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Item 8.01 Other Events

CenturyTel, Inc. (the "Company") is an integratedhenunications company engaged primarily in pro\gdam array of communications
services to its customers, including local exchatgey distance, Internet access and data servitesCompany strives to maintain its
customer relationships by, among other things, bioigdts service offerings to provide its custometigh a complete offering of integrated
communications services. As a result of the Comisangreased focus on integrated bundle offerimgsthe varied discount structures
associated with such offerings, the Company detexcththat, effective in the first quarter of 2004, results of operations would be more
appropriately reported as a single reportable segoaer the provisions of Statement of Financieddunting Standards No. 131,
"Disclosures about Segments of an Enterprise atatdtelnformation” ("SFAS 131"). Therefore, theukts of operations as reported in the
Company's quarterly reports on Form 10-Q for th& three quarters of 2004 reflect the presentaifansingle reportable segment. As
required under SFAS 131, the Company restateddiresponding quarterly periods for 2003 in conrmctvith filing its 2004 Form 10-Q's.

For various reasons, the Company believes it isgsary and appropriate to restate certain portbtitee Company's annual report on Form
10-K for the year ended December 31, 2003 to reflecchange in segment reporting in accordande S8HRAS 131. Exhibit 99 of this Report
on Form 8-K updates through March 12, 2004 portmiigems 6, 7 and 8 of the Company's 2003 ForniK1bat are affected by the chang:
segment reporting. In connection with this chartige,Company has, among other things, (i) eliminatrthin 2003 revenues arising out of
previously-reported intersegment transactions (whézdluced operating expenses by a like amounthardfore had no impact on operating
income), (i) reclassified certain revenues to conf to the new revenue components and (iii) retfladsdepreciation expense related to
certain service subsidiaries of the Company fromrafing expenses to depreciation expense. In B®8hithe Company has also eliminated
its forecast of 2004 access line losses and pewsists previously contained in Item 7 of the 20081 10-K. Items 1 and 2 of the 2003 Form
10-K have not been revised as the substance ofdisclosure was not affected by the change in segmeorting. All other items of the
2003 Form 10-K remain unchanged.

No attempt has been made to update matters ind@ Rorm 1-K except to the extent expressly provided abowkdiaclosures in the 2003
Form 10-K, including those reflected in the upddteths below, continue to speak only as of March2i®4 (or such earlier date as may be
expressly provided for in tt2003 Form 1-K). Although this K Report is being filed in early 2005, the Compamgnds the restate



disclosures in Exhibit 99 to be read as if this &&port was filed on March 12, 2004. For informatim developments since these dates,
please refer to the Company's reports filed afiehslates under the Securities Exchange Act of 1934

Item 9.01 Financial Statements and Exhibits

The following exhibits are filed as part of thipoest:

(c) Exhibits

23 Consent of Independent Registered Public Acdogiftirm.

99 Items 6, 7 and 8 of the Company's Annual Repofform 10-K for the year ended December 31, 23ated as required under the
provisions of SFAS 131.

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: January 26, 2005 By: /s/ Neil A Sweasy

Neil A. Sweasy
Vi ce President and Controller



EXHIBIT 23
Consent of Independent Registered Public Accountingirm

The Board of Directors
CenturyTel, Inc.:

We consent to incorporation by reference in theiRegjion Statements (No. 333-91361 and No. 33378%2n Form S-3, the Registration
Statements (No. 33-46562, No. 33-60061, No. 33%#87Mo. 333-60806, No. 333-64992, No. 333-65004,383-89060, No. 333-105090
and No. 333-109181) on Form S-8, and the Registré&tatements (No. 33-48956 and No. 333-17015)oomFS4 of CenturyTel, Inc. of ot
report dated January 29, 2004, except as to notehidh is as of January 14, 2005, relating to thwesolidated balance sheets of CenturyTel,
Inc. and subsidiaries as of December 31, 2003 80a,2and the related consolidated statements ofiieg comprehensive income, cash
flows, and stockholders' equity and related finahsiatement schedule for each of the years ithtlee-year period ended December 31,
2003, which report appears in the current repoff@m 8-K of CenturyTel, Inc. dated January 26,%200ur report refers to a change in
method of accounting for goodwill and other intdsigiassets in 2002.

/sl KPMG LLP

KPMG LLP

Shreveport, Louisiana
January 25, 2005



Exhibit 99

Below are Iltems 6, 7 and 8 of CenturyTel, Inc.'sua report on Form 10-K for the year ended Decerthe2003, restated in their entirety
for the presentation of a single reportable segnantequired under the provisions of Statemefirdncial Accounting Standards No. 131,
"Disclosures about Segments of an Enterprise atatd&klnformation.”
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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, 2003:

Selected Income Statement Data

Year ended December 31,

2003 2002 2001 2000 19 99

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

Operating revenues $ 2,367,61 0 1,971,996 1,679,504 1,402,357 1,254,4 00

Operating income $ 750,39 6 575,406 425305 386,137 354,7 23

Nonrecurring gains and

losses, net (pre-tax) $ - 3,709 33,043 - 11,2 84
Income from continuing operations $ 344,70 7 193,533 149,081 127,474 134,0 68
Basic earnings per share from

continuing operations $ 2.4 0 1.36 1.06 91 . 96
Basic earnings per share from

continuing operations, as adjusted

for goodwill amortization $ 2.4 0 1.36 1.39 1.17 1. 19
Diluted earnings per share from

continuing operations $ 2.3 8 1.35 1.05 .90 . 95
Diluted earnings per share from

continuing operations, as adjusted

for goodwill amortization $ 23 8 1.35 1.37 1.16 1. 17
Dividends per common share $ 2 2 .21 .20 .19 . 18
Average basic shares outstanding 143,58 3 141,613 140,743 140,069 138, 848

Average diluted shares
outstanding 144,70 0 142,879 142,307 141,864 141, 432




Selected Balance Sheet Data

December 31,

2003 2002 2001 2000 19 99

(Dollars in thousands)
Net property, plant and

equipment $ 3,455,48 1 3,531,645 2,736,142 2,698,010 2,000,7 89
Goodwill $ 3,425,00 1 3,427,281 2,087,158 2,108,344 1,267,9 08
Total assets $ 7,895,85 2 7,770,408 6,318,684 6,393,290 4,705,4 07
Long-term debt $ 3,109,30 2 3,578,132 2,087,500 3,050,292 2,075,2 12
Stockholders' equity $ 3,478,551 6

3,088,004 2,337,380 2,032,079 1,847,9 92

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, 2003:

Year ended December 31,

2003 2002 2001 2000 19 99

Telephone access lines 2,376,11 8 2,414,564 1,797,643 1,800,565 1,272, 867

Long distance customers 769,76 6 648,797 465,872 363,307 303, 722

See ltems 1 and 2 in Part | and Items 7 and 8 élsexherein for additional information.
Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations
RESULTS OF OPERATIONS
OVERVIEW

CenturyTel, Inc. ("CenturyTel") and its subsidiarighe "Company") is an integrated communicatiammmany engaged primarily in
providing local exchange, long distance, Interreeas and data services to customers in 22 stdtesCompany currently derives its
revenues from providing (i) local exchange teleghservices, (ii) network access services, (iiiglaiistance services, (iv) data services,
which includes both dial-up and digital subscriliee ("DSL") Internet services, as well as speaiedess and private line services, (v) fiber
transport, competitive local exchange and secunibypitoring services and (vi) other related services

The Company strives to maintain its customer reteiips by, among other things, bundling its seraiferings to provide its customers with
a complete offering of integrated communicationsises. Effective in the first quarter of 2004,aasesult of the Company's increased focus
on integrated bundle offerings and the varied diststructures associated with such offeringsQbmpany determined that its results of
operations would be more appropriately reported siegle reportable segment under the provisior&atement of Financial Accounting
Standards No. 131, "Disclosures about Segments Bhterprise and Related Information.” Therefdne, results of operations for 2004 and
future years will reflect the presentation of agéénreportable segment. Results of operations@0822002 and 2001 have been conformed to
the Company's future presentation of a single tapte segment in this Report on Form 8-K. In cotinaavith the change in segment
reporting, the Company has, among other thingsgli)inated certain revenues arising out of presipuieported intersegment transactions
(which reduced operating expenses by a like amanditherefore had no impact on operating inconiigye€lassified certain revenues to
conform to the new revenue components and (iilpssified depreciation expense related to certivice subsidiaries of the Company from
operating expenses of its regulated operationgpoetiation expense.

On July 1, 2002, the Company acquired the locahamge telephone operations of Verizon Communicstibre. (“Verizon") in the state of
Alabama for approximately $1.022 billion cash. Omghist 31, 2002, the Company acquired the localan@d telephone operations of
Verizon in the state of Missouri for approximat8li.179 billion cash. The results of operationstfier Verizon assets acquired are reflected in
the Company's consolidated results of operatiohsesyuent to each respective acquisition. See "Aitgpris" below and Note 2 of Notes to
Consolidated Financial Statements for additionfarimation. During 2003, the Company also acquiibdrftransport assets in five central
U.S. states (which the Company operates underatme.ightCore) for $55.2 million cash.

On August 1, 2002, the Company sold substantidiligfats wireless operations principally to anibfite of ALLTEL Corporation ("Alltel") ir
exchange for an aggregate of approximately $1.H8min cash. As a result, the Company's wirelegsrations for the years ended Decen
31, 2002 and 2001 have been reflected as discautioperations on the Company's consolidated statsrmé&income and cash flows. For
further information, see "Discontinued Operatiohsfow.

During the three years ended December 31, 200 dhepany has acquired and sold various other apagtthe impact of which has r



been material to the financial position or resafteperations of the Company.

The net income of the Company for 2003 was $344llfom compared to $801.6 million during 2002 &$@43.0 million during 2001.
Diluted earnings per share for 2003 was $2.38 coetpt $5.61 in 2002 and $2.41 in 2001. Income foommtinuing operations (and diluted
earnings per share from continuing operations) $&<!.7 million ($2.38), $193.5 million ($1.35) afi#l49.1 million ($1.05) for 2003, 2002
and 2001, respectively. In accordance with the isions of Statement of Financial Accounting Staddaxo. 142, "Goodwill and Other
Intangible Assets" ("SFAS 142"), amortization obgwill ceased effective January 1, 2002. If theultssof operations for the year ended
December 31, 2001 been subject to the provisiol®=&S 142, income from continuing operations (aiated earnings per share) would
have been $195.4 million ($1.37) and net income @ituted earnings per share) would have been $38dlion ($2.81).



Year ended December 31, 2003 2002 2001

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

Operating income $ 750,396 575,406 425,305
Interest expense (226,751) (221,845) (225,523)
Income from unconsolidated cellular entity 6,160 5,582 7,592
Nonrecurring gains and losses, net - 3,709 33,043

Other income and expense 2,154  (63,814) 32
Income tax expense (187,252) (105,505) (91,368)
Income from continuing operations 344,707 193,533 149,081
Discontinued operations, net of tax - 608,091 193,950

Net income $ 344,707 801,624 343,031
Net income, as adjusted for goodwill amortization $ 344,707 801,624 399,297

Basic earnings per share

From continuing operations $ 2.40 1.36 1.06

From continuing operations, as adjusted for

goodwill amortization $ 2.40 1.36 1.39

From discontinued operations $ - 4.29 1.38

From discontinued operations, as adjusted for

goodwill amortization $ - 4.29 1.45

Basic earnings per share $ 2.40 5.66 2.43

Basic earnings per share, as adjusted for

goodwill amortization $ 2.40 5.66 2.83
Diluted earnings per share

From continuing operations $ 2.38 1.35 1.05

From continuing operations, as adjusted for

goodwill amortization $ 2.38 1.35 1.37

From discontinued operations $ - 4.26 1.36

From discontinued operations, as adjusted for

goodwill amortization $ - 4.26 1.43

Diluted earnings per share $ 2.38 5.61 2.41

Diluted earnings per share, as adjusted for

goodwill amortization $ 2.38 5.61 2.81
Average basic shares outstanding 143,583 141,613 140,743
Average diluted shares outstanding 144,700 142,879 142,307

Operating income increased $175.0 million in 200 &395.6 million (20.1%) increase in operatingerelies was partially offset by a $220.6
million (15.8%) increase in operating expenses.régg income increased $150.1 million in 2002 &282.5 million (17.4%) increase in
operating revenues was partially offset by a $14#l4on (11.4%) increase in operating expenses.

In addition to historical information, this managemtis discussion and analysis includes certaindaaviooking statements that are based on
current expectations only, and are subject to abmurof risks, uncertainties and assumptions, méamyhach are beyond the control of the
Company. Actual events and results may differ nigtgrfrom those anticipated, estimated or projddfeone or more of these risks or
uncertainties materialize, or if underlying assuon prove incorrect. Factors that could affecuaktesults include but are not limited to:
timing, success and overall effects of competiffom a wide variety of competitive providers; thgks inherent in rapid technological
change; the effects of ongoing changes in the atigul of the communications industry; the Compaapiity to effectively manage its

growth, including integrating newly-acquired busises into the Company's operations, hiring adequatders of qualified staff, and
successfully upgrading its billing and other infation systems; possible changes in the demandrfaricing of, the Company's products
services; the Company's ability to successfullyoititice new product or service offerings on a tinzaly cost-effective basis; the Company's
ability to collect its receivables from financialiopubled communications companies; other risksregfced from time to time in this report or
other of the Company's filings with the Securitiesl Exchange Commission; and the effects of mamergéfactors such as changes in
interest rates, in tax rates, in accounting paicepractices, in operating, medical or administeacosts, in general market, labor or
economic conditions, or in legislation, regulatmmpublic policy. These and other uncertaintieatesl to the business are described in greater
detail in Item 1 included herein. You are cautionetito place undue reliance on these forward-topkitatements, 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.

OPERATING REVENUES

Year ended December 31, 2003 2002 2001
(Dollars in thousands)
Local service $ 712,56 5 570,871 466,985
Network access 1,001,46 2 884,982 812,440




Long distance 173,88 4 146,536 117,363
Data 244,99 8 179,695 125,619
Fiber transport and CLEC 43,04 1 21,666 6,106
Other 191,66 0 168,246 150,991
Operating revenues $ 2,367,61 0 1,971,996 1,679,504

Local service revenues. Local service revenuesaiiged from the provision of local exchange telmpdservices in the Company's service
areas. Of the $141.7 million (24.8%) increase galservice revenues in 2003, $121.2 million was ©huthe properties acquired from
Verizon in the third quarter of 2002. Of the renia@n$20.5 million increase, $8.4 million was duehe provision of custom calling features
to more customers and $5.9 million was due to e rates in certain jurisdictions. Of the $108ilon (22.2%) increase in local service
revenues in 2002, $96.7 million was due to the &ttipn of the Verizon properties in 2002. The rémirag $7.2 million increase was
primarily due to a $7.6 million increase resultingm the provision of custom calling features torsoustomers and a $1.8 million increase
due to increased rates in certain jurisdictionscess lines declined 38,400 (1.6%) during 2003 coetht a decline of 19,600 (1.1%) in 2(
(exclusive of acquisitions). The Company believesdecline in the number of access lines durin@20@ 2002 is primarily due to general
economic conditions in the Company's markets aadltbplacement of traditional wireline telephonerees by other competitive services,
including the Company's DSL product offering. Exasnthe economy recovers, the Company believesitiyatebound in access lines will be
limited by continued access line losses causedapiliyrby the impact of other competitive services.

Network access revenues. Network access reveninearly related tc

(i) services provided by the Company to long distacarriers, wireless carriers and other carriedscastomers in connection with the use of
the Company's facilities to originate and termirthtgr interstate and intrastate voice and datestrassions and (i) the receipt of universal
support funds which allows the Company to recoveordion of its costs under federal and state masivery mechanisms. Certain of the
Company's interstate network access revenues aeel lom tariffed access charges filed directly withFederal Communications Commis:
("FCC"); the remainder of such revenues are deniweter revenue sharing arrangements with other Ldéi@snistered by the National
Exchange Carrier Association. Intrastate netwodeas revenues are based on tariffed access clidedesith state regulatory agencies or
are derived under revenue sharing arrangementsowigr LECs



Network access revenues increased $116.5 millidr2¢a) in 2003 and $72.5 million (8.9%) in 2002 do¢he following factors

2003 2002
increase increase
(decrease) (decrease)

(Dollars in thousands)

Acquisitions of Verizon properties in third

quarter 2002 $ 107,319 81,134
Increased recovery from the federal Universal

Service Fund ("USF") 250 13,832
One-time refund of access charges to

interexchange carriers 7,645 (7,645)

Intrastate revenues due to decreased minutes

of use and decreased access rates in

certain states (6,798) (27,740)
Partial recovery of increased operating

costs through revenue sharing arrangements

with other telephone companies, increased

recovery from state support funds and

return on rate base 3,513 4,808
Rate changes in certain jurisdictions 2,472 5,600
Revision of prior year revenue settlement

agreements 7,368 604
Other, net (5,289) 1,949

$ 116,480 72,542

As indicated in the chart above, in 2003 the Comgpaperienced a reduction in its intrastate rever{agclusive of the properties acquired
from Verizon in 2002) of approximately $6.8 millignimarily due to (i) a reduction in intrastate miies (partially due to the displacement of
minutes by wireless and electronic mail services) @) decreased access rates in certain stabescdrresponding decrease in 2002
compared to 2001 was $27.7 million. The Companiebes intrastate minutes will continue to declin004, although the magnitude of
such decrease cannot be precisely estimated.

The Company anticipates that revenue derived ftemevision of prior year revenue settlement ageamwill be lower in 2004 compared to
2003 levels.

Long distance revenues. Long distance revenuet teldhe provision of retail long distance sersite its customers. Long distance revenues
increased $27.3 million (18.7%) and $29.2 milli@4.0%) in 2003 and 2002, respectively. The $27IBaniincrease in 2003 was primarily
attributable to the growth in the number of custmsrend increased minutes of use ($32.6 millioriparily due to penetration of the markets
acquired from Verizon in 2002. Such increase wagily offset by a decrease in the average rasegdd by the Company ($5.3 million).

The $29.2 million increase in 2002 was primarilyibtitable to the growth in the number of custoneerd increased average minutes of use
($34.8 million), partially offset by a decreasetie average rate charged by the Company per mafutee ($5.8 million). The Company
anticipates that increased competition will condito place downward pressure on rates. The nunibb@en@ distance customers as of
December 31, 2003, 2002, and 2001 was approxim@6sly760, 648,790, and 465,870, respectively.

Data revenues. Data revenues include revenuesisimelated to the provision of Internet acceswmes (both dial-up and DSL services)
and the provision of data transmission services special circuits and private lines. Data reverinegeased $65.3 million (36.3%) in 2003
and $54.1 million (43.0%) in 2002. The $65.3 millimcrease in 2003 was primarily due to (i) a $38idion increase due to the acquisition
of the Verizon properties in 2002 and

(i) a $21.3 million increase in Internet revenade® primarily to growth in the number of customerincipally due to expansion of the
Company's DSL product offering. The $54.1 millioriease in 2002 was primarily due to (i) a $23.llianiincrease due to the acquisition of
the Verizon properties in 2002,

(i) a $19.6 increase in Internet revenues due ailgnto growth in the number of customers, prirdip due to expansion of the Company's
DSL product offering, (iii) a $5.2 million increaskie to an increase in the number of special ¢s@nd (iv) a $4.9 million increase due to
partial recovery of increased operating costs tijinoevenue sharing arrangements with other telephompanies.

Fiber transport and CLEC. Fiber transport and Clt&¢&nues include revenues from the Company's fieasport, competitive local
exchange carrier ("CLEC") and security monitoringinesses. Fiber transport and CLEC revenues edeg21.4 million (98.7%) primarily
due to (i) $16.7 million of revenues associatethwlie Company's acquisitions of fiber transporetssévhich are operated under the name
LightCore) in June and December 2003 and (ii) & $illion increase in revenues in the Company's Clitisiness primarily due to an
increased number of customers, including thoseigedjin connection with the purchase of certain CL&perations on February 28, 2002.
Fiber transport and CLEC revenues increased $1Bli6min 2002, of which $15.1 million was due tocreased revenues in the Company's
CLEC business, primarily due to the above-referd@eEC acquisition in early 2002.

Other revenues. Other revenues include revenuateddio (i) leasing, selling, installing and mainiag customer premise
telecommunications equipment and wiring ("CPE smwI), (ii) providing billing and collection senés for long distance carriers and (iii)
participating in the publication of local directesi Other revenues increased $23.4 million (13.@%ing 2003 and $17.3 million (11.4%) in
2002, substantially all of which is due to the prdjes acquired from Verizon in 20(



OPERATING EXPENSES

Year ended December 31, 2003 2002 2001

(Dollars in thousands)

Cost of services and products
(exclusive of depreciation

and amortization) $ 73921 0 635,164 537,225
Selling, general and administrative 374,35 2 301,681 259,482
Corporate overhead costs allocated

to discontinued operations - 9,548 17,088
Depreciation and amortization 503,65 2 450,197 440,404

$ 161721 4 1,396,590 1,254,199

Cost of services and products. Cost of servicespandicts increased $104.0 million (16.4%) in 2@@arily due to (i) a $77.0 million
increase due to the properties acquired from Variadhe third quarter of 2002, (ii) an $11.1 nailiincrease in expenses associated with the
Company's Internet operations due to an increageinumber of customers, (iii) a $7.4 million iease in expenses associated with the
Company's long distance operations (primarily ladittable to higher minutes of use partially offsgtalbdecrease in the rate per minute of use),
(iv) a $6.3 million increase in expenses associat¢ill the Company's LightCore operations acquiregd03, and (v) a $4.8 million increase

in access expenses.

Of the $97.9 million increase in 2002, $68.9 milliwas attributable to the properties acquired fikéerizon in 2002. The remaining increase
of $29.0 million was primarily due to (i) an $18wlllion increase due to increased salaries andfiien@i) a $13.4 million increase in
expenses associated with the Company's long destmerations (primarily due to increased paymentgher carriers due to higher minutes
of use partially offset by a decrease in the ratenpinute of use), (iii) a $9.5 million increaseeixpenses associated with the Company's C
operations primarily due to the expansion of theifess and operations acquired in the first quaft2002 and (iv) an $8.9 million increase
in expenses associated with the Company's Inteperaaitions due to an increase in the number obmests. Such increases were partially
offset by a $16.4 million decrease in access exggepsamarily as a result of changes in certainooyati calling plans in Arkansas approved in
late 2001 and a $3.0 million decrease in repaigsraaintenance expense.

Selling, general and administrative. Selling, gahand administrative expenses increased $72.1%mi24.1%) in 2003 due to (i) a $50.3
million increase related to the Verizon acquisiiom 2002, (ii) a $14.0 million increase in opengttaxes, which included a $7.5 million
charge arising out of various operating tax audit3003, (iii) a $6.7 million increase in informati technology expenses largely attributable
to the Company's development of the new billingeaysdescribed below under "Development of Billingt®m", (iv) a $4.9 million increase
associated with expanding the Company's Internetations due to an increase in customers and

(v) a $4.4 million increase in expenses associaifithe Company's long distance operations (oftWl$i2.4 million was due to an increas:
billing and collection costs). Such increases wemially offset by a $11.4 million decrease in frevision for uncollectible receivables (as
2002 was adversely impacted by the establishmemt$d’.0 million reserve for uncollectible receilesbprimarily related to the bankruptcy
of MCI (formerly WorldCom, Inc.), whereas 2003 wassitively impacted by a $5.0 million reductiontire provision for uncollectible
receivables due to the partial recovery of amoprdsiously written off related to the bankruptcyMC€l).

Of the $42.2 million increase in 2002, $30.0 milli@lated to the Verizon acquisitions in 2002. Témaining increase of $12.2 million was
due primarily to an $8.3 million increase in expenassociated with the Company's long distanceatipes (of which $5.3 million was
related to increased sales and marketing cost$28dmillion was due to an increase in billing aotlection costs), a $6.4 million increase in
the provision for uncollectible receivables (attitéble to the above-mentioned establishment ofsa0®illion reserve for uncollectible
receivables primarily related to the bankruptcyvi€| which was partially offset by an $8.6 millioaduction in the provision for uncollectit
receivables for nowarrier customers) and a $3.1 million increasealarges and benefits. Such increases were partéfhgt by a $5.0 millio
decrease in operating taxes and a $1.8 millionedeser in expenses related to the provision of CRECss.

Depreciation and amortization. Depreciation and ization increased $53.5 million (11.9%) in 20081&9.8 million (2.2%) in 2002. Of tt
$53.5 million increase in 2003, $50.9 million wagedo the properties acquired from Verizon in 2000 remaining increase is primarily ¢
to increased depreciation expense in the Comp&hEC and fiber transport businesses (including t@gire) and higher levels of plant in
service. The $9.8 million increase in 2002 was plumarily to a $38.0 million increase due to thegerties acquired from Verizon in 2002, a
$27.0 million increase in depreciation expensetdug@gher levels of plant in service in incumberarkets and a $4.7 million increase due to
increased depreciation expense in the Company'sOGirt fiber transport businesses. Such increasessubstantially offset by a $58.0
million decrease related to ceasing amortizatiogaafdwill effective January 1, 2002 in accordand the provisions of SFAS 142.

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

INTEREST EXPENSE

Interest expense increased $4.9 million in 2008 arily due to $7.5 million of interest associateithwarious operating tax audits. Such
increase was partially offset by reduced intergpease due to a decrease in average debt outgga



Interest expense decreased $3.7 million in 2002alaedecrease in average debt outstanding andated rates.
INCOME FROM UNCONSOLIDATED CELLULAR ENTITY

Income from unconsolidated cellular entity was $®iRion in 2003, $5.6 million in 2002 and $7.6 tiwh in 2001. Such income represents
the Company's share of income from its 49% inteareatcellular partnership.

NONRECURRING GAINS AND LOSSES, NET
In 2002, the Company recorded a pre-tax gain of 88llion from the sale of a PCS license.

In 2001, the Company's net favorable nonrecurrirgtax gains were $33.0 million. The Company reedrd pre-tax gain on the sale of its
remaining shares of llluminet Holdings, Inc. ("Hhinet") common stock aggregating $54.6 million (3&illion after-tax; $.25 per diluted
share) and a pre-tax gain of $4.0 million ($2.6ioml after-tax; $.02 per diluted share) on the sdleertain other assets. Additionally in 2001,
the Company recorded pre-tax charges of $25.5ani([$16.6 million after-tax; $.12 per diluted shadae to the write-down in the value of
certain non-operating investments in which the Canypowns a minority interest.

OTHER INCOME AND EXPENSE

Other income and (expense) was $2.2 million in 20$83.8 million) in 2002 and $32,000 in 2001. lrded in 2002 was a $59.9 million pre-
tax charge related to the Company's payment of ijprarim connection with redeeming its Series | rekatable notes, net of unamortized
premium.

INCOME TAX EXPENSE

The Company's effective income tax rate (from guaritig operations) was 35.2%, 35.3% and 38.0% irB2R002 and 2001, respectively.
decrease in the effective tax rate in 2002 comper@®01 is primarily attributable to the effectagfasing amortization of goodwill (some of
which was nondeductible for tax purposes) effecliaeuary 1, 2002 in accordance with the provisafrSFAS 142. In 2003, the Company
reduced the valuation allowance related to ne¢ giperating loss carryforwards as it was moreikiehn not that future taxable income will
be sufficient to enable the Company to utilize eipa of the operating loss carryforwards. For éiddal information, see Note 12 to the
Company's consolidated financial statements appgaisewhere in this report. The Company expegsffective income tax rate to increase
in 2004 due to an increase in the effective staterme tax rate.

DISCONTINUED OPERATIONS

On August 1, 2002, the Company sold substantidiligfats wireless operations to Alltel and certaither purchasers for an aggregate of
approximately $1.59 billion in cash. As a resuie Company's wireless operations for 2002 have teftatted as discontinued operations in
the Company's consolidated financial statements.rébults of operations for 2001 have been restatednform to the 2002 presentation.
The following table summarizes certain informatammcerning the Company's wireless operations p#riods presented.

Year ended December 31, 2002 2001

(Dollars in thousands)
Operating revenues $ 246,705 437,965
Operating expenses, exclusive of corporate
overhead costs of $9.5 million and

$17.1 million (175,447) (305,351)
Income from unconsolidated cellular entities 25,768 19,868
Minority interest expense (8,569) (11,510)
Gain on sale of discontinued operations 803,905 -
Nonrecurring gains - 166,928
Other income 188 4,707
Income tax expense (284,459) (118,657)
Income from discontinued operations, net of tax $ 608,091 193,950

Included in operating expenses for 2002 is a $80lon charge associated with a write-off of athaunts expended to develop the wireless
portion of the Company's billing system currentlydevelopment. Depreciation and amortization ofiimed assets and amortizable
intangibles related to the Company's wireless djmeraceased effective March 19, 2002, the datkeCompany's definitive sales agreen
with Alltel. Such cessation of depreciation and aimation had the effect of reducing depreciatiod amortization expense approximately
$20 million in 2002.

The Company recorded an $803.9 million pre-tax gaiithe sale of substantially all of its wirelessiness in the third quarter of 2002.

Nonrecurring gains for 2001 relate to the sale®PES licenses to Leap Wireless International,



For further information, see Notes 3 and 13 toGbenpany's consolidated financial statements appgatsewhere in this report.
ACQUISITIONS AND RELATED FINANCING ARRANGEMENTS

On July 1, 2002, the Company completed the acguisif approximately 300,000 telephone access liméise state of Alabama from
Verizon for approximately $1.022 billion cash. Ongust 31, 2002, the Company completed the accpnsitf approximately 350,000
telephone access lines in the state of Missoum fiterizon for approximately $1.179 billion cash.

On May 6, 2002, the Company issued and sold innalemwritten public offering $500 million of equitynits. Net proceeds to the Company
from this issuance were approximately $483.4 milliBach of the 20 million equity units issued wasqd at $25 and consists initially of a
beneficial interest in a CenturyTel senior unsedurete with a principal amount of $25 and a contragurchase shares of CenturyTel
common stock no later than May 2005. The senicesiotature in May 2007. Each purchase contracigeiierally require the holder to
purchase between .6944 and .8741 of a share ofigdiel common stock in May 2005 based on the thereat price of CenturyTel comm
stock in exchange for $25, subject to certain adjeats and exceptions. Accordingly, upon full settént of the purchase contracts in May
2005, the Company will receive proceeds of $500ianiland will deliver between 13.9 million and 1#fllion common shares in the
aggregate. The senior notes are pledged by thetsald secure their obligations under the purchas#acts. The total distributions on the
equity units will be at an initial annual rate 0885%, consisting of interest (6.02%) and contaalftistment payments (0.855%), each pay
quarterly. On or after miékebruary 2005, the senior notes will be remarkeied;hich time the remarketing agent will resetititerest rate ¢
the senior notes in order to generate sufficieat@eds to secure the holder's obligation undeptihehase contract. In the event of an
unsuccessful remarketing, the Company will exerittsseght as a secured party to dispose of th@s&tes and satisfy in full the holder's
obligation to purchase common stock under the @seltontract.

On July 22, 2002, the Company entered into $800amibf credit facilities, consisting of a $533 twh three-year facility and a $267 million
364-day revolving facility which lapsed during 200hese facilities replaced credit facilities thatured during the third quarter of 2002.

In the third quarter of 2002, the Company issue@0$billion of senior notes due 2012 (which beaeiast at 7.875%) and $165 million of
convertible senior debentures (which bear inteatdt75% and which may be converted into shar€eoturyTel common stock at a
conversion price of $40.455 per share).

The Company used proceeds from the sale of eqnity,senior notes and convertible senior debegtaieng with the $1.59 billion cash
proceeds received from the sale of substantidllgfahe Company's wireless operations and utiliabf its credit facilities, to finance the
third quarter 2002 acquisitions of telephone progsiin Alabama and Missouri from Verizon which segated $2.201 billion, the redempt

of $400 million principal amount in remarketablébtlsecurities (plus an associated $71.1 milliompuen payment) in October 2002, and the
Company's fourth quarter 2002 estimated tax paymérith aggregated $290 million and included thkgaltion to pay taxes associated with
the sale of substantially all of its wireless opierss.

In June and December 2003, the Company purchasednciber transport assets for an aggregate pfapmately $55.2 million. In the
fourth quarter of 2003, the Company acquired antiat@l 24.3% interest in a telephone company ifcilit owned a majority interest for
$32.4 million cash.

ACCOUNTING PRONOUNCEMENTS

On January 1, 2003, the Company adopted Staterh€&irtancial Accounting Standards No. 143, "Accongtior Asset Retirement
Obligations" ("SFAS 143"), which addresses finaha@ounting and reporting for legal obligations@sated with the retirement of tangible
long-lived assets and requires that the fair valug liability for an asset retirement obligatios kecognized in the period in which it is
incurred and be capitalized as part of the boolevaf the long-lived asset.

Although the Company generally has had no legagabibn to remove obsolete assets, depreciati@s i@ftcertain assets established by
regulatory authorities for the Company's telephoperations subject to Statement of Financial ActiogrStandards No. 71, "Accounting for
the Effects of Certain Types of Regulation" ("SFAB), have historically included a component fanoeal costs in excess of the related
estimated salvage value. Notwithstanding the adomif SFAS 143, SFAS 71 requires the Company téimos to reflect this accumulated
liability for removal costs in excess of salvagéueaeven though there is no legal obligation tooeenthe assets. For the Company's telep
operations acquired from Verizon in 2002 and iteeobperations (neither of which are subject to SHA), the Company has not accrued a
liability for anticipated removal costs in the pa&br these reasons, the adoption of SFAS 143dtithawve a material effect on the Company's
financial statements.

In May 2003, the Financial Accounting Standardsrddssued Statement of Financial Accounting Stasgl&fo. 150, "Accounting for
Financial Instruments with Characteristics of bobilities and Equity" ("SFAS 150"), which providatandards for how an issuer classifies
and measures certain financial instruments withiaattaristics of both liabilities and equity. SFAS0lis effective for financial instruments
entered into or modified after May 31, 2003 andfi@-existing instruments as of the beginning effitst interim period beginning after June
15, 2003. The adoption of SFAS 150 did not haveaterial impact on the Company's financial conditomesults of operations.

In December 2002, the Financial Accounting Stansl&alard issued Statement of Financial Accountirmgn@irds No. 148, "Accounting for
Stocl-Based Compensation” ("SFAS 148"). SFAS 148, effedidr fiscal years ending after December 15, 2@@2¢nds Statement



Financial Accounting Standards No. 123, "AccounfimgStock-Based Compensation” ("SFAS 123") to me\alternative methods of
transition for a voluntary change to the fair vatnethod of accounting for stock-based compensafivaddition, SFAS 148 amends the
disclosure requirements of SFAS 123 to require jment disclosure in both annual and interim finahstatements about the method of
accounting for stock-based compensation and tleetedf the method used on reported results. Thegaaghas elected to account for
employee stock-based compensation using the iftradue method in accordance with Accounting Hples Board Opinion No. 25,
"Accounting for Stock Issued to Employees," asvedid by SFAS 123.

In November 2002, the Emerging Issues Task FofeH ") reached a consensus on EITF 00-21, "Accogrfbr Revenue Arrangements
with Multiple Element Deliverables." This releasdeesses how to account for arrangements that mvayvie the delivery or performance of
multiple products, services or rights to use as&étsler this release, revenue arrangements withipteutieliverables should be divided into
separate units of accounting based on their reldiiv value. The final consensus was applicabkgt@ements entered into in periods
beginning after June 15, 2003. The adoption of ED0F21 did not have a material impact on the Comisaesults of operations.

CRITICAL ACCOUNTING POLICIES

The Company's financial statements are preparaddardance with accounting principles that are glyeaccepted in the United States. -
preparation of these financial statements requirasagement to make estimates and judgments tleat #i reported amounts of assets,
liabilities, revenues and expenses. Managemeniruaily evaluates its estimates and judgments @hntythose related to (i) revenue
recognition, (ii) allowance for doubtful accoun(is) purchase price allocation, (iv) pension araspetirement benefits and (v) long-lived
assets. Actual results may differ from these egsarhe Company believes the following criticad@mting policies involve a higher degree
of judgment or complexity.

Revenue recognition. Certain of the Company's lelap subsidiaries participate in revenue sharirgngements 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 ekangthin state jurisdictions and access
charges in the interstate market. These revenegscaed by the administrative agencies and usegitburse 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
have not been material.

Certain of the Company's telephone subsidiariedditiffs directly with the Federal Communicatid®demmission ("FCC") for certain
interstate revenues. Generally, the Company recards revenue at the authorized rate of returrcgbesd by the FCC. If amounts are billed
in excess of the authorized rate of return, sudegxis subject to refund upon request from otlecommunications carriers and customers.
Amounts not requested for refund by carriers otamsrs are recognized as revenues at the end séttiement period, which is generally
months subsequent to the twear monitoring periods. See Note 19 to the Comigasonsolidated financial statements appearingwsieee in
this report for additional information.

Allowance for doubtful accounts. In evaluating twdlectibility of its accounts receivable, the Caang assesses a number of factors,
including a specific customer's or carrier's apild meet its financial obligations to the Compattg length of time the receivable has been
past due and historical collection experience. Basethese assessments, the Company records laaificpnd general reserves for
uncollectible accounts receivable to reduce thetedlaccounts receivable to the amount the Compltimyately expects to collect from
customers and carriers. If circumstances changeamomic conditions worsen such that the Comparagscollection experience is no lon
relevant, the Company's estimate of the recovetybifl its accounts receivable could be furtherusstl from the levels reflected in the
accompanying consolidated balance sheet.

Purchase price allocation. For the properties aedudrom Verizon in 2002, the Company allocatedabgregate purchase price to the assets
acquired and liabilities assumed based on fairevatuthe date of acquisition. The fair value ofgemy, plant and equipment and identifiable
intangible assets was determined by an indeperaggmaisal of such assets. The fair value of thérgiiement benefit obligation was
determined through actuarial valuations. The falug of current assets and current liabilities aesumed to approximate the recorded value
at acquisition due to their short maturity. The agmng unallocated acquisition cost was considgaatiwill.

Pension and postretirement benefits. The amouatgnézed in the financial statements related tesjmnand postretirement benefits are
determined on an actuarial basis, which utilizesyressumptions in the calculation of such amouktEgnificant assumption used in
determining the Company's pension and postretiremgrense is the expected long-term rate of regarplan assets. For 2003, the Company
lowered its expected long-term rate of return @npssets to 8.25%, reflecting the expected maderat long-term rates of return in the
financial markets. For 2002, such expected retuas assumed to be 10%.

Another assumption used in the determination ofdbmpany's pension and postretirement benefit gldigations is the appropriate discount
rate, which is generally based on the yield on ftjghlity corporate bonds. The Company loweredssiemed discount rate to 6.0% at
December 31, 2003 from 6.75% at December 31, 200a@nges in the discount rate do not have a matemmct on the Company's results of
operations.

See "Pension and Medical Costs" for additionalrimfation.

Intangible and lor-lived assets. Effective January 1, 2002, the Coypaas subject to testing for impairment of I-lived assets under tw



new accounting standards, Statement of Financiabéating Standards No. 142, "Goodwill and Otheamgible Assets" ("SFAS 142") and
Statement of Financial Accounting Standards No, 1Adcounting for the Impairment or Disposal of lgphived Assets" ("SFAS 144").

SFAS 142 requires goodwill recorded in businesshinations to be reviewed for impairment at leastuadly and requires write-downs only
in periods in which the recorded amount of goodesiteeds the fair value. Under SFAS 142, impairmégbodwill is tested by comparing
the fair value of the reporting unit to its carnyimalue (including goodwill). Estimates of the faalue of the reporting unit are based on
valuation models using techniques such as multipiesirnings (before interest, taxes and depreciaid amortization). If the fair value of
the reporting unit is less than the carrying valusecond calculation is required in which the isgpfair value of goodwill is compared to its
carrying value. If the implied fair value of goodws less than its carrying value, goodwill must\ritten down to its implied fair value. The
Company completed the required annual test of gdbidupairment (as of September 30, 2003) under SAA2 and determined its goodwill
is not impaired as of such date. Prior to JanuaB002, substantially all of the Company's goodwdgls amortized over 40 years. The
Company's amortization of goodwill for the year edddecember 31, 2001 totaled approximately $69L@omi

Under SFAS 144, the carrying value of long-livededs other than goodwill is reviewed for impairmehenever events or circumstances
indicate that such carrying amount cannot be reade by assessing the recoverability of the cagyialue through estimated undiscounted
net cash flows expected to be generated by thésasiste undiscounted net cash flows are less tha carrying value, an impairment loss
would be measured as the excess of the carryingg \aila long-lived asset over its fair value.

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

INFLATION

The effects of increased costs historically havenbmitigated by the Company's ability to recovetaie costs over time applicable to its
regulated telephone operations through the ratangakocess. Possible future regulatory changegtendontinued movement toward
alternative forms of regulation for intrastate ggEms may alter the Company's ability to recowereased costs in its regulated operations.
For the properties acquired from Verizon in 200Bjclv are regulated under price-cap regulationriterstate purposes, price changes are
limited to the rate of inflation, minus a produdtyvoffset. For additional information regardingethurrent regulatory environment, see
"Regulation and Competition." As operating expernisgdhe Company's nonregulated lines of businesgéase as a result of inflation, the
Company, to the extent permitted by competitioterapts to recover the costs by increasing pricegsservices and equipment.

MARKET RISK

The Company is exposed to market risk from chanmgegerest rates on its long-term debt obligatioftse Company has estimated its market
risk using sensitivity analysis. Market risk is ihefd as the potential change in the fair value fifed-rate debt obligation due to a
hypothetical adverse change in interest rates.viatie of long-term debt obligations is determibbeded on a discounted cash flow analysis,
using the rates and maturities of these obligattmmspared to terms and rates currently availabteériong-term financing markets. The
results of the sensitivity analysis used to esttnmaarket risk are presented below, although theahotsults may differ from these estimates.

At December 31, 2003, the fair value of the Compmalong-term debt was estimated to be $3.4 billiased on the overall weighted average
rate of the Company's long-term debt of 6.4% andwaamall weighted maturity of 10 years comparetetans and rates currently available in
long-term financing markets. Market risk is estiethiis the potential decrease in fair value of the@any's long-term debt resulting from a
hypothetical increase of 64 basis points in inter&es (ten percent of the Company's overall weidjlaverage borrowing rate). Such an
increase in interest rates would result in appraéaly a $143.9 million decrease in the fair valithe Company's long-term debt. As of
December 31, 2003, after giving effect to interagt swaps currently in place, approximately 84%hefCompany's long-term debt
obligations were fixed rate.

The Company seeks to maintain a favorable mixx@&diand variable rate debt in an effort to limieiest costs and cash flow volatility
resulting from changes in rates. From time to tithe,Company uses derivative instruments to (iimcor swap its exposure to changing or
variable interest rates for fixed interest rate§ipto swap obligations to pay fixed interestamfor variable interest rates. The Company has
established policies and procedures for risk ags@sisand the approval, reporting and monitoringexfvative instrument activities. The
Company does not hold or issue derivative finarniasttuments for trading or speculative purposeandyement periodically reviews the
Company's exposure to interest rate fluctuationkigaplements strategies to manage the exposure.

At December 31, 2003, the Company had outstandingfair value interest rate hedges associated thvtiull $500 million aggregate
principal amount of its Series L senior notes, 8022, that pay interest at a fixed rate of 7.87%%ese hedges are "fixed to variable" interest
rate swaps that effectively convert the Compariyétsifrate interest payment obligations under tiedes into obligations to pay variable re
that range from the six-month London InterBank @fteRate ("LIBOR") plus 3.229% to the six-month OB plus 3.67%, with settlement
and rate reset dates occurring each six monthaghrthe expiration of the hedges in August 2012D&tember 31, 2003, the Company
realized a rate under these hedges of 4.8%. Intexpense was reduced by $7.7 million during 2008 eesult of these hedges. The aggre
fair market value of these hedges was $11.7 millioBecember 31, 2003 and is reflected both abdity and as a decrease in the
Company's underlying long-term debt on the DecerBtheP003 balance sheet. With respect to theseeseduarket risk is estimated as the
potential change in the fair value of the hedgeltes from a hypothetical 10% increase in the fard/rates used to determine the fair value.
A hypothetical 10% increase in the forward ratesioesult in a $17.8 million decrease in the failue of these hedge



Effective May 8, 2003, the Company terminated avalue interest rate hedge associated with $50®maggregate principal amount of its
Series H senior notes and received $22.3 millicth egpon settlement, which represented the fairevafuhe hedge at the termination date.
Such amount will be amortized as a reduction afregt expense through 2010, the maturity datesoStries H notes.

DEVELOPMENT OF BILLING SYSTEM

The Company is in the process of developing amgated billing and customer care system which mritlvide the Company with, in addition
to standard billing functionality currently beingopided by its legacy system, custom built hardwaré software technology for more
efficient and effective customer care, billing grdvisioning systems. The costs to develop suctesyfave been accounted for in
accordance with Statement of Position 98-1, "Actimgrnfor the Costs of Computer Software Develope®btained for Internal Use" ("SOP
98-1"). The capitalized costs of the system agdeeb$163.5 million (before accumulated amortizgtimnDecember 31, 2003. The Company
began amortizing its billing system costs in e@®93 (over a 20-year period) based on the totaloauraf customers that the Company has
migrated to the new system.

The system remains in the development stage ancefjased substantially more time and money to gvéhan originally anticipated. The
Company currently expects to complete all phasélseohew system no later than n#@05 at an aggregate capitalized cost in accordaitb
SOP 98-1 of approximately $200-215 million (exclesof previously-disclosed write-offs). In additidhe Company expects to incur
additional costs related to completion of the prhjencluding (i) approximately $15 million of casher service related and data conversion
costs (the majority of which are expected to baiired in 2004) that will be expensed as incurred @h$10 million of capitalized hardware
costs (which will be amortized over a three-yeaiquy. The estimates above do not include any arsdfian maintenance or on-going support
of either the old or new system, and are basedsuanaptions regarding various future events, sewérahich are beyond the Company's
control. There is no assurance that the systembeittompleted in accordance with this scheduleudgét, or that the system will function as
anticipated. If the system does not function aggmatted, the Company may have to write off paralbof its development costs and further
explore its other billing and customer care sysédternatives.

PENSION AND MEDICAL COSTS

During the past several years, the Company's eraplbgnefit expenses, including defined benefitiparsxpenses and pre- and post-
retirement medical expenses, have increased dusirig medical costs, the decline of equity marlketecent years prior to 2003 and record
low interest rates. During 2003, such costs (indgdhe effect of the Verizon acquisitions in 200®)reased approximately $19.3 million
over 2002. As a result of continued increases idioa costs, the Company discontinued its pracifcaubsidizing post-retirement medical
benefits for persons hired on or after January0032In addition, the Company announced changéstafe January 1, 2004, that would
decrease its subsidization of benefits provideceuiitd postretirement medical plan. The amounhef@ompany's cost savings will be
dependent upon several factors, including the adeyaars of service of the Company's retirees.dérmpany also lowered its expected long-
term return on plan assets for its pension andgbsement plans to 8.25% for 2003 compared to 1@%2002.

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 caastits long-term program of capital
improvements.

Operating activities. Net cash provided by opetp#intivities from continuing operations was $1.088on, $793.4 million and $572.9
million in 2003, 2002 and 2001, respectively. Tharpany's accompanying consolidated statementssbfftawvs identify major differences
between net income and net cash provided by opgratitivities for each of those years. For add#lonformation relating to the continuing
and discontinued operations of the Company, sealReax Operations.

Investing activities. Net cash used in investingvétes from continuing operations was $464.6 roill, $2.623 billion and $417.2 million in
2003, 2002 and 2001, respectively. Cash used fprisitions was $86.2 million in 2003 (primarily dteethe acquisitions of fiber transport
assets and the acquisition of an additional 2418%ést in a telephone company in which the Compuavrys a majority interest), $2.245

billion in 2002 (substantially all of which relatesthe 2002 Verizon acquisitions) and $47.1 millio 2001. Proceeds from the sales of assets
were $4.1 million in 2002 (excluding the ComparB082 wireless divestiture) and $58.2 million in 20Capital expenditures from

continuing operations during 2003, 2002 and 2006ew877.9 million, $386.3 million and $435.5 milliorespectively.

Financing activities. Net cash provided by (usedimancing activities from continuing operationasW$403.8) million in 2003, $506.3
million in 2002 and ($395.4) million in 2001. Nesyments of debt were $432.3 million in 2003. Prdsefeom the issuance of debt, net of
debt payments, were $531.4 million during 2002, paraed to net payments of debt of $375.6 millionmwu2001.

On May 6, 2002, the Company issued and sold innalemwritten public offering $500 million of equitynits. Net proceeds to the Company
from this issuance were approximately $483.4 milliBach of the 20 million equity units issued wasqd at $25 and consists initially of a
beneficial interest in a CenturyTel senior unsedurete with a principal amount of $25 and a contragurchase shares of CenturyTel
common stock no later than May 2005. The senicesaitill mature in May 2007. Each stock purchasdreahwill generally require the
holder to purchase between .6944 and .8741 ofra sfidCenturyTel common stock in May 2005 in exad®for $25, subject to certain
adjustments and exceptions. The total distributamnshe equity units will be at an initial annuate of 6.875%, consisting of interest (6.02%)
and contract adjustment payments (0.855%). Fottiaddi information, see Note 6 to the Company'ssotidated financial statemer



appearing elsewhere in this report.

On July 22, 2002, the Company entered into $800amibf credit facilities, consisting of a $533 fioh three-year facility and a $267 million
364-day revolving facility with a one-year term-aydtion. The Company did not renew its $267 millg6#-day facility in 2003.

In the third quarter of 2002, the Company issue@0$billion of senior notes due 2012 (which beaeiiast at 7.875%) and $165 million of
convertible senior debentures (which bear inteatdt75% and which may be converted into shar€eoturyTel common stock at a
conversion price of $40.455 per share). Holdethefconvertible senior debentures will have thatrtg require the Company to purchase all
or a portion of the debentures on August 1, 2006just 1, 2010 and August 1, 2017 at par plus aoguad and unpaid interest to the
purchase date. For additional information, see Mddtethe Company's consolidated financial statésappearing elsewhere in this report.

On August 1, 2002, the Company sold substantidiligfats wireless operations to Alltel and certaither purchasers for an aggregate of
approximately $1.59 billion cash.

The Company used proceeds from the sale of eqgnity,senior notes and convertible senior debesjaleng with the proceeds received
from the sale of the Company's wireless operatombutilization of its $800 million credit facilés, to finance the third quarter 2002
acquisitions of telephone properties in Alabama Missouri from Verizon which aggregated $2.201ibil| the redemption of $400 million
principal amount in remarketable debt securitiésgjan associated $71.1 million premium paymen€datober 2002 and the Company's
fourth quarter 2002 estimated tax payment, whidregated $290 million and included the obligatiopay taxes associated with the sale of
substantially all of its wireless operations.

In second quarter 2001, the Company completedatesos 30 PCS operating licenses for an aggrede#&3b million to Leap Wireless
International, Inc. The Company received approxélya$108 million of the purchase price in cashlasing and the remainder was collected
in installments through the fourth quarter of 208lich proceeds, and the proceeds from the Compatmye-described divestiture of its
wireless operations in 2002, are included as ret paovided by discontinued operations on the istaigs of cash flows appearing elsewhere
in this report. In third quarter 2001, the Companid its remaining shares of its investment innllinet common stock for an aggregate of
approximately $58.2 million. Proceeds from thedeswere used to repay indebtedness.

Other. Budgeted capital expenditures for 2004 480 million. The Company anticipates that captglenditures in its telephone operati
will continue to include the upgrading of its plamtd equipment, including its digital switchesptovide enhanced services, particularly in its
newly acquired markets, and the installation offibptic cable.

The following table contains certain informatiomcerning the Company's material contractual olibgatas of December 31, 2003.

Paym ents due by period
Contractual Less than After
obligations Total 1year 1-3years 4-5years 5 years
(Dol lars in thousands)
Long-term debt,
including current
maturities and
capital lease
obligations $ 3,181,755 72,453 523,952 (1) 805,397 (2) 1,779,953

(1) Includes $165 million aggregate principal amoefrthe Company's convertible debentures, Seriedulé 2032, which can be put to the
Company at various dates beginning in 2006.

(2) Includes $500 million aggregate principal amoefrthe Company's senior notes, Series J, due,2@0¢h the Company is committed to
remarket in 2005.

On February 3, 2004, the Company announced thab#ed of directors approved a stock repurchasgrano that will allow the Company to
repurchase up to an aggregate of $400 milliontbeeiits common stock or convertible equity unit®pto December 31, 2005. The
Company commenced purchases under this plan on&gis, 2004.

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 cashyrgazs or both. At any given time, the
Company may be engaged in discussions or negatsategarding additional acquisitions. The Compagyegally does not announce its
acquisitions or dispositions until it has enteneth ia preliminary or definitive agreement. The Campmay require additional financing in
connection with any such acquisitions, the consutitmaf which could have a material impact on tl@@any's financial condition or
operations. Approximately 4.1 million shares of @eyTel common stock and 200,000 shares of Centlrpiieferred stock remain available
for future issuance in connection with acquisitionsier CenturyTel's acquisition shelf registrastatement.

As of December 31, 2003, the Company had avaibhB3.0 million of undrawn committed bank lines ofdit and the Company's telephone
subsidiaries had available for use $123.0 millibna@mmitments for lon-term financing from the Rural Utilities Service aRdral Telephon



Bank. The Company has a commercial paper progratratithorizes the Company to have outstanding &i.® billion in commercial paper
at any one time; however, borrowings are limitetheamount available under its credit facility. éDecember 31, 2003, the Company had
no commercial paper outstanding under such progfése.Company also has access to debt and equitaloagarkets, including its shelf
registration statements. At December 31, 2003Ctmmpany held over $203 million of cash and caslivedgnts.

Moody's Investors Service ("Moody's") rates Cenfiafis long-term debt Baa2 (with a stable outloak) Standard & Poor's ("S&P") rates
CenturyTel's longerm debt BBB+ (with a stable outlook). The Compampmmercial paper program is rated P2 by MoaaiysA2 by S&P
Any downgrade in the Company's ratings could addhgiisnpact the Company's ability to issue comméieégoer or use its bank facility.

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

200 3 2002 2001
Debt to total capitalization 47. 8% 54.2 57.0
Ratio of earnings from continuing

operations to fixed charges

and preferred stock dividends 3.3 3 2.33 2.03

REGULATION AND COMPETITION

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

Events affecting the communications industry. |88,%he United States Congress enacted the Teleooinations Act of 1996 (the "1996
Act"), which obligates LECs to permit competitoosiiterconnect their facilities to the LEC's netlvand to take various other steps that are
designed to promote competition. Under the 1996sAatral telephone company exemption, approximdi@s of the Company's telephone
access lines are exempt from certain of thesedatgrection requirements unless and until the apjatepstate regulatory commission
overrides the exemption upon receipt from a congretif a bona fide request meeting certain criteria

During 2003, the FCC released new rules which waitihe obligations of incumbent LECs to lease efemef their circuitswitched network
on an unbundled basis to competitors. The new fnareeliminates the prior obligation of incumberECs to lease their high-speed data
lines to competitors. Incumbent LECs will remainigdted to offer other telecommunications servimesesellers at wholesale rates. These
wholesale rates are based on a forward-lookingroosiel and other terms that substantially limit pinefitability of these arrangements to
incumbent LECs. This new rule also provides foigaificant role of state regulatory commissionsmplementing these new guidelines and
establishing wholesale service rates. On Marcl0@42a federal district court of appeals overturthedrules previously adopted by the FCC
requiring LECs to provide competitors with discahticcess to the LECs networks. The court alsd thlt the FCC should not have given
states the authority previously granted. It is expe that such decision will be appealed to tha&@up Court. During 2003, the FCC also
sought public comments on whether it should makikitiatial changes to its interconnection regulatj@rs instituted a comprehensive
review of its methodologies for establishing whalesates.

Prior to and since the enactment of the 1996 A&et RCC and a number of state legislative and régyldodies have also taken steps to fc

local exchange competition. Coincident with thiseret movement toward increased competition has theegradual reduction of regulatory
oversight of LECs. These cumulative changes, calupiéh various technological developments, havetdethe continued growth of various
companies providing services that compete with LEE€svices. Wireless services entities also ingnghsconstitute a significant source of

competition with LECs.

As mandated by the 1996 Act, in May 2001 the FCdifreal its existing universal service support matgha 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 exapagarriers, including substantially all of the Gmany's local exchange carriers. During 2003
and 2002 the Company's telephone subsidiariesvet&i199.2 million and $192.4 million, respectivehpm the federal Universal Service
High Cost Loop Fund, representing 8.4% and 9.8%peaetively, of the Company's consolidated reveifiaes continuing operations for 2003
and 2002. The Company anticipates its 2004 revefnagsthe federal Universal Service High Cost Léamd will be lower than 2003 levels
due to increases in the nationwide average codbpprfactor used by the FCC to allocate funds agradhrecipients. Wireless and other
competitive service providers continue to seekildigtelecommunications carrier ("ETC") status ider to be eligible to receive Universal
Service Fund support, which is placing additiof@écial pressure on the amount of money needpdbidde support to all eligible service
providers, including support payments the Compaigives from the High Cost Loop Fund. As a resiuthe limited growth in the size of t
High Cost Loop Fund and changes in requests fgatifrom the Universal Service Fund, the Compaay o assurance it will continue to
receive payments from the Universal Service Fundrmensurate with those received in the past.

In 2001, the FCC modified its interstate accessgehaules and universal service support systematerof return LECs. This order, among
other things, (i) increased the caps on the suliscline charges ("SLC") to the levels paid by nmsgiscribers nationwide; (ii) allowed
limited SLC deaveraging, which enhanced the cortipetiess of rate of return carriers by giving therticing flexibility; (iii) lowered per
minute rates collected for federal access chafggs;sreated a new explicit universal service supptechanism that replaced other implicit
support mechanisms in a manner designed to erfsaftreate structure changes do not affect the dwe@bvery of interstate access costs



rate of return carriers serving high cost aread; an

(v) preserved the historic 11.25% authorized inédesreturn rate for rate of return LECs. The dftdc¢his order on the Company was revenue
neutral for interstate purposes but did resultieduction in intrastate revenues in Arkansas amid Qvhere intrastate access rates must
mirror the interstate access rates).

Technological developments have led to the devedopirof new services that compete with traditionaClLservices. Technological
improvements have enabled cable television compdaiprovide traditional circuit-switched telephaesvice over their cable networks, and
several national cable companies have aggresgivedued this opportunity. Recent improvements énghality of "Voice-over-Internet
Protocol" ("VolP") service have led several largble television and telephone companies, as wallaatup companies, to substantially
increase their offerings of VolIP service to businasd residential customers. VolP providers roatis over the Internet, without use of
ILEC's circuit switches and, in certain cases, aithuse of ILEC's networks to carry their commut@ss traffic. VolP providers can offer
services at prices substantially below those ctigreharged for traditional local and long distatekphone services for several reasons,
including lower network cost structures and theeutrability of VolP providers to use ILECs' netkemwithout paying access charges. In
December 2003, the FCC initiated rulemaking thaixjsected to address the effect of VolP on intei®acompensation, universal service :
emergency services. There can be no assurandhithatlemaking will be on terms favorable to ILE®©s that VVolP providers will not
successfully compete for the Company's customers.

In November 2003, the FCC adopted rules requirorgpanies to allow their customers to keep theielivie or wireless phone number when
switching to another service provider (generalfened to as "local number portability"). For sealgrears, customers have been able to
their numbers when switching their local servicenaen wireline carriers. The new rules now regldaoal number portability between
wireline and wireless carriers. This requiremenbiveto effect November 24, 2003 for wireline carsi in the top 100 Metropolitan Statisti
Areas ("MSAs"). The new requirement will go intdeaft May 24, 2004 for wireline carriers operatingnarkets smaller than the top 100
MSAs. The majority of the Company's wireline opinas are conducted in markets below the top 100 M$Acal number portability may
increase the number of customers who chose to aetypforego the use of traditional wireline phamevice, although the Company belie
that it is too early to fully assess the rule's atip The costs to comply with the requirementoél number portability, net of the amount |

is recoverable through the ratemaking processj@trexpected to have a material impact on the Cogipaesults of operations.

The FCC is currently examining several issues¢batd have a substantial impact on the Company&niees, including a broad inquiry
initiated in 2001 into all currently regulated fosrof intercarrier compensation. As discussed futledow, certain providers of competitive
communications services are not required to congierlkECs for the use of their networks. The Conypaties on access revenues as an
important source of revenues. Depending on thé éimecome of the FCC's intercarrier compensatisnasthe Company could suffer a
material loss of access revenues.

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 numbeoafipanies which have requested
authorization to provide local exchange servichenCompany's service areas has increased in rpearst, especially in the markets acquired
from Verizon in 2002 and 2000, and it is anticipbtieat similar action may be taken by others infthere.

State alternative regulation plans recently adoptedertain of the Company's LECs have also aftemgenue growth recently.

Certain long distance carriers continue to reqtrestthe Company reduce intrastate access taridted for certain of its LECs. In addition,
the Company has recently experienced reductioirgriamstate traffic, partially due to the displacernef minutes by wireless and electronic
mail services. In 2003 the Company incurred a rédudn its intrastate revenues (exclusive of theperties acquired from Verizon in 2002)
of approximately $6.8 million compared to 2002 ity due to these factors. The corresponding deserén 2002 compared to 2001 was
$27.7 million. The Company believes such trendegfrdased intrastate minutes will continue in 2@Mthough the magnitude of such
decrease cannot be precisely estimated.

In January 2003, the Louisiana Public Service Cogsion directed its staff to review the feasibilifyconverting the $42 million Louisiana
Local Optional Service Fund ("LOS Fund") into atstaniversal service fund. Currently, the LOS Fisfilinded primarily by BellSouth,
which proposes to expand the base of contributdesthe LOS Fund. A recommendation by the Commisstaff is not expected until late
2004. The Company currently receives approximé&ely million from the LOS Fund each year. There lsamo assurance that this funding
will remain at current levels.

Competition to provide traditional telephone seggitas thus far affected large urban areas toadegrextent 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 Companticipates that regulatory, technological
and competitive changes will result in future ravemeductions. The Company expects its telephorentess to decline in 2004 due to
continued access line losses and reduced netwodsacevenues; however, the Company expects isolidated revenues to increase in z
primarily due to increased revenues from its nemgdyuired LightCore operations and expected incoedseand for its long distance, fiber
transport, DSL and other nonregulated product .

Other matters. The Company's regulated telephoaeatipns (except for the properties acquired fromnixbn in 2002) are subject to the
provisions of Statement of Financial Accountingrisards No. 71, "Accounting for the Effects of Carféypes of Regulation" ("SFAS 71").
Actions by regulators can provide reasonable asseraf the recognition of an asset, reduce or phiei the value of an asset and impose a
liability on a regulated enterprise. Such regulatassets are required to be recorded and, acctydimeflected in the balance sheet of an el



subject to SFAS 71. The Company is monitoring thgaing applicability of SFAS 71 to its regulatetefghone operations due to the
changing regulatory, competitive and legislativeimmments, and it is possible that changes inlegiun, legislation or competition or in the
demand for regulated services or products couldltrasthe Company's telephone operations no lobgérg subject to SFAS 71 in the near
future.

Statement of Financial Accounting Standards No, 1B&gulated Enterprises - Accounting for the Digagauance 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 effectamy actions of regulators that have been recodrdzeassets and liabilities in accordance
with SFAS 71 but would not have been recognizeaisasts and liabilities by nonregulated enterpriSE&S 101 further provides that the
carrying amounts of property, plant and equipmeata be adjusted only to the extent the assetsrgr@ired and that impairment shall be
judged in the same manner as for nonregulatedmiges.

The Company's consolidated balance sheet as ohiege31, 2003 included regulatory assets of appratély $3.3 million (primarily
deferred costs related to financing costs, regolgiooceedings and income taxes) and regulatobylities of approximately $912,000 (relal
to income taxes). Net deferred income tax lialeiitielated to the regulatory assets and liabilgientified above were $1.2 million.

When and if the Company's regulated operation®ngdr qualify for the application of SFAS 71, then@pbany does not expect to record any
impairment charge related to the carrying valuthefproperty, plant and equipment of its reguldédelbhone operations. Additionally, upon
the discontinuance of SFAS 71, the Company woultehjaired to revise the lives of its property, pland equipment to reflect the estimated
useful lives of the assets. The Company does mmatsuch revisions in asset lives to have a nahtenpact on the Company's results of
operations. For regulatory purposes, the accoutimgreporting of the Company's telephone subsidiavill not be affected by the
discontinued application of SFAS 71.

The Company has certain obligations based on fedsgade and local laws relating to the protectibthe environment. Costs of compliance
through 2003 have not been material, and the Coynpamently has no reason to believe that suchsagit become material.

ltem 7A. Quantitative and Qualitative Disclosure Alout Market Risk

For information pertaining to the Company's maris disclosure, see "ltem 7 - Management's Disonssnd Analysis of Financial
Condition and Results of Operatic- Market Risk".



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 Agdaeand necessarily include amounts
determined using our best judgments and estimatasansideration given to materiality.

The Company maintains internal control systemsratated policies and procedures designed to praedsonable 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 systemsdrnal 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 certifiedlis 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 opimathe consolidated financial statements preplbyadanagement.

The Audit Committee of the Board of Directors ismumosed of independent directors who are not ofioeremployees 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 adogb® Committee.

R Stewart Ewi ng, Jr.
Executive Vice President and Chief Financial Oficer
March 12, 2004



Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
CenturyTel, Inc.:

We have audited the consolidated financial statésn@&nCenturyTel, Inc. and subsidiaries as listettém 15a(i). In connection with our
audits of the consolidated financial statementsalse have audited the financial statement scheahulisted in Item 15a(ii). These
consolidated financial statements and financiakstant schedule are the responsibility of the Campisananagement. Our responsibility i
express an opinion on these consolidated finastaaé¢ments and financial statement schedule basedraaudits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on flasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated financial statetegaferred to above present fairly, in all matenégpects, the financial position of
CenturyTel, Inc. and subsidiaries as of DecembeRB@3 and 2002, and the results of their operatéomd their cash flows for each of the
years in the thre-year period ended December 31, 2003, in conformiitly U.S. generally accepted accounting principfdso in our opinior
the related financial statement schedule, whenideresd in relation to the basic consolidated finanstatements taken as a whole, presents
fairly, in all material respects, the informaticet $orth therein.

As discussed in Note 1 to the consolidated findrst&ements, the Company changed its method oluating for goodwill and other
intangible assets in 2002.

/sl KPMG LLP

KPMG LLP

Shreveport, Louisiana
January 29, 2004, except for footnote
18, which is as of January 14, 2C



CENTURYTEL, INC.
Consolidated Statements of Income

Year ended December 31,

2003 2002 2001

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

OPERATING REVENUES $ 2,367,610 1,971,996 1,679,504

OPERATING EXPENSES
Cost of services and products (exclusive of

depreciation and amortization) 739,210 635,164 537,225
Selling, general and administrative 374,352 301,681 259,482
Corporate overhead costs allocable to

discontinued operations - 9,548 17,088
Depreciation and amortization 503,652 450,197 440,404

Total operating expenses 1,617,214 1,396,590 1,254,199
OPERATING INCOME 750,396 575,406 425,305

OTHER INCOME (EXPENSE)

Interest expense (226,751) (221,845) (225,523)

Income from unconsolidated cellular entity 6,160 5,582 7,592

Nonrecurring gains and losses, net - 3,709 33,043

Other income and expense 2,154  (63,814) 32
Total other income (expense) (218,437) (276,368) (184,856)

INCOME FROM CONTINUING OPERATIONS

BEFORE INCOME TAX EXPENSE 531,959 299,038 240,449
Income tax expense 187,252 105,505 91,368
INCOME FROM CONTINUING OPERATIONS 344,707 193,533 149,081

DISCONTINUED OPERATIONS
Income from discontinued operations, net of
$284,459, and $118,657 tax - 608,091 193,950

NET INCOME $ 344,707 801,624 343,031

NET INCOME, AS ADJUSTED FOR GOODWILL
AMORTIZATION $ 344,707 801,624 399,297

See accompanying notes to consolidated financitéstents



CENTURYTEL, INC.
Consolidated Statements of Income

(Continued)
Year ended December 31,
2003 2002 2001
(Dollars, except per share amounts,
and shares in thousands)
BASIC EARNINGS PER SHARE
From continuing operations $ 2.40 1.36 1.06
From continuing operations, as adjusted for
goodwill amortization $ 2.40 1.36 1.39
From discontinued operations $ - 4.29 1.38
From discontinued operations, as adjusted for
goodwill amortization $ - 4.29 1.45
Basic earnings per share $ 2.40 5.66 2.43
Basic earnings per share, as adjusted for
goodwill amortization $ 2.40 5.66 2.83
DILUTED EARNINGS PER SHARE
From continuing operations $ 2.38 1.35 1.05
From continuing operations, as adjusted for
goodwill amortization $ 2.38 1.35 1.37
From discontinued operations $ - 4.26 1.36
From discontinued operations, as adjusted for
goodwill amortization $ - 4.26 1.43
Diluted earnings per share $ 2.38 5.61 2.41
Diluted earnings per share, as adjusted for
goodwill amortization $ 2.38 5.61 2.81
DIVIDENDS PER COMMON SHARE $ .22 21 .20
AVERAGE BASIC SHARES OUTSTANDING 143,583 141,613 140,743
AVERAGE DILUTED SHARES OUTSTANDING 144,700 142,879 142,307

See accompanying notes to consolidated finanasdsients



CENTURYTEL, INC.
Consolidated Statements of Comprehensive Income

Year ended December 31,

2003 2002 2001

(Dollars in thousands)
NET INCOME $ 344,707 801,624 343,031

OTHER COMPREHENSIVE INCOME, NET OF TAXES
Unrealized holding gains (losses):
Unrealized holding gains (losses)
related to marketable equity securities
arising during period, net of $5,385 tax - - 9,999
Less: reclassification adjustment for
gains included in net income, net of
($19,100) tax - - (35,470)
Minimum pension liability adjustment:
Minimum pension liability adjustment,
net of $19,312 and ($19,312) tax 35,864 (35,864) -
Derivative instruments:
Net losses on derivatives hedging
variability of cash flows, net of
($36) and ($496) tax (67) (921) -
Less: reclassification adjustment for
losses included in net income, net of
$487 and $44 tax 906 82 -

COMPREHENSIVE INCOME $ 381,410 764,921 317,560

COMPREHENSIVE INCOME, AS ADJUSTED
FOR GOODWILL AMORTIZATION $ 381,410 764,921 373,826

See accompanying notes to consolidated financitéstents



CENTURYTEL, INC.
Consolidated Balance Sheets

December 31,

2003 2002
(Dollars in thousands)
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 203,181 3,661
Accounts receivable
Customers, less allowance of $13,862 and $15 ,314 163,526 161,319
Interexchange carriers and other, less allow ance
of $9,817 and $18,648 72,661 111,673
Materials and supplies, at average cost 9,229 10,150
Other 14,342 9,099
Total current assets 462,939 295,902
NET PROPERTY, PLANT AND EQUIPMENT 3,455,481 3,531,645

INVESTMENTS AND OTHER ASSETS

Goodwill 3,425,001 3,427,281
Other 552,431 515,580

Total investments and other assets 3,977,432 3,942,861

TOTAL ASSETS $ 7,895,852 7,770,408

LIABILITIES AND EQUITY
CURRENT LIABILITIES

Current maturities of long-term debt $ 72,453 70,737
Accounts payable 113,274 64,825
Accrued expenses and other current liabilities
Salaries and benefits 83,628 63,937
Income taxes 43,082 40,897
Other taxes 35,532 28,183
Interest 64,247 59,045
Other 14,555 18,596
Advance billings and customer deposits 44,612 41,884
Total current liabilities 471,383 388,104
LONG-TERM DEBT 3,109,302 3,578,132
DEFERRED CREDITS AND OTHER LIABILITIES 836,651 716,168

STOCKHOLDERS' EQUITY
Common stock, $1.00 par value, authorized
350,000,000 shares, issued and outstanding

144,364,168 and 142,955,839 shares 144,364 142,956
Paid-in capital 576,515 537,804
Accumulated other comprehensive income (loss),

net of tax - (36,703)
Retained earnings 2,750,162 2,437,472
Unearned ESOP shares (500) (1,500)
Preferred stock - non-redeemable 7,975 7,975

Total stockholders' equity 3,478,516 3,088,004

TOTAL LIABILITIES AND EQUITY $ 7,895,852 7,770,408

See accompanying notes to consolidated financ#tsients.

CENTURYTEL, INC.
Consolidated Statements of Cash Flows

Year ended December 31,




OPERATING ACTIVITIES FROM CONTINUING OPERATIONS

2003

2002

2001

(Dollars in thousands)

Net income $ 344,707 801,624 343,031
Adjustments to reconcile net income to net
cash provided by operating activities from
continuing operations
Income from discontinued operations,
net of tax - (608,091)  (193,950)
Depreciation and amortization 503,652 450,197 440,404
Deferred income taxes 128,706 71,112 57,944
Income from unconsolidated cellular entity (6,160)  (5,582) (7,592)
Nonrecurring gains and losses, net - (3,709) (33,043)
Changes in current assets and current
liabilities
Accounts receivable 37,980  (13,481) 34,266
Accounts payable 47,972 3,769 (29,485)
Accrued taxes 57,709 43,046 1,078
Other current assets and other current
liabilities, net 17,323 36,316 9,526
Retirement benefits (14,739)  (9,416) (5,059)
Increase in noncurrent assets (23,528) (30,543) (65,698)
Increase (decrease) in other noncurrent
liabilities (6,151) 35,489 691
Other, net (19,507) 22,703 20,773
Net cash provided by operating activiti es
from continuing operations 1,067,964 793,434 572,886
INVESTING ACTIVITIES FROM CONTINUING OPERATIONS
Acquisitions, net of cash acquired (86,243) (2,245,026) (47,131)
Payments for property, plant and equipment (377,939) (386,267)  (435,515)
Proceeds from sale of assets - 4,144 58,184
Distributions from unconsolidated cellular enti ty 1,104 5,438 3,713
Other, net (1,560)  (1,378) 3,553
Net cash used in investing activities
from continuing operations (464,638) (2,623,089) (417,196)
FINANCING ACTIVITIES FROM CONTINUING OPERATIONS
Proceeds from issuance of debt - 2,123,618 3,896
Payments of debt (432,258) (1,592,246)  (379,516)
Proceeds from settlement of interest rate
hedge contract 22,315 - -
Proceeds from issuance of common stock 33,980 29,125 7,351
Payment of debt issuance costs - (12,999) -
Payment of equity unit issuance costs - (15,867) -
Cash dividends (32,017) (30,156) (28,653)
Other, net 4,174 4,866 1,549
Net cash provided by (used in)
financing activities from continuing
operations (403,806) 506,341 (395,373)
Net cash provided by discontinued operations - 1,323,479 231,772
Net increase (decrease) in cash and cash equivalent s 199,520 165 (7,911)
Cash and cash equivalents at beginning of year 3,661 3,496 11,407
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 203,181 3,661 3,496

See accompanying notes to consolidated financ#tsients.
CENTURYTEL, INC.

Consolidated Statements of Stockholders' Equity

Year ended December 31,

2003 2002 2001

(Dollars and shares in thousands)



COMMON STOCK

Balance at beginning of year $ 142,956 141,233 140,667
Conversion of convertible securities
into common stock - - 254
Issuance of common stock through dividend
reinvestment, incentive and benefit plans 1,408 1,723 312
Balance at end of year 144,364 142,956 141,233
PAID-IN CAPITAL
Balance at beginning of year 537,804 524,668 509,840
Equity unit issuance costs and initial
contract adjustment liability - (24,377) -
Conversion of convertible securities
into common stock - - 3,046
Issuance of common stock through dividend
reinvestment, incentive and benefit plans 32,572 27,402 7,039
Amortization of unearned compensation and othe 6,139 10,111 4,743
Balance at end of year 576,515 537,804 524,668
ACCUMULATED OTHER COMPREHENSIVE INCOME
(LOSS), NET OF TAX
Balance at beginning of year (36,703) - 25,471
Change in other comprehensive income
(loss) (net of reclassification
adjustment), net of tax 36,703  (36,703) (25,471)
Balance at end of year - (36,703) -
RETAINED EARNINGS
Balance at beginning of year 2,437,472 1,666,004 1,351,626
Net income 344,707 801,624 343,031
Cash dividends declared
Common stock - $.22, $.21 and
$.20 per share (31,618) (29,757) (28,254)
Preferred stock (399) (399) (399)
Balance at end of year 2,750,162 2,437,472 1,666,004
UNEARNED ESOP SHARES
Balance at beginning of year (1,500) (2,500) (3,500)
Release of ESOP shares 1,000 1,000 1,000
Balance at end of year (500) (1,500) (2,500)
PREFERRED STOCK - NON-REDEEMABLE
Balance at beginning and end of year 7,975 7,975 7,975
TOTAL STOCKHOLDERS' EQUITY $ 3,478,516 3,088,004 2,337,380
COMMON SHARES OUTSTANDING
Balance at beginning of year 142,956 141,233 140,667
Conversion of convertible securities
into common stock - - 254
Issuance of common stock through dividend
reinvestment, incentive and benefit plans 1,408 1,723 312
144,364 142,956 141,233

Balance at end of year

See accompanying notes to consolidated financitéstents



CenturyTel, Inc. Notes to Consolidated Financialt&nents December 31, 2003
(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") andritgjority-owned subsidiaries.

Regulatory accountingFhe Company's regulated telephone operations gefoethe properties acquired from Verizon in 2Dage subject 1
the provisions of Statement of Financial Account8tgndards No. 71, "Accounting for the Effects eft@in Types of Regulation" ("SFAS
71"). Actions by regulators can provide reasonalsurance of the recognition of an asset, reduenoinate the value of an asset and
impose a liability on a regulated enterprise. Sedulatory assets are required to be recordedamoedydingly, reflected in the balance sheet
of an entity subject to SFAS 71. The Company isiteong the ongoing applicability of SFAS 71 to regulated telephone operations due to
the changing regulatory, competitive and legiskatwvironments, and it is possible that changesgalation, legislation or competition or in
the demand for regulated services or products aeddlt in the Company's telephone operations ngdobeing subject to SFAS 71 in the
near future.

Estimates - The preparation of financial statement®nformity with generally accepted accountimmgiples requires management to make
estimates and assumptions that affect the repartemints of assets and liabilities and disclosuieafingent 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 répednvhen services are provided or when produetsialivered to customers. Revenue
that is billed in advance includes monthly recugnmetwork access services, special access seancesonthly recurring local line charges.
The unearned portion of this revenue is initiakifatred as a component of advanced billings antbmes deposits on the Company's bale
sheet and recognized as revenue over the peribththaervices are provided. Revenue that is bifleatrears includes nonrecurring network
access services, nonrecurring local services argldéstance services. The earned but unbilled godf this revenue is recognized as reve
in the period that the services are provided.

Certain of the Company's telephone subsidiarieicgaate in revenue sharing arrangements with adephone companies for interstate
revenue and for certain intrastate revenue. Suatirgharrangements are funded by toll revenue ardfess charges within state
jurisdictions and by access charges in the interstearket. Revenues earned through the variouggharangements are initially record
based on the Company's estimates.

Property, plant and equipment - Telephone plastated at original cost. Normal retirements offiblne plant are charged against
accumulated depreciation, along with the costewofaval, less salvage, with no gain or loss recaghiRenewals and betterments of plant
and equipment are capitalized while repairs, a$ agtenewals of minor items, are charged to opeya&xpense. Depreciation of telephone
plant is provided on the straight line method usilags or overall group rates acceptable to regulatuthorities; such rates range from 1.8%
to 25%.

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

Intangible assets - Effective January 1, 2002ctoedance with Statement of Financial Accountiran8ards No. 142, "Goodwill and Other
Intangible Assets" ("SFAS 142"), systematic amaitan of goodwill is no longer permitted; inste&kAS 142 requires goodwill recorded in
a business combination to be reviewed for impaitmaed to be written down only in periods in whitle recorded amount of goodwill
exceeds its fair value. Impairment of goodwillésted at least annually by comparing the fair vafue reporting unit to its carrying value
(including goodwill). Estimates of the fair valuétbe reporting unit are based on valuation modsieg criterion such as multiples of
earnings. Each adjustment reflected in the constadistatements of income and comprehensive in¢onie these notes) by use of the term
"as adjusted for goodwill amortization" reflecte thffects of SFAS 142, as more fully described iteM. Prior to January 1, 2002,
substantially all of the Company's goodwill was atized over 40 years.

Long-lived assets Effective January 2002, Statement of FinancialdAriting Standards No. 144, "Accounting for the Impant or Dispos:
of Long-Lived Assets" ("SFAS 144"), addresses firiahaccounting and reporting for the impairmentisposal of long-lived assets
(exclusive of goodwill) and also broadens the répgrof discontinued operations to include all caments of an entity with operations that
can be distinguished from the rest of the entity #nat will be eliminated from the ongoing operati®f the entity in a disposal transaction.
As a result of the Company's agreement in Marcl220Gell its wireless operations (which was consated on August 1, 2002) (see Note
3), such operations have been reflected as disa@dioperations for the years ended December 82, &0d 2001.

Affiliated transactions - Certain service subsigiarof CenturyTel provide installation and mainteceservices, materials and supplies, and
managerial, operational, technical, accountingadinistrative services to subsidiaries. In additi@enturyTel provides and bills
management services to subsidiaries and in certstances makes interest bearing advances to gnaostruction of plant and purchases of
equipment. These transactions are recorded bydh@@ny's telephone subsidiaries at their costa@#tent permitted by regulatory
authorities. Intercompany profit on transactionthwegulated affiliates is limited to a reasonaleleirn on investment and has not been
eliminated in connection with consolidating theulesof operations of CenturyTel and its subsidisrintercompany profit on transactions
with affiliates not subject to SFAS 71 has beemglated.



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 liabildies their respective tax bases. Investment
tax credits related to telephone plant have be&rmel and are being amortized as a reductiondsfréd income tax expense over the
estimated useful lives of the assets giving risthéocredits.

Derivative financial instruments - Statement ofdfinial Accounting Standards No. 133, "AccountingDerivative Instruments and Hedging
Activities" ("SFAS 133"), requires all derivativestruments be recognized as either assets oiitiedit fair value on the balance sheet. The
Company uses derivative instruments to (i) latkr swap its exposure to changing or variableridt rates for fixed interest rates or (ii) s
obligations to pay fixed interest rates for vareisiterest rates. The Company has establishedgmobnd procedures for risk assessment and
the approval, reporting and monitoring of derivatimstrument activities. The Company does not boldsue derivative financial instruments
for trading or speculative purposes. Managemeribgieally reviews the Company's exposure to interae fluctuations and implements
strategies to manage the exposure.

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-based compensation - The Company accounssdok compensation plans using the intrinsic vahe¢hod 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” ("SFAS 123"). Options have been grantedpaice either equal to or
exceeding the then-current market price. Accorginile Company has not recognized compensationrcasinnection with issuing stock
options.

During 2003 the Company granted 1,720,317 optithres'2003 Options") at market price. The weighteerage fair value of each of the
2003 Options was estimated as of the date of godme $9.94 using an option-pricing model with ibowing assumptions: dividend yield -
.7%; expected volatility - 30%; weighted averagkfree interest rate - 3.4%; and expected optferr keven years.

During 2002 the Company granted 1,983,150 optitres"R002 Options") at market price. The weighteerage fair value of each of the
2002 Options was estimated as of the date of godme $11.66 using an option-pricing model with fibllklowing assumptions: dividend yield -
.7%; expected volatility - 30%; weighted averagk4free interest rate - 3.4%; and expected optferr keven years.

During 2001 the Company granted 1,971,750 optitres"R001 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%; weighted averagk4free interest rate - 4.8%; and expected optferr keven years.

If compensation cost for CenturyTel's options hadrbdetermined consistent with SFAS 123, the Cogipaet income and earnings per
share on a pro forma basis for 2003, 2002 and 2@Q4d have been as follows:

Year ended December 31, 2 003 2002 2001

(Dollars in thousands,
except per share amounts)
Net income, as reported $ 344 ,707 801,624 343,031
Less: Total stock-based compensation
expense determined under fair value
based method, net of tax $ (13 ,183) (15,001) (8,971)

Pro forma net income $ 331 524 786,623 334,060

Basic earnings per share

As reported $ 2.40 5.66 2.43

Pro forma $ 2.31 5.56 2.37
Diluted earnings per share

As reported $ 2.38 5.61 2.41

Pro forma $ 2.29 5.51 2.35

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

Discontinued operations - On August 1, 2002, theygany sold substantially all of its wireless opiena to an affiliate of ALLTEL
Corporation ("Alltel") and certain other purchastnsan aggregate of approximately $1.59 billiocash. As a result, the Company's wireless
operations have been reflected as discontinuectipes for 2002 and 2001. See Note 3 for additionfarmation.

Reclassifications - Certain amounts previously riegabfor prior years have been reclassified to aonfwith the 2003 presentation, including
the reclassification of an investment in a cellydartnership from discontinued operations to cauitig operations. Such investment v



originally planned to be sold to Alltel in connextiwith the Company's disposition of its wirelepgm@tions but was subsequently retained.
(2) ACQUISITIONS

On July 1, 2002, the Company purchased approxisna@d,000 telephone access lines in the statealfakha from Verizon
Communications, Inc. ("Verizon") for approximatély.022 billion cash. On August 31, 2002, the Comypgaurchased approximately 350,(
telephone access lines in the state of Missoum ferizon for approximately $1.179 billion cash.eTéssets purchased in these transactions
included (i) the franchise authorizing the prowsif local telephone service, (ii) related propenty equipment comprising Verizon's local
exchange operations in predominantly rural marktetsughout Alabama and Missouri and (iii) Verizoassets used to provide digital
subscriber line ("DSL") and other high speed dataises within the purchased exchanges. For fimgnairangements related to these
acquisitions, see Note 6.

In June and December 2003, the Company acquir¢aircdiber transport assets for an aggregate ofZghllion cash (of which $3.8 million
was paid as a deposit in 2002). In the fourth quanrt 2003, the Company purchased an addition&P24nterest in a telephone company in
which it owned a majority interest for $32.4 mitlicash.

The results of operations of the acquired propedie included in the Company's results of oparatioom and after the respective acquisi
dates.

The following pro forma information represents tdmmnsolidated results of continuing operations ef@mpany for the years ended
December 31, 2002 and 2001 as if the Verizon attiuis in 2002 had been consummated as of Jany&90R and 2001, respectively.

200 2 2001
(Do llars in thousands,
exce pt per share amounts)
Operating revenues from
continuing operations $ 2,285 ,866 2,231,631
Income from continuing operations $ 218 ,252 186,871

Basic earnings per share from

continuing operations, as adjusted

for goodwill amortization $ 1.54 1.65
Diluted earnings per share from

continuing operations, as

adjusted for goodwill amortization $ 1.53 1.64

The pro forma information is based on various aggions and estimates. The pro forma informatiomg(ilects the effect of reduced interest
expense after August 1, 2002 as a result of redumitstanding indebtedness from utilization of gexts received from the August 1, 2002
sale of substantially all of the Company's wirelegsrations described in Note 3 and (ii) makesnadf@grma adjustments to reflect any
assumed consummation of such sale (or any usechfsale proceeds) prior to August 1, 2002. Thef@mma information is not necessarily
indicative of the operating results that would haeeurred if the Verizon acquisitions had been oomsated as of January 1 of each
respective period, nor is it necessarily indicatiféuture operating results. The pro forma infotima does not give effect to any potential
revenue enhancements or cost synergies or otheatopgefficiencies that could result from the asgions.

(3) DISCONTINUED OPERATIONS

On August 1, 2002, the Company sold substantidiligfats wireless operations to Alltel and certaither purchasers for an aggregate of
approximately $1.59 billion in cash. In connectiith this transaction, the Company divested itésnfigrests in its majority-owned and
operated cellular systems, which at June 30, 28624d approximately 783,000 customers and had sitcegpproximately 7.8 million pops,
(i) minority cellular equity interests represemtiapproximately 1.8 million pops at June 30, 2G0®]

(i) licenses to provide PCS covering 1.3 millipaps in Wisconsin and lowa. Proceeds from thedallee wireless operations were used to
partially fund the Company's acquisitions of telepé properties in Alabama and Missouri during thiedtquarter of 2002.

As a result of the sale, the Company's wirelessatipms have been reflected as discontinued opasatn the Company's consolidated
statements of income and cash flows for the yeaiie@ December 31, 2002 and 2001. In its Decemhe2@2 consolidated balance sheet,
the Company reflected as "assets held for salefharty interest in a cellular partnership thah#d previously agreed to sell to Alltel upon
the satisfaction of various closing conditionsligfnt of the failure of the parties to agree updmether the closing conditions were met, the
Company determined during the first quarter of 2@@0Betain such investment; therefore, for repgripirposes, this investment (and its
related earnings) has been reclassified from diswaed operations to continuing operations on twmpanying financial statements for
2003. Prior periods have been restated to rethéstinvestment (and its related earnings) as garditinuing operations.

The depreciation and amortization of long-lived anabrtizable intangible assets related to the e@®bperations ceased on March 19, 2002,
the date of the definitive agreement to sell synérations.

The Company had no outstanding indebtedness dinattted to its wireless operations; thereforeimerest expense was allocate(



discontinued operations. The following table repres certain summary income statement informagtated to the Company's wireless
operations that is reflected in discontinued openat

Year ended December 31, 2002 2001

(Dollars in thousands)

Operating revenues $ 246,705 437,965
Operating income (1) $ 71,258 132,614
Nonrecurring gains and losses, net - 166,928
Income from unconsolidated cellular entities 25,768 19,868
Minority interest expense (8,569) (11,510)
Gain on sale of discontinued operations 803,905 -
Other income 188 4,707
Pre-tax income from discontinued operations $ 892,550 312,607
Income tax expense (284,459) (118,657)
Income from discontinued operations $ 608,091 193,950

(1) Excludes corporate overhead costs of $9.5anillind $17.1 million for 2002 and 2001, respecyivallocated to the wireless operations.
Included as a reduction in operating income for2i80a $30.5 million charge associated with thaeagff of all amounts expended to deve
the wireless portion of the Company's billing systeurrently in development.

The following table represents certain summary dlsh statement information related to the Compsmyiteless operations reflected as
discontinued operations:

Year ended December 31, 2002 2001

(Dollars in thousands)
Net cash provided by (used in)
operating activities $ (2 48,716) (1) 90,242
Net cash provided by investing activities 1,5 72,195 (2) 141,530
Net cash provided by financing activities - -

Net cash provided by
discontinued operations $ 13 23,479 231,772

(1) Includes approximately $305 million estimated payment related to sale of wireless operations.
(2) Includes cash proceeds of $1.59 billion from $lale of substantially all of the Company's wisleperations



(4) INVESTMENTS AND OTHER ASSETS
Investments and other assets at December 31, 2@03002 were composed of the following:

December 31, 2003 2002

(Dollars in thousands)

Gooduwill $ 3,425,001 3,427,281
Billing system development costs, less

accumulated amortization of $508 in 2003 162,980 139,451
Cash surrender value of life insurance contracts 93,960 93,664
Prepaid pension asset 59,055 26,046
Franchise costs 35,300 35,300
Customer base, less accumulated amortization

of $2,242 and $729 20,458 21,971
Deferred interest rate hedge contracts 31,239 33,635
Debt issuance costs, net 19,317 23,491
Fair value of interest rate swap - 22,163
Other 130,122 119,859

$ 3,977,432 3,942,861

Amortization of goodwill and other intangibles fraxantinuing operations of $1.5 million, $729,00@&%8.4 million for 2003, 2002 and
2001, respectively, is included in "Depreciationl @mortization" in the Company's Consolidated $tetts of Income. In accordance with
SFAS 142, effective January 1, 2002, goodwill idorgger subject to amortization but instead iss@gor impairment at least annually. As of
September 30, 2003, the Company completed thersgfjannual test under SFAS 142 and determineaddwill was not impaired.

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.

Year ended December 31, 2001

(Dollars in thousands,
except per share amounts)

Net income, as reported $ 343,031
Goodwill amortization, net of taxes 56,266
Net income, as adjusted $ 399,297
Basic earnings per share, as reported $ 2.43
Goodwill amortization, net of taxes .40
Basic earnings per share, as adjusted $ 2.83
Diluted earnings per share, as reported $ 241
Goodwill amortization, net of taxes .40
Diluted earnings per share, as adjusted $ 2.81

The Company is in the process of developing amgiated billing and customer care system. The dosdgvelop such system have been
accounted for in accordance with Statement of RPos@8-1, "Accounting for the Costs of Computert@aire Developed or Obtained for
Internal Use." Aggregate capitalized costs (befm®umulated amortization) totaled $163.5 milliod $139.5 million at December 31, 2003
and 2002, respectively. A portion of such costatezl to the wireless business ($30.5 million) watten off as a component of discontinued
operations in the third quarter of 2002 as a rasfuthe sale of substantially all of the Companyit®less operations on August 1, 2002.
Excluding this write-off, the Company's aggregaipitalized billing system costs are expected ta@pmate $200-215 million upon
completion and will be amortized over a twenty-ypariod. The Company began amortizing its billiggtem in 2003 based on the total
number of customers that the Company has migrat#tetnew system.

In connection with the acquisitions of propertiemn Verizon in 2002, the Company assigned $35.8anibf the purchase price as an
intangible asset associated with franchise codticfwincludes amounts necessary to maintain elityiho provide telecommunications
services in its licensed service areas). Such assedn indefinite life and therefore is not subje@mortization currently.

The Company assigned $22.7 million of the purchmie to a customer base intangible asset in cdiomewith the acquisitions of Verizon
properties in 2002. Such asset is being amortized D5 years; amortization expense for 2003 an@ 20 $1.5 million and $729,000,
respectively, and is expected to be $1.5 millianefach of the full years remaining in the amort@aperiod.



(5) PROPERTY, PLANT AND EQUIPMENT

Net property, plant and equipment at December 823 2nd 2002 was composed of the followi

December 31, 2003 2002
(Dollars in thousands)
Cable and wire $ 3,801,079 3,643,167
Central office 2,230,943 2,150,217
General support 811,301 820,059
Fiber transport 141,853 74,305
Information origination/termination 46,142 44,198
Construction in progress 21,289 32,507
Other 131,548 104,739
7,184,155 6,869,192
Accumulated depreciation (3,728,674) (3,337,547)
Net property, plant and equipment $ 3,455,481 3,531,645

Depreciation expense was $502.1 million, $449.%ioniland $382.0 million in 2003, 2002 and 2001 peagively.



(6) LONG-TERM AND SHORT-TERM DEBT

The Company's long-term debt as of December 313 20@ 2002 was as follows:

December 31, 2003 2002
(Dollars in thousands)
CenturyTel
Senior credit facilities $ - 385,000
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
6.02% Series J, due 2007
(remarketable 2005) 500,000 500,000
4.75% Series K, due 2032 165,000 165,000
7.875% Series L, due 2012 500,000 500,000
9.38% notes - 2,800

6.86%* Employee Stock Ownership
Plan commitment, due in installments

through 2004 500 1,500
Unamortized net discount (4,501) (5,084)
Fair value of derivative instrument

related to Series H senior notes 19,440 22,163
Fair value of derivative instruments

related to Series L senior notes (11,693) -
Other 114 146

Total CenturyTel 2,733,860 3,136,525
Subsidiaries

First mortgage debt
5.92%* notes, payable to agencies of the
U. S. government and cooperative
lending associations, due in

installments through 2025 234,743 250,325
7.98% notes, due through 2017 5,211 5,500
Other debt
6.98%* unsecured medium-term notes,
due through 2008 199,613 244,124
7.11%* notes, due in installments
through 2020 3,739 5,361
6.55%* capital lease obligations,
due through 2008 4,589 7,034
Total subsidiaries 447,895 512,344
Total long-term debt 3,181,755 3,648,869
Less current maturities 72,453 70,737
Long-term debt, excluding current maturities $ 3,109,302 3,578,132
* weighted average interest rate at December 31, 20 03

The approximate annual debt maturities for the jigars subsequent to December 31, 2003 are aw#0l&D04 - $72.5 million; 2005$246.1
million; 2006 - $277.9 million (including $165 nitih aggregate principal amount of the Company'vedible debentures, Series K, due
2032, which can be put to the Company at variotssdaeginning in 2006); 2007 - $521.7 million; &0D8 - $283.7 million.

Certain of the loan agreements of CenturyTel andubsidiaries 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 restddiy 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, 2003, restricted net assets of subsisli@ere $249.1 million and subsidiaries'
retained earnings in excess of amounts restrigtetkbt covenants totaled $1.476 billion. At Decen8fe 2003, all of the consolidated
retained earnings reflected on the balance shestwailable under CenturyTel's loan agreementthéodeclaration of dividends.

Approximately 25% of the Company's telephone prigpglant and equipment is pledged to secure thg-term debt of subsidiaries.

On May 6, 2002, the Company issued and sold innglemwritten public offering $500 million of equitynits. Net proceeds to the Company
from this issuance were approximately $483.4 milliBach of the 20 million equity units issued waseqd at $25 and consists initially o



beneficial interest in a CenturyTel senior unsedurete (Series J) with a principal amount of $28 arcontract to purchase shares of
CenturyTel common stock no later than May 2005. 3ér@or notes will mature in May 2007. Each pureheantract will generally require
the holder to purchase between .6944 and .874kbére of CenturyTel common stock in May 2005 basethe then current stock price of
CenturyTel common stock in exchange for $25, sultgecertain adjustments and exceptions. Accorglingpon full settlement of the
purchase contracts in May 2005, the Company wiknee proceeds of $500 million and will deliverween 13.9 million and 17.5 million
common shares in the aggregate. The senior naqiedged by the holders to secure their obligatiomder the purchase contracts. The total
distributions on the equity units will be at antigli annual rate of 6.875%, consisting of inte(@sD2%) and contract adjustment payments
(0.855%), each payable quarterly. On or after Fetbruary 2005, the senior notes will be remarkegedihich time the remarketing agent \
reset the interest rate on the senior notes inr dodgenerate sufficient proceeds to secure theen'sl obligation under the purchase contrac
the event of an unsuccessful remarketing, the Cagnpaéll exercise its right as a secured party &pdse of the senior notes and satisfy in
the holder's obligation to purchase common stocleuthe purchase contract.

The senior note portion of the equity units iseeféd on the balance sheet as ltergn debt in the amount of $500 million. Interegpense o

the senior notes is accrued at a rate of 6.02%intti@l interest rate. The present value of thgragate contract adjustment payments has bee
recorded as an $11.6 million reduction to paidapital and as an equivalent liability. The Compangmortizing the difference between the
aggregate amount of all payments and the preséund tlzereof as interest expense over the threetgaarof the purchase contracts. Upon
making each such payment, the Company will allooadst of the payment to the reduction of its $Imillion liability, and record the
remainder as interest expense. The issuance ddbis equity units have been allocated to the udébt and equity components. The debt
issuance costs ($3.3 million) were computed basegfcal costs of a debt transaction and will betized to interest expense over the t

of the senior notes. The remainder of the issuansts ($12.6 million) were treated as a cost climgiequity and recorded as a charge to paid
in capital.

On July 22, 2002, the Company entered into $800amibf credit facilities, consisting of a $533 fioh three-year facility and a $267 million
364-day revolving facility with a one-year term-aytion. The 364-day revolving facility was not eeved in 2003. The Company had no
outstanding borrowings under its facility at DecemB1, 2003.

In the third quarter of 2002, the Company issue@0$Billion of senior notes, Series L, due 2012 @hhbear interest at 7.875%) and $165
million of convertible senior debentures, Serieslde 2032 (which bear interest at 4.75% and whiak be converted into shares of
CenturyTel common stock at a conversion price @485 per share). Holders of the convertible setddrentures will have the right to
require the Company to purchase all or a portiothefdebentures on August 1, 2006, August 1, 28ti0Aagust 1, 2017. In each case, the
purchase price payable will be equal to 100% ofptfirecipal amount of the debentures to be purchpieslany accrued and unpaid interest to
the purchase date. The Company will pay cash fatedlentures so purchased on August 1, 2006. Bosaeh purchases on or after Augus
2010, the Company may choose to pay the purcha&sziprcash or shares of its common stock, or amylgnation thereof (except that the
Company will pay any accrued and unpaid interesgsh).

On October 15, 2002, the Company redeemed $40@mpkincipal amount of its Series | Remarketal#aiSr Notes at par value, plus
accrued interest. In connection with such redemptive Company also paid a premium of approximéa&ll.1 million in accordance with t
redemption provisions of the associated remarketgrgement. Such premium payment (net of $11.1omif unamortized net premium
primarily associated with the option payment reeditby the Company in 2000 in connection with thginal issuance of the remarketable
notes) is reflected as an Other Expense in the @agipresults of operations for year ended Dece@ibe2002.

At December 31, 2003, the Company had availabl@$58iillion 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) DERIVATIVE INSTRUMENTS

During 2002, the Company entered into a fair véledge with respect to the Company's $500 milliagregate principal amount of 8.375%
Series H senior notes, due 2010. This hedge whseal'to variable" interest rate swap that effeeyvconverted the Company's fixed rate
interest payment obligations under these notesviatiable rate obligations. The change in the valuhis hedge was reflected as a
component of interest expense for the year endeember 31, 2002. As of December 31, 2002, the Caynpealized an interest rate of
4.96% related to such hedge. Interest expenseedased by $7.8 million in 2002 as a result of tieslge. The fair value of such hedge at
December 31, 2002 was $22.2 million and is reflkctie the accompanying balance sheet as both an(esdeded in "Other assets") and as
an increase in the underlying debt (included infgd¢erm debt"). In May 2003, the Company termindtesl hedge. In connection with such
termination, the Company received approximately. $22illion in cash upon settlement, which represdnhe fair value of the hedge at the
termination date. Such amount is being amortizeal @sluction of interest expense through 2010ntaturity date of the Series H notes.

In May and July 2003, the Company entered into fmparate fair value interest rate hedges assdaiatie the full $500 million principal
amount of its Series L senior notes, due 2012,ghgtinterest at a fixed rate of 7.875%. These bedge "fixed to variable" interest rate
swaps that effectively convert the Company's firate interest payment obligations under these rinteobligations to pay variable rates
range from the six-month London InterBank OffereatdR("LIBOR") plus 3.229% to the six-month LIBORupI3.67%, with settlement and
rate reset dates occurring each six months thrthakxpiration of the hedges in August 2012. ABefember 31, 2003, the Company
realized a weighted average interest rate of 4&&ted to these hedges. Interest expense was ey .7 million during 2003 as a result
of these hedges. The aggregate fair value of sedgds at December 31, 2003 was $11.7 million aneflscted on the accompanying bale
sheet as both a liability (included in "Deferreddits and other liabilities") and as a decreageedCompany's underlying lo-term debt



During 2002, the Company entered into (i) a castv thedge designed to lock in a fixed interest fat&100 million of the $500 million

senior notes issued in the third quarter of 200Rwivas settled in the third quarter of 2002 f@lal million payment by the Company
(which is being amortized as additional interegiese over a ten-year period, which equates ttetheof the debt issuance hedged) and (ii)
a cash flow hedge designed to eliminate the vditiabif interest payments for $400 million of vabia rate debt under the Company's $800
million credit facilities. During the second quartd 2003, the Company retired all outstanding btddness associated with its $800 million
credit facilities; therefore, such cash flow hedges deemed ineffective in 2003 and resulted in22$00 unfavorable pre-tax charge to the
Company's income



(8) DEFERRED CREDITS AND OTHER LIABILITIES
Deferred credits and other liabilities at Decentier2003 and 2002 were composed of the following:

December 31, 2003 2002

(Dollars in thousands)

Deferred federal and state income taxes $ 528,551 352,161
Accrued postretirement benefit costs 222,613 208,542
Fair value of interest rate swap 11,693 1,290
Additional minimum pension liability - 56,388
Minority interest 7,218 26,067
Other 66,576 71,720

$ 836,651 716,168

(9) STOCKHOLDERS' EQUITY

Common stock - Unissued shares of CenturyTel comstack were reserved as follows:

December 31, 2003

(In thousands)

Incentive compensation programs 12,099
Acquisitions 4,064
Employee stock purchase plan 4,822
Dividend reinvestment plan 454
Conversion of convertible preferred stock 435
Other employee benefit plans 3,717
25,591

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 8.9 million shares of common stoekenentitled to ten votes per share.

Preferred stock - As of December 31, 2003, Centeirtiid 2.0 million shares of authorized convertjireferred stock, $25 par value per
share. At December 31, 2003 and 2002, there wed@®3Q shares of outstanding preferred stock. Heldéoutstanding 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 claiis the holders of common stoc



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 dqoiae 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 otherrg@siof 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.

(10) POSTRETIREMENT BENEFITS

The Company sponsors health care plans (which szamber 31 measurement date) that provide piostmeint benefits to all qualified
retired employees.

On December 8, 2003, President Bush signed intalaill that expands Medicare, primarily addingraseription drug benefit for Medicare-
eligible retirees starting in 2006. The Companycipdtes that the benefits it pays after 2006 béllower as a result of the new Medicare
provisions; however, the Company's retiree medibégations and reported costs do not reflect thgact of this legislation. Deferring
recognition of the new medicare provisions' impagtermitted by Financial Accounting Standards Bidataff Position 106-1 due to
unresolved questions about some of the new Medrangsions and a lack of authoritative accountingdance about certain matters.

In 2003, the Company announced changes, effecivealy 1, 2004, that would decrease its subsidizatf benefits provided under its
postretirement benefit plan.

The following is a reconciliation of the beginniagd ending balances for the benefit obligation thedplan asset



December 31, 2003 2002 2001

(Dollars in thousands)
Change in benefit obligation

Benefit obligation at beginning of year $ 253,762 215,872 165,266
Service cost 6,176 6,669 6,373
Interest cost 18,216 15,962 14,512
Participant contributions 1,199 617 548
Acquisitions - 56,539 -
Plan amendments (34,597) - -
Actuarial (gain) loss 79,163 (29,534) 40,005
Benefits paid (12,498) (12,363) (10,832)
Benefit obligation at end of year $ 311,421 253,762 215,872

Change in plan assets

Fair value of plan assets at beginning of year $ 28,697 36,555 39,873
Return on assets 4,479 (2,896) (1,379)
Employer contributions 8,000 6,784 8,345
Participant contributions 1,199 617 548
Benefits paid (12,498) (12,363) (10,832)
Fair value of plan assets at end of year $ 29,877 28,697 36,555

Net periodic postretirement benefit cost for 2003)2 and 2001 included the following compone

Year ended December 31, 2003 2002 2001
(Dollars in thousands)

Service cost $ 6,176 6,669 6,373
Interest cost 18,216 15,962 14,512
Expected return on plan assets (2,870) (3,656) (3,987)
Amortization of unrecognized actuarial loss 2,234 1,470 1,337
Amortization of unrecognized prior service cost (2,447) (129) (129)
Net periodic postretirement benefit cost $ 21,309 20,316 18,106

The following table sets forth the amounts recogdias liabilities for postretirement benefits at®aber 31, 2003, 2002 and 2001.

December 31, 2003 2002 2001
(Dollars in thousands)
Benefit obligation $ (311,421) (253,762) (215,872)
Fair value of plan assets 29,877 28,697 36,555
Unamortized prior service cost (33,068) (918)  (1,046)
Unrecognized net actuarial loss 89,893 14,573 33,925

Accrued benefit cost $ (224,719) (211,410) (146,438)




Assumptions used in accounting for postretirementefits as of December 31, 2003 and 2002 were:

2003 2002

Determination of benefit obligation
Discount rate 6.0% 6.75
Healthcare trend rates
(Medical/Prescription Drug)
Following year 11.0%/16.0% 4.9/5.7
Rate to which the cost trend rate is
assumed to decline (the ultimate

trend rate) 5.0%/5.0% 4.5/4.5
Year that the rate reaches the
ultimate trend rate 2010/2015 2015/2015
Determination of benefit cost
Discount rate 6.75% 7.00
Expected return on plan assets 8.25% 10.0

The Company employs a total return investment agagravhereby a mix of equities and fixed income gtwents are used to maximize the
long-term return of plan assets for a prudent lefeisk. The intent of this strategy is to minimiplan expenses by outperforming plan
liabilities over the long term. Risk tolerance sablished through careful consideration of plabilities, plan funded status and corporate
financial condition. Investment risk is measured aronitored on an ongoing basis through annuailiiaineasurements, periodic asset
studies and periodic portfolio reviews.

The Company's postretirement benefit plan weiglategtage asset allocations at December 31, 2003G0RIby asset category are as
follows:

2003 2002
Equity securities 80.5% 56.2
Debt securities 16.4 36.6
Other 3.1 7.2
Total 100.0%  100.0

In determining the expected return on plan ashéttgrical markets are studied and long-term reteghips between equities and fixed income
are preserved consistent with the widely-accepagital market principle that assets with highemtitity and risk generate a greater return
over the long term. Current market factors sucimfation and interest rates are evaluated befongterm capital market assumptions are
determined. Peer data and historical returns areraliewed to check for reasonableness.

Assumed health care cost trends have a signifeffedt on the amounts reported for postretiremengfit plans. A one-percentage-point
change in assumed health care cost rates wouldthaevellowing effects



1-Percentage  1-Percentage
P oint Increase Point Decrease

(Dollars in thousands)
Effect on total of service and interest
cost components $ 1,588 (1,514)
Effect on postretirement benefit obligation $ 20,377 (19,126)

The Company expects to contribute approximately@illBon to its postretirement benefit plan in 2004
(11) RETIREMENT AND SAVINGS PLANS

CenturyTel and certain subsidiaries sponsor defireeefit pension plans for substantially all empley. CenturyTel also sponsors an Outside
Directors' Retirement Plan and a Supplemental Bkec®Retirement Plan to provide directors and &fifi; respectively, with supplemental
retirement, death and disability benefits. The Canypuses a December 31 measurement date for iits. pla

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, 2003 2002 2001

(Dollars in thousands)
Change in benefit obligation
Benefit obligation at

beginning of year $ 346,256 271,490 249,835
Service cost 12,840 10,353 7,760
Interest cost 23,617 20,053 17,829
Plan amendments - - 1,205
Acquisitions - 51,428 -
Settlements (9,962) - -
Actuarial (gain) loss 46,221 9,231 9,065
Benefits paid (28,139) (16,299) (14,204)

Benefit obligation at end of year $ 390,833 346,256 271,490

Change in plan assets
Fair value of plan assets at

beginning of year $ 266,420 270,902 315,727
Return on plan assets 52,783 (42,998) (31,998)
Employer contributions 50,437 3,387 1,377
Acquisitions 6,807 51,428 -
Benefits paid (28,139) (16,299) (14,204)

Fair value of plan assets at end of year $ 348,308 266,420 270,902

At December 31, 2003, the Company's underfundedipemlans (meaning those with benefit obligationexcess of plan assets) had
aggregate benefit obligations of $138.4 million agdregate plan assets of $84.4 million. As of Drwer 31, 2002, all of the pension plans
had benefit obligations in excess of plan as:



Net periodic pension expense (benefit) for 20089228nd 2001 included the following compone

Year ended December 31, 2003 2002 2001

(Dollars in thousands)

Service cost $ 12,840 10,353 7,760
Interest cost 23,617 20,053 17,829
Expected return on plan assets (22,065) (28,575) (30,803)
Settlements 2,233 - -
Recognized net (gains) losses 7,214 1,248 (2,399)
Net amortization and deferral 397 395 301

Net periodic pension expense (benefit) $ 24,236 3,474 (7,312)

The following table sets forth the combined pldnsted status and amounts recognized in the Con'gppaagsolidated balance sheet at
December 31, 2003, 2002 and 2001.

December 31, 2003 2002 2001

(Dollars in thousands)

Benefit obligation $ (390,833) (346,256) (271,490)
Fair value of plan assets 348,308 266,420 270,902
Unrecognized transition asset (900) (1,152) (1,404)
Unamortized prior service cost 3,721 4,370 5,017
Unrecognized net actuarial (gain) loss 98,759 102,664 23,121
Prepaid pension cost $ 59,055 26,046 26,146

The Company's accumulated benefit obligation d3emfember 31, 2003 and 2002 was $329.0 million &84 8 million, respectively.
Amounts recognized on the balance sheet consist of:

December 31, 2003 2002 2001

(Dollars in thousands)

Prepaid pension cost $ 59,055 26,046 26,146
Additional minimum pension liability
(reflected in Deferred Credits and

Other Liabilities) - (56,388) -
Intangible asset (reflected in Other Assets) - 1,212 -
Accumulated Other Comprehensive Loss - 55,176 -

$ 59,055 26,046 26,146




Assumptions used in accounting for the pensiongéenof December 2003 and 2002 were:

2003 2002
Determination of benefit obligation
Discount rate 6.0% 6.75
Weighted average rate of compensation increase 4.0% 4.50
Determination of benefit cost
Discount rate 6.75% 7.0
Weighted average rate of compensation increase 4.50% 4.50
Expected long-term rate of return on assets 8.25% 10.0

The Company employs a total return investment agravhereby a mix of equities and fixed income gtweents are used to maximize the
long-term return of plan assets for a prudent lefeisk. The intent of this strategy is to minimiplan expenses by outperforming plan
liabilities over the long term. Risk tolerance sablished through careful consideration of plabilities, plan funded status and corporate
financial condition. Investment risk is measured aronitored on an ongoing basis through annualilitlalmeasurements, periodic asset
studies and periodic portfolio reviews.

The Company's pension plans weighted-average alésedtions at December 31, 2003 and 2002 by assegory are as follows:

2003 2002
Equity securities 54.0% 66.5
Debt securities 11.0 5.7
Cash and cash equivalents 32.3 24.4
Other 2.7 3.4
Total 100.0% 100.0

In determining the expected return on plan askéttgrical markets are studied and long-term reteghips between equities and fixed income
are preserved consistent with the widely-accepagital market principle that assets with highemtitity and risk generate a greater return
over the long term. Current market factors sucimfiegtion and interest rates are evaluated befong{term capital market assumptions are
determined. Peer data and historical returns areraviewed to check for reasonableness.

The amount of the 2004 contribution will be detared based on a number of factors, including theltesf the 2004 actuarial valuation
report. At this time, the amount of the 2004 cdnttion is not known.

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

and is funded by Company contributions determimetlally by the Board of Directors. The Company'semse related to the ESOP during

2003, 2002 and 2001 was $8.9 million, $9.3 milliand $7.5 million, respectively. At December 31020the ESOP owned an aggregate of
7.2 million shares of CenturyTel common stock.

CenturyTel and certain subsidiaries also sponsaliftrd 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 $8.2 million in 2003, $6.7 million in 2002 a$6.6 million in 2001



(12) INCOME TAXES

Income tax expense from continuing operations ihetlin the Consolidated Statements of Income fytars ended December 31, 2003,
2002 and 2001 was as follows:

Year ended December 31, 2003 2002 2001
(Dollars in thousands)
Federal
Current $ 58,659 22,987 26,689
Deferred 118,600 80,056 62,164
State
Current (113) 11,406 6,735
Deferred 10,106  (8,944) (4,220)

$ 187,252 105,505 91,368

Income tax expense for 2003 was reduced by $21l@mprimarily as a result of reducing the valwatiallowance related to net state
operating loss carryforwards as it is more likélgrt not that future taxable income will be suffitieo enable the Company to utilize this
portion of the operating loss carryforwards.

Income tax expense from continuing operations viasated as follows:

Year ended December 31, 2003 2002 2001

(Dollars in thousands)
Income tax expense in the consolidated
statements of income $ 187,252 105,505 91,368
Stockholders' equity:
Compensation expense for tax purposes
in excess of amounts recognized for

financial reporting purposes (4,385) (7,471) (1,051)
Tax effect of the change in accumulated
other comprehensive income (loss) 19,763 (19,763) (13,715)

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, 2003 2002 2001

(Percentage of pre-tax income)

Statutory federal income tax rate 35.0% 35.0 35.0
State income taxes, net of federal

income tax benefit 1.2 5 7
Amortization of nondeductible goodwill - - 3.4
Amortization of investment tax credits - (.1) (.2)
Amortization of regulatory liability (.1) (.3) (.7
Other, net (.9) 2 (.2)
Effective income tax rate 35.2% 35.3 38.0

In accordance with SFAS 142, effective January0D22 goodwill amortization for financial reportipgirposes ceased.

The tax effects of temporary differences that géseto significant portions of the deferred tagets and deferred tax liabilities at December
31, 2003 and 2002 were as follov



December 31, 2003 2002

(Dollars in thousands)
Deferred tax assets

Postretirement benefit costs $ 59,215 40,852
Regulatory support 12,464 11,414
Net state operating loss carryforwards 41,358 28,380
Other employee benefits 10,160 28,697
Other 24,819 18,720
Gross deferred tax assets 148,016 128,063
Less valuation allowance (19,735) (28,380)
Net deferred tax assets 128,281 99,683

Deferred tax liabilities

Property, plant and equipment, primarily due t o]
depreciation differences (291,482)  (189,663)
Goodwill (350,812)  (256,801)
Deferred debt costs (2,470) (2,400)
Intercompany profits (3,485) (2,980)
Other (8,583) -
Gross deferred tax liabilities (656,832)  (451,844)
Net deferred tax liability $ (528,551) (352,161)

As of December 31, 2003, the Company had availaBléenefits associated with net state operatiag ¢tarryforwards, which expire through
2023, of $41.4 million. In assessing whether thenBany can realize the benefits of its net stateatjpey loss carryforwards, the Company
considers whether it is more likely than not tr@anhe portion or all of the carryforwards will not kealized. The ultimate realization of the
benefits of the carryforwards is dependent uporgtheeration of future taxable income during theqaks in which those temporary
differences become deductible. The Company corsitescheduled reversal of deferred tax liabditierojected future taxable income and
tax planning strategies in making this assessmené result of such assessment, $19.7 million wasrred through the valuation allowance
as of December 31, 2003 as it is likely that tmsant of net operating loss carryforwards will betutilized prior to expiration.

(13) NONRECURRING GAINS AND LOSSES, NET
In the second quarter of 2002, the Company recoad@@-tax gain of $3.7 million from the sale d?@S license.

In the third quarter of 2001, the Company recora@ae-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. Additionally in 20, Company recorded pre-tax charges of
$25.5 million ($16.6 million after-tax; $.12 peduted share) due to the write-down in the valueesfain non-operating investments in which

the Company owns a minority intere



(14) EARNINGS PER SHARE
The following is a reconciliation of the numeratarsd denominators of the basic and diluted earniegshare computations:

Year ended December 31, 2003 2002 2001

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

Income from continuing operations $ 344,707 193,533 149,081
Discontinued operations, net of tax - 608,091 193,950
Net income 344,707 801,624 343,031
Dividends applicable to preferred stock (399) (399) (399)
Net income applicable to common stock for
computing basic earnings per share 344,308 801,225 342,632
Dividends applicable to preferred stock 399 399 399

Net income as adjusted for purposes of
computing diluted earnings per share $ 344,707 801,624 343,031

Net income applicable to common stock for
computing basic earnings per share,
as adjusted for goodwill amortization $ 344,308 801,225 398,898

Net income as adjusted for purposes of
computing diluted earnings per share,
as adjusted for goodwill amortization $ 344,707 801,624 399,297

Shares (Denominator):
Weighted average number of shares outstanding

during period 143,673 141,796 141,021
Employee Stock Ownership Plan shares not
committed to be released (90) (183) (278)

Weighted average number of shares outstanding
during period for computing basic earnings
per share 143,583 141,613 140,743
Incremental common shares attributable to
dilutive securities:
Shares issuable under convertible securities 435 435 435
Shares issuable under outstanding stock options 682 831 1,129

Number of shares as adjusted for purposes of
computing diluted earnings per share 144,700 142,879 142,307




Year ended December 31, 2003 2002 2001

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

From continuing operations $ 240 1.36 1.06
From continuing operations, as adjusted for

goodwill amortization $ 240 1.36 1.39
From discontinued operations $ - 4.29 1.38
From discontinued operations, as adjusted for

goodwill amortization $ - 4.29 1.45
Basic earnings per share $ 240 5.66 2.43
Basic earnings per share, as adjusted for

goodwill amortization $ 240 5.66 2.83

Diluted earnings per share

From continuing operations $ 238 1.35 1.05
From continuing operations, as adjusted for

goodwill amortization $ 238 1.35 1.37
From discontinued operations $ - 4.26 1.36
From discontinued operations, as adjusted for

goodwill amortization $ - 4.26 1.43
Diluted earnings per share $ 238 5.61 2.41
Diluted earnings per share, as adjusted for

goodwill amortization $ 238 5.61 2.81

The weighted average number of options to purchhases of common stock that were excluded froncoieputation of diluted earnings per
share because the exercise price of the optiorgvesger than the average market price of the constamk was 2.6 million for 2003, 3.3
million for 2002 and 1.3 million for 2001.

(15) STOCK OPTION PROGRAMS

CenturyTel maintains programs which allow the Boafr®irectors, through the Compensation Committegyrant (i) incentives to certain
employees in any one or a combination of severah$pincluding incentive and non-qualified stockiops; stock appreciation rights;
restricted stock; and performance shares andticksoptions to outside directors. As of DecemlkrZ)03, CenturyTel had reserved 12.1
million shares of common stock which may be issueder CenturyTel's current incentive compensatiog@ams.

Under the Company's programs, options have beertegtéo employees and directors at a price eithealeto or exceeding the then-current
market price. All of the options expire ten yedisrathe date of grant and the vesting period rarigem immediate to three yea



Stock option transactions during 2003, 2002 andL20ére as follows:

Number Average
of options price

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
Exercised 1 ,366,560) 13.97
Granted 1 ,983,150 32.28
Forfeited (88,308) 28.59
Outstanding December 31, 2002 6 ,895,802 27.95
Exercised (1 ,059,414) 22.30
Granted 1 , 720,317 27.36
Forfeited (822,133) 33.34
Outstanding December 31, 2003 6 , 734,572 28.14
Exercisable December 31, 2003 3 ,807,355 27.21
Exercisable December 31, 2002 3 ,991,753 25.68

The following tables summarize certain informatadout CenturyTel's stock options at December 32320

Options outstandin g
Weighte d average
Range of remaining contractual  Weighted average
exercise prices  Number of options  life ou tstanding exercise price
$ 11.67-17.64 931,324 1.9 $ 14.90
24.10-26.31 230,308 7.6 25.20
26.62-31.56 3,061,468 7.9 27.73
31.75-38.50 2,469,563 8.4 33.66
39.00-46.19 41,909 5.3 42.47
11.67-46.19 6,734,572 7.5 28.14
Options exercisabl e
Range of Number of Weighted average
exercise prices options exercisabl e exercise price
$ 11.67-17.64 931,324 $ 14.90
24.10-26.31 178,753 25.14
26.62-31.56 1,179,303 28.15
31.75-38.50 1,476,066 34.04
39.00-46.19 41,909 42.47

11.67-46.19 3,807,355 27.21



(16) SUPPLEMENTAL CASH FLOW DISCLUSURES

The amount of interest actually paid by the Compaey of amounts capitalized of $488,000, $1.2ianland $3.5 million during 2003, 2002
and 2001, respectively, was $221.1 million, $2¥0ilion and $224.7 million during 2003, 2002 and)20respectively. Income taxes paid
were $91.6 million in 2003, $325.5 million in 2088d $128.3 million in 2001. Income tax refunds leda585.7 million in 2003, $2.7 million

in 2002 and $5.0 million in 2001.

The Company has consummated the acquisitions afusaoperations, along with certain other assetsng the three years ended December
31, 2003. In connection with these acquisitions,fillowing assets were acquired and liabilitiesuased:

Year ended December 31,

Property, plant and equipment, net $
Goodwill
Deferred credits and other liabilities
Other assets and liabilities, excluding
cash and cash equivalents

Decrease in cash due to acquisitions $

2003

2002 2001

(Dollars in thousands)

46,390 866,575
21,743 1,335,157 33,183
21,754  (56,897) 13,948
(3,644) 100,191

86,243 2245026 47,131

The Company has disposed of various operationsctefll within continuing operations, along with aertother assets, during the three years
ended December 31, 2003. In connection with thegmsditions, the following assets were sold, li¢ies eliminated, assets received and gain

recognized:

Year ended December 31,

Property, plant and equipment, net $
Marketable equity securities
Other assets and liabilities, excluding
cash and cash equivalents
Gain on sale of assets

Increase in cash due to dispositions $

2003

2002 2001

(Dollars in thousands)

(2,447)
(3,614)

(435)  (19,080)
(3,709) (33,043)

(4,144) (58,184)

For information on the Company's discontinued ofi@ma, see Note :



(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,
2003 and 2002.

Carrying Fair
Amount value

(Dollars in thousands)
December 31, 2003

Financial assets
Other $ 54,605 54,605 (2)

Financial liabilities
Long-term debt (including

current maturities) $ 3,181,755 3,440,279 (1)
Interest rate swaps $ 11,693 11,693 (2)
Other $ 44,612 44,612 (2)

December 31, 2002

Financial assets
Interest rate swaps $ 22,163 22,163 (2)
Other $ 33,637 33,637 (2)

Financial liabilities
Long-term debt (including

current maturities) $ 3,648,869 3,937,535 (1)
Interest rate swaps $ 1,290 1,290 (2)
Other $ 41,884 41,884 (2)

(1) Fair value was estimated by discounting theedaled payment streams to present value basedrafgmcurrently available to the
Company for similar debt.
(2) Fair value was estimated by the Company to@pigrate carrying value.

The carrying amount of cash and cash equivaleotsuats receivable, accounts payable and accryszhegs approximates the fair value
to the short maturity of these instruments and mtéeen reflected in the above table.

(18) BUSINESS SEGMENTS

The Company in an integrated communications comeaigyaged primarily in providing an array of comnuaions services to its customers,
including local exchange, long distance, Interroeeas, data and fiber transport services. The Coyngtsives to maintain its customer
relationships by, among other things, bundlingésvice offerings to provide its customers wittoanplete offering of integrated
communications services. Effective in the firstiqeiaof 2004, as a result of the Company's increééseus on integrated bundle offerings and
the varied discount structures associated with sifeings, the Company determined that its resafligperations would be more
appropriately reported as a single reportable segomaer the provisions of Statement of Financie¢@unting Standards No. 131,
"Disclosures about Segments of an Enterprise atatdklnformation." Therefore, the results of opieras for 2004 and future years will
reflect the presentation of a single reportablersay. Results of operations for 2003, 2002 and 220% been conformed to the Company's
future presentation of a single reportable segn



The Company's operating revenues for its produadssarvices include the following components:

Year ended December 31, 2003 2002 2001

(D ollars in thousands)
Local service $ 712,565 570,871 466,985
Network access 1,001,462 884,982 812,440
Long distance 173,884 146,536 117,363
Data 244,998 179,695 125,619
Fiber transport and CLEC 43,041 21,666 6,106
Other 191,660 168,246 150,991
Total operating revenues $ 2,367,610 1,971,996 1,679,504

For a description of each of the sources of revengee Management's Discussion and Analysis andtRe$ Operations - Operating
Revenues.

Interexchange carriers and other accounts rece&wabthe balance sheets are primarily amountsrdue farious long distance carriers,
principally AT&T, and several large local excharaperating companies.

(19) COMMITMENTS AND CONTINGENCIES
Construction expenditures and investments in veljdiuildings and equipment during 2004 are estichtt be $400 million.

In Barbrasue Beattie and James Sovis, on beh#iieofiselves and all others similarly situated, \wntGe/Tel, Inc., filed on October 29, 2002
in the United States District Court for the EastBistrict of Michigan (Case No. 02-10277), the ptéfs allege that the Company unjustly
and unreasonably billed customers for inside wisgntenance services, and seek unspecified moneggksand injunctive relief under
various legal theories on behalf of a purported<laf over two million customers in the Compangtsthone markets. The Court has not yet
ruled on the plaintiffs’ certification motion, ahds not yet set a date to resolve this issue. Gheurrent status of this case, the Company
cannot estimate the potential impact, if any, thet case will have on its results of operations.

AT&T filed a petition with the FCC in December 2088eking forbearance from enforcing certain provisiof the Telecommunications Act
of 1996 that allows LECs to file access tariffssostreamlined basis and, if certain criteria arg aeems those tariffs lawful. Certain of the
Company's telephone subsidiaries file interstatédalirectly with the FCC using this streamlingithg approach. As a result of recent court
rulings, tariffs that have been "deemed lawfuléffect nullify an interexchange carrier's abilityseek refunds should the earnings from the
tariffs ultimately result in earnings above thehaized rate of return prescribed by the FCC. Then@any has not recognized any revenues
in excess of the authorized rate of return appletdthose carriers who historically have requéstfunds pending resolution of the "deer
lawful" tariff issue. The Company will continue toonitor the status of the AT&T petition with the ECAlthough it is possible the Company
could benefit favorably upon resolution of thisugsthere is no assurance that a favorable outedtheccur.

From time to time, the Company is involved in vagather claims and legal actions relating to thredact of its business. In the opinion of
management, the ultimate disposition of these msattédl not have a material adverse effect on tlhenGany's consolidated financial position
or results of operation



(20) SUBSEQUENT EVENT

On February 3, 2004, the Company announced thlao#sd of directors approved a stock repurchasgrano that will allow the Company to
repurchase up to an aggregate of $400 milliontbeeiits common stock or convertible equity unit®pto December 31, 2005. The
Company commenced purchases under this plan on&gis, 2004.
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CENTURYTEL, INC.
Consolidated Quarterly Income Statement Information
(Unaudited)

First Second Third Fourth
quarter quarter  quarter quarter

( Dollars in thousands, except per share amounts)

2003 (unaudited)
Operating revenues $ 578,014 586,729 600,264 602,603
Operating income $ 184,773 188,381 190,781 186,461
Net income $ 83,919 87,367 90,979 82,442
Basic earnings per share $ .59 .61 .63 .57
Diluted earnings per share $ .58 .60 .63 .57
2002
Operating revenues $ 422,918 438,702 524,497 585,879
Operating income $ 119,049 109,531 157,716 189,110
Income from continuing operations $ 43,117 41,482 64,589 44,345
Net income $ 70,767 78,763 607,749 44,345
Basic earnings per share from

continuing operations $ .30 .29 .46 .31
Basic earnings per share $ .50 .56 4.29 .31
Diluted earnings per share from

continuing operations $ .30 .29 .45 31
Diluted earnings per share $ .50 .55 4.26 .31
2001
Operating revenues $ 411,602 409,250 423,973 434,679
Operating income $ 104,309 99,209 105,991 115,796
Income from continuing operations $ 27,708 22,533 60,994 37,846
Net income $ 46,722 154,241 92,305 49,763
Basic earnings per share from

continuing operations $ .20 .16 43 .27
Basic earnings per share from

continuing operations, as adjusted $ .28 .24 51 .35
Basic earnings per share $ .33 1.10 .65 .35
Basic earnings per share, as adjusted $ 43 1.20 .75 .45
Diluted earnings per share from

continuing operations $ .19 .16 43 .27
Diluted earnings per share from

continuing operations, as adjusted $ .28 .24 .51 .35
Diluted earnings per share $ .33 1.09 .65 .35
Diluted earnings per share, as adjusted $ 43 1.19 .75 .45

Diluted earnings per share for the fourth quarf&20®3 included a $.06 per share charge relatepéoating taxes, net of related revenue
effect, and interest associated with various opegaax audits.

Diluted earnings per share for the third quarte2@32 included $3.72 per share related to the gaithe sale of substantially all of the
Company's wireless operations, net of amountsemritff for costs expended related to the wirelestign of the new billing system curren
in development. Diluted earnings per share forftlhueth quarter of 2002 was negatively impacted [&7%er share related to the redemption
premium on the Company Series | remarketable rthegsvere redeemed in October 2002. On July 1 argust 31, 2002, the Company
acquired nearly 650,000 telephone access linesedaid assets from Verizon. See Note 2 for additionformation.
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