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Item 5. Other Events

On March 15, 2002, CenturyTel, Inc. (the "Compariij€d its Annual Report on Form 10-K for the yesded December 31, 2001 (the
"Form 10-K"). On March 19, 2002, the Company erdento a definitive agreement (the "Sales Agreef)dntsell its wireless operations to
an affiliate of ALLTEL Corporation ("Alltel") in exhange for $1.65 billion in cash, subject to cartadjustments and contingencies. As a
result of such agreement, the Company's finantaééents must be restated to reflect such wir@psgtions as discontinued operations in
accordance with Statement of Financial Accountitem&ards No. 144, "Accounting for the ImpairmenDisposal of Long-Lived

Assets" ("SFAS 144").

In connection with the Company's disposition ofwiseless operations to Alltel on August 1, 200%2 Company intends to file a combined
Form 8-K and Form 8-K/A on or about August 14, 208Rich will include, among other things, a prorfar statement of income for the year
ended December 31, 2001 as if its wireless operatiere sold as of January 1, 2001. Since the CoyfppRorm 10-K was filed prior to the
Company's March 19, 2002 announcement of the @@eement, certain parts of the Form 10-K previpdit#dd must be restated to reflect
the wireless operations as discontinued operatioascordance with SFAS 144. This Report on Foria@sdates through March 19, 2002
Items 6, 7 and 8 of the Company's Form 10-K (arttk8ale 1l thereto) that are affected by the clasaiion of the Company's wireless
operations as discontinued operations. In additlie,Report updates a small number of paragrapheiins 1 and 2 of the Company's Form
10-K to reference or reflect the Company's exeoutibthe Sales Agreement on March 19, 2002. Aleottems of the Form 10-K remain
unchanged.

In addition, certain additional disclosures haverbmade related to reflect net income and earmpegshare, as adjusted, in accordance with
the requirements of Statement of Financial AccagnStandards No. 142, "Goodwill and Other Intaregisésets".

Finally, the line item "Cost of sales and operagxgenses" on the face of the Consolidated Statisnoéincome has been changed to read
"Cost of sales and operating expenses (exclusidepfeciation and amortization)" in response toraroent letter dated July 31, 2002 thal
Company received from the Securities and Excharggarfission.

No attempt has been made to update matters inatme E(-K except to the extent expressly provided abovkdi&closures in the Form 1K;
including those reflected in the updated items Wwelmntinue to speak only as of March 15, 2002epkto the extent updated through Ma



19, 2002 to reflect the Company's execution ofShkes Agreement. For information on developmemisesihese dates, please refer to the
Company's reports filed after such dates undeB#wirities Exchange Act of 1934.

PART |
Item 1. Business

General. CenturyTel, Inc. ("CenturyTel") is a ratabintegrated communications company engaged pifinia providing local exchange
telephone services and wireless communicationscesrvor the year ended December 31, 2001, lachlamge telephone operations
provided 90% of the consolidated revenues frominairtg operations of CenturyTel and its subsid&(ibe "Company"). All of the
Company's operations are conducted within the pental United States.

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

At December 31, 2001, the Company's majority-owawedi operated cellular systems (i) served approxiiyna97,000 customers in 19
Metropolitan Statistical Areas ("MSAs") and 22 Rusarvice Areas ("RSAs") in Michigan, Louisiana kAnsas, Mississippi, Wisconsin and
Texas and (ii) had access to approximately 7.8amiltellular pops (the estimated population ofdiged cellular telephone markets multiplied
by the Company's proportionate equity intereshalicensed operators thereof). At December 311 20@ Company also owned minority
equity interests in 10 MSAs and 22 RSAs, repreagrdapproximately 2.0 million cellular pops. Accardito data derived from published
sources, the Company is the eighth largest celtalaphone company in the United States basedeo@dimpany's 9.8 million aggregate pc
In August 2001, the Company announced that it doging the separation of its wireless businesmfits other operations. On March 19,
2002, the Company entered into a definitive agresrnwesell its wireless operations to an affiliafeALLTEL Corporation ("Alltel") in
exchange for $1.65 billion in cash, subject toaiaradjustments and contingencies. As a resulidi sgreement, the Company's wireless
operations have been restated as discontinuedtmperén the Company's financial information praserherein. For more information, see
"Wireless Operations."

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

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

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

0 On July 31, 2000, Spectra Communications Grolyg, (!Spectra") purchased approximately 127,0000tebme access lines and related
local exchange assets comprising 107 exchangesgihoot Missouri for approximately $297 million cagts of December 31, 2001, the
Company owns 75.7% of Spectra, which was orgarizeadquire and operate these Missouri propertieslosing, the Company made a
preferred equity investment in Spectra of approxatye$55 million (which represented a 57.1% intgrasd financed substantially all of the
remainder of the purchase price. In the first qeraot 2001, the Company purchased an addition&Pa8nterest in Spectra for $47.1 million.

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

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

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

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

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



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

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

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

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

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

The assets to be purchased will include (i) afifiabne access lines (which numbered approxima?yd80 as of December 31, 2001) and
related property and equipment comprising Veriztotal exchange operations in 98 exchanges in pnadmtly rural and suburban markets
throughout Missouri, several of which are adjadergroperties currently owned and operated by th@any, (ii) all telephone access lines
(which numbered approximately 304,000 as of Decer@ibe2001) and related property and equipment cising Verizon's local exchange
operations in 90 exchanges in predominantly ruralkets throughout Alabama, (iii) Verizon's asseisdito provide digital subscriber line
("DSL") and other high speed data services withenpgurchased exchanges in both states and (ivdspmately 2,800 route miles of fiber
optic cable within the purchased exchanges in btattes. The acquired assets will not include Verizoellular, PCS, long distance, dial-up
Internet, or directory publishing operations, g@hts under various Verizon contracts, includingstheelating to customer premise equipment.
The Company will not assume any liabilities of \Zer other than those associated with contracts|oymes, facilities and certain other as
transferred in connection with the purchases. Turelase price will be adjusted to, among othergshiri) reimburse Verizon for certain pre-
closing costs and (ii) compensate the Company if2de fails to attain certain specified pre-closoapital expenditure targets. The aggregate
effect of these adjustments is not expected to &temal.

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

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

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

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

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

TELEPHONE OPERATIONS



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

December 31, 2001 December 31, 2000
Number of Percent of Number of Percent of
State access lines access lines access lines access lines
Wisconsin 498,331 (1) 28% 498,234 (1) 28%
Arkansas 271,617 15 278,155 15
Washington 189,868 11 189,341 11
Missouri 130,651 (2) 7 129,944 (2) 7
Michigan 114,643 6 114,325 6
Louisiana 104,043 6 103,091 6
Colorado 97,571 6 95,509 5
Ohio 84,636 5 85,308 5
Oregon 78,592 4 79,663 5
Montana 65,974 4 65,966 4
Texas 51,451 3 51,387 3
Minnesota 31,110 2 30,910 2
Tennessee 27,660 2 27,781 2
Mississippi 23,579 1 23,435 1
New Mexico 6,396 - 6,295 -
Idaho 6,119 - 6,197 -
Indiana 5,490 - 5,425 -
Wyoming 5,408 - 5,108 -
lowa 2,072 - 2,048 -
Arizona 1,937 - 1,920 -
Nevada 495 - 523 -
1,797,643 100% 1,800,565 100%

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

As indicated in the following table, the Company lggnerally experienced growth in its telephoneamns over the past several years, a
substantial portion of which was attributable te fluly and September 2000 acquisitions of teleppomeerties from Verizon, the December
1997 acquisition of PTI, the acquisitions of ottedephone properties and the expansion of servicesrtion of the Company's access line

growth was offset by the May 1999 sale of the ComyfsaAlaska telephone operations.

Year ended or as of December 31,
2001 2000 1999 1998 1997
(Doll ars in thousands)

Access lines 1,797,643 1,800,565 1,272,867 1,346,567 1,203,650

% Residential 76% 76 75 74 74

% Business 24% 24 25 26 26
Operating revenues $ 1,505,733 1,253,969 1,126,112 1,077,343 526,428
Capital expenditures $ 351,010 275,523 233,512 223,190 115,854

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

Services

The Company's local exchange telephone subsidideiege revenue from providing (i) local teleph@®svices, (i) network access services
and (iii) other related services. The followingleateflects the percentage of telephone operatmgnues derived from these respective

services:

2001 2000 1999
Local service 32.6% 32.6 31.4
Network access 58.1 58.0 58.1

Other 9.3 9.4 10.5




100.0% 1 00.0 100.0

Local service. Local service revenues are derivach fthe provision of local exchange telephone ses/in the Company's service areas.
Access lines declined 0.2% in 2001. Internal actieeggrowth during 2000 and 1999 was 2.8% and 4 @&pectively. The decline in inter|
access line growth during 2001 was substantiallytdithe slowing growth in the Company's servieaardue to general economic conditi
and disconnecting service to customers for non-geym

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

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

Certain of the Company's intrastate network acomssnues are derived through access charges bifldte Company to intrastate long
distance carriers and other LEC customers. Suchsiigite network access charges are based ondaiftess charges, which are subject to
state regulatory commission approval. Additionatigrtain of the Company's intrastate network acoagsnues, along with intrastate and
intra-LATA (Local Access and Transport Areas) laligtance revenues, are derived through revenuenghairangements with other LECs.

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

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

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

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

Certain of the Company's telephone subsidiariesivedong-term financing from the Rural UtilitiegiSice ("RUS") or the Rural Telephone
Bank ("RTB"). The RUS has made long-term loan®teghone companies since 1949 for the purpose miiwing telephone service in rural
areas. The RUS continues to make new loans atstteates that range from 5% to 7% based on borrquadifications and the cost of funds
to the United States government. The RTB, estadudish 1971, makes long-term loans at interest ta@eed on its average cost of funds as
determined by statutory formula (which ranged fre®2 to 6.0% for the RTB's fiscal year ended Septm30, 2001), and in some cases
makes loans concurrently with RUS loans. Much ef@ompany's telephone plant is pledged or mortgagedcure obligations of the
Company's telephone subsidiaries to the RUS and. Ri@& Company's telephone subsidiaries that hanewed from government agencies
generally may not loan or advance any funds to @gmel, but may pay dividends if certain finanaalvenants are met.

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

Traditionally, LECs have operated as regulated mofies. Consequently, most of the Company's teleplaperations have traditionally be
regulated extensively by various state regulatgenaies (generally called public service commissi@npublic utility commissions) and by
the FCC. As discussed in greater detail below,ggessf the Telecommunications Act of 1996 (the 8.88t"), coupled with state legislative
and regulatory initiatives and technological chandmas fundamentally altered the telephone industmeducing the regulation of LECs and
permitting competition in each segment of the tetare industry. CenturyTel anticipates that theseds towards reduced regulation and
increased competition will continue.

State regulation. The local service rates andstdta access charges of substantially all of theg2my's telephone subsidiaries are regulated
by state regulatory commissions. Most of such cassimins have traditionally regulated pricing throlgite of return” regulation that focus
on authorized levels of earnings by LECs. Mosthese commissions also (i) regulate the purchassaedf LECs, (ii) prescrik



depreciation rates and certain accounting procedamd (iii) regulate various other matters, inahgdcertain service standards and operating
procedures.

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

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

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

The Company's Arkansas LECs, excluding the recexttyuired Verizon properties, are regulated undalgrnative regulation plan adopted
in 1997, which initially froze access rates forehryears, after which time such rates can be adjlstsed on an inflation-based factor. Local
service rates can be adjusted without commissipnoapl; however, such rates are subject to comorissview if certain petition criteria are
met. In addition, since 1995 the Company's MichigB&s have been subject to a regulatory struchatfocuses on price and quality of
service as opposed to traditional rate of retugulaion, and which relies more on existing fedarad state law regarding antitrust consumer
protection and fair trade to provide safeguardsémpetition and consumers.

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

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

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

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

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



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

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

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

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

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

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

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

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

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

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

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

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



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

As a result of these regulatory developments, inemhLECs ("ILECS") increasingly face competitioarh competitive local exchange
carriers ("CLECs"), particularly in high populatianeas. CLECs provide competing services througllieg the ILECs' local services,
through use of the ILECs' unbundled network elesienthrough their own facilities. The number ofmanies which have requested
authorization to provide local exchange servicshemCompany's service areas has increased subffaimtirecent years, especially in the
Company's Verizon markets acquired in 2000, aigla@hticipated that similar action may be takerothers in the future.

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

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

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

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

The Company anticipates that the traditional openatof LECs will continue to be impacted by congd technological developments as \

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

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

WIRELESS OPERATIONS

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

Cellular Industry

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

Initially, all radio transmissions of cellular sgsts were conducted on an analog basis. Technolatgealopments involving the application
of digital radio technology offer certain advantageer analog technologies, including expandingcpacity of mobile communications
systems, improving voice clarity, permitting théraduction of new services, and making such systam® secure. Digital service is now
available in 100% of the Company's MSA markets approximately 65% of its RSA markets. ApproximatgBf6 of the Company's cellular
customers currently subscribe to digital serviéesdiscussed further below, several large wiretessers have taken initial steps to develop
"next generation" technologies capable of providénganced digital wireless services. For additiamfakrmation, see-Regulation ant



Competition-Developments Affecting Wireless Comipeti."
Construction and Maintenance

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

Over the past several years the Company has upghradst of its wireless systems to be capable ofigiag digital service under the Time
Division Multiple Access ("TDMA") standard, whick bne of the four primary digital cellular standaodirrently used worldwide. The
Company intends to continue installing digital wwicansmission facilities in other markets in 2088e "-Regulation and Competition-
Developments Affecting Wireless Competition." Capéxpenditures related to majority-owned and deeravireless systems totaled
approximately $71.2 million in 2001. Such capitgbenditures for 2002 are anticipated to be apprakéhy $65 million.

Strategy

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

The Company has also traditionally targeted roamsemyice revenues, which are derived from callseriadne of the Company's service
areas by customers of other cellular carriers fother service areas. In exchange for providing ingreervice to customers of other carriers,
the Company has traditionally charged premium ratesost of these other carriers, who then fredugraiss on some or all of these premi
rates to their own customers. The Company's Mighigauisiana and Mississippi cellular propertiegyide service to various interstate
highway corridors. As indicated elsewhere in Itelvend 7 of this Report, the Company has increagirggleived pressure from other cellular
operators to reduce substantially its roaming r&8eg "-Services, Customers and System Usage."

Marketing

The Company markets its wireless services throeghrsl distribution channels, including its dirsates force, retail outlets owned by the
Company and independent agents. All sales emplaym@dsertain independent agents solicit customelsigively for the Company.
Company sales employees are compensated by sathigoenmission and independent sales agents aregaichissions. The Company
advertises its services through various meangjdnay direct mail, billboard, magazine, radio, t&&n and newspaper advertisements.

The sales and marketing costs of obtaining newcsildess include advertising and a direct expengdicgble to most new subscribers, either
in the form of a commission payment to an agerincentive payment to a direct sales employeadtfition, the Company discounts the
cost of cellular telephone equipment sold to itsteamers, and periodically runs promotions whichweaiertain fees or provide some amount
of free service to new subscribers. The averageat@cquiring each new customer ($276 in 2001)aiesione of the larger expenses in
conducting the Company's wireless operations. daneyears, the Company has sought to lower tlisage cost by focusing more on its
direct distribution channels. The Company opengfirist retail outlet in 1994, and currently opesai30 such outlets. During 2001,
approximately 54% of new cellular customers wermgealdthrough direct distribution channels, up fror3during 1996.

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

Services, Customers and System Usage

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

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



Cellular customers come from a wide range of octtapa and typically include a large proportion dlividuals who work outside of their
office. In recent years, the individual consumerkethas generated a majority of new customer madit The Company's average monthly
revenue (excluding equipment sales) per custondinge to $46 in 2001 from $49 in 2000 and $53989. Such average revenue per
customer is expected to further decline (i) as cstitipe pressures (including those causing furteductions in service rates) from current
and future wireless communications providers infgrand

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

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

Churn rate (the average percentage of cellulaoousts that terminate service each month) is arsinghwide concern. A significant portion
of the churn in the Company's markets is due tadCbapany disconnecting service to cellular custeni@r nonpayment of their bills. In
addition, the Company faces substantial competftiom other wireless providers, including PCS pders. The Company's average monthly
churn rate, excluding prepaid customers, in itsoniig-owned and operated markets was 2.33% in 200@i11.95% in 2000. The Company is
attempting to lower its churn rate by increasirsgpitoactive customer service efforts and implenngrdidditional customer retention
programs.

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

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

Year ended or at December 31,

2001 2000 1999
Majority-owned and operated MSA and RSA systems (No te 1):
Cellular systems operated 41 41 42
Cell sites 739 743 7 11
Population of systems operated (Note 2) 8,435,303 8,219,411 8,267,1 40
Customers (Note 3):
At beginning of period 751,200 707,486 624,2 90
Gross units added internally 316,353 339,247 240,0 84
Disconnects 270,213 284,880 146,3 25
Net units added internally 46,140 54,367 93,7 59
Effect of property dispositions - (10,653) (10,56 3)
At end of period 797,340 751,200 707,4 86
Market penetration at end of period (Note 4) 9.5% 9.1 8 .6
Churn rate (Note 5) 2.33% 1.95 2. 02
Average monthly revenue per customer
(excluding equipment sales) $ 46 49 53
Construction expenditures (in thousands) $ 71,212 58,468 58,7 60

For additional information, see "- The Company'saMiss Interests."
Notes:

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

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

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

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

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

The Company's Wireless Interests

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



December 31, 2001:

2001
population Own
(Note 1) perc

Majority-owned and operated MSAs

Pine Bluff, AR 84,238 100
Texarkana, AR/TX 144,094 89
Alexandria, LA 146,435 100
Monroe, LA 147,664 87
Shreveport, LA 393,621 87
Battle Creek, Ml 195,425 97
Benton Harbor, Ml 162,564 97
Grand Rapids, Ml 821,985 97
Jackson, Ml 159,831 97
Kalamazoo, Ml 317,578 97
Lansing-E. Lansing, Ml 510,828 97
Muskegon, Ml 198,258 97
Saginaw-Bay City-

Midland, Ml 403,446 91
Biloxi-Gulfport, MS (Note 4) 249,177 96
Jackson, MS (Note 4) 444,847 90

Pascagoula, MS (Note 4) 132,646 89
Appleton-Oshkosh-

Neenah, WI 525,133 98
Eau Claire, WI 149,160 55
LaCrosse, WI 107,813 95

5,294,743

Minority-owned MSAs (Note 2)

Little Rock, AR 589,276 36
Lafayette, LA 274,869 49
Detroit, Ml 4,797,951 3
Flint, MI 508,544 3
Rochester, MN 125,624 2
Austin, TX 1,188,290 35
Dallas-Ft. Worth, TX 5,209,993 0
Sherman-Denison, TX 111,766 0
Madison, WI 743,317 9
Milwaukee, WI 2,046,433 17
15,596,063
Total MSAs 20,890,806
2001

population ~ Owne
(Note 1)  perce

Operated RSAs

Arkansas 2 92,157 82
Arkansas 3 106,308 82
Arkansas 11 67,763 89
Arkansas 12 189,169 80
Louisiana 1 113,463 87
Louisiana 2 115,297 87
Louisiana 3 B2 97,933 87
Louisiana 4 73,009 100
Michigan 1 203,027 100
Michigan 2 115,455 100
Michigan 3 177,294 48
Michigan 4 142,573 100
Michigan 5 171,415 48
Michigan 6 150,589 98
Michigan 7 258,248 56
Michigan 8 106,803 97
Michigan 9 306,229 43

Mississippi 2 (Note 3) 260,887 100
Mississippi 5 (Note 3) 160,771 100
Mississippi 6 (Note 3) 189,816 100

The
Company's
ership pops at
entage 12/31/01

.00% 84,238
.00 128,244
.00 146,435
.00 128,468
.00 342,450
.00 189,562
.00 157,687
.00 797,325
.00 155,036
.00 308,051
.00 495,503
.00 192,310
.70 369,960
.45 240,334
.22 401,333
.20 118,324
.85 519,082
.50 82,784
.00 102,422
4,959,548
.00% 212,139
.00 134,686
.20 153,438
.20 16,263
.81 3,530
.00 415,902
.50 26,050
.50 559
.78 72,689
.96 367,601
1,402,857
6,362,405
The
Company's

rship pops at
ntage 12/31/01

.00 75,569
.00 87,173
.00 60,309
.00 151,335
.00 98,713
.00 100,308
.00 85,202
.00 73,009
.00 203,027
.00 115,455
.63 86,217
.00 142,573
.63 83,358
.00 147,577
.07 144,801
.00 103,599
.38 132,842
.00 260,887
.00 160,771
.00 189,816



Mississippi 7 (Note 3) 189,640 100 .00 189,640

Texas 7 B6 57,827 89 .00 51,466
Wisconsin 1 119,161 42 .21 50,295
Wisconsin 2 86,462 99 .00 85,597
Wisconsin 6 121,350 57 .14 69,343
Wisconsin 7 297,526 22 .70 67,544
Wisconsin 8 242,013 84 .00 203,291
4,212,185 3,219,717
The

2001 Company's

population Own ership pops at

(Note 1)  perce ntage 12/31/01

Non-operated RSAs (Note 2)

lowa 6 158,681 2 .81 4,459
lowa 13 66,055 2 .81 1,856
lowa 14 105,808 2 .81 2,973
lowa 15 84,042 2 .81 2,362
lowa 16 103,444 2 .81 2,907
Michigan 10 139,533 26 .00 36,279
Minnesota 7 174,808 2 .81 4,912
Minnesota 8 67,698 2 .81 1,902
Minnesota 9 133,478 2 .81 3,751
Minnesota 10 241,116 2 .81 6,775
Minnesota 11 213,810 2 .81 6,008
Washington 5 65,020 8 A7 5,508
Washington 8 139,467 7 .36 10,259
Wisconsin 3 144,095 42 .86 61,755
Wisconsin 4 125,177 25 .00 31,294
Wisconsin 5 98,314 2 .81 2,763
Wisconsin 10 131,491 22 .50 29,586
2,192,037 215,349

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

Notes:

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

Competitors. The number of competitors in eacthef@ompany's MSA and RSA markets range from omdgtat. Such competitors include,
but are not limited to, Cingular, AT&T, Verizon, @ennial, Sprint, Nextel, Voicestream and U. SI@at.

Other wireless interests. The Company owned at mbee 31, 2001 (i) licenses to provide personal caminations services ("PCS")
representing approximately 3.0 million pops angd3@é local multi-point distribution system ("LMDSIIEenses representing approximately
12.6 million pops. The Company intends to use déigroof its LMDS licenses in connection with itsseompetitive local exchange business
described below under "Other Operations.” The Campacurrently evaluating its options with respecthe remainder of these licenses,
some of which will lapse if not used by the Compamycertain specified dates.

Operations

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

A substantial number of the cellular systems in R®perated by the Company are also owned by linoitegeneral partnerships in which the
Company is either the general or managing parther'RSA Partnerships"). These partnerships aremed by partnership agreements with
varying terms and provisions. In many of thesergaghips, the noncontrolling partners have thet tiglvote on major issues such as



annual budget and system design. In a few of thageerships, the Company's management positifom &limited term (similar to a
management contract) and the other partners ipateaership have the right to change managers,awithithout cause. The Company owns
less than 50% of some of the RSA Partnershipsttbaerates.

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

Revenue

The following table reflects the major revenue gatées for the Company's discontinued wireless atpmrs as a percentage of discontinued
wireless operating revenues in 2001, 2000 and 1@@Rially all of these revenues were derived froeflular operations.

2001 2000 1999
Access fees and toll revenues 76.9% 74.2 72.2
Roaming 20.6 22.5 25.2
Equipment sales 2.5 3.3 2.6

100.0% 100.0 100.0

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

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

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

Cellular licensing and regulation. The term "MSA&ams a Metropolitan Statistical Area for which B@&C has granted a cellular operating
license. The term "RSA" means a Rural Service Aoeavhich the FCC has granted a cellular operdimense. During the 1980's and early
1990's, the FCC awarded two 10-year licenses taigeaellular service in each MSA and RSA markeitidlly, one license was reserved for
companies offering local telephone service in tlaekmat (the wireline carrier) and one license waalatble for firms unaffiliated with the

local telephone company (the non-wireline carrigipce mid-1986, the FCC has permitted telephongpemies or their affiliates to acquire
control of nonwireline licenses in markets in which they do nolchinterests in the wireline license. The FCC isaged a decision that gra
a renewal expectancy during the license renewaén incumbent licensees that substantially cgmagth the terms and conditions of their
cellular authorizations and the FCC's regulatidie licenses for the MSA markets operated by th@@my were initially granted between
1984 and 1987, and licenses for operated RSAs witiadly granted between 1989 and 1991. Thustfee,Company has received 10-year
extensions of all of its licenses that have beceuigect to renewal since their original grant dates

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

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

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

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

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

addition, some state authorities regulate certsreets of a cellular operator's business, includartpin aspects of pricing, the resale of long
distance service to its customers, the technicahgements and charges for interconnection withate wireline network, and the transfel



interests in cellular systems. The siting and aoicsibn of the cellular facilities may also be sedijto state or local zoning, land use and other
local regulations, as well as the increasing pd#gilof local community opposition to new towers.

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

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

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

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

Several FCC initiatives over the past decade haselted in the allocation of additional radio spet or the issuance of licenses for
emerging mobile communications technologies thatcampetitive with the Company's cellular and tetape operations, including PCS.
Although there is no universally recognized defamitof PCS, the term is generally used to refeviteless services to be provided by
licensees operating in the 1850 MHz to 1990 MHza&dquency band using microcells and high-capatigital technology. In 1996 and
early 1997 the FCC auctioned up to six PCS licepsesnarket. Two 30MHz frequency blocks were awdrde each of the 51 Rand
McNally Major Trading Areas ("MTAs"), while one 30Nt and three 10MHz frequency blocks were awarde@dagh of the 493 Rand
McNally Basic Trading Areas ("BTAs"). Additional fure auctions of radio spectrum will further intépgompetition.

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

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

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

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

0 Second, several large wireless carriers haventsieps to provide wireless data, short messagidgther enhanced "next generation”
digital wireless services. In connection therewdttiveral large domestic carriers that currentlythe€TDMA standard have either announced
their intention to abandon the TDMA standard oréhbegun to overlay their TDMA systems with additibnetwork elements permitting
packet data transmissions. The Company is evalyatirether the opportunity to derive additional mawes from these enhanced services
justify the capital costs necessary to providedlsesvices. If the Company elects to continue &othhis TDMA standard or to foreg
implementation of "next generation" technology ervices, there can be no assurance that the Convglitpe able to receive support from
vendors or to compete effectively against compang@sg different technologies or offering more sezs.



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

In August 2001, the Company announced that it wptoeing the separation of its wireless businesafits other operations. On March 19,
2002, the Company entered into a definitive agreeruesell its wireless operations to an affiliafeAlltel in exchange for $1.65 billion in
cash, subject to certain adjustments and contingenas a result of such agreement, the Compariyétess operations have been restated as
discontinued operations in the Company's finarinf@rmation presented herein.

OTHER OPERATIONS

The Company provides long distance, Internet accesspetitive local exchange services, broadbartal dacurity monitoring, and other
communications and business information serviceeitain local and regional markets. The resulthe$e operations, which accounted for
10.3% and 5.2%, respectively, of the Company'saaieted revenues and operating income from coimtghaperations during 2001, are
reflected for financial reporting purposes in tigther operations" section.

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

Internet access. The Company began offering tcaditiinternet access services to its telephon@mests in 1995. In late 1999, the Company
began offering in select markets digital subscrlber ("DSL") Internet access services, a high-sga®mium-priced data service. At
December 31, 2001, the Company provided Internsdszcservices to a total of approximately 144,8@amers, 119,300 of which receive
traditional dial-up Internet service in select nedskin 16 states (which markets represent 87%eoétitess lines served by the Company's
LECs), and 25,500 of which receive DSL servicemarkets that cover approximately 61% of the acliees served by the Company's LE

Competitive local exchange services. In late 2808 Company began offering competitive local exgeatelephone services, coupled with
long distance, wireless, Internet access and @berpany services, to small to medium-sized busesissMonroe and Shreveport,
Louisiana. In late 2001, the Company began offesingjlar services in Grand Rapids and Lansing, lgigh. On February 28, 2002, the
Company purchased the fiber network and customsr bBKMC Telecom's operations in Monroe and Shyexg Louisiana, which will
allow the Company to offer broadband services &iamers in these markets.

Broadband data. In connection with its long-ranig@$to sell capacity to other carriers in or maatain of its select markets, the Company
began providing service in the second quarter 6l20 customers over a recently constructed 706-fiier optic ring connecting several
communities in southern and central Michigan.

Security monitoring. The Company offers 24-hourdbary and fire monitoring services to approximate}950 customers in select markets in
Louisiana, Arkansas, Mississippi, Texas and Ohio.

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

Certain service subsidiaries of the Company proirid&allation and maintenance services, materradssaipplies, and managerial, technical,
accounting and administrative services to the tedep and wireless operating subsidiaries. In agdithe Company provides and bills
management services to subsidiaries and in certstances makes interest-bearing advances to gneswstruction of plant, purchases of
equipment or acquisitions of other businesses. & tragsactions are recorded by the Company's tegiulelephone subsidiaries at their cost
to the extent permitted by regulatory authoritietercompany profit on transactions with regulaéfiates is limited to a reasonable return
on investment and has not been eliminated in cdimmewith consolidating the results of operatiof€enturyTel and its subsidiaries. Such
intercompany profit is reflected in operating inaoin "Other operations".

FORWARD-LOOKING STATEMENTS

This report on Form 10-K and other documents filgdhe Company under the federal securities laeiside, and future oral or written
statements or press releases of the Company am@itagement may include, certain forward-lookirgeshents, including without limitation
statements with respect to the Company's antiaiffatere operating and financial performance (idotg the impact of pending acquisitior
financial position and liquidity, growth opportuieis and growth rates, business prospects, regulatm competitive outlook, investment and
expenditure plans, investment results, financingoofunities and sources (including the impact véficings on the Company's financial
position, financial performance or credit rating®jcing plans, strategic alternatives, businestesgies, and other similar statements of
expectations or objectives that are highlighteavbyds such as "expects,” "anticipates,” "intentjglidns," "believes," "projects," "seeks,"
"estimates," "hopes," "should,” and "may," and atoins thereof and similar expressions. Such fal-looking statements are inheren



speculative and are based upon several assumptoierning future events, many of which are outeidie Company's control. The
Company's forward-looking statements, and the apsans upon which such statements are based, bjecsto uncertainties that could
cause the Company's actual results to differ natgifrom such statements. These uncertaintiesidecbut are not limited to those set forth
below:

o the Company's ability to timely consummate itagheg acquisitions and effectively manage its ghgurcluding without limitation the
Company's ability to (i) obtain financing and regfoky approvals of its pending acquisitions on eaoceptable to the Company, (i) integ
newly-acquired operations into the Company's opmrsf (iii) attract and retain technological, maaaal and other key personnel to work at
the Company's Monroe, Louisiana headquarters aomagoffices, (iv) achieve projected economiesadle and cost savings, (v) achieve
projected growth and revenue targets developeddnagement in valuing newly-acquired businessegsupgrade its billing and other
information systems and (vii) otherwise monitorafserations, costs, regulatory compliance, andeiuality and maintain other necessary
internal controls.

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

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

o the effects of ongoing changes in the regulaticthe communications industry, including withommitation (i) changes as a result of the
1996 Act and other similar federal and state legjish and federal and state regulations enacteduhder, (ii) greater than anticipated
interconnection requests or competition in the Canyts predominately rural local exchange telephnagkets resulting therefrom, (iii)
greater than anticipated reductions in revenuesived from the Universal Service Fund or otherentior future federal and state support
funds designed to compensate LECs that providecssrin high-cost markets,

(iv) the final outcome of regulatory and judiciabpeedings with respect to interconnection agreésnév) future judicial or regulatory
actions taken in response to the 1996 Act andiftilre legislation or regulations addressing paétrbncerns about radio frequency
emissions from wireless handsets and base statiotfse potential hazards of using wireless phavige driving motor vehicles.

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

o possible changes in the demand for the Companythicts and services, including without limitati@nlower than anticipated demand for
traditional or premium telephone services or fatiidnal access lines per household, (ii) lowemnthaticipated demand for wireless telept
services, whether caused by changes in economditems, technology, competition, health concernstberwise, (iii) lower than anticipat
demand for the Company's DSL Internet access sx\el EC services or broadband services and (@aed demand for the Company's
access or billing and collection services.

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

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

o any difficulties in the Company's ability to exykthrough attractively priced acquisitions, whett@used by financing constraints, a
decrease in the pool of attractive target compaoiesompetition for acquisitions from other intsted buyers.

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

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

o the lack of assurance that the Company can cengffeictively against better-capitalized compesitor
o the future applicability of SFAS 71 to the Comyanelephone subsidiaries.

o the effects of more general factors, includinthait limitation:



- changes in general industry and market conditaorsgrowth rates

- changes in interest rates or other general ratioegional or local economic conditions

- changes in legislation, regulation or public pgliincluding changes in federal rural financinggmams

- unanticipated increases in capital, operatingdministrative costs, or the impact of new busirggsortunities requiring significant up-front
investments

- the continued availability of financing in amosnand on terms and conditions, necessary to sugio€ompany's operations

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

- unfavorable outcomes of regulatory or legal pealtiegs, including rate proceedings and environnig@nteeedings

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

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

- changes in accounting policies or practices astbgbluntarily or as required by generally acceptecbunting principles.

For additional information, see the descriptioritef Company's business included above, as weléas1 of this report. Due to these
uncertainties, you are cautioned not to place umdii@nce upon the Company's forward-looking statets, which speak only as of the date
made. The Company undertakes no obligation to @palatevise any of its forward-looking statementsany reason.

OTHER MATTERS

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

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

Item 2. Properties.

The Company's properties related to continuing atp@rs consist principally of telephone lines, cahbffice equipment, and land and
buildings related to telephone operations. As ofddpeber 31, 2001 and 2000, the Company's grossiyop&ant and equipment of
approximately $5.7 billion and $5.4 billion, respeely, consisted of the following:

December 31,

2001 2000
Telephone operations
Cable and wire 52.5% 52.3
Central office 31.9 30.7
General support 5.9 6.1
Information origination/termination 0.7 1.0
Construction in progress 11 25
Other 0.1 0.1
92.2 92.7
Other 7.8 7.3
100.0% 100.0

"Cable and wire" facilities consist primarily of tied cable and aerial cable, poles, wire, conduit @ops. "Central office equipment"
consists primarily of switching equipment, circeguipment and related facilities. "General suppootisists primarily of land, buildings,
tools, furnishings, fixtures, motor vehicles andrkvequipment. "Information origination/terminatiequipment” consists primarily of premi
equipment (private branch exchanges and telephdoesificial company use. "Construction in proggescludes property of the foregoing
categories that has not been placed in servicaibegtis still under construction.

Most of the properties of the Company's telephaisigliaries are subject to mortgages securingebé af such companies. The Company
owns substantially all of the central office builgs, local administrative buildings, warehouses, storage facilities used in its telephone
operations. For further information on the locatiord type of the Company's properties, see theigésos of the Company's telephone
operations in Item 1.

Item 6. Selected Financial Data.

The following table presents certain selected clifsied financial data (from continuing operatioas)of and for each of the years ended in
the five-year period ended December 31, 2001:

Selected Income Statement D



Year ended December 31,

2001 2000 1999 1998 199 7
(Dollars, exc ept per share amounts, and shares expressed in thou sands)
Operating revenues
Telephone $ 1,505,733 1,253,969 1,126,112 1,077,343 526,42 8
Other 173,771 148,388 128,288 91,915 67,35 1
Total operating revenues $ 1,679,504 1,402,357 1,254,400 1,169,258 593,77 9
Operating income
Telephone $ 423,420 376,290 351,559 334,604 177,78 2
Other 22,098 31,258 22,580 16,083 2,21 6

Corporate overhead costs
allocable to discontinued
operations (20,213) (21,411) (19,416) (14,957) (13,29 7)

Total operating income $ 425,305 386,137 354,723 335,730 166,70 1

Nonrecurring gains and
losses (pre-tax) $ 33,043 - 11,284 28,085 169,64 0

Income from continuing operations $ 144,146 124,229 135,520 117,128 181,14 2

Basic earnings per share from
continuing operations $ 1.02 .88 .97 .85 1.3 4

Basic earnings per share from
continuing operations, as adjusted
for goodwill amortization $ 1.35 1.15 1.20 1.08 1.3 9

Diluted earnings per share from
continuing operations $ 1.01 .88 .96 .84 1.3 2

Diluted earnings per share from
continuing operations, as adjusted

for goodwill amortization $ 1.34 1.13 1.18 1.06 1.3 7
Dividends per common share $ .200 .190 .180 173 .16 4
Average basic shares outstanding 140,743 140,069 138,848 137,010 134,98 4

Average diluted shares
outstanding 142,307 141,864 141,432 140,105 137,41 2

December 31,

2001 2000 1999 1998 1997

(Dollars in thousands)

Net property, plant and

equipment $ 2,736,142 2,698,010 2,000,789 2,093,526 2,011,59 1
Excess cost of net assets

acquired, net $ 2,087,158 2,108,344 1,267,908 1,500,532 1,280,94 1
Total assets $ 6,318,684 6,393,290 4,705,407 4,935,455 4,709,40 1
Long-term debt $ 2,087,500 3,050,292 2,075,212 2,551,963 2,600,80 1
Stockholders' equity $ 2,337,380 2,032,079 1,847,992 1,531,482 1,300,27 2

See Items 7 and 8 for a discussion of the Compaligcentinued wireless operations.

The following table presents certain selected clitist@d operating data as of the end of each ofé¢laes in the five-year period ended
December 31, 2001:



Year ended December 31,

2001 200 0 1999 1998 1997
Telephone access lines 1,797,643 1,800, 565 1,272,867 1,346,567 1,203,650
Long distance customers 465,872 363, 307 303,722 226,730 171,962

See ltems 1 and 2 in Part |, Item 7 in Part |l pates 1, 2 and 6 of Notes to Consolidated Finar8talements set forth in ltem 8 elsewhere
herein for additional information.

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

Results of Operations
Overview

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

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

On May 14, 1999, the Company sold substantiallpgills Alaska-based operations serving approxiiyéid4,900 telephone access lines and
3,000 cellular subscribers. On June 1, 1999, thegamy sold the assets of its Brownsville and Mc@\ll€exas cellular operations serving
approximately 7,500 cellular subscribers. In Febr2900, the Company sold the assets of its remgiAlaska cellular operations serving
approximately 10,600 cellular subscribers. The apens of these disposed properties are includéigerfCompany's results of operations up
to the respective dates of disposition.

On March 19, 2002, the Company entered into a ilieBragreement to sell the stock of its wirelepsmtions to an affiliate of ALLTEL
Corporation ("Alltel") in exchange for $1.65 billidn cash, subject to certain adjustments and mgeticies. As a result of such agreement,
the Company's wireless operations for the years@2601, 2000 and 1999 have been restated as tiime@uhoperations on the Company's
consolidated statements of income and cash flowsturther information, see "Discontinued Operasibhelow.

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

The net income of the Company for 2001 was $343lid>m compared to $231.5 million during 2000 &$@39.8 million during 1999.
Diluted earnings per share for 2001 were $2.41 @vetto $1.63 in 2000 and $1.70 in 1999. Incomm fcontinuing operations (and diluted
earnings per share from continuing operations)$dal.1 million ($1.01), $124.2 million ($.88) anti3%.5 million ($.96) for 2001, 2000 and
1999, respectively.

Year ended December 31, 2001 2000 1999

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

Telephone $ 423,420 376,290 351,559

Other 22,098 31,258 22,580

Corporate overhead costs allocable

to discontinued operations (20,213)  (21,411) (19,416)

425,305 386,137 354,723

Nonrecurring gains and losses, net 33,043 - 11,284
Interest expense (225,523) (183,302) (150,557)
Minority interest (302) 1,397 (76)
Other income and expense 334 3,539 8,706
Income tax expense (88,711) (83,542) (88,560)
Income from continuing operations 144,146 124,229 135,520
Discontinued operations, net of tax 198,885 107,245 104,249
Net income $ 343,031 231,474 239,769

Net income, as adjusted for goodwill amortization $ 399,297 278,029 281,583




Basic earnings per share

From continuing operations $ 1.02 .88 .97

From continuing operations, as adjusted for

goodwill amortization $ 135 1.15 1.20

From discontinued operations $ 141 77 .75

From discontinued operations, as adjusted for

goodwill amortization $ 148 .84 .83

Basic earnings per share $ 243 1.65 1.72

Basic earnings per share, as adjusted for

goodwill amortization $ 283 1.98 2.03
Diluted earnings per share

From continuing operations $ 1.01 .88 .96

From continuing operations, as adjusted for

goodwill amortization $ 134 1.13 1.18

From discontinued operations $ 1.40 .76 .74

From discontinued operations, as adjusted for

goodwill amortization $ 147 .83 .81

Diluted earnings per share $ 241 1.63 1.70

Diluted earnings per share, as adjusted for

goodwill amortization $ 281 1.96 1.99
Average basic shares outstanding 140,743 140,069 138,848
Average diluted shares outstanding 142,307 141,864 141,432

During the three years ended December 31, 200X dhepany has recorded certain nonrecurring iteresiddome (and diluted earnings per
share) excluding nonrecurring items for 2001, 28060 1999 was $225.7 million ($1.59), $228.8 mill{$d.61), and $238.3 million ($1.69),
respectively. The following reconciliation tableosts how the amounts of various line items repouteder generally accepted accounting
principles were impacted by these nonrecurring stem

Year ended December 31, 2001 2000 1999

(Dollars, except per share
amounts, in thousands)

Operating income, as reported $ 425,305 386,137 354,723
Less: Nonrecurring operating expenses (1) (2,000) (504) (2,749)
Operating income, excluding nonrecurring items $ 427,305 386,641 357,472
Nonrecurring gains and losses, net, as reported $ 33,043 - 11,284
Less nonrecurring items:
Gain on sale of assets 58,523 - 11,284
Write down of non-operating assets (25,480) - -
Nonrecurring gains and losses, net, excluding
nonrecurring items $ - - -
Other income and expense, as reported $ 334 3,539 8,706
Less nonrecurring items:
Costs associated with unsolicited takeover propo sal (6,000) - -
Settlement of interest rate hedge contracts - (7,947) -
Other income and expense, excluding nonrecurring it ems $ 6,334 11,486 8,706
Income tax expense, as reported $ (88,711) (83,542) (88,560)
Less: Tax effect of nonrecurring items (8,666) 2,957 (2,964)
Income tax expense, excluding nonrecurring items $ (80,045) (86,499) (85,596)
Discontinued operations, net of tax, as reported $ 198,885 107,245 104,249
Less nonrecurring items:
Gain on sale of assets 185,133 20,593 51,524
Write down of non-operating assets (18,205) - -
Proportionate share of nonrecurring charges
recorded by entities in which the Company
owns a minority interest (10,054) (5,330) (6,860)
Company's share of gain on sale of assets 2,164 - -
Minority interest effect of gain on sale of asse ts (13) - (14,926)
Tax effect of nonrecurring items (58,032) (7,123)  (33,857)
Income from discontinued operations, net of tax,
excluding nonrecurring items $ 97,892 99,105 108,368



Net income, as reported $ 343,031 231,474 239,769

Less: Effect of nonrecurring items 117,370 2,646 1,452
Net income, excluding nonrecurring items $ 225,661 228,828 238,317
Basic earnings per share, as reported $ 243 1.65 1.72
Less: Effect of nonrecurring items .83 .02 .01

Basic earnings per share, excluding nonrecurring it ems $ 1.60 1.63 1.71
Diluted earnings per share, as reported $ 241 1.63 1.70
Less: Effect of nonrecurring items .82 .02 .01

Diluted earnings per share, excluding nonrecurring items $ 1.59 1.61 1.69
(1) Nonrecurring operating expenses for 2001 rela te to expenses incurred as

the result of an ice storm.

For additional information concerning the nonremgiitems described in the above table, see "Namrig Gains and Losses, Net", "Other
Income and Expense”, and "Discontinued Operations".

Contributions to operating revenues and operatingre by the Company's telephone and other opesatio each of the years in the three-
year period ended December 31, 2001 were as fall

Year ended December 31, 2001 2000 1999
Operating revenues
Telephone operations 89 7% 89.4 89.8
Other operations 10 3% 106 10.2
Operating income
Telephone operations 99 6% 974 99.1
Other operations 5 2% 81 64
Corporate overhead costs allocable
to discontinued operations (4 8)% (5.5 (5.5)

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

Telephone Operations

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

Year ended December 31, 2001 2000 1999

(Dollars in thousands)
Operating revenues

Local service $ 491,529 408,538 353,534

Network access 874,458 727,797 654,003

Other 139,746 117,634 118,575
1,505,733 1,253,969 1,126,112

Operating expenses



Plant operations 380,466 290,062 251,704

Customer operations 117,080 105,950 88,552
Corporate and other 186,483 163,761 160,631
Depreciation and amortization 398,284 317,906 273,666

1,082,313 877,679 774,553

Operating income $ 423,420 376,290 351,559

Local service revenues. Local service revenuesdeaiiged from the monthly provision of local exchariglephone services in the Company's
service areas. Of the $83.0 million (20.3%) inceciaslocal service revenues in 2001, $73.7 millias due to the acquisition of the Verizon
properties in 2000. The remaining $9.3 million &se was due to a $6.9 million increase due teased rates in certain jurisdictions and an
increase in the average number of customer adcessih incumbent markets and a $3.9 million inseedue to the increased provision of
custom calling features. Of the $55.0 million (®&)ancrease in local service revenues in 2000,346llion was due to the acquisition of 1
Verizon properties, which was partially offset b§®4.4 million decrease attributable to the salthefCompany's Alaska-based operations in
the second quarter of 1999. The remaining $22.Bomiincrease was due to a $16.4 million increasié average number of customer ac
lines in incumbent markets and a $5.4 million imsedue to the increased provision of custom galéatures. Access lines declined 0.2%
during 2001. Internal access line growth during®@6d 1999 was 2.8% and 4.8%, respectively. Thingeio internal access line growth
during 2001 is substantially due to the slowingvgtoin the Company's service areas due to geneoglognic conditions and disconnecting
customers for nonpayment.

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

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

2001 2000
increase increase
(decrease) (decrease)

(Dollars in thousands)

Acquisitions of Verizon properties in third quarter 2000 $ 139,866 75,938
Increased recovery from the federal Universal Servi ce Fund ("USF") 8,507 15,753
Disposition of Alaska properties - (23,348)
Partial recovery of increased operating costs throu gh
revenue sharing arrangements with other telephone companies,
increased minutes of use, increased recovery from state
support funds and return on rate base 13,204 3,637
Revision of prior year revenue settlement agreement s (16,876) 4,228
Other, net 1,960 (2,414)

$ 146,661 73,794

Other revenues. Other revenues include revenugedeio (i) leasing, selling, installing, maintaigiand repairing customer premise
telecommunications equipment and wiring ("CPE s&/l), (ii) providing billing and collection senés for long distance carriers and (iii)
participating in the publication of local directesi Other revenues increased $22.1 million in 2p€itarily due to a $20.5 million increase
attributable to revenues contributed by the Verigmperties. The remainder of the increase in 2084 due primarily to a $7.0 million
increase in revenues from CPE services (primatily h an increase in rates) which was partiallgeifby a $5.0 million decrease in billing
and collection revenues. Other revenues decre&Ed®0 in 2000, primarily due to a $6.3 milliorcoEase due to the sale of the Alaska
properties and a $5.4 million decrease from theipion of CPE services, which benefited in 1999 rsales to customers readying their
equipment for the Year 2000. Such decreases westantially offset by a $10.8 million increaseiftitable to revenues contributed by the
Verizon properties.

Operating expenses. Plant operations expensegd20bi and 2000 increased $90.4 million (31.2%)$8®14 million (15.2%), respectively.
Of the $90.4 million increase in 2001, $87.3 milliwas attributable to the properties acquired figrizon. The remaining $3.1 million
increase was primarily due to a $6.1 million ing@én salaries and benefits, a $2.7 million incedasnetwork operations expenses and a $2.€
million increase in digital subscriber line ("DSL&xpenses. Such increases were substantially af§s21$9.9 million decrease in engineering
expenses. Of the $38.4 million increase in 2004, &4nillion was attributable to the properties doggifrom Verizon, which was partially
offset by a $13.0 million decrease due to the shthe Alaska properties. The remaining $6.6 millincrease was primarily due to a $4.7
million increase in salaries and benefits and 4 $#llion increase in network operations and enejiitegy expenses.

Customer operations, corporate and other expensesased $33.9 million (12.6%) in 2001 and $20.5oni(8.2%) in 2000. Of the $33.9
million increase in 2001, $42.5 million relatedth@ Verizon properties. The remaining $8.6 millaetrease in 2001 was primarily due 1



$4.3 million decrease in the provision for doubtiatounts and a $3.1 million decrease in operasirgs. Of the $20.5 million increase in
2000, $34.0 million related to the Verizon propestiwhich was partially offset by an $11.4 millidecrease due to the sale of the Alaska
properties in 1999. The remaining $2.1 million @ase in 2000 was primarily due to a $5.6 millionrdase in contract labor expenses
primarily associated with nonrecurring costs inedrin 1999 attributable to readying the Compangssesn to be Year 2000 compliant and an
$8.2 million decrease in operating taxes. Sucheadmas were partially offset by a $7.7 million imse in the provision for doubtful accounts
and a $2.4 million increase in information techiyyl@xpenses.

Depreciation and amortization increased $80.4 oml([25.3%) and $44.2 million (16.2%) in 2001 an@@0espectively. Of the $80.4 millic
increase in 2001, $65.2 million was attributablé¢h® properties acquired from Verizon (which inddds14.7 million of amortization of
goodwill) and the remainder was primarily due tghar levels of plant in service. Of the $44.2 naillincrease in 2000, $44.6 million was
attributable to the properties acquired from Vemifahich included $8.5 million of amortization obgdwill) and $11.8 million was primarily
due to higher levels of plant in service. Sucheases were partially offset by a $10.6 million &ghn resulting from the sale of the
Company's Alaska properties. Exclusive of acquisgj depreciation expense included nonrecurringiadel depreciation charges approved
by regulators in certain jurisdictions which aggrtegl $4.1 million in 2000. The composite depreciatate for the Company's regulated
telephone properties, including the additional degtion charges, was 6.8% for 2001, 7.2% for 208 7.0% for 1999.

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

Other Operations

Other operations includes the results of continuipgrations of subsidiaries of the Company whiehraot included in the telephone segment
including, but not limited to, the Company's nogutated long distance operations, Internet oparatioall center operations (which ceased
operations in the third quarter of 2000), compegilocal exchange carrier ("CLEC") operations, fibetwork business and security
monitoring operations. The operating revenues, es@&and income of the Company's other operat@rzd01, 2000 and 1999 are
summarized below.

Year ended December 31, 2001 2000 1999

(Dollars in thousands)
Operating revenues

Long distance $ 11 7,363 104,435 83,087
Internet 3 9,057 23,491 16,818
Other 1 7,351 20,462 28,383
17 3,771 148,388 128,288
Operating expenses
Cost of sales and operating expenses 14 2,919 112,219 99,151
Depreciation and amortization 8,754 4911 6,557
15 1,673 117,130 105,708
Operating income $ 2 2,098 31,258 22,580

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

in the number of customers and increased minutaesafprimarily due to penetration of the Verizoarkets acquired in 2000. The number of
long distance customers as of December 31, 20@D, 20d 1999 was 465,870, 363,300, and 303,700ectgely. Internet revenues
increased $15.6 million (66.3%) in 2001 primarilyedto a $12.6 million increase due to growth inrthenber of customers (including growth
in the Company's DSL product offering) and a $1ilion increase due to Internet operations acquineahid-2000. Internet revenues
increased $6.7 million (39.7%) in 2000 primarilyedio a $6.9 million increase due to growth in thenber of customers and a $1.4 million
increase due to Internet operations acquired 1809 and mid-2000. Such increases were partfet by a $2.3 million decrease due to
the sale of the Company's Alaska Internet operatiomid-1999. Other revenues declined $3.1 milaod $7.9 million in 2001 and 2000,
respectively, primarily due to the planned phaseeéthe Company's third party call center operaiduring 2000.

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

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



Depreciation and amortization increased $3.8 mmillim2001 primarily due to increased depreciatigpease in the Company's Internet and
fiber network businesses. Depreciation and amditizalecreased $1.6 million in 2000 primarily dodtie write down of assets of the call
center operations to estimated net realizable viald®99.

The Company incurred combined operating losse9@1 f $16.5 million in its CLEC and fiber netwdrksinesses and expects to incur a
combined operating loss ranging from $15 to $20ionilin 2002 related to these operations.

Certain of the Company's service subsidiaries pe@wmanagerial, operational, technical, accountijalministrative services, along with
materials and supplies, to the Company's telepbahsidiaries. In accordance with regulatory acdagnintercompany profit on transactions
with regulated affiliates has not been eliminatedannection with consolidating the results of apiens of the Company. When the regule
operations of the Company no longer qualify for alpplication of Statement of Financial Accountirtgr#glards No. 71, "Accounting for the
Effects of Certain Types of Regulation" ("SFAS 7B\ch intercompany profit will be eliminated irbsequent financial statements, the
primary result of which will be a decrease in opi@egexpenses applicable to the Company's telepbpagtions and an increase in operating
expenses applicable to the Company's other opegafithe amount of intercompany profit with reguliaadfiliates which was not eliminated
was approximately $22.0 million, $17.1 million ad#4.0 million in 2001, 2000 and 1999, respectivElyr additional information applicable
to SFAS 71, see Regulation and Competition -- Othatters and Note 14 of Notes to Consolidated FéiziStatements.

NONRECURRING GAINS AND LOSSES, NET

In 2001, the Company's aggregate favorable nomiegugains and losses were $33.0 million. The Campacorded a pre-tax gain on the
sale of its remaining shares of llluminet Holdingss. ("llluminet") common stock aggregating $5#nélion ($35.5 million aftertax; $.25 pe
diluted share) and a pre-tax gain of $4.0 milli82.6 million after-tax; $.02 per diluted share)tba sale of certain other assets.

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

In 1999, the Company recorded pre-tax gains aggreg@l1.3 million, of which $10.1 million ($6.7 Hion after-tax, $.05 per diluted share)
was due to the sale of the Company's shares of constock of Telephone and Data Systems, Inc.

Certain other nonrecurring items for the three ymarod ended December 31, 2001 are reflectechier dine items of the Company's
consolidated financial statements. See Other IncamieExpense and Discontinued Operations.

INTEREST EXPENSE

Interest expense increased $42.2 million in 20Gthp=ared to 2000 primarily due to an increase irr@geexpense related to outstanding
indebtedness incurred to acquire the Verizon ojmersit

Interest expense increased $32.7 million in 200@3nily due to $41.5 million in interest expenstated to the Verizon acquisition
indebtedness and a $6.8 million increase causdigher interest rates. Such increases were pgroéiet by interest expense reductions
primarily due to a decrease in outstanding indei#sd exclusive of debt associated with the Veramuisitions.

MINORITY INTEREST

Minority interest is the expense recorded by thenBany to reflect the minority interest owners' shafrthe earnings from continuing
operations of the Company's majority-owned subggsaMinority interest increased $1.7 million iG®L compared to 2000 due primarily to
increased profitability of certain of the Companygjority-owned affiliates.

Minority interest decreased $1.5 million during 2Gbmpared to 1999 primarily due to the minoritytpers' share of the loss incurred by
certain of the operations acquired from VerizorgnturyTel's majority-owned affiliates.

OTHER INCOME AND EXPENSE

Other income and expense decreased $3.2 milli@d@1 compared to 2000 primarily due to $6.0 milladrcosts incurred in 2001 associated
with responding to an unsolicited takeover propasal to other expense increases. These 2001 exipensases were partially offset by a
favorable comparison to expenses in 2000, whetmpany recorded a $7.9 million charge relatethéosettlement of certain interest rate
hedge contracts entered into in connection witarfaing the Verizon acquisitions.

Other income and expense decreased $5.2 milli@00® compared to 1999 primarily due to the $7.%onilcharge related to the settlement
of certain interest rate hedge contracts enterediinconnection with financing the Verizon acqtisis. Such decrease was partially offset by
a $1.1 million increase in interest income.

INCOME TAX EXPENSE



The Company's effective income tax rate (from curitig operations) was 38.1%, 40.2% and 39.5% ir1 2000 and 1999, respectively.

DISCONTINUED OPERATIONS

On March 19, 2002, the Company entered into a ieBnagreement to sell the stock of its wireleasibess to an affiliate of Alltel in
exchange for $1.65 billion in cash, subject toaaradjustments. Subject to various closing coons;j this transaction is expected to close in

the third quarter of 2002. As a result of such agrent, the Company's wireless operations are teflexs discontinued operations in the
Company's consolidated financial statements.

All of the Company's wireless operations are lod@eMichigan, Louisiana, Wisconsin, Mississippexbs and Arkansas. The following ta
summarizes certain information concerning the Camisawireless operations for the periods presented.

Year ended December 31, 2001 2000 1999
(Dollars in thousands)
Revenues
Service $ 336,850 328,956 305,006
Roaming 90,192 99,791 106,486
Equipment sales 10,923 14,822 10,777
437,965 443,569 422,269
Expenses
Cost of equipment sold 23,453 30,064 21,408
System operations 75,628 69,641 56,866
General, administrative and customer service,
exclusive of corporate overhead costs 65,254 56,676 60,153
Sales and marketing 74,670 82,673 61,903
Depreciation and amortization 66,346 65,239 68,593
305,351 304,293 268,923
132,614 139,276 153,346
Nonrecurring gains and losses, net 166,928 20,593 51,524
Income from unconsolidated cellular entities 27,460 26,986 27,675
Minority interest (11,510) (11,598) (27,837)
Other income and (expense) 4,707 3,157 484
Income tax expense (121,314) (71,169)  (100,943)
Income from discontinued operations, net of tax $ 198,885 107,245 104,249

Revenues. Service revenues include monthly sefeasfor providing access and airtime to custoraadstoll revenue. Roaming revenues
include service fees for providing airtime to otlarriers' customers roaming through the Compam®y\sce areas.

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

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

Year ended December 31, 2001 2000 1999
Customers at beginning of period 751,200 707,486 624,290
Gross units added internally 316,353 339,247 240,084
Disconnects 270,213 284,880 146,325
Net units added internally 46,140 54,367 93,759
Effect of property dispositions - (10,653) (10,563)
Customers at end of period 797,340 751,200 707,486
Average monthly churn rate

(excluding prepaid customers) 2.33% 1.95% 2.02%

The average monthly revenue (excluding equipmeaskaer customer declined to $46 during 2001 f##® in 2000 and $53 in 1999
primarily due to reductions in service rates chdrgethe Company's customers and reductions inirgamtes charged to other cellular
operators. The average monthly revenue per custisnegpected to further decline (i) as competipvessures (including those causing
further reductions in service rates) from currerd &uture wireless communications providers intgnand (ii) as the Company continues



receive pressure from other cellular operatoretiuce roaming rates. The Company is respondingdio sompetitive pressures by, among
other things, modifying certain of its price pleared implementing certain other plans and promotisome of which are likely to result in
lower average revenue per customer.

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

Expenses. Cost of equipment sold decreased $8i6mm22.0%) in 2001 primarily due to a decreaséhimnumber of phones sold and a
decrease in the average cost per unit. Cost opemiit sold increased $8.7 million (40.4%) in 20@@narily due to an increase in the num
of phones sold and an increase in average cosinitgprimarily due to a higher percentage of digifaones sold.

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

Exclusive of cell sites in its PCS markets, the @any operated 739 cell sites at December 31, 20@htities in which it had a majority
interest, compared to 667 at December 31, 200Ba8dit December 31, 1999.

General, administrative and customer service exge(exclusive of corporate overhead costs) inctce@8e million (15.1%) in 2001, of
which $3.7 million was due to an increase in cugtoservice and retention costs and $2.0 million at&gbutable to an increase in the
provision for doubtful accounts. General, admimiste and customer service expenses decreasedfiBdn (5.8%) in 2000, of which $3.3
million was attributable to a decrease in operatings and $1.5 million was due to the sale oflaska and Texas properties. Such
decreases were partially offset by a $2.2 millimcréase in the provision for doubtful accounts.

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

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

Nonrecurring gains and losses, net. In 2001, thagamy's aggregate favorable nonrecurring gaindasses from discontinued operatic

were $166.9 million. The Company recorded a pregir of approximately $185.1 million ($117.7 nuohi after-tax; $.83 per diluted share)
due to the sale of 30 PCS licenses to Leap Wirdlgemational, Inc. ("Leap"). In conjunction withe sale of licenses to Leap, the Company
also recorded a pre-tax charge of $18.2 milliorL(6Inillion after-tax; $.08 per share) due to thréevdown in the value of certain non-
operating assets.

In 2000, the Company recorded pre-tax gains frasndditinued operations aggregating $20.6 millionpagimately $9.9 million ($5.2
million after tax; $.04 per diluted share) was tlu¢he sale of the assets of the Company's rentpiimska cellular operations and
approximately $10.7 million ($6.4 million after ta%.05 per diluted share) was due to the saleeofhmpany's minority interest in a non-
strategic cellular partnership.

In 1999, the Company recorded pre-tax gains frasndditinued operations aggregating $51.5 millionprdgimately $39.6 million of the pre-
tax gains ($7.8 million after-tax loss; $.05 pdutdid share) was due to the sale of the Compamg\wiisville and McAllen, Texas cellular
properties. Approximately $10.4 million of the gee¢ gains ($6.7 million after tax; $.04 per dilutdthre) was due to the sale of the
Company's remaining common shares of MCIWorldCaro, The remainder of the gains in 1999 was primahile to a $1.6 million pre-tax
gain ($1.0 million after tax; $.01 per diluted stiadue to the sale of the Company's shares of canstoek of Telephone and Data Systems,
Inc.

Income from unconsolidated cellular entities. Eagsifrom unconsolidated cellular entities, nethef amortization of associated goodwill,
increased $474,000 (1.8%) in 2001 and decrease® 83 (2.5%) in 2000. The $474,000 increase in 2084 primarily due to (i) the
Company's proportionate share ($5.3 million) of4sash charges recorded in the first quarter of 280fvo cellular entities in which the
Company owns a minority interest, (ii) a $2.2 roiflifavorable adjustment related to the gain orséte of PCS licenses to Leap by a cellular
entity in which the Company owns a minority intéresd

(iii) a $3.1 million increase due to increased @&ya of certain cellular entities in which the Camg owns a minority interest. Such incree
were offset by a $10.1 million unfavorable non-casimrecurring charge that was recorded in 2004 bgllular entity in which the Company
owns a minority interes



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

Minority interest. Minority interest is the expenseorded by the Company to reflect the minoritgiast owners' share of the earnings of the
Company's majority-owned cellular entities. Mingriiterest decreased $88,000 in 2001 comparedd0 20d $16.2 million during 2000
compared to 1999. The decrease in 2000 was prirdué to the minority partners' share of the gairsale of assets of the Brownsville and
McAllen, Texas cellular properties recorded in 198%cluding the effect of this gain, minority inést decreased $1.3 million primarily due
the decreased profitability of the Company's mgjesivned and operated cellular entities.

Income tax expense. Income tax expense from disuad operations increased $50.1 million in 200thpared to 2000 primarily due to
increased pre-tax income from discontinued opematitue to the gain on sale of PCS licenses to Leap.

Income tax expense from discontinued operationsedsed $29.8 million in 2000 compared to 1999 prigndue to decreased pre-tax
income from discontinued operations primarily doigains on the sale of certain properties in 1999.

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

Acquisitions

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

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

0 On July 31, 2000, Spectra Communications Grolyg, ('Spectra") purchased approximately 127,000ptedme access lines and related
local exchange assets comprising 107 exchangesghooit Missouri for approximately $297 million cagts of December 31, 2001, the
Company owns 75.7% of Spectra, which was orgarizeadquire and operate these Missouri propertieslosing, the Company made a
preferred equity investment in Spectra of approxatye$55 million (which represented a 57.1% intgrasd financed substantially all of the
remainder of the purchase price. In the first qgrast 2001, the Company purchased an addition&48nterest in Spectra for $47.1 million.
0 On September 29, 2000, the Company purchasedxapyately 70,500 telephone access lines and relatadl exchange assets comprising
42 exchanges throughout Wisconsin for approximak&g7 million in cash.

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

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

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

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

CRITICAL ACCOUNTING POLICIES

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

Accounting for the Effects of Regulation. The Comya regulated telephone operations are subjegbetprovisions of SFAS 71. Proper



plant and equipment of the Company's regulateglelee operations has been depreciated using #ighgttine method over lives approved
by regulators; such lives have generally exceeldedl¢épreciable lives used by nonregulated entitiezddition, in accordance with SFAS 71,
retirements of regulated telephone property haea loharged to accumulated depreciation, alongthétcosts of removal, less salvage, with
no gain or loss recognized. These policies hawdtegsin accumulated depreciation being signifitaless than if the Company's telephone
operations had not been regulated.

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

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

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

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

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

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

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

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

Accounting Pronouncements

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

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

In July 2001, the Financial Accounting Standardafassued Statement of Financial Accounting Stedwdbo. 141, "Busines



Combinations" ("SFAS 141") and SFAS 142. SFAS ZJeHuires all business combinations consummated Aifter 30, 2001 to be accounted
for under the purchase method of accounting; tlwing of interests method is no longer permittelAS 142 requires goodwill recorded in a
business combination to be reviewed for impairnagmat would be written down only in periods in whitle recorded amount of goodwiill
exceeds its fair value. Effective January 1, 2@98tematic amortization of goodwill is no longerméted. The Company's amortization of
goodwill for the year ended December 31, 2001 ¢otapproximately $69.2 million. The applicatiortioé transitional goodwill impairment
rules of SFAS 142 is not expected to have a méatgffiect on the results of operations of the Conypan

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

30. SFAS 144 addresses financial accounting arattiag for the impairment or disposal of long-livadsets and also broadens the reporting
of discontinued operations to include all compoaeritan entity with operations that can be distislyed from the rest of the entity and that
will be eliminated from the ongoing operations o entity in a disposal transaction. The provisiohSFAS 144 are effective for financial
statements issued for fiscal years beginning &srember 15, 2001. The adoption of SFAS 144 ierpected to have a material effect on
the results of operations of the Company.

Inflation

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

Market Risk

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

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

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

OTHER

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

Liquidity and Capital Resources

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

Operating activities. Net cash provided by operp#intivities from continuing operations was $57®5i8ion, $438.2 million and $308.7
million in 2001, 2000 and 1999, respectively. Tharpany's accompanying consolidated statementssbfftavs identify major differences
between net income and net cash provided by opgrattivities for each of those years. For addélonformation relating to the telephone
operations, wireless operations and other opemtibthe Company, see Results of Operations.

Investing activities. Net cash provided by (usednnesting activities from continuing operationasu(420.9) million, $(1.914) billion and
$33.1 million in 2001, 2000 and 1999, respectiv€lgsh used for acquisitions was $47.1 million i6201.536 billion in 2000 (substantially
all of which relates to the Verizon acquisitionsflé4.2 million in 1999. Proceeds from the saleassfets were $58.2 million in 2001 and
$378.2 million in 1999. Capital expenditures fo020vere $351.0 million for telephone operations $84.5 million for other operations.
Capital expenditures during 2000 and 1999 were $38illlion and $331.2 million, respectively.

Financing activities. Net cash provided by (usedimancing activities from continuing operationasv$(395.4) million in 2001, $1.3:



billion in 2000 and $(428.0) million in 1999. Nedyments of debt in 2001 were $375.6 million, whiefiects utilization of cash received
from asset sales. Net proceeds from the issuandetbfwas $1.340 billion during 2000 primarily doean increase in borrowings due to the
purchase of assets from Verizon. Net payments lof dere $422.9 million in 1999.

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

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

In second quarter 2001, the Company completedatieeos 30 PCS (Personal Communications Serviceatipg licenses for an aggregate of
$195 million to Leap. The Company received apprataty $108 million of the purchase price in cashlasing and the remainder was
collected in installments through the fourth quaaie2001 under the terms of a promissory notehJuoceeds are included as discontinued
operations on the statement of cash flows. In thirarter 2001, the Company sold its remaining shaféts investment in llluminet common
stock for an aggregate of approximately $58.2 milliProceeds from these sales were used to regaptadness.

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

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

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

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

On March 19, 2002, the Company entered into a ilieBnagreement to sell the stock of its wirelepsmtions to Alltel for $1.65 billion in
cash, subject to certain adjustments which arentitipated to be material. The Company's afteptaxeeds from the sale are anticipated to
be approximately $1.3 billion.

Other. Budgeted capital expenditures for 2002 $B84l5 million for telephone operations, $65 millimn discontinued wireless operations |
$45 million for other operations. The Company dpttes that capital expenditures in its telephgmerations will continue to include the
installation of fiber optic cable and the upgradaigts plant and equipment, including its digisatitches, to provide enhanced services,
particularly in its newly acquired markets. Capéapenditures in the wireless operations are ergect continue to focus on constructing
additional cell sites (which will provide additidreapacity and expanded areas where cellular phmagsbe used) and providing digital
service.

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

The following table contains certain informatiomcerning the Company's material contractual olibgatas of December 31, 2001.

Pa yments due by period

Total contractual Less than After



obligations Total 1 year 1-3years 4-5years 5 years

(D ollars in thousands)
Long-term debt,
including current
maturities $3,043,334 955,834 141,546 360,399 1,585,555

Verizon purchase
price obligation $2,159,000 2,159,000 - - -

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

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

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

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

2001 2000 1999

Debt to total capitalization 57.0% 63.1 53.7
Ratio of earnings from continuing operations

to fixed charges and preferred stock dividends 2.00 2.07 2.45
Ratio of earnings from continuing operations, exclu ding

nonrecurring items, to fixed charges and preferre d

stock dividends 1.89 2.12 2.39

Regulation and Competition

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

Events affecting the communications industry. 186,2he United States Congress enacted the Teleoainations Act of 1996 (the "1996
Act"), which obligates LECs to permit competitoosiiterconnect their facilities to the LEC's netlwand to take various other steps that are
designed to promote competition. The 1996 Act mlesicertain exemptions for rural LECs such as thpseated by the Company. Under the
FCC's August 1996 order implementing most of th@61Act's interconnection provisions, rural LECs édlve burden of proving the
availability of these exemptions.

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

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

On October 11, 2001, the FCC modified its inteestaicess charge rules and universal service supysiem for rate of return local exchange
carriers, which includes all of the Company's laathange carriers. This order, among other thifiggicreases the caps on the subscriber
line charges ("SLC") to the levels paid by mostssulibers nationwide; (ii) allows limited SLC deaaging, which is expected to enhance



competitiveness of rate of return carriers by givinem pricing flexibility; (i) lowers per minuteates collected for federal access charges,
which might increase competition with CenturyTéisg distance operations to the extent other aargeek to take advantage of this change;
(iv) creates a new explicit universal service supptechanism that will replace other implicit supgpoechanisms in a manner designed to
ensure that rate structure changes do not affeat\thrall recovery of interstate access costs teyafreturn carriers serving high cost areas
and (v) terminates the FCC's proceeding on thessepiption of the authorized rate of return foeraf return LECs, which will remain at
11.25%. The Company expects the order to be implegdeon a revenue neutral basis for interstateqaag although there can be no
assurance to this effect. Other proposals submitt¢ile FCC by the Multi-Association Group reprdBenrural carriers were rejected or
deferred for additional comment.

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

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

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

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

On October 31, 2001, the WPSC approved a permaagnincrease of $8.3 million annually for the loeeachange properties that the
Company acquired from Ameritech in December 19%& WPSC ordered the Company to refund a portiorb (tllion) of the previously
approved interim rates. Such refund had the effeatone-time reduction in revenue of approxima&300,000 as the Company was not
recognizing 100% of the interim rates as revenepagately, the WPSC ordered the Company to refaddrdmillion related to access chat
collected from interexchange carriers on the forfmeritech properties from December 1998 througb02@uch ruling was upheld upon
appeal in Wisconsin State Court. The Company iseatily appealing this ruling to the State of WissionCourt of Appeals. If this appeal is
unsuccessful, the Company will have to record atone charge of $.03 per share.

In August 2001, the Arkansas Public Utility Comnss("APUC") approved tariff amendments that lithie number of minutes included for
a flat rate in certain optional calling plans imteé of the acquired Verizon markets. Once futhplemented in January 2002, the Company
anticipates that these tariff revisions will redtice level of its operating expenses by approxiip&20 million annually.

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

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

The Company's wireless operations are subjectcteased competition from large wireless carriefsrofg nationwide calling plans. The
Company does not offer a nationwide calling plath& time and may be hindered in its ability tongete for customers seeking these plans.
Additionally, several wireless carriers have taketial steps to abandon the TDMA standard usethieyCompany and to provide enhanced
"next generation" wireless services utilizing diéfet technologies. If the Company elects to comtittuuse the TDMA standard or to forego
implementation of enhanced wireless services, tbandbe no assurance that the Company will betabikceive support from vendors or to
compete effectively against competitors using déffe technologies or offering more services. Festhand other reasons, the Company
began exploring the potential separation of iteless operations from its other operations andanckl 2002, the Company entered into a
definitive agreement with Alltel to sell its wirelg operations.

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



Financial Statements for additional information.

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

Item 7a. Quantitative and Qualitative Disclosure Alout Market Risk

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

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

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

Item 8. Financial Statements and Supplementary Data
Report of Management

The Shareholders
CenturyTel, Inc.:

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

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

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

The Audit Committee of the Board of Directors ismgmnsed of independent directors who are not oBiceremployees of the Company. The
Committee meets periodically with the independemtified public accountants, internal auditors amhagement. The Committee considers
the independence of the external auditors andublig scope and discusses internal control, findracid reporting matters. Both the
independent and internal auditors have free adogte Committee.

R Stewart Ewi ng, Jr.
Executive Vice President
and Chi ef Financial Oficer

Independent Auditors' Report

The Board of Directors
CenturyTel, Inc.:

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

We conducted our audits in accordance with aud&iagdards generally accepted in the United StdtAsnerica. Those standards require
that we plan and perform the audit to obtain reabtmassurance about whether the financial statsnaea free of material misstatement.



audit includes examining, on a test basis, evidsnpporting the amounts and disclosures in then@iig statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirg the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the consolidated financial statetegaferred to above present fairly, in all matenégpects, the financial position of
CenturyTel, Inc. and subsidiaries as of DecembefB@1 and 2000, and the results of their operatsord their cash flows for each of the
years in the thre-year period ended December 31, 2001, in conformitly accounting principles generally acceptechim t/nited States of
America. Also in our opinion, the related financ#tement schedules, when considered in relaitimet basic consolidated financial
statements taken as a whole, present fairly, imaterial respects, the information set forth threre

/sl KPMG LLP
KPMG LLP

Shreveport, Louisiana

January 30, 2002, except for the presentationsafoditinued operations, which is as of March 192



CENTURYTEL, INC.
Consolidated Statements of Income

OPERATING REVENUES

Year ended December 31,

2001

2000

1999

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

Telephone $1,505,733 1,253,969 1,126,112
Other 173,771 148,388 128,288
Total operating revenues 1,679,504 1,402,357 1,254,400
OPERATING EXPENSES
Cost of sales and operating expenses
(exclusive of depreciation and
amortization) 826,948 671,992 600,038
Corporate overhead costs allocable to
discontinued operations 20,213 21,411 19,416
Depreciation and amortization 407,038 322,817 280,223
Total operating expenses 1,254,199 1,016,220 899,677
OPERATING INCOME 425,305 386,137 354,723
OTHER INCOME (EXPENSE)
Nonrecurring gains and losses, net 33,043 - 11,284
Interest expense (225,523)  (183,302) (150,557)
Minority interest (302) 1,397 (76)
Other income and expense 334 3,539 8,706
Total other income (expense) (192,448) (178,366)  (130,643)
INCOME FROM CONTINUING OPERATIONS
BEFORE INCOME TAX EXPENSE 232,857 207,771 224,080
Income tax expense 88,711 83,542 88,560
INCOME FROM CONTINUING OPERATIONS 144,146 124,229 135,520
DISCONTINUED OPERATIONS
Income from discontinued operations, net of
$121,314, $71,169, and $100,943 tax 198,885 107,245 104,249
NET INCOME $ 343,031 231,474 239,769
NET INCOME, AS ADJUSTED FOR GOODWILL AMORTIZATION $ 399,297 278,029 281,583
BASIC EARNINGS PER SHARE
From continuing operations $ 1.02 .88 .97
From continuing operations, as adjusted for
goodwill amortization $ 135 1.15 1.20
From discontinued operations $ 141 N .75
From discontinued operations, as adjusted for
goodwill amortization $ 148 .84 .83
Basic earnings per share $ 243 1.65 1.72
Basic earnings per share, as adjusted for
goodwill amortization $ 283 1.98 2.03
DILUTED EARNINGS PER SHARE
From continuing operations $ 101 .88 .96
From continuing operations, as adjusted for
goodwill amortization $ 134 1.13 1.18
From discontinued operations $ 140 .76 .74
From discontinued operations, as adjusted for
goodwill amortization $ 147 .83 .81
Diluted earnings per share $ 241 1.63 1.70
Diluted earnings per share, as adjusted for
goodwill amortization $ 281 1.96 1.99
DIVIDENDS PER COMMON SHARE $ .20 .19 .18
AVERAGE BASIC SHARES OUTSTANDING 140,743 140,069 138,848




AVERAGE DILUTED SHARES OUTSTANDING 142,307 141,864 141,432

See accompanying notes to consolidated financial st atements.



CENTURYTEL, INC.
Consolidated Statements of Compreh

NET INCOME

OTHER COMPREHENSIVE INCOME, NET OF TAXES
Unrealized holding gains (losses) arising durin
net of $5,385, ($20,941) and $38,473 taxes
Less: reclassification adjustment for gains in
in net income, net of $19,100 and $7,702 taxe

Other comprehensive income, net of ($13,715),
($20,941) and $30,771 taxes

COMPREHENSIVE INCOME

ensive Income

Year ended December 31,

2001 2000 1999

(Dollars in thousands)
$ 343,031 231,474 239,76

g period,

9,999 (38,891) 71,44
cluded
s (35,470) - (14,30

(25,471)  (38,891) 57,14

$ 317,560 192,583 296,91

COMPREHENSIVE INCOME, AS ADJUSTED
FOR GOODWILL AMORTIZATION

$ 373,826 239,138 338,72

See accompanying notes to consolidated financitéstents

N

©



CENTURYTEL, INC.

Consolidated Balance She ets
December 31,
2001 2000
(Dollars in thousands)
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 3,496 11,407
Accounts receivable
Customers, less allowance of $13,908 and $9, 968 118,376 146,803
Other 87,614 93,453
Materials and supplies, at average cost 10,916 14,880
Other 9,511 8,602
Total current assets 229,913 275,145
NET PROPERTY, PLANT AND EQUIPMENT 2,736,142 2,698,010
INVESTMENTS AND OTHER ASSETS
Excess cost of net assets acquired, less accumu lated
amortization of $205,851 and $150,767 2,087,158 2,108,344
Other 420,043 409,658
Total investments and other assets 2,507,201 2,518,002
ASSETS HELD FOR SALE 845,428 902,133
TOTAL ASSETS $ 6,318,684 6,393,290
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Current maturities of long-term debt $ 955,834 146,662
Short-term debt 53,000 276,000
Accounts payable 61,056 90,541
Accrued expenses and other current liabilities
Salaries and benefits 46,588 33,380
Taxes 27,937 26,859
Interest 49,191 51,867
Other 15,968 22,125
Advance billings and customer deposits 29,308 27,655
Total current liabilities 1,238,882 675,089
LONG-TERM DEBT 2,087,500 3,050,292
DEFERRED CREDITS AND OTHER LIABILITIES 506,052 483,498
LIABILITIES RELATED TO ASSETS HELD FOR SALE 148,870 152,332
STOCKHOLDERS' EQUITY
Common stock, $1.00 par value, authorized
350,000,000 shares, issued and outstanding
141,232,806 and 140,667,251 shares 141,233 140,667
Paid-in capital 524,668 509,840
Unrealized holding gain on investments, net of taxes - 25,471
Retained earnings 1,666,004 1,351,626
Unearned ESOP shares (2,500) (3,500)
Preferred stock - non-redeemable 7,975 7,975
Total stockholders' equity 2,337,380 2,032,079
TOTAL LIABILITIES AND EQUITY $ 6,318,684 6,393,290

See accompanying notes to consolidated financitéstents



CENTURYTEL, INC.
Consolidated Statements of Cash Flows

Year ended December 31,

2001 2000 1 999

(Dollars in thousands)
OPERATING ACTIVITIES FROM CONTINUING OPERATIONS
Net income $ 343,031 231,474 239 ,769
Adjustments to reconcile net income to net
cash provided by operating activities from
continuing operations

Income from discontinued operations, net of tax (198,885) (107,245) (104 ,249)
Depreciation and amortization 407,038 322,817 280 223
Deferred income taxes 57,944 31,854 (10 ,126)
Nonrecurring gains and losses, net (33,043) - (11 ,284)
Changes in current assets and current liabi lities

Accounts receivable 34,266 (74,736) (10 ,494)

Accounts payable (29,485) 36,493 (16 ,017)

Accrued taxes 1,078 (309) (59 ,197)

Other current assets and other current

liabilities, net 9,083 11,902 2 448
Increase in noncurrent assets (65,698) (46,026) (30 ,375)
Increase (decrease) in other noncurrent lia bilities 9,919 10,677 (2 ,137)
Other, net 40,295 21,332 30 ,128

Net cash provided by operating activitie 5

from continuing operations 575,543 438,233 308 ,689

INVESTING ACTIVITIES FROM CONTINUING OPERATIONS

Acquisitions, net of cash acquired (47,131) (1,535,683) 4 ,201)
Payments for property, plant and equipment (435,515) (391,069) (331 ,220)
Proceeds from sale of assets 58,184 - 378 ,207
Contribution from minority investor - 20,000 -
Purchase of life insurance investment, net (1,086) (5,753) (2 ,545)
Other, net 4,639 (1,089) 7 ,134)

Net cash provided by (used in) investing activities

from continuing operations (420,909) (1,913,594) 33 ,107

FINANCING ACTIVITIES FROM CONTINUING OPERATIONS

Proceeds from issuance of debt 3,896 2,715,852 15 ,533
Payments of debt (379,516) (1,375,895) (438 ,399)
Payment of deferred hedge contracts - (4,345) -
Proceeds from issuance of common stock 7,351 7,996 19 ,182
Payment of debt issuance costs - (4,274) -
Cash dividends (28,653) (26,815) (25 ,413)
Other, net 1,549 1,289 1 ,129
Net cash provided by (used in) financing activities
from continuing operations (395,373) 1,313,808 (427 ,968)
Net cash provided by discontinued operations 232,828 116,815 136 575
Net increase (decrease) in cash and cash equivalent S (7,911) (44,738) 50 ,403
Cash and cash equivalents at beginning of year 11,407 56,145 5 742
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 3,496 11,407 56 ,145

See accompanying notes to consolidated finanasdsients



CENTURYTEL, INC.
Consolidated Statements of Stockholders' Equity

Year ended December 31,

2001 2000 1

(Dollars and shares in thousa
COMMON STOCK

Balance at beginning of year $ 140,667 139,946 138

Conversion of convertible securities into comm on stock 254 254

Issuance of common stock through dividend

reinvestment, incentive and benefit plans 312 467 1
Balance at end of year 141,233 140,667 139

PAID-IN CAPITAL

Balance at beginning of year 509,840 493,432 451
Conversion of convertible securities into comm on stock 3,046 3,046 3
Issuance of common stock through dividend
reinvestment, incentive and benefit plans 7,039 7,529 17
Amortization of unearned compensation and othe r 4,743 5,833 21
Balance at end of year 524,668 509,840 493

UNREALIZED HOLDING GAIN ON INVESTMENTS, NET OF TAXE S

Balance at beginning of year 25,471 64,362 7
Change in unrealized holding gain on investmen ts, net of taxes  (25,471) (38,891) 57
Balance at end of year - 25,471 64

RETAINED EARNINGS

Balance at beginning of year 1,351,626 1,146,967 932
Net income 343,031 231,474 239
Cash dividends declared
Common stock - $.20, $.19 and $.18 per sha re (28,254) (26,416) (25
Preferred stock (399) (399)
Balance at end of year 1,666,004 1,351,626 1,146

UNEARNED ESOP SHARES

Balance at beginning of year (3,500) (4,690) (6
Release of ESOP shares 1,000 1,190 1
Balance at end of year (2,500) (3,500) (4

PREFERRED STOCK - NON-REDEEMABLE

Balance at beginning of year 7,975 7,975 8
Conversion of preferred stock into common stoc k - -
Balance at end of year 7,975 7,975 7
TOTAL STOCKHOLDERS' EQUITY $ 2,337,380 2,032,079 1,847

COMMON SHARES OUTSTANDING

Balance at beginning of year 140,667 139,946 138

Conversion of convertible securities into comm on stock 254 254

Issuance of common stock through dividend

reinvestment, incentive and benefit plans 312 467 1
Balance at end of year 141,233 140,667 139

See accompanying notes to consolidated finanasdsients
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CenturyTel, Inc.
Notes to Consolidated Financial Statements DeceBihe2001
(1) Summary of Significant Accounting Policies

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

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

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

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

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

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

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

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

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



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

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

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

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

Discontinued operations - On March 19, 2002, then@any entered into a definitive agreement to selvireless operations to an affiliate of
ALLTEL Corporation ("Alltel") in exchange for $1.64illion cash, subject to certain adjustments astingencies. As a result of such
agreement, the Company's wireless operations hese testated as discontinued operations for dbgepresented. See Note 3 for additic
information.

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

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

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

0 On July 31, 2000, Spectra Communications Grolyg; ('Spectra") purchased approximately 127,000ptedee access lines and related
local exchange assets comprising 107 exchangesgihooit Missouri for approximately $297 million cagts of December 31, 2001, the
Company owns 75.7% of Spectra, which was orgartzedquire and operate these Missouri propertieslosing, the Company made a
preferred equity investment in Spectra of approxétyab55 million (which represented a 57.1% intérasd financed substantially all of the
remainder of the purchase price. In the first qerast 2001, the Company purchased an addition&Pa8nterest in Spectra for $47.1 million.

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

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

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

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

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

Year ended December 31, 2000 1999
(Dollar s, except per share
amoun ts, in thousands)
(unaudited)
Operating revenues $ 1,610,629 1,593,723
Net income $ 210,336 198,659
Basic earnings per share $ 1.50 1.43

Diluted earnings per share $ 1.48 1.41




The pro forma information above is not necessanmilijcative of the operating results that would haeeurred if the Verizon acquisitions had
been consummated as of January 1 of each respeetiiel, nor is it necessarily indicative of suhsenf or future operating results. The pro
forma information does not give effect to any ptiEnmevenue enhancements or cost synergies or offexating efficiencies that have
resulted or could result from the acquisitions. @btual results of operations of the Verizon prtpsrare included in the Company's
consolidated financial statements only from theeddtacquisition.

(3) DISCONTINUED OPERATIONS

On March 19, 2002, the Company signed a defindigeeement to sell all of its wireless operationAlttel for $1.65 billion in cash. In
connection with this transaction, the Company lgased to divest its (i) interests in its majordymned and operated cellular systems, whi
December 31, 2001 served approximately 797,00@mests and had access to approximately 7.8 millagsp(ii) minority cellular equity
interests representing approximately 2.0 milliopgat December 31, 2001, and (jii) licenses to idpersonal communications services
covering 1.3 million pops in Wisconsin and lowacBdransaction is expected to close in the lagtdi&1002. As a result, the Company's
wireless operations have been restated as discedtioperations in the Company's consolidated statesmf income and cash flows for the
years ended December 31, 2001, 2000, and 1999tseseé liabilities related to the Company's wirgleperations are reflected as "Held
sale" on the accompanying consolidated balancashee

The following table represents certain summary inestatement information related to the Companirsl@gs operations that is reflected in
discontinued operations.

Year ended December 31, 2001 2000 1999

(Dollars in thousands)

Operating revenues $ 437,965 443,569 422,269
Operating income (1) $ 132,614 139,276 153,346
Nonrecurring gains and losses, net 166,928 20,593 51,524
Income from unconsolidated cellular entities 27,460 26,986 27,675
Minority interest expense (11,510) (11,598) (27,837)
Other income and (expense) 4,707 3,157 484

Pre tax income from discontinued operations $ 320,199 178,414 205,192
Income tax expense (121,314) (71,169) (100,943)
Income from discontinued operations $ 198,885 107,245 104,249

(1) Excludes corporate overhead costs of $20.2anjli21.4 million and $19.4 million for 2001, 2080d 1999, respectively, allocated to the
wireless operations that the Company expects ttragnto incur subsequent to the disposal of threless operations.

The following table represents certain summary ¢ksh statement information related to the Compsamyireless operations reflected as
discontinued operations.

Year ended December 31, 2001 2000 1 999

(Dollars in thousands)

Net cash provided by operating activities $ 87,585 117,096 99, 518
Net cash provided by (used in) investing activities 145,243 (482) 36, 666
Net cash provided by financing activities - 201 391

Net cash provided by discontinued operations $ 232,828 116,815 136, 575

The following table represents the net assetsenflibcontinued wireless operations as of Decembe?@1 and December 31, 2000 that are
classified as held for sale on the consolidatedrzs sheets.

December 31, 2001 2 000
(Dollars in thousand s)

Current assets $ 70,360 101, 359
Net property, plant and equipment 263,421 261, 283
Excess cost of net assets acquired, less accumulate d amortization 384,326 400, 689
Other assets 127,321 138, 802

Assets held for sale $ 845,428 902, 133
Current liabilities $ 55,074 68, 281

Deferred credits and other liabilities 93,796 84, 051



Liabilities related to assets held for sale $ 148,870 152, 332

(4) Investments and Other Assets

Investments and other assets at December 31, 2@02000 were composed of the following:

December 31, 2001 200 0

(Dollars in thousand s)
Excess cost of net assets acquired, less accumulate d amortization $ 2,087,158 2,108, 344
Billing system development costs 139,503 73, 805
Cash surrender value of life insurance contracts 99,835 96, 065
Marketable equity securities - 42, 801
Other 180,705 196, 987
$ 2,507,201 2,518, 002

Amortization of goodwill and other intangibles &&4 million, $43.6 million and $35.0 million fo0R1, 2000 and 1999, respectively, is
included in "Depreciation and amortization" in thempany's Consolidated Statements of Income. lardaoce with SFAS 142, effective
January 1, 2002, goodwill will no longer be subjecamortization but instead will be tested for airment at least annually.

The Company is in the process of developing amgated billing and customer care system. The dosievelop such system have been
capitalized in accordance with Statement of Pasi®i8-1, "Accounting for the Costs of Computer SoftwavBloped or Obtained for Inter
Use," and aggregated $139.5 million and $73.8 onilat December 31, 2001 and 2000, respectivelyh Sosts are expected to be amortized
over a twenty-year period once the system is fofigrational (which is expected to occur in earl920

The following is a reconciliation of reported netome and reported earnings per share to the amthattwould have been reported had the
Company been subject to SFAS 142 during 2001, 20@01999.

Year ended December 31, 2001 2000 1999

(Dollars in thousands,
except per share amounts)

Net income, as reported $ 343,031 231,474 239,769
Goodwill amortization, net of taxes 56,266 46,555 41,814
Net income, as adjusted $ 399,297 278,029 281,583
Basic earnings per share, as reported $ 243 1.65 1.72
Goodwill amortization, net of taxes .40 .33 .31

Basic earnings per share, as adjusted $ 283 1.98 2.03
Diluted earnings per share, as reported $ 241 1.63 1.70
Goodwill amortization, net of taxes .40 .33 .29

Diluted earnings per share, as adjusted $ 281 1.96 1.99

(5) Property, Plant and Equipment

Net property, plant and equipment at December 821 2nd 2000 was composed of the followi

December 31, 2001 2000

(Dollars in thousands)
Telephone, at original cost

Cable and wire $ 3,009,720 2,817,797
Central office 1,829,945 1,656,898
General support 340,416 327,766
Information origination/termination 42,038 53,344
Construction in progress 64,560 136,755
Other 5,576 7,248

5,292,255 4,999,808



Accumulated depreciation (2,839,268) (2,552,648)

2,452,987 2,447,160
Other, at cost
General support 309,500 272,286
Fiber network 72,410 60,649
Other 65,010 59,089
446,920 392,024
Accumulated depreciation (163,765) (141,174)
283,155 250,850
Net property, plant and equipment $ 2,736,142 2,698,010

Depreciation expense was $348.6 million, $279.2ioniland $245.2 million in 2001, 2000 and 1999 pexdively. The composite depreciat
rate for telephone properties was 6.8% for 200%/for 2000 and 7.0% for 199



(6) Long-term and Short-term Debt

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

December 31, 2001 200 0
(Dollars in thousan ds)
CenturyTel
2.21%* senior credit facility, due through 20 02 $ 300,000 300, 000
4.85% note, due through 2002 199,125 250, 625
Senior notes and debentures:
7.75% Series A, due 2004 50,000 50, 000
8.25% Series B, due 2024 100,000 100, 000
6.55% Series C, due 2005 50,000 50, 000
7.20% Series D, due 2025 100,000 100, 000
6.15% Series E, due 2005 100,000 100, 000
6.30% Series F, due 2008 240,000 240, 000
6.875% Series G, due 2028 425,000 425, 000
8.375% Series H, due 2010 500,000 500, 000
7.75% Series |, remarketable 2002 400,000 400, 000
9.38% notes, due through 2003 7,975 12, 000
6.86%** Employee Stock Ownership
Plan commitment, due in installments throug h 2004 2,500 3, 500
Net unamortized premium and discounts 11,036 12, 012
Other 175 201
Total CenturyTel 2,485,811 2,543, 338
Subsidiaries
First mortgage debt
5.91%** notes, payable to agencies of the U. S. government
and cooperative lending associations, d uein
installments through 2025 265,240 278, 079
7.98% notes, due through 2002 5,419 5, 582
Other debt
7.03%** unsecured medium-term notes, due through 2008 271,135 333, 158
6.88%** notes, due in installments throug h 2020 6,725 23, 365
7.51%** capital lease obligations, due th rough 2008 9,004 13, 432
Total subsidiaries 557,523 653, 616
Total long-term debt 3,043,334 3,196, 954
Less current maturities 955,834 146, 662
Long-term debt, excluding current maturities $ 2,087,500 3,050, 292

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

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

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

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

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

On October 19, 2000, the Company issued $500 mitioB.375% Senior Notes, Series H, due 2010, d0@ $#illion of 7.75% Remarketat
Senior Notes, Series |, due 2012 (with a remarieadmie of October 15, 2002) under its $2.0 bilbtwelf registration statement filed in May
2000. The Series | notes will bear interest atr#te of 7.75% per year through October 15, 2002dwis the first remarketing date), and tt
at a fixed or floating rate. On the remarketinged#tte Series | notes will be purchased and rertediey the Company's remarketing deale



mandatorily redeemed by the Company. The net pdsckem the sale of the Series H and | notes ofa@mately $908 million (including
the payment made to the Company for the remarkejitign granted to the remarketing dealer, butwedioly the Company's payments
associated with related interest rate hedging) weeel to repay a portion of the $1.457 billion gfeegate indebtedness the Company
incurred under its credit facilities in connectiwith the Verizon acquisition.

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

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

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

(7) Deferred Credits and Other Liabilities
Deferred credits and other liabilities at Decentier2001 and 2000 were composed of the following:

December 31, 2001 2000

(Dollars in thousands)

Deferred federal and state income taxes $ 303,708 250,776
Accrued postretirement benefit costs 120,820 111,015
Minority interest 23,248 42,656
Regulatory liability - income taxes 5,657 8,528
Deferred investment tax credits 530 1,053
Other 52,089 69,470

$ 506,052 483,498




(8) Stockholders' Equity
Common stock - Unissued shares of CenturyTel comstack were reserved as follows:

December 31, 2001

(In thousands)

Incentive compensation programs 8,388
Acquisitions 4,572
Employee stock purchase plan 4,956
Dividend reinvestment plan 557
Conversion of convertible preferred stock 435
Other employee benefit plans 2,218
21,126

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

Preferred stock - As of December 31, 2001, Centeirtid 2.0 million shares of authorized convertjireferred stock, $25 par value per
share. At December 31, 2001 and 2000, there wed®3Q shares of outstanding preferred stock. Hseldéoutstanding CenturyTel preferred
stock are entitled to receive cumulative dividendseive preferential distributions equal to $2bgiere plus unpaid dividends upon
CenturyTel's liquidation and vote as a single clails the holders of common stock.

Shareholders' Rights Plan - In 1996 the Board oé@ors declared a dividend of one preference ghaighase right for each common share
outstanding. Such rights become exercisable ifvéimeh a potential acquiror takes certain steps doiae 15% or more of CenturyTel's
common stock. Upon the occurrence of such an aitiquiseach right held by shareholders other thenacquiror may be exercised to rece
that number of shares of common stock or otherrgexziof CenturyTel (or, in certain situationsetacquiring company) which at the time of
such transaction will have a market value of tweets the exercise price of the right.

(9) Postretirement Benefits
The Company sponsors health care plans that prgpaseetirement benefits to all qualified retiredptoyees.
The following is a reconciliation of the beginniagd ending balances for the benefit obligation thedplan assets.

December 31, 2001 2000 1999

(Dollars in thousands)
Change in benefit obligation

Benefit obligation at beginning of year $ 165,266 156,724 172,323
Service cost 6,373 4,727 4,850
Interest cost 14,512 10,907 10,089
Plan amendments - - (2,492)
Participant contributions 548 677 419
Actuarial (gain) loss 40,005 957  (23,855)
Benefits paid (10,832) (8,726)  (4,610)
Benefit obligation at end of year $ 215,872 165,266 156,724
Change in plan assets (primarily listed stocks and bonds)
Fair value of plan assets at beginning of year $ 39,873 41,781 35,799
Return on assets (1,379) (270) 2,961
Employer contributions 8,345 6,411 7,212
Participant contributions 548 677 419
Benefits paid (10,832) (8,726)  (4,610)
Fair value of plan assets at end of year $ 36,555 39,873 41,781

Net periodic postretirement benefit cost for 208090 and 1999 included the following compone

Year ended December 31, 2001 2000 1999

(Dollars in thousands)

Service cost $ 6,373 4,727 4,850



Interest cost 14,512 10,907 10,089

Expected return on plan assets (3,987) (4,178) (3,580)
Amortization of unrecognized actuarial loss 1,337 26 54
Amortization of unrecognized prior service cost (129) (129) (129)
Net periodic postretirement benefit cost $ 18,106 11,353 11,284

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

December 31, 2001 2000 1999

(Dollars in thousands)

Benefit obligation $ (215,87 2) (165,266) (156,724)
Fair value of plan assets 36,55 5 39,873 41,781
Unamortized prior service cost (1,04 6) (1,175)  (1,303)
Unrecognized net actuarial loss 49,65 5 6,109 707
Accrued benefit cost $ (130,70 8) (120,459) (115,539)

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

2001 2000

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

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

1-Pe rcentage 1-Percentage
Point Increase Point Decrease

(Dollars in thousands)

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

(10) Retirement and Savings Plans

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

The following is a reconciliation of the beginniagd ending balances for the aggregate benefitatidig and the plan assets for the
Company's retirement and savings plans.

December 31, 2001 2000 1999

(Dollars in thousands)
Change in benefit obligation

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

Acquisition



Benefits paid (14,204)  (12,414) (11,491)
Fair value of plan assets at end of year $ 283,448 329,459 319,901
Net periodic pension benefit for 2001, 2000 and9l@@luded the following componen:

Year ended December 31, 200 1 2000 1999
(Dollars in thousands)

Service cost $ 7,76 0 5,928 5,226

Interest cost 17,82 9 15,381 13,817

Expected return on plan assets (31,90 1) (31,586) (26,824)

Recognized net gains (2,32 5) (7,107)  (3,176)

Net amortization and deferral 30 1 (602) (235)

Net periodic pension benefit $ (8,33 6) (17,986) (11,192

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

December 31, 200 1 2000 1999
(Dollars in thousands)
Benefit obligation $ (271,49 0) (249,835) (205,455)
Fair value of plan assets 283,44 8 329,459 319,901
Unrecognized transition asset (1,40 4) (1,648) (1,892)
Unamortized prior service cost 5,01 7 4,126 1,031
Unrecognized net actuarial (gain) loss 26,78 2 (49,336) (100,052)
Prepaid benefit cost $ 42,35 3 32,766 13,533
Assumptions used in accounting for the pensiongéenof December 2001 and 2000 were:
2001 2000
Discount rates 7.0% 7.25
Expected long-term rate of return on assets 8.0-10.0% 8.0-10.0

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

and is funded by Company contributions determirmatlally by the Board of Directors. The Companyisemse related to the ESOP during

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

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

(11) Income Taxes

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

December 31, 2001 2000

(Dollars in thousands)
Deferred tax assets

Postretirement benefit costs $ 31,670 30,738
Regulatory support 12,163 13,504
Net operating loss carryforwards 19,691 6,211
Regulatory liability 2,175 3,191
Long-term debt 6,606 7,765
Other employee benefits 8,255 7,090
Other 12,255 12,544
Gross deferred tax assets 92,815 81,043
Less valuation allowance (19,691) (6,211)




Net deferred tax assets 73,124 74,832

Deferred tax liabilities

Property, plant and equipment, primarily due t 0
depreciation differences (152,506) (104,320)
Excess cost of net assets acquired (218,461) (201,132)
Deferred debt costs (2,582) (2,764)
Marketable equity securities - (13,715)
Intercompany profits (3,283) (3,283)
Other - (394)
Gross deferred tax liabilities (376,832) (325,608)
Net deferred tax liability $ (303,708) (250,776)

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

Year ended December 31, 2001 2000 1999

(Percentage of pre-tax income)

Statutory federal income tax rate 35.0% 35.0 35.0
State income taxes, net of federal income tax benef it 7 3.2 2.4
Amortization of nondeductible excess cost of net as sets acquired 3.4 3.7 3.7
Amortization of investment tax credits (.2) (:3) (.7)
Amortization of regulatory liability (.7) (.8) (.8)
Other, net (.1) (.6) (.1)
Effective income tax rate 38.1% 40.2 39.5

Income tax expense from continuing operations ihetlin the Consolidated Statements of Income f®y#ars ended December 31, 2001,
2000 and 1999 was as follows:

Year ended December 31, 200 1 2000 1999
(Dollars in thousands)
Federal
Current $ 24,03 2 42,295 85,128
Deferred 62,16 4 30,932 (4,982)
State
Current 6,73 5 9,393 13,558
Deferred (4,22 0) 922 (5,144)

$ 88,71 1 83,542 88,560

Income tax expense from continuing operations vlasated as follows:

Year ended December 31, 2001 2000 1999

(Dollars in thousands)
Net tax expense in the consolidated statements of i ncome $ 88,711 83,542 88,560
Stockholders' equity
Compensation expense for tax purposes
in excess of amounts recognized for

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

$ 73,945 59,899 102,495

(12) Sale of Assets

In the second quarter of 2001, the Company recoadm@-tax gain (reflected in discontinued operegjaf approximately $185.1 million
($117.7 million after-tax; $.83 per diluted shadele to the sale of 30 PCS licenses to Leap Wirdfgsmnational, Inc. ("Leap"). In
conjunction with the sale of the licenses to Lebp,Company also recorded a pre-tax charge (reflaatdiscontinued operations) of $18.2
million ($11.6 million afte-tax; $.08 per share) due to the write down in thlee of certain nc-operating asset



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

In the first quarter of 2000 the Company recordgdeatax gain (reflected in discontinued operatjaggregating $9.9 million ($5.2 million
after tax) due to the sale of its remaining AlaskHular operations.

In the third quarter of 2000 the Company recordedeatax gain (reflected in discontinued operatj@aggregating $10.7 million ($6.4 million
after tax) due to the sale of its minority intenesa non-strategic cellular partnership.

In the first quarter of 1999 the Company recordgdeatax gain (reflected in discontinued operatjaggregating $10.4 million ($6.7 million
after tax) due to the sale of its remaining comrsloares of MCIWorldCom, Inc.

In May 1999, the Company sold substantially alit®fAlaska-based operations that were acquiredearatquisition of Pacific Telecom, Inc.
on December 1, 1997. The Company received appraeiyn®300 million in after-tax cash as a resulths transaction. In accordance with
purchase accounting, no gain or loss was recorged the disposition of these properties.

In June 1999, the Company sold the assets oflitdareoperations in Brownsville and McAllen, Texts approximately $96 million cash. In
connection therewith, the Company recorded a prgrin (reflected in discontinued operations) gbragimately $39.6 million, and an after-
tax loss of approximately $7.8 million.

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

(13) Earnings Per Share

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

Year ended December 31, 2001 2000 1999

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

Income (Numerator):

Income from continuing operations $ 144,146 124,229 135,52 0
Discontinued operations, net of tax 198,885 107,245 104,24 9
Net income 343,031 231,474 239,76 9
Dividends applicable to preferred stock (399) (399) (40 3)
Net income applicable to common stock for

computing basic earnings per share 342,632 231,075 239,36 6
Dividends applicable to preferred stock 399 399 40 3
Interest on convertible securities, net of taxes - 132 25 2
Net income as adjusted for purposes of computing

diluted earnings per share $ 343,031 231,606 240,02 1
Net income applicable to common stock for computing basic

earnings per share, as adjusted for goodwill amor tization $ 398,898 277,630 281,18 0
Net income as adjusted for purposes of computing di luted

earnings per share, as adjusted for goodwill amor tization $ 399,297 278,161 281,83 5
Shares (Denominator):
Weighted average number of shares outstanding

during period 141,021 140,440 139,31 3
Employee Stock Ownership Plan shares not

committed to be released (278) (371) (46 5)

Weighted average number of shares outstanding durin g
period for computing basic earnings per share 140,743 140,069 138,84 8
Incremental common shares attributable to
dilutive securities:
Conversion of convertible securities 435 707 98 1
Shares issuable under outstanding stock option 5 1,129 1,088 1,60 3

Number of shares as adjusted for purposes of
computing diluted earnings per share 142,307 141,864 141,43 2




Basic earnings per share

From continuing operations $ 1.02 .88 .9 7
From continuing operations, as adjusted for

goodwill amortization $ 1.35 1.15 1.2 0
From discontinued operations $ 141 a7 7 5
From discontinued operations, as adjusted for

goodwill amortization $ 1.48 .84 .8 3
Basic earnings per share $ 243 1.65 1.7 2
Basic earnings per share, as adjusted for

goodwill amortization $ 283 1.98 2.0 3

Diluted earnings per share

From continuing operations $ 1.01 .88 .9 6
From continuing operations, as adjusted for

goodwill amortization $ 134 1.13 11 8
From discontinued operations $ 1.40 .76 7 4
From discontinued operations, as adjusted for

goodwill amortization $ 147 .83 .8 1
Basic earnings per share $ 241 1.63 1.7 0
Basic earnings per share, as adjusted for

goodwill amortization $ 281 1.96 1.9 9

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

(14) Accounting for the Effects of Regulation

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

The Company's consolidated balance sheet as ohilege31, 2001 included regulatory assets of appratély $769.8 million and regulatc
liabilities of approximately $2.9 million. The $7@&million of regulatory assets included amountatezl to accumulated depreciation ($766.3
million), income taxes ($235,000), deferred costoaiated with regulatory proceedings ($356,00@)deferred financing costs ($2.9

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

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

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

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

The properties to be acquired from Verizon in 2802 not expected to be accounted for under thegioms of SFAS 71.

(15) Stock Option Progral



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

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

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

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

During 1999 the Company granted 83,743 options'{889 Options") at market price. The weighted agerfair value of each of the 1999
Options was estimated as of the date of grant ®18e90 using an option-pricing model with the daling assumptions: dividend yield - .4%;
expected volatility - 20%; risk-free interest rai.6%; and expected option life - seven years.

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

Number Average
of options price

Outstanding December 31, 1998 4,780,613 $ 13.35
Exercised (1,369,459) 10.90
Granted 83,743 40.88
Forfeited (9,055) 37.07

Outstanding December 31, 1999 3,485,842 14.92
Exercised (369,308) 12.46
Granted 1,565,750 33.00
Forfeited (1,125) 13.33

Outstanding December 31, 2000 4,681,159 21.16
Exercised (149,806) 15.91
Granted 1,971,750 28.14
Forfeited (135,583) 18.42

Outstanding December 31, 2001 6,367,520 23.51

Exercisable December 31, 2000 3,113,496 15.21

Exercisable December 31, 2001 3,342,216 17.81

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

Options outstanding
Weighted average
Range of remaining contractual Weighted aver age
exercise prices Number of options life outstanding exercise pri ce
$ 11.67-12.30 760,966 17 $ 1229
13.33-17.64 1,934,420 4.2 14.95
24.50-26.31 381,650 7.8 25.29
26.98-31.54 1,932,136 8.6 28.15
31.75-38.50 1,313,517 9.3 34.62
39.00-46.19 44,831 7.4 42.51
11.67-46.19 6,367,520 7.8 23.51
Options exercisable
Range of Num ber of Weighted aver age

exercise prices options exercisable exercise pri ce



$ 11.67-12.30 760,966 $ 12.29

13.33-17.64 1 ,934,420 14.95
24.50-26.31 120,824 25.21
26.98-31.54 62,953 28.84
31.75-38.50 418,222 34.62
39.00-46.19 44,831 42.51
11.67-46.19 3 ,342,216 17.81

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

program. Accordingly, the Company has not recoghaampensation cost in connection with issuinglstaations. If compensation cost for
CenturyTel's options had been determined consist#htStatement of Financial Accounting Standards N23 "Accounting for Stock-Based
Compensation", the Company's net income and eamiagshare on a pro forma basis for 2001, 2000888 would have been as follows:

Year ended December 31, 2001 2000 1999

(Dollars in thousands,
except per share amounts)

Net income
As reported $3 43,031 231,474 239,769
Pro forma $3 34,060 225,164 239,033

Basic earnings per share

As reported $ 2.43 1.65 1.72

Pro forma $ 2.37 1.60 1.72
Diluted earnings per share

As reported $ 2.41 1.63 1.70
Pro forma $ 2.35 1.59 1.69

(16) Supplemental Cash Flow Disclosures

The Company paid interest, net of amounts capédlaf $3.5 million, $4.5 million and $2.0 milliorudng 2001, 2000 and 1999, respectiv
of $224.7 million, $164.0 million and $148.3 miltialuring 2001, 2000 and 1999, respectively. Inctames paid were $128.3 million in
2001, $142.3 million in 2000 and $270.9 millionlia99.

CenturyTel has consummated the acquisitions obuaroperations, along with certain other assetiglthe three years ended Decembel
2001. In connection with these acquisitions, tHfang assets were acquired and liabilities asslime

Year ended December 31, 200 1 2000 1999

(Dollars in thousands)

Property, plant and equipment, net $ - 607,415 252
Excess cost of net assets acquired 33,18 3 917,468 4,024
Other investments - 1,972 -
Long-term debt - (378) -
Deferred credits and other liabilities 13,94 8 (44,465) -
Other assets and liabilities, excluding

cash and cash equivalents - 53,671 (75)
Decrease in cash due to acquisitions $ 47,13 1 1,535,683 4,201

CenturyTel has disposed of various operations,gatith certain other assets, during the three yeaged December 31, 2001. In connection
with these dispositions, the following assets vezid, liabilities eliminated, assets received aaith gecognized:

Year ended December 31, 2001 2000 1999

(Dollars in thousands)

Property, plant and equipment, net $ (2,447) - (155,139)
Excess cost of net assets acquired, net - - (252,924)
Marketable equity securities (3,614) - (7,514)
Other assets and liabilities, excluding cash and

cash equivalents (19,080) - 48,654
Gain on sale of assets (33,043) - (11,284)

Increase in cash due to dispositions $ (58,184) - (378,207)




(17) Fair Value of Financial Instruments

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

Carrying Fair
Amount value

(Dollars in thousands)
December 31, 2001

Financial assets $ 25,601 25,601 (3)

Financial liabilities

Long-term debt (including current maturities) $ 3,043,334 3,040,242 (2)
Other $ 29,308 29,308 (3)
December 31, 2000
Financial assets
Investments
Marketable equity securities $ 42,801 42,801 (1)
Other $ 27,434 27,434 (3)
Financial liabilities
Long-term debt (including current maturities) $ 3,196,954 3,104,583 (2)
Other $ 27,655 27,655 (3)

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

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

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

The carrying amount of cash and cash equivaleotgumts receivable, short-term debt, accounts payatdl accrued expenses approximates
the fair value due to the short maturity of thesruments.

(18) Business Segments

The Company's only separately reportable busireggsent is its telephone operations. The operatiogme of this segment is reviewed by
the chief operating decision maker to assess padioce and make business decisions. Due to theresdie of the Company's wireless
operations to Alltel, such operations (which werevipusly reported as a separate segment) ardfiddsass discontinued operations. Other
operations include, but are not limited to, the @any's non-regulated long distance operationstriat@perations, competitive local
exchange carrier operations, fiber network busiaesssecurity monitoring operations.

The Company's telephone operations are conductedtah suburban and small urban communities istafes. Approximately 87% of the
Company's telephone access lines are in WiscoAdiansas, Washington, Missouri, Michigan, Louisia@alorado, Ohio and Oregon.

Depreciation
O perating and Operating
evenues  amortization income

bl

(Dollars in thousands)
Year ended December 31, 2001

Telephone $ 1 ,505,733 398,284 423,420
Other operations 173,771 8,754 22,098
Corporate overhead costs allocable to

discontinued operations - - (20,213)
Total $ 1 ,679,504 407,038 425,305

Year ended December 31, 2000

Telephone $1 ,253,969 317,906 376,290
Other operations 148,388 4911 31,258
Corporate overhead costs allocable to

discontinued operations - - (21,411)




Total $1 ,402,357 322,817 386,137

Year ended December 31, 1999

Telephone $ 1 ,126,112 273,666 351,559
Other operations 128,288 6,557 22,580
Corporate overhead costs allocable to

discontinued operations - - (19,416)
Total $ 1 ,254,400 280,223 354,723
Year ended December 31, 2001 2000 1999

(Dollars in thousands)

Operating income $ 425 ,305 386,137 354,723
Nonrecurring gains and losses, net 33 ,043 - 11,284
Interest expense (225 ,523) (183,302) (150,557)
Minority interest (302) 1,397 (76)
Other income and expense 334 3,539 8,706
Income from continuing operations

before income tax expense $ 232 ,857 207,771 224,080

Year ended December 31, 2001 2000 1999

(Dollars in thousands)
Capital expenditures

Telephone $ 351,010 275,523 233,512

Other operations 84,505 115,546 97,708
Total $ 435,515 391,069 331,220
December 31, 2001 2000 1999

(Dollars in thousands)
Total assets

Telephone $ 4,754,522 4,769,557 3,375,163
Other operations 718,734 721,600 473,781
Assets held for sale 845,428 902,133 856,463
Total assets $ 6,318,684 6,393,290 4,705,407

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

(19) Commitments and Contingencies

Construction expenditures and investments in vekjduildings and equipment during 2002 are estichitt be $315 million for telephone
operations and $45 million for other operations.

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

(20) PENDING ACQUISITIONS

In October 2001, the Company entered into defiaiigset purchase agreements to purchase fromatafilof Verizon telephone access lines
(which numbered approximately 676,000 at DecemtePB01) and related local exchange assets in Misaod Alabama for approximately
$2.159 hillion in cash, subject to adjustments Wwtdce not expected to be material in the aggreghtder each definitive agreement, the
Company has agreed to pay Verizon 10% of the tcdiesaconsideration if the purchase is not consutethander specified conditions,
including the Company's incapacity to finance tla@s$action. These transactions are anticipatebbse ¢n the second half of 2002, subject to
regulatory approvals and certain other closing @@rs. The Company's financing plans are not yeaglete and will be dependent upon the
Company's review of its alternatives and marketdans.

(21) SUBSEQUENT EVEN"



On March 19, 2002, the Company entered into a ieBnagreement to sell its wireless operationari@ffiliate of Alltel for $1.65 billion
cash, subject to certain adjustments and contingenas a result of such agreement, the Compariyétess operations for 2001, 2000 and
1999 have been restated as discontinued operatidhe Company's financial statements.

CENTURYTEL, INC.
Consolidated Quarterly Income Statement Information

(Unaudited)
First Second Third Four th

quarter  quarter  quarter quar ter

(Dollars in thousands, except per share amou nts)
2001 (unaudited)
Operating revenues $ 411,602 409,250 423,973 434, 679
Operating income $ 104,309 99,209 105,991 115, 796
Income from continuing operations $ 26,851 21,069 59,570 36, 657
Net income $ 46,722 154,241 92,305 49, 763
Basic earnings per share from continuing operations $ .19 .15 42 .26
Basic earnings per share $ .33 1.10 .66 .35
Diluted earnings per share from continuing operatio ns $ .19 .15 42 .26
Diluted earnings per share $ .33 1.09 .65 .35
2000
Operating revenues $ 312,552 312,014 362,402 415, 389
Operating income $ 86,074 86,894 103,448 109, 721
Income from continuing operations $ 30,869 31,423 28,877 33, 060
Net income $ 49,284 57,845 67,224 57, 121
Basic earnings per share from continuing operations $ .22 .22 .21 .23
Basic earnings per share $ .35 41 48 41
Diluted earnings per share from continuing operatio ns $ .22 .22 .20 .23
Diluted earnings per share $ .35 41 AT .40

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

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



SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS
CENTURYTEL, INC.

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

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

(Dollars in thousands)

Year ended December 31, 2001

Allowance for doubtful accounts $ 99 68 22,533 (18,593) - 13,908
Valuation allowance for
deferred tax assets $ 6,2 11 13,480 - - 19,691
Year ended December 31, 2000
Allowance for doubtful accounts $ 25 94 15,977 (12,485) 3,882 (2) 9,968
Valuation allowance for
deferred tax assets $ - 6,211 - - 6,211

Year ended December 31, 1999
Allowance for doubtful accounts $ 2,2 19 6,906 (6,400) (131) (2) 2,594
Valuation allowance for
deferred tax assets $ - - - - -

(1) Customers' accounts written-off, net of rectaser

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

SIGNATURE

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

CenturyTel, Inc.

Dated: August 13, 2002 By: /s/ Neil A Sweasy

Neil A. Sweasy
Vi ce President and Controller



EXHIBIT 23
Independent Auditors' Consent

The Board of Directors
CenturyTel, Inc.:

We consent to incorporation by reference in theiRegjion Statements (No. 333-35432 and No. 333%218n Form S-3, the Registration
Statements (No. 33-46562, No. 33-60061, No. 333t67Blo. 333-91351, No. 333-37148, No. 333-60806,383-64992 and No. 333-
65004) on Form S-8, the Registration Statements 8881314 and No. 33-46473) on combined Form 8eBrFoorm S3, and the Registratic
Statements (No. 33-48956 and No. 333-17015) on F#hof CenturyTel, Inc. of our report dated Jagwgf, 2002, relating to the
consolidated balance sheets of CenturyTel, Inc.sabgidiaries as of December 31, 2001 and 2000thenictlated consolidated statements of
income, comprehensive income, stockholders' eqaitgl,cash flows and related financial statemeradidles for each of the years in the
three-year period ended December 31, 2001, whpbrr@ppears in the current report on Form 8-K efitryTel, Inc. dated August 13,

2002.
I'sl KPMG LLP

Shreveport, Louisiana
August 12, 2002
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