design or operation of internal controémofinancial reporting which a
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that involveanagement or other employees who have a significdatin the registrant’
internal control over financial reporting.

Date: August 2, 2006 /s] Glen F. Post, I
Glen F. Post, llI
Chairman of the Board and
Chief Executive Officer



Exhibit 31.z
CERTIFICATIONS
I, R. Stewart Ewing, Jr., Executive Vice Presidamd Chief Financial Officer, certify that:
1. | have reviewed this quarterly report onrrdi0-Q of CenturyTel, Inc.;

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or oméit&te a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the peri
covered by this report;

3. Based on my knowledge, the financial statements$ atimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15¢e)Band internal control over financial reportifag defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav

a) designed such disclosure controls and proceduresawsed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known tc
by others within those entities, particularly dgritie period in which this report is being prepared

b) designed such internal control over financial réipgr or caused such internal control over finahgé@orting to be designed uni
our supervision, to provide reasonable assurangardang the reliability of financial reporting arttle preparation of financi
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) evaluated the effectiveness of the registedisclosure controls and procedures and presanta report our conclusions about
effectiveness of the disclosure controls and proe=s] as of the end of the period covered by #j®nt based on such evaluat
and

d) disclosed in this report any change in the regisisanternal control over financial reporting thatcurred during the registragtmos
recent fiscal quarter that has materially affectedjs reasonably likely to materially affect, thegistrants internal control ov
financial reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directors

a) all significant deficiencies and material weaknssisethe design or operation of internal controémofinancial reporting which a
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that involveanagement or other employees who have a significdatin the registrant’
internal control over financial reporting.

Date: August 2, 2006 /s/ R. Stewart Ewing, Jr.
R. Stewart Ewing, Jr.
Executive Vice President and
Chief Financial Officer




Exhibit 32
CenturyTé, Inc.

August 2, 2006

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

Re: CenturyTel, Inc.
Certification of Contents of Form 10-Q for the gqgarending June 30, 2006
Pursuant to Section 906 of the Sarbanes-Oxley A2002

Ladies and Gentlemen:

The undersigned, acting in their capacities a<Cthief Executive Officer and the Chief Financial io& of CenturyTel, Inc. (the
“Company”), certify that the Form 10-Q for the qiesrended June 30, 2006 of the Company fully cossphiith the requirements of Section
13(a) of the Securities Exchange Act of 1934, #&ad the information contained in the Form 10-Qlygaresents, in all material respects, the
financial condition and results of operations @& @ompany as of the dates and for the periods edusy such report.

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

Very truly yours,

/sl Glen F. Post, IlI [/ sl R. Stewart Ewing, Jr.
Glen F. Post, llI R. Stewart Ewing, Jr.
Chairman of the Board and Executive Vice President and

Chief Executive Officer Chief Financial Officer



