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NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO THE SHAREHOLDERS OKC ENTURY T EL, | NC.:

The Annual Meeting of Shareholders of @gyTel, Inc. will be held at 2:00 p.m., local tien May 9, 2002 in the Corporate
Conference Room of the Company’s principal office3) CenturyTel Drive, Monroe, Louisiana, for tieddwing purposes:

1. to elect five Class Il director
2. to consider and vote upon a proposal to approv€tmpan’s 2002 Directors Stock Option Ple

3.  to consider and vote upon a proposal to appitty€ompany’s 2002 Management Incentive Compemsatio
Plan; anc

4.  to transact such other business as may properlg d@fore the meeting and any adjournments the

The Board of Directors has fixed the elo$ business on March 20, 2002 as the recordfdatbe determination of shareholders
entitled to notice of and to vote at the meetind alh adjournments thereof.

By Order of the Board of Directo

HARVEY P. PERRY, Secretal

Dated: March 27, 2002

SHAREHOLDERS ARE INVITED TO ATTEND THE ANNUAL MEETI NG IN PERSON. EVEN IF YOU EXPECT TO ATTEND,
IT IS IMPORTANT THAT YOU PLEASE SIGN, DATE AND RETU RN THE ENCLOSED PROXY CARD PROMPTLY. IF YOU
PLAN TO ATTEND AND WISH TO VOTE YOUR SHARES PERSONA LLY, YOU MAY DO SO AT ANY TIME BEFORE YOUR
PROXY IS VOTED.
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R O Bosx 065
onmoe, LA F12T71-4065

P,
CENTURYTEL

March 27, 2002
Dear Shareholder:

It is a pleasure to invite you to the @amy’s 2002 Annual Meeting of Shareholders on TaaysMay 9, beginning at 2:00 p.m. local
time, at the Company’s headquarters in Monroe, siana. | hope you will be able to attend the meetin

As in the past, this booklet includes farmal notice of the meeting and our proxy stateinéhis year, for the first time, we have also
included in this booklet our annual financial staémits and review of operations. These materialshaheded as\ppendix C.

Most of you have received with this baaikd proxy card that indicates the number of vtitasyou will be entitled to cast at the
meeting according to the records of the Companyoar broker, bank or other nominee. Each sharbeftompany that you have
“beneficially owned” continuously since May 30, T7®&ill generally entitle you to ten votes; eachesthhare entitles you to one vote. Shares
held through a broker, bank or other nominee agsuymed to have one vote per share. In lieu of viegpa proxy card, participants in the
Company’s benefit plans have been furnished witinganstruction cards. The reverse side of thitetedescribes the Company’s voting
provisions in greater detail.

Regardless of how many shares you owmh@ther you plan to attend the meeting in perdas,important that your shares be voted at
the meeting. At your earliest convenience, pleaseptete the enclosed proxy card (or voting instaictards) and return it or them promptly
in the enclosed return envelope.

Thank you for your interest and continsegport.
Sincerely,
Clak n Hittiama

Clarke M. Williams
Chairman of the Boar
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VOTING PROVISIONS
Shareholders

Record Shareholdertn general, shares registered in the name of atwalgerson or estate that are represented bificates dated
prior to May 30, 1987 are presumed to have tensvpée share and all other shares are presumedéocona vote per share. However, the
Company’s articles of incorporation (the relevarvisions of which are reproduced below) set feriist of circumstances in which the
foregoing presumptions may be refuted. If you hithat the voting information set forth on youoyy card is incorrect or a presumption
made with respect to your shares should not ajpjgase send a letter to the Company briefly deisgyithe reasons for your belief. Merely
marking the proxy card will not be sufficient nagétion to the Company that you believe the votirfgrmation thereon is incorrect.

Beneficial Shareholder&\ll shares held through a broker, bank or other inem are presumed to have one vote per share. Gimp&hys
articles of incorporation set forth a list of cimegtances in which this presumption may be refutethé person who has held since May 30,
1987 all of the attributes of beneficial ownersteferred to in Article 111(C)(2) reproduced belolfryou believe that some or all of your she
are entitled to ten votes, you may follow one of pvocedures. First, you may write a letter toGmenpany describing the reasons for your
belief. The letter should contain your name (uniass prefer to remain anonymous), the name of tbkdrsage firm, bank or other nominee
holding your shares, your account number with suahinee and the number of shares you have bengfioianed continuously since
May 30, 1987. Alternatively, you may ask your bmkeank or other nominee to write a letter to thmrpany on your behalf stating your
account number and indicating the number of shiigsyou have beneficially owned continuously siny 30, 1987. In either case, your
letter should indicate how you wish to have youwarsk voted.

Other.The Company will consider all letters received ptmthe date of the Annual Meeting and, when arreaddress is provided in t
letter, will advise the party furnishing such letté its decision, although in many cases the Compeill not have time to inform an owner or
nominee of its decision prior to the time the shane voted. In limited circumstances, the Compaay require additional information befc
a determination will be made. If you have any goestabout the Company’s voting procedures, pleaiéhe Company at (318) 388-9500.

Participants in Benefit Plans

Participants in the Company’s Employee S@eknership Plan, Dollars & Sense Plan, Union Retért Savings Plan, Union Group
Incentive Plan, or Security Systems Inc. 401(knRiave received voting instruction cards in lieagfroxy card. For additional information,
please refer to the materials supplied by thegrust the plans in which you participate.

* k k k

Excerpts from the Company’s Articles of Incorporation
Paragraph C of Article Ill of the Compangidicles of incorporation provides as follows:

(1) Each share of Common Stock . . . whiah been beneficially owned continuously by the spereon since May 30, 1987 will entitle
such person to ten votes with respect to such sitaeach matter properly submitted to the sharehsldf the Corporation for their vote,
consent, waiver, release or other action . . .

(2) (a) For purposes of this paragraph C, a chamdpeneficial ownership of a share of the Corfionss stock will be deemed to have
occurred whenever a change occurs in any persgroap of persons who, directly or indirectly, thgbuany contract, arrangement,
understanding, relationship or otherwise has oresh@) voting power, which includes the power tiey or to direct the voting of such
share; (ii) investment power, which includes thevpoto direct the sale or other disposition of sslare; (iii) the right to receive or
retain the proceeds of any sale or other dispasifcsuch share; or (iv) the right to receive dsttions, including cash dividends, in
respect to such sha

(b) In the absence of proof to the contrary proglidteaccordance with the procedures referred gubpparagraph (4) of this
paragraph C, a change in beneficial ownershipheilleemed to have occurred whenever a share @&fistransferred of record into t
name of any other persc

(c) In the case of a share of Common Stock . ld téerecord in the name of a corporation, genpaatnership, limited partnership,
voting trustee, bank, trust company, broker, nomioeclearing agency, or in any other name excepatiaral person, if it has not been
established pursuant to the procedures referradsobparagraph (4) that such share was benefic@alhed continuously since May 30,
1987 by the person who possesses all of the attstaf beneficial ownership referred to in claugethrough (iv) of subparagraph (2)
of this paragraph C with respect to such shareoofii@on Stock . . . then such share of Common Stockvill carry with it only one
vote regardless of when record ownership of suahestvas acquiret

(d) In the case of a share of stock held of reaottie name of any person as trustee, agent, guaadicustodian under the



Uniform Gifts to Minors Act, the Uniform Transfets Minors Act or any comparable statute as in ¢ffie@ny state, a change in
beneficial ownership will be deemed to have ocaimwbenever there is a change in the beneficiaguoh trust, the principal of such
agent, the ward of such guardian or the minor foonv such custodian is actir

(3) Notwithstanding anything in this parggraC to the contrary, no change in beneficial owhigrwill be deemed to have occurred
solely as a result of:

(a) any event that occurred prior to May 30, 198&luding contracts providing for options, rightsfiost refusal and similar
arrangements, in existence on such date to whighalder of shares of stock is a pa

(b) any transfer of any interest in shares of sfuaisuant to a bequest or inheritance, by operatidaw upon the death of any
individual, or by any other transfer without vallebonsideration, including a gift that is madeyood faith and not for the purpose of
circumventing this paragraph

(c) any change in the beneficiary of any trustamy distribution of a share of stock from trust,rbgison of the birth, death,
marriage or divorce of any natural person, the dof any natural person prior to age 18 or thesage of a given period of time or
the attainment by any natural person of a specédigl or the creation or termination of any guarstigp or custodian arrangement;

(d) any appointment of a successor trustee, agaatdian or custodian with respect to a shareoaikst

(4) For purposes of this paragraph C, akdhainations concerning changes in beneficial ostmgr or the absence of any such change,
will be made by the Corporation. Written proceduttesigned to facilitate such determinations wilelstablished by the Corporation and
refined from time to time. Such procedures willyad®, among other things, the manner of proof ofsahat will be accepted and the
frequency with which such proof may be requiretdéaenewed. The Corporation and any transfer agilirtie entitled to rely on all
information concerning beneficial ownership of arghof stock coming to their attention from anyrsewand in any manner reasonably
deemed by them to be reliable, but neither the @attjipn nor any transfer agent will be charged \aitly other knowledge concerning the
beneficial ownership of a share of stock.

(5) Each share of Common Stock acquirecelgon of any stock split or dividend will be deerteetiave been beneficially owned by the
same person continuously from the same date asnhahich beneficial ownership of the share of Camrtock, with respect to which such
share of Common Stock was distributed, was acquired

* % % %

(8) Shares of Common Stock held by the Catipan’s employee benefit plans will be deemedédbneficially owned by such plans
regardless of how such shares are allocated toted\by participants, until the shares are actudiitributed to participants.

* k k k
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CenturyTdl, Inc.
100 CenturyTél Drive
Monroe, Louisiana 71203
(318) 388-9500

Proxy Statement

March 27, 2002

This proxy statement is furnished in aaetion with the solicitation of proxies on behdlftioe Board of Directors (the “Board”) of
CenturyTel, Inc. (the “Company”) for use at its amhmeeting of shareholders to be held at the &inteplace set forth in the accompanying
notice, and at any adjournments thereof (the “Meg}i This proxy statement is first being mailed to shatders of the Company on or ab
April 2, 2002.

As of March 20, 2002, the record datedetermining shareholders entitled to notice of tndote at the Meeting (the “Record Date”),
the Company had outstanding 141,314,785 sharesnofon stock (the “Common Shares”) and 319,000 shafr8eries L preferred stock
that vote together with the Common Shares as desohass on all matters (“Preferred Shares” antliectively with the Common Shares,
“Voting Shares”). The Company’s Restated Articlésnaorporation (the “Articles”) generally providbat holders of Common Shares that
have been beneficially owned continuously since 8@y1987 are entitled to cast ten votes per skalgect to compliance with certain
procedures. Article Il of the Articles and the wat procedures adopted thereunder contain severaispns governing the voting power of
Common Shares, including a presumption that eachn@n Share held by nominees or by any holder dttzar a natural person or estate
entitles such holder to one vote, unless the hdltEeof furnishes the Company with proof to thetrary. Applying the presumptions
described in Article Ill, the Company’s recordsitate that 232,699,092 votes are entitled to beatdbe Meeting, of which 232,380,092
(99.9%) are attributable to the Common Sharespéitentages of voting power set forth in this pretgtement have been calculated bast
such number of votes.

If you are a participant in the Compankigomatic Dividend Reinvestment and Stock Purcl@&swice or the Company’s Employee
Stock Purchase Plans, the Company’s proxy cardrs®lares credited to your account under each atawell as shares registered in your
name. You should not, however, use the proxy cakste any shares held for you in the Company’s leyge Stock Ownership Plan,
Dollars & Sense Plan, Union Retirement Savings Rlbmion Group Incentive Plan, or Security Systems #01(k) Plan. Instead, participants
in these plans will receive from the plan trusteggarate voting instruction cards covering theseesh These voting instruction cards should
be completed and returned in the manner providédernstructions that accompany such cards.

The Company will pay all expenses ofatifig proxies for the Meeting. Proxies may be atéid personally, by mail, by telephone or
by facsimile by the Company’s directors, officersl@mployees, who will not be additionally compéedaherefor. The Company will

-1-




Table of Contents

also request persons holding Voting Shares in tiaines for others, such as brokers, banks and imtieinees, to forward proxy materials to
their principals and request authority for the eximn of proxies, for which the Company will reinmse them for expenses incurred in
connection therewith. The Company has retainedsfree M&A Incorporated, New York, New York, to agtsin the solicitation of proxies,
for which it will be paid a fee of $5,000 and whké reimbursed for certain out-of-pocket expenses.

ELECTION OF DIRECTORS
(Item 1 on Proxy or Voting Instruction Card)

The Articles authorize a board of direstof 14 members divided into three classes. Membgthe respective classes hold office for
staggered terms of three years, with one classeelext each annual shareholders’ meeting. FivesClaBrectors will be elected at the
Meeting. Unless authority is withheld, all votesiatitable to the shares represented by each delguted and delivered proxy will be cast
the election of each of the five below-named nom&meach of whom has been recommended for eldnfitiee Board’s Nominating
Committee. Because no shareholder has timely ndedreny individuals to stand for election at theelifieg in accordance with the
Company'’s advance notification bylaw (which is désed generally below under the heading “Other Btatt—Shareholder Nominations a
Proposals”), the five below-named nominees wiltheeonly individuals that may be elected at the fihge If for any reason any such
nominee should decline or become unable to staneléation as a director, which is not anticipateates will be cast instead for another
candidate designated by the Board, without resmlgciproxies.

The following provides certain informatiwith respect to each proposed nominee and e&eh director whose term will continue a
the Meeting, including his or her beneficial owrgpsof Common Shares determined in accordance Ruitl 13d-3 of the Securities and
Exchange Commission (“SEC”). Unless otherwise iatid, (i) all information is as of the Record D4i#,each person has been engaged in
the principal occupation shown for more than thet fise years and (jii) shares beneficially owneel laeld with sole voting and investment
power. Unless otherwise indicated, none of thegrexy:iamed below beneficially owns more than 1%efautstanding Common Shares or is
entitled to cast more than 1% of the total votiogvpr.

-2-
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Class Il Directors (for term expiring in 2005):

Virginia Boulet, age 48; a director since January 1995; PresidehChief Operating Officer df
Minorities.com, Inc., an on-line recruiting compaayd Special Counsel at Adams and Reese
LLP, a law firm, since March 15, 2002; Partner, Ipedunbar, L.L.P., a law firm, for over

10 years prior to such date.

Committee Memberships: Audit; Shareholder Relations; Nominating (Chairman)

Shares Beneficially Owneds,328%)

Ernest Butler, Jr., age 73; a director since 1971; Chairman, Presieata director of I. E. Butler
Securities, Inc., an investment banking firm, sirebruary 1998; for over 30 years prior to such
time, Mr. Butler served as an executive office6Gtéphens Inc., an investment banking firm.
Committee Memberships: Audit; Compensation (Chairman); Shareholder Retetio

Shares Beneficially Owned100

James B. Gardner, age 67; a director since 1981; Senior Managingdboreof the capital markets
division of Service Asset Management Company, arfamal services firm, since November 2001;
Managing Director of such division for over sevarass prior to such date; a director of Ennis
Business Forms, Inc.

Committee Memberships: Executive; Audit; Compensation

Shares Beneficially Owned3,500
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R. L. Hargrove, Jr., age 70; a director since 1985; retired as an exexcafficer of the Company in
1987 after 12 years of service as an officer.

Committee Memberships: Executive; Audit; Shareholder Relations (Chairman)

Shares Beneficially Owned66,009

Johnny Hebert, age 73; a director since 1968; President of famniyred electrical contracting
businesses.
Committee Memberships: Insurance Evaluation; Shareholder Relations

Shares Beneficially Owned12,396(

The Board unanimously recommends a vote FOR each of these proposed nominees.

Class IIl Directors (term expires in 2003):

Calvin Czeschin, age 66; a director since 1975; President and Ehietutive Officer of Yelcot
Telephone Company and Ultimate Auto Group.
Committee Memberships: Executive; Audit (Chairman); Shareholder Relations

Shares Beneficially Owned350,869)

F. Earl Hogan, age 80; a director since 1968; retired as mangganter of EDJ Farms
Partnership, a farming enterprise, in December 1997

Committee Memberships: Executive; Audit; Compensation

Shares Beneficially Owned36,826
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Harvey P. Perry, age 57; a director since 1990; Executive Vice Errgiand Chief Administrative
Officer of the Company since May 1999; Senior lresident of the Company from 1985 to May
1999; General Counsel and Secretary of the Comgpiaieg 1984 and 1986, respectively. Mr. Perry
is the son-in-law of Clarke M. Williams.

Committee Membership: Executive

Shares Beneficially Owned321,058%)-()

Jim D. Reppond, age 60; a director since 1986; retired from the @amy in 1996 after serving as
President — Telephone Group of the Company (omapesable predecessor position) for several
years.

Committee Memberships: Executive; Insurance Evaluation

Shares Beneficially Owned63,920

William R. Boles, Jr., age 45; a director since 1992; an executive offidieector and practicing
attorney with The Boles Law Firm.

Committee Memberships: Insurance Evaluation (Chairman)

Shares Beneficially Owned4,892

W. Bruce Hanks, age 47; a director since 1992; Athletic Directothad University of Louisiana at
Monroe since March 2001; Vice President — Stratéggaes of the Company from May 1999 to
March 2001; Executive Vice President — Chief OpgampOfficer of the Company from October
1998 to May 1999; Senior Vice President — Corpobxgelopment and Strategy of the Company
from October 1996 to October 1998.

Committee Membership: Insurance Evaluation

Shares Beneficially Owned311,708°)
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C. G. Méelvillg, Jr., age 61; a director since 1968; private investoresitf92; retired executive
officer of an equipment distributor.

Committee Memberships: Audit; Insurance Evaluation; Nominating

Shares Beneficially Owned16,531

Glen F. Post, 11, age 49; a director since 1985; Vice Chairman otbard, President and Chief
Executive Officer of the Company.
Committee Membership: Executive

Shares Beneficially Owned1,200,752°)

Clarke M. Williams, age 80; a director since 1968; Chairman of the @o&athe Company.

Mr. Williams, who is the father-in-law of Harvey Perry, founded the Company’s telephone
business in 1946.

Committee Membership: Executive (Chairman)

Shares Beneficially Owned1,136,434°)

(1 Includes 1,272 shares held by Ms. Boulet as custoftir the benefit of her children and 450 shawesenl by Ms. Boulet's spouse, as to
which she disclaims beneficial ownerst

@ Includes 1,742 shares owned by Mr. Hebert’'s wigetoawhich he disclaims beneficial ownership.

(3) Constitutes 0.2% of the outstanding Common Shard<atitles Mr. Czeschin to cast 1.5% of the tatding power; includes
11,997 shares owned by Mr. Czes('s wife, as to which he disclaims beneficial owngrs

@ Includes 2,797 shares held as custodian for theftvei Mr. Perry’s children.

(5) Includes (i) shares of time-vested and performdrased restricted stock issued to the below-nanredtdis under the Company’s
incentive compensation plans (“Restricted Stockii)h respect to which such individuals have soléngpower but no investment
power; (ii) shares (“Option Sharedfat such individuals have the right to acquir@iptd May 31, 2002 pursuant to options granted t
the Company’s incentive compensation plans; aidsfiares (collectively, “Plan Shares”) allocatedtich individual's accounts under
the Compan’s Employee Stock Ownership Pl¢*ESOF’) and Dollars & Sense Pla“401(k) Pla’), as follows:

Name Restricted Stock Option Shares Plan Shares
Harvey P. Perr 5,35¢€ 235,52! 39,47
W. Bruce Hank: — 249,98 —
Glen F. Post, Il 17,92¢ 970,98¢ 77,54
Clarke M. Williams 18,10¢ 1,021,61: 17,27

Participants in the 401(k) Plan who have attainegehrs of age have investment power with respeall shares held in their 401(k)
Plan account, and participants in the ESOP who htaéed 55 years of age and 10 years of partioipan the plan have investment
power with respect to a portion of the shares rettleir ESOP account
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Meetings and Certain Committees of the Board

During 2001 the Board held four regulagatings and eight special meetings. Each of tleetdirs attended at least 75% of the Board
meetings held during 2001, except Clarke M. Williawho attended 67% of the Board meetings.

The Board’s Executive Committee, whicht mece during 2001, is authorized to exercisehalgowers of the Board to the extent
permitted by law.

The Board’s Audit Committee held four riiegs during 2001. The Audit Committee’s functiare described further below. The Audit
Committee’s review subcommittee, which is authdtim®review the Compang’quarterly earnings prior to their public releasef four time
during 2001.

The Board’s Nominating Committee, whichtriwice during 2001, is responsible for recommegdo the Board both a proposed slate
of nominees for election as directors and the iddials proposed for appointment as officers. Argreholder who wishes to make a
nomination for the election of directors in 2003ghdo so in compliance with the procedures sehfiorthe Company’s advance notification
bylaw, which is discussed below under the headdtpér Matters — Shareholder Nominations and Prdpdsa

The Board’'s Compensation Committee heid fneetings during 2001. The Compensation Comeitteinctions are described further
below.

Director Compensation

Each director who is not an employeehef€ompany (an “outside director”) is paid an ahfem of $28,000 plus $1,500 for attending
each regular Board meeting, $2,000 for attendirdy special Board meeting and $1,000 for attendauip eneeting of a Board committee.
Each outside director who chairs a Board commitesibcommittee is paid an additional $4,000 par.yEhe Company permits each outs
director to defer receipt of all or a portion o lair her fees. Amounts so deferred earn interestléq the six-month Treasury bill rate. Each
director is also reimbursed for expenses incumeattending meetings.

Under the Company’s Outside DirectorstilRenent Plan, outside directors who have complétedyears of Board service are entitled
to receive, upon normal retirement at age 70, nipmiityments that on a per annum basis (i) equadliteetor’s annual rate of compensation
for Board service at retirement plus the fee payétnl attending one special Board meeting andhéi)e accrued based on years of service as
an outside director. Outside directors who havepletad ten years of service can also receive thagments upon early retirement at age 65,
subject to certain benefit reductions. In addititnis plan provides certain disability and preegtient death benefits. The Company has
established a trust to fund its obligations unter plan, but participants’ rights to these trusgeds are no greater than the rights of unsecurec
creditors. Outside directors whose service is teateid in connection with a change in control of@enpany are entitled to receive a cash
payment equal to the present value of their vestaa benefits, determined in accordance with a@bassumptions specified in the plan.
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If the shareholders adopt the Compan@@22Directors Stock Option Plan at the MeetingtH® Outside Directors’ Retirement Plan
will be frozen to limit participation in the plaolgly to Ms. Boulet and Messrs. Butler, Gardnendiave, Hebert, Czeschin, Hogan,
Reppond, Boles, Hanks and Melville and to limiufiet benefit payments to those accrued through M&p@2 and (ii) all outside directors
will begin receiving annual stock option grants.

During 2001, Jim D. Reppond received cdtingy fees of $26,727 under a tgaar agreement that the Company entered into virithirk
connection with his retirement in 1996.

Corporate Governance Standards

During 2001, the Company conducted a acefmmnsive review of its Board policies and goveoeastandards. As a result of this revi
the Board has modified and supplemented its paliaied standards, primarily to ensure that a mgjofithe Company’s directors are
independent. The Board’s corporate governance atdadre:

1. The Board believes that a majoritytefdirectors should be independent, as measuréasaga objective
standard of independenc

2. For determining independence, the Bagglies the standards of independence recommdrydibek
California Public Employe¢ Retirement System as of October 31, 2(

3. The Board has adopted a policy thahipits, subject to limited exceptions, a direct@mi standing for
election after the age of 7

4. Excepting Clarke M. Williams, the Compgas founder and Chairman, the Company generally\edi¢ha
no more than two management directors should semntke Board

5. A director is expected to tender hisi@r resignation upon any significant change ingtattus or
responsibilities. In its discretion, the Board wiétermine whether to accept the resignai

6. As a general rule, the Company shouldengige in significant financial transactions veitty director

7. The Audit, Nominating, Compensation &féreholder Relations Committees will be appoibtethe
Board and comprised entirely of independent dimsctbhe Audit Committee will periodically meet paiely with
the Compan’s internal auditors and independent audit

8. As a general rule, each director shbwold no more than two other directorships of uhaftéd publicly
held corporations

9. The Company will endeavor to periodicalpdate directors on industry, technological aegulatory
developments, and to provide adequate informatinohtining to support directors in understandhng t
Companys business and matters to be acted upon at bodrcbammittee meetings. Any director may request
an item be included on agendas for meetings. TtaedBalso periodically reviews lo-range strategic issue
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The Company believes that it has alreadyle measurable progress toward implementatidmesktstandards, which the Board plar
review annually. Due to the extensive nature ofGbenpany’s undertaking, however, the Company espbeit full implementation will be
required to be phased in over time.

PROPOSAL TO APPROVE THE CENTURYTEL, INC.
2002 DIRECTORS STOCK OPTION PLAN
(Item 2 on Proxy or Voting Instruction Card)

General

The CenturyTel, Inc. 2002 Directors St@yition Plan (the “Director Plan”) has been apptblig the Board, subject to the approval by
the shareholders at the Meeting. The Board belithegshe Director Plan promotes the interesthief@ompany and its shareholders by
strengthening its ability to attract, motivate aathin directors of experience and ability, ancehgouraging the highest level of performance
by providing directors with a proprietary inter@sthe financial success and growth of the Comp#rhe Director Plan is adopted, benefits
under the Company’s Outside Directors Retiremean Rlill be frozen in the manner discussed aboveutieection of Directors —Pirector
Compensation.” If the Director Plan is not approtgdhe shareholders at the Meeting, the optionpgsed to be granted under the Director
Plan will not be granted and the Outside DirecResirement Plan will remain in effect. The priméegtures of the Director Plan are
summarized below. This summary is qualified ireitsirety, however, by reference to the DirectomPlghich is attached to this Proxy
Statement adppendix A.

Terms of the Director Plan

Administration. The Compensation Committee of the Board (the “Cotteil) administers the Director Plan and has aitthto
interpret the Director Plan, to prescribe, amendirascind rules relating to the Director Plan andheke any other determinations necessary
for the administration of the Director Plan.

Eligibility and Grants. Only non-employee directors of the Company arel#dégo participate in the Director Plan. Currentlyt non-
employee directors will be eligible to participalethe Director Plan is approved by the sharehwsideach participant will receive an
automatic grant of a non-qualified option (an “@pti) to purchase up to 6,000 Common Shares onagdallowing each annual meeting of
the shareholders, beginning May 10, 2002. If a employee director is added to the Board other tyaelection at an annual meeting, the
director will receive an Option to purchaspra ratanumber of Common Shares based upon the numbell chfendar months between the
date of grant and the next annual meeting. Subjextrtain adjustment provisions described belbe,aggregate number of Common Shares
that may be issued upon the exercise of Optionsmih@ Director Plan is 400,000. Any Common Shauggect to an Option that are not
issued because the Option is forfeited or canceliichgain be available for grant under the DimedPlan. Also, if Common Shares are
delivered in payment of the exercise price of ati@p only the number of Common Shares issued fhisteonumber of Common Shares
delivered will be counted against the maximum numdbehares issuable through the Plan.
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Vesting and Exercise Periods. The Options granted pursuant to the Director Pléihbecome exercisable beginning one year after the
date of grant, unless exercisability is accelerateie Committee’s discretion. If a non-employ@ector ceases to serve on the Board as a
result of the Company’s retirement policy for diggs, exercisable Options held by that directot @ohtinue to be exercisable for the
remaining term of the Options. If a non-employeector ceases to serve on the Board for any o#fzson, exercisable Options must be
exercised within two years from the date of terrtioraof Board service. Options that have not becemezcisable at the time of termination
of Board service are forfeited. The Options expéreyears after the date of grant.

Change of Contral. In the event of a change of control of the Compasydefined in the Director Plan, all Options Wwicome fully
vested and exercisable, and the Committee will hla@euthority to take a variety of actions regagdbutstanding Options. Within certain
time periods, the Committee may (i) require thabatstanding Options remain exercisable only féméted time, after which time all such
Options will terminate, (ii) require the surrendeithe Company of some or all outstanding Optionexchange for a stock or cash payment
for each Option equal in value to the change ofrobralue of a Share, calculated as describetlerirector Plan, over the exercise price,
(iii) make any equitable adjustments to outstanddmgions as the Committee deems necessary totréilechange of control or (iv) provide
that an Option will become an option to purchaserthmber and class of securities or other progenyhich the participant would have been
entitled in connection with the change of contfahe participant had been a shareholder.

Exercise Price. The exercise price will be the closing sale prita @ommon Share on the date of grant. Exceptdurséments
permitted in the Director Plan to protect againkttabn, unless approved by the shareholders tleeoise price of an outstanding Option may
not be decreased after grant, nor may an Optidrhtean exercise price that is less than thedhaent fair market value of a Common
Share be surrendered to the Company as considefatithe grant of a new Option with a lower exsecprice or a payment of cash or
Common Shares.

The exercise price may be paid:

in cash

by check

by delivery of Common Shares, subject to certamtétions

through &"cashles” exercise arrangement with a broker approved bytimapany, o

in any other manner as may be authorized from tortene by the Committec
On March 25, 2002, the closing sale poice Common Share, as reported on the New Yor&kIExchange, was $33.55.
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Transferability of Options. Under the Director Plan, directors may not trangftrdge, assign or otherwise encumber their ogption
except:

e by will
» by the laws of descent and distribution

« if permitted by the Committee and so providethe director’s stock option agreement, purstiuat
domestic relations order or to immediate family rbens or to a partnership, limited liability compaory
trust for which the sole owners, members or berafes are the director or immediate family memb

Adjustment. In the event of any recapitalization, reclassifmat stock dividend, stock split, combination o&sts or other change in t
Common Shares, all limitations on numbers of Comi@bares provided in the Director Plan and the nurab€ommon Shares subject to
Options will be adjusted in proportion to the chaig outstanding Common Shares. The Committeermakke any other adjustments that it
determines to be equitable, including adjustmemthé exercise price so that participants will htheesame relative rights before and after
these adjustments.

Amendments to the Director Plan. The Board may amend or discontinue the Directon Btaany time. However, the shareholders must
approve any amendment that would:

» materially increase the benefits accruing to pigdicts under the Director Pl

* increase the number of Common Shares that maysbedsunder the Director PI

» materially expand the classes of persons eligblgatticipate in the Director Plan,
» authorize the Company to reprice outstanding Opti

No amendment or discontinuance of the®ar Plan may materially impair any previouslyrgeal Option without the consent of the
recipient.

Federal Tax Consequences. Under existing federal income tax provisions, a-eamployee director who receives Options under the
Director Plan will not recognize any income, noliwlie Company be entitled to any tax deductiorthiyear the Option is granted. When an
Option is exercised, (i) the non-employee direatdrrealize ordinary income in an amount equathe excess of the aggregate fair market
value of the Common Shares acquired on the exedeiteeover the aggregate purchase price paid &r 8oammon Shares and (i) the
Company will be entitled to a tax deduction in amoaint equal to the income realized by the non-egpgaairector.

If the exercise price of a non-qualifegation is paid by the surrender of previously ow@immon Shares, the basis and the holding
period of the previously-owned Common Shares vaithg over to the Common Shares received in exchforgbe previously-owned
Common Shares. The compensation income recognizedearcise of these Options will be added to theishaf the Common Shares
received.
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Awards to be Granted

If the shareholders approve the DirePlan at the Meeting, non-qualified stock option# aé granted under the Director Plan on
May 10, 2002, to the persons named and in the ate@ehforth below.

Name Number of Options
William R. Boles, Jr. 4,00
Virginia Boulet® 4,00(
Ernest Butler, JiY) 4,00(
Calvin Czeschir 4,00
James B. Gardnéb 4,00(
W. Bruce Hank: 4,00(
R.L. Hargrove, Jib) 4,00(
Johnny Heberd) 4,00(
F. Earl Hogar 4,00(
C.G. Melville, Jr. 4,00(
Jim D. Reppont 4,00(
All non-employee directors as a gro 44,00(

(1) The referenced grant of Options is contingent upendirector’s re-election at the Meeting.

In addition, while the Director Plan is ifiext and to the extent that Common Shares remaditedole for issuance thereunder, non-
employee directors will continue to receive Optibtmpurchase up to 6,000 Common Shares under tlieetdr Plan (with the actual number
to be determined by the Committee) following eachual meeting of shareholders and upon joiningBthard if other than by election at an
annual meeting of shareholders.

Equity Compensation Plan Information

The following table provides informatiabout Common Shares that may be issued upon theigxef options, warrants and rights
under all of the Company’s existing equity compéioseplans as of February 25, 2002.

c. Number of Securities
Remaining Available for

a. Number of Securities Future Issuance Under
to be Issued upon b. Weighted-Average Plan (Excludg
Exercise of Outstanding Exercise Price of Securit&eReflected in
Plan Category Options Outstanding Options Column (a))
Incentive compensation plans L
approved by shareholde 7,740,79i $23.6¢ 555,05(( )
Employee Stock Purchase Plan ) )
approved by shareholde @ @ 4,956,101
Incentive compensation plans not
approved by shareholde 0 0 0
TOTAL 5,511,15I

1) If the CenturyTel, Inc. 2002 Management Incentiverpensation Plan discussed below is approved aMi&®ting, shares will no longer
be available for future issuance under these p

2 Not readily determinable
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Vote Required

Approval of the Director Plan requires #ffirmative vote of the holders of at least aariy of the voting power present or represel
by proxy at the Meeting.

The Board unanimously recommends that the shareholders vote FOR the proposal to approve the Director Plan.

PROPOSAL TO APPROVE THE CENTURYTEL, INC.
2002 MANAGEMENT INCENTIVE COMPENSATION PLAN
(Item 3 on Proxy or Voting Instruction Card)

General

The Board believes that the growth of@lmnpany depends upon the efforts of its officeid lkey employees and that the CenturyTel,
Inc. 2002 Management Incentive Compensation Pla“{lanagement Plan”) will provide an effective meaf attracting and retaining
qualified key personnel while enhancing their Idegn focus on maximizing shareholder value. The &¢@ment Plan has been adopted by
the Board of Directors, subject to approval byghareholders at the Meeting. The primary featuféiseoManagement Plan are summarized
below. This summary is qualified in its entiretpwever, by reference to the Management Plan, wikiettached to this Proxy Statement as
Appendix B

Purpose of the Proposal

The Board of Directors believes that long members of management and key personnelanittoprietary interest in the growth and
performance of the Company is crucial to stimuaiimdividual performance while at the same timeagming shareholder value. As a result
of stock option grants to officers and key empl@ymeearly 2002, less than 555,050 Common Shamsaineavailable for grants under the
Company'’s 2000 Incentive Compensation Plan. Thedbalieves that adoption of the new Management Blaecessary to provide the
Company with the continued ability to attract, retand motivate key personnel in a manner thaedtob the interests of shareholders.

Terms of the Management Plan

Administration of the Management Plan. The Committee administers the Management Plan aadthority to make awards under
plan, to set the terms of the awards, to interfreplan, to establish any rules or regulationatire to the plan that it determines to be
appropriate and to make any other determinationithelieves necessary or advisable for the prageministration of the plan. Subject to the
limitations specified in the Management Plan, tleen@ittee may delegate its authority to appropneesonnel of the Company.

Eligibility. Officers and key employees of the Company (inclgdifficers who are also directors of the Companif)lve eligible to
receive awards (“Incentives”) under the Managen®aim when designated as plan participants. The @oynpurrently has approximately 55
officers and 425 key employees eligible to recéngentives under the Management Plan. Over thequagtle of years the Company has
granted awards to all of its officers and its keypéoyees under its predecessor incentive compemspkans. The Management Plan
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also permits consultants and advisers to receiseniiives, although neither the Company nor the Cittenhas any current intention of
awarding Incentives to consultants or adviserseiitives under the Management Plan may be grantaalyimne or a combination of the
following forms:

incentive stock options under Section 422 of therlmal Revenue Code (t“Code”)

nor-qualified stock option

restricted stock, an

other stoc-based award:

Shares | ssuable through the Management Plan. Subject to certain adjustment provisions descrlimddw, a total of 4.5 million
Common Shares are authorized to be issued undétahagement Plan, representing approximately 3.R#ecoutstanding Common Shar
There are currently options to acquire approxinyafef million Common Shares outstanding under tbm@any’s predecessor incentive
compensation plans. See “Proposal to Approve tmeu@grel, Inc. 2002 Directors Stock Option Plan -guiey Compensation Plan
Information.” If the Management Plan is approvedioy shareholders at the Meeting, no additionaitiges will be granted under the
Company’s predecessor incentive compensation pamddarch 25, 2002, the closing sale price of a @am Share, as reported on the New
York Stock Exchange, was $33.55.

Limitations and Adjustmentsto Shares | ssuable through the Management Plan. Incentives relating to no more than 600,000 Common
Shares may be granted to a single participant écatendar year. No more than 500,000 Common Shaagde issued as restricted stock or
other stock-based awards.

For purposes of determining the maximwmber of Common Shares available for delivery unideManagement Plan, Common
Shares that are not delivered because the Incestfeefeited, canceled or settled in cash andeshtrat are withheld to satisfy participants’
applicable tax withholding obligations will not deemed to have been delivered under the ManagdpemtAlso, if the exercise price of ¢
stock option granted under the Management Plaatisfied by tendering Common Shares, only the nurobshares issued net of the shares
tendered will be deemed delivered for purposestérthining the maximum number of Common Sharedahlaifor delivery under the
Management Plan. No more than 4.5 million shareselver, may be delivered upon exercise of stoclonptintended to qualify as incentive
stock options under Section 422 of the Code. Shaitbbeld to cover taxes or shares delivered impayt of the exercise price will not be
credited against the 4.5 million share limit applite to incentive stock options. In addition, i tthelivery of any shares earned under an
Incentive is deferred for any reason, any addilishares attributable to dividends during the defgveriod will be disregarded for purposes
of counting the maximum number of Common Sharesrtzy be issued.

Proportionate adjustments will be madaltof the share limitations provided in the Maaamgnt Plan, including shares subject to
outstanding Incentives, in the event of any reedipition, reclassification, stock dividend, staghit, combination of shares or other change
in the Common Shares, and the terms of any Incemtill be adjusted to the extent

-14-




Table of Contents
appropriate to provide participants with the sapiative rights before and after the occurrencengfsuch event.

Amendments to the Management Plan. The Board may amend or discontinue the Managemniantd® any time. However, the
shareholders must approve any amendment that would:

materially increase the benefits accruing to pgdicts under the Management P

increase the number of Common Shares that maysbedsunder the Management F

materially expand the classes of persons eligibfgatticipate in the Management Plan

authorize the Company to reprice outstanding opti

No amendment or discontinuance of the &g@ment Plan may materially impair any previousgnted Incentive without the consent
of the recipient.

Types of Incentives. The types of Incentives that may be granted urtdeManagement Plan are described below:

Stock OptionsThe Committee may grant non-qualified stock optiongicentive stock options to purchase Common &harhe
Committee will determine the number and exerciseepuf the options, and the time or times thataptons become exercisable, provided
that the option exercise price may not be less tharfiair market value of the Common Shares ord#iie of grant. The term of an option will
also be determined by the Committee, providedttimterm may not exceed 10 years. The Committeeavegierate the exercisability of any
stock option at any time. The Committee may algoraye the purchase by the Company of an unexersisett option from the optionee by
mutual agreement for the difference between theceseeprice and the fair market value of the shaoe®red by the option. Except for
adjustments permitted in the Management Plan ttepragainst dilution, unless approved by the staders the exercise price of an
outstanding option may not be decreased after gnantmay an option that has an exercise priceishass than the then current fair market
value of a Common Share be surrendered to the Qogmconsideration for the payment of cash or Com8hares or the grant of a new
option with a lower exercise price or any otherstitibte award.

The option exercise price may be paid:

in cash

by check

by delivery of Common Shares, subject to certamtétions

through &“cashles” exercise arrangement with a broker approved bytrmapany, o

in any other manner authorized by the Commi

Incentive stock options will be subjezicertain additional requirements necessary inrdalgualify as incentive stock options under
Section 422 of the Code.
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Restricted StockCommon Shares may be granted by the Committee étigihle employee and made subject to restrictmmsale,
pledge or other transfer by the employee for aageperiod (the “Restricted Period”). Except foasds of restricted stock that vest based on
the attainment of performance goals, the Restriribd must be a minimum of three years with im@etal vesting of portions of the award
over the three-year period permitted. If vestinghef shares is subject to the attainment of sgetferformance goals, a minimum Restricted
Period of one year with incremental vesting is\aéid. All shares of restricted stock will be subjecsuch restrictions as the Committee may
provide in an agreement with the participant, idatg provisions obligating the participant to fatfer resell the shares to the Company in the
event of termination of employment or if specifigefformance goals or targets are not met. Sulpetbiet restrictions provided in the
agreement and the Management Plan, a participeaitvieg restricted stock will have all of the righdf a shareholder as to such shares.

Other Stock-Based Awardehe Management Plan also authorizes the Commitgeant participants awards of Common Shares and
other awards that are denominated in, payableaingd in whole or in part by reference to, or areeovise based on the value of, or the
appreciation in value of, Common Shares (“othetlstmased awards”). The Committee has discretiatetermine the participants to whom
other stock-based awards are to be made, the &itvelsich such awards are to be made, the sizecdf awards, the form of payment, and all
other conditions of such awards, including anyrietsbns, deferral periods or performance requiretseOther stockased awards are subj
to the same minimum vesting requirements descrébede for restricted stock, except that the Conemithay make special grants of other
stock-based awards with respect to an aggregatp tof 225,000 Common Shares (subject to adjustasepérmitted in the Management
Plan) that do not meet the minimum vesting requéets.

Performance-Based Compensation under Section 162(m). Stock options granted in accordance with the teshitke Management Plan
will qualify as performance-based compensation uadetion 162(m) (as described and defined beloseutExecutive Compensation and
Related Information — Report of Compensation CornteniRegarding Executive Compensation”). Grantsgfrastricted stock or other
stock-based awards that the Company intends tdfgjasl performancdased compensation under Section 162(m) must be mdgject to tr
achievement of pre-established performance gohls.pfe-established performance goals will be baped any or a combination of the
following business criteria: earnings per shargjrreon assets, an economic value added measarehsider return, earnings, return on
equity, return on investment, cash provided by afieg activities, or increase in revenues, opegatavenues, cash flow or customers of the
Company, or one or more operating divisions or ilidses. For any performance period, the perforceagoals may be measured on an
absolute basis or relative to a group of peer conagaselected by the Committee, relative to integoals, or relative to levels attained in
prior years.

The Committee has authority to use défifiétargets from time to time under the performaymads provided in the Management Plan.
As a result, the regulations under Section 162éqlire that the material terms of the performaramdgbe reapproved by the shareholders
every five years. To qualify as performance-bassdpensation, grants of
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restricted stock and other stock-based awardseitlequired to satisfy the other applicable reeuiénets of Section 162(m).

Termination of Employment. If an employee participant ceases to be an emplof/#ee Company for any reason, including death, hi
outstanding Incentives may be exercised or willirexgt such time or times as may be determinedh&yCommittee and described in the
incentive agreement.

Change of Controal. In the event of a change of control of the Compasydefined in the Management Plan, all Incentividdbecome
fully vested and exercisable, all restrictionsioritiations on any Incentives will generally lapselaunless otherwise provided in the incen
agreement, all performance criteria and other ¢ relating to the payment of Incentives wilhgeally be deemed to be achieved or
waived. In addition to the foregoing, upon a chaofjeontrol the Committee will have the authoritytéke a variety of actions regarding
outstanding Incentives. Within certain time periatie Committee may (i) require that all outstagdincentives remain exercisable only for a
limited time, after which time all such Incentivegl terminate, (ii) require the surrender to therpany of some or all outstanding Incenti
in exchange for a stock or cash payment for eacéniive equal in value to the change of controligalf a Share, calculated as described in
the Management Plan, over the exercise pricenfidike any equitable adjustments to outstandingnthaes as the Committee deems
necessary to reflect the corporate change or (aige that an Incentive will become an option twghase the number and class of securities
or other property to which the participant wouldrd®een entitled in connection with the changeootiol if the participant had been a
shareholder.

Loansto Participants. In order to assist a participant in acquiring Comrtares, the Committee may authorize the Compgaloah
cash to the participant to cover the associatettiseeprice or the participant’s tax liability. Tterms of the loan will be determined by the
Committee. The participant may not borrow an amaueater than the aggregate purchase price ofdhen@@n Shares to be acquired
pursuant to the Incentive plus the maximum taxlitgtthat may be incurred in connection therewith.

Transferability of I ncentives. Under the Management Plan, participants may nosfea, pledge, assign or otherwise encumber their
Incentives except:

* by will

» by the laws of descent and distribut

» pursuant to a domestic relations ordet

* in the case of stock options only, to immesli@mily members or to a partnership, limited lidgpcompany
or trust for which the sole owners, members or fieiaeies are the participant or immediate familgmbers

if permitted by the Committee and if so providedhe participar's stock option agreemel

Payment of Withholding Taxes. The Company may withhold from any payments or sisskances under the Management Plan, or
collect as a condition of payment, any taxes reglby law to be withheld. Any participant may, Buhot required to, satisfy his or her
withholding tax obligation by electing to delivaircently owned Common Shares or have the Compathheld, from the shares the
participant would otherwise receive, Common Shares
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having a value equal to the minimum amount requiodoe withheld. This election must be made priathe date on which the amount of tax
to be withheld is determined and is subject toGbenmittee’s right of disapproval.

Federal Income Tax Consequences of Stock Options

Under existing federal income tax prosis, a participant who is granted a stock optiommadly will not realize any income, nor will
the Company normally receive any deduction for fabimcome tax purposes, in the year the optiayramted.

When a non-qualified stock option grarpedsuant to the Management Plan is exercisedyahteipant will realize ordinary income
measured by the difference between the aggregatbame price of the Common Shares acquired anagiipegate fair market value of the
Common Shares acquired on the exercise date amggcsto the limitations of Section 162(m) of thede, the Company will be entitled to a
deduction in the year the option is exercised etjuttie income realized by the participant.

An employee generally will not recogna®y income upon the exercise of any incentive stamtlon, but the excess of the fair market
value of the shares at the time of exercise ovepfition price will be an item of tax preferencéjet may, depending on particular factors
relating to the employee, subject the employe&éaatternative minimum tax imposed by Section 5thefCode. The alternative minimum
tax is imposed in addition to the federal indiviir@ome tax, and it is intended to ensure thaividdal taxpayers do not completely avoid
federal income tax by using preference items. Aplegree will recognize capital gain or loss in tlmecaunt of the difference between the
exercise price and the sale price on the salearamge of stock acquired pursuant to the exerdiaa incentive stock option, provided the
employee does not dispose of such stock withinyears from the date of grant and one year frontd#ie of exercise of the incentive stock
option (the “Holding Periods”). An employee dispagiof such shares before the expiration of the idglé@eriods will recognize ordinary
income generally equal to the difference betweeroftition price and the fair market value of thelston the date of exercise. The remaining
gain, if any, will be capital gain. The Companylwibt be entitled to a federal income tax deductiooonnection with the exercise of an
incentive stock option, except where the employispases of the Common Shares received upon exdreieee the expiration of the Holdil
Periods.

If the exercise price of a ngnalified option is paid by the surrender of prexsly owned shares, the basis and the Holding Pefitite
previously owned shares carries over to the sam#auof shares received in exchange for the prelyauwned shares. The compensation
income recognized on exercise of these optiondde@to the basis of the shares received. If thecesed option is an incentive stock option
and the shares surrendered were acquired throegtxgrcise of an incentive stock option and havéaen held for the applicable Holding
Period, the optionee will recognize income on sexthange, and the basis of the shares receivetevédual to the fair market value of the
shares surrendered. If the applicable Holding éldnies been met on the date of exercise, therdwvitio income recognition and the basis
the Holding Period of the previously owned sharékoarry over to the same number of shares receinexchange, and the remaining sh
will begin a new Holding Period and have a zerasas
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If, upon a change in control of the Compahe exercisability or vesting of an Incentigseaccelerated, any excess on the date of the
change in control of the fair market value of thares or cash issued under accelerated Incentweggtee purchase price of such shares, if
any, may be characterized as “parachute paymentisiif the meaning of Section 280G of the Codeh& sum of such amounts and any
other such contingent payments received by the @aplexceeds an amount equal to three times ttse ‘draount” for such employee. The
base amount generally is the average of the amongbensation of such employee for the five yeagsquing such change in ownership or
control. An “excess parachute payment”, with resp@@any employee, is the excess of the parachaytments to such person, in the
aggregate, over and above such person’s base anifainetamounts received by an employee upon agdhan control are characterized as
parachute payments, such employee will be suljegt20% excise tax on the excess parachute payandrthe Company will be denied any
deduction with respect to such excess parachuteaty

Equity Compensation Plan Information

Information about Common Shares that bejssued upon the exercise of options, warrardsights under all of the Company’s
existing equity compensation plans is provided ufiBeoposal to Approve the CenturyTel, Inc. 2002dotors Stock Option Plan — Equity
Compensation Plan Information.”

Vote Required

Approval of the Management Plan requihesaffirmative vote of the holders of at least@arity of the shares of voting power present
or represented by proxy at the Meeting.

The Board unanimously recommends that the shareholders vote FOR the proposal to approve the Management Plan.
VOTING SHARE OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

The following table sets forth informaticegarding ownership of the Company’s Common Shlaygi) each person known to the
Company to be the beneficial owner of more thand%e outstanding Common Shares and (ii) all ef@@mpany’s directors and executive
officers as a group. The table also sets forthlammformation for two of the executive officeisted in the Summary Compensation Tabl
forth elsewhere herein; similar information for kaxther executive officer listed in such tablenslided under the heading “Election of
Directors.” Unless otherwise indicated, all infotioa is presented as of
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the Record Date and all shares indicated as bésgfiowned are held with sole voting and investingower.

Amount and
Nature of
Beneficial Percent of Percent
Ownership of Outstanding of Voting
Beneficial Owner Common Shares?) Common Shares!) Power ()
Principal Shareholders
Regions Morgan Keegan Trust, as Trustee 8,078,46'(3) 5.7% 28.1%

(the“Truste(’) of the ESOF
1807 Tower Drive
Monroe, Louisiana 712C

Capital Research and Management Company 8.076. 25 5.7% 3 50
333 South Hope Stre
Los Angeles, California 9007
Management

Karen A. Puckett 74 01¢® . .
R. Stewart Ewing, Jr. 36653 " "
All directors and executive officers as a group

(18 persons 4,315,130 3.1% 2.9%

@

@

®)

4)

®)

(6)

@)

Represents less than 1

Determined in accordance with Rule 13d-3 of the $&€ed upon information furnished by the persatedi In addition to Common
Shares, the Company has outstanding Preferred Stieatevote together with the Common Shares asgestlass on all matters. A
brokerage company owns of record more than 5%eoPtieferred Shares; however, the percentage dftiag power held by such
company is immaterial. For additional informati@yarding the Preferred Shares, see page 1 ofrtiy ptatement. For additional
information regarding the investment power helhbyticipants with respect to their Restricted Stank Plan Shares, see footnote 5 to
the table included under the head"Election of Director¢”

Based on the Company'’s records and, with respeddt slhares held of record by the Trustee, basadformation the Trustee
periodically provides to the Company to establisdt tertain of these shares entitle the Trusteadbten votes per sha

Substantially all of the voting power attributabdethese shares is directed by the participantse@ESOP, each of whom is deemed,
subject to certain limited exceptions, to tendahsmstructions as a “named fiduciary” under sulgmpwhich requires the participants to
direct their votes in a manner that they believbe@rudent and in the best interests of the ppatits of the ESOF

Based on share information as of February 11, 200ained in a Schedule 13G Report that Capita¢&es and Management Company
has filed with the SEC. In this report, Capital 8&€h and Management Company indicated thati§)deemed to be the beneficial
owners of these shares as a result of acting astiment advisor to various registered investmempamies, (i) it holds no voting power
with respect to any of these shares and (iii)stliims beneficial ownership of all of these shz

Includes 73,333 Option Shares that Ms. Pucketthasight to acquire prior to May 31, 2002, and P3&n Shares allocated to her
account as of December 31, 2001 under the 401ékx).

Includes 5,355 shares of Restricted Stock, 303(@gtton Shares that Mr. Ewing has the right to aegprior to May 31, 2002, and
39,730 Plan Shares allocated to his account agoémber 31, 2001 under the ESOP and the 401(k)

Includes (i) 47,805 shares of Restricted Stock3(il44,442 Option Shares that such individualsehhe right to acquire prior to May 31,
2002, (iii) 200,065 Plan Shares allocated to thespective accounts as of December 31, 2001 uhdd&t$OP and the 401(k) Plan,

(iv) 19,325 shares held of record by the spouseséin of these individuals, as to which benafiownership is disclaimed, and

(v) 4,069 shares held as custodian for the beogtihildren of such individual:
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EXECUTIVE COMPENSATION AND RELATED INFORMATION

The following table sets forth certaifoinmation regarding the compensation of (i) the @any’s Chief Executive Officer and (ii) each
the Company’s four most highly compensated etreewfficers other than the Chief Executive Offi¢eollectively, the “named officers”).

Following this table is additional information redang option grants and option exercises duringl2@@r additional information, see “—
Report of Compensation Committee Regarding Exeefiompensation.”

Summary Compensation Table

Long-Term
Compensation Awards

No. of

Annual Compensation Restricted Securities
Name and Current Stock Underlying All Other
Principal Position Year Salary Bonus@ Awards @ Options Compensation®
Clarke M. Williams 2001 $759,40¢ $ 0 $ 0 320,00 $145,34¢
Chairman of the Boar 200C 726,52 217,95¢ 0 320,00( 155,21
199¢ 697,85t 385, 86¢ 275,00 0 158,33:
Glen F. Post, Il 2001 722,19 0 0 320,00( 96,88t
Vice Chairman of the Boar: 200C 690,84( 207,25: 0 320,00( 107,56¢
President and Chief Executi 199¢ 663,51! 366,87¢ 268,91 0 105,63!
Officer
Karen A. Puckett! 2001 389,92¢ 95,25¢ 0 120,00( 58,951
Executive Vice President al 200C 158,66 76,83 0 100,00( 13,10t
Chief Operations Office 199¢ 0 0 0 0 0
R. Stewart Ewing, Jr 2001 365,98: 56,98: 0 81,00( 60,32¢
Executive Vice President al 200C 329,37 91,99¢ 0 85,00( 59,45¢
Chief Financial Officel 199¢ 305,72: 136,40t 79,45¢ 0 50,08
Harvey P. Perr 2001 333,11¢ 71,48’ 0 81,00( 59,24¢
Executive Vice Presider 200C 318,65: 87,08¢ 0 85,00( 57,86(
Chief Administrative Officer 199¢ 306,05 140,84( 79,48¢ 0 50,94:

General Counsel and Secret

@

@

The “Bonus” column reflects, for each year indicatihe cash portion of annual incentive bonusestgdapursuant to the Company’s
annual incentive programs. For additional informatbn bonuses, see footnote (2) bel

The “Restricted Stock Awards” column reflects tlaue (determined as of the award date) of:

« the portion of the officers’ annual incentive boesimwarded for performance in 1999 in the fornesfricted stock that vests generally
upon the passage of time; &

« the portion of the officers’ longerm incentive compensation awarded in 1999 irfahm of additional shares of restricted stock thesi
upon the passage of time (collectively, “Time-Vested Restricted Sha”).

In addition, as part of the long-term incentive @amsation granted to the Company'’s officers in 1@@8h named officer other than
Ms. Puckett received performance-based restridtates (the “Performance-Based Restricted Sharest')ill vest based on the
performance of the Company’s stock in relationhiat ©f certain specified peer group companies.cHaet below sets forth additional
information as of December 31, 2001 regarding toaed officer’ aggregate holdings of all Tir-Vested Restricted Shares ¢
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Performance-Based Restricted Shares and the a¢ggnegjae thereof, determined as if all such retgttichares were fully vested. (This
chart does not reflect unearned performance shatiesespect to which Common Shares have not besred.

Performance- Aggregate

Time-Vested Based Value at
Restricted Restricted December 31,

Name Shares Shares Total 2001

Mr. Williams 24,03: 10,90: 34,93: $1,145,80;
Mr. Post 22,93¢ 10,90: 33,83¢ 1,109,78:
Ms. Pucket 0 0 0 0
Mr. Ewing 7,964 3,28: 11,24¢ 368,86
Mr. Perry 7,96¢ 3,28: 11,25( 369,00(

Dividends are paid currently with respect to alirgs described above. For additional informatigyaréing the foregoing, see “— Report
of Compensation Committee Regarding Executive Corsgton”

(3) Comprised of the Company’s (i) matching contribntido the 401(k) Plan, as supplemented by matatongributions under the
Companys Supplemental Dollars & Sense Plan, (ii) premiayrpents in 1999 under a medical reimbursementtpianwere attributab
to benefits in excess of those provided generallyother employees, (iii) estimated cost of praviddeath benefits to the executive
officers’ beneficiaries in excess of those providederally for other employees under life insurgnakcies that the Company procures
(and, subject to certain limited exceptions, cdsttbe cash surrender value thereof), (iv) contidms pursuant to a stock bonus plan that
was merged into the ESOP during 2001, valued &eoémber 31, 2001 (as supplemented by contributiodsr the Company’s
Supplemental Defined Contribution Plan), and (wrpant of cash allowances in lieu of previously-off perquisites, in each case for
and on behalf of the named officers as follo

Cash
Medical Life Allowance in
401(k) Plan Plan Insurance Stock Plan Lieu of
Name Year Contributions Premiums Premiums Contributions Perquisites
Mr. Williams 2001 $ 0 $ 0 $83,77( $30,37¢ $31,20(
200( 0 0 86,23t 37,77¢ 31,20(
199¢ 0 1,50(C 93,28¢ 48,28¢ 15,257
Mr. Post 2001 34,197 0 2,60( 28,88¢ 31,20(
200( 38,77¢ 0 1,66¢ 35,92« 31,20(
199¢ 40,90¢ 1,50C 2,062 45,91; 15,257
Ms. Pucket 2001 13,44¢ 0 744 19,40¢ 25,35(
200( 2,38( 0 0 0 10,72t
199¢ 0 0 0 0 0
Mr. Ewing 2001 16,78t 0 1,274 16,91¢ 25,35(
200( 16,48 0 76€ 16,85t 25,35(
199¢ 16,09¢ 1,50C 1,051 19,03¢ 12,39¢
Mr. Perry 2001 15,72¢ 0 1,98¢ 16,18¢ 25,35(
200( 15,10¢ 0 1,17 16,23( 25,35(
199¢ 16,14¢ 1,50(C 1,66¢ 19,23( 12,39¢
4 Ms. Puckett’'s employment with the Company commerweduly 24, 2000.
Option Grants in Last Fiscal Year
Individual Grants Potential Realizable Value of
Options at Assumed Annual
Number of Rates of Stock Price
Securities % of Total Appreciation over Ten-Year
Underlying Options Granted Option Term
Options to Employees Expiration
Name Granted @ in 2001 Exercise Price Date (5%) (10%)
Clarke M. Williams 320,00( 16% $28.0:  5/21/11 $  5,641,60 $ 14,294,40
Glen F. Post, II 320,00( 16% 28.0: 5/21/11 5,641,60! 14,294,40
Karen A. Pucket 120,00( 6% 28.0¢ 5/21/11 2,115,601 5,360,401
R. Stewart Ewing, Jr 81,00( 4% 28.0: 5/21/11 1,428,03 3,618,271

Harvey P. Perr 81,00( 4% 28.0¢ 5/21/11 1,428,03 3,618,271



All Shareholder$? 141,232,80 — 28.1¢ — 2,501,186,76 6,338,498,34

(1) One-third of these options will become exercisable cayN1, 2002, or-third on May 21, 2003, and c-third on May 21, 2004
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(2) The amounts shown as potential realizable vialuall shareholders, which are presented for cmispn purposes only, represent the
aggregate net gain for all holders of Common Shagsf December 31, 2001, assuming a hypothetj#in to acquire 141,232,806
Common Shares (the number of such shares outstpadiof such date) granted at $28.16 per sharevéfghted average price of all
options granted in 2001) on May 21, 2001 and expidn May 21, 2011, if the price of Common Shamgweciates at the rates show
the table. There can be no assurance that thetf@btezalizable values shown in the table will lohiaved. The Company neither makes
nor endorses any prediction as to future stockoperdnce

Aggregated Option Exercises in Last Fiscal Year an#fiscal Year-End Option Values

Number of Securities

No. of Underlying Unexercised Value of Unexercised
Shares Options at in-the-Money Options
Acquired December 31, 2001 at December 31, 2001
on Value
Name Exercise Realizec Exercisable Unexercisable Exercisable Unexercisable

Clarke M. Williams 0 $0 808,28 533,33. $13,035,36 $1,526,40!
Glen F. Post, Il 0 0 757,65 533,33. 12,258,36. 1,526,40!
Karen A. Pucket 0 0 33,33 186,66t 120,41¢ 813,23:
R. Stewart Ewing, Jr 0 0 248,31 137,66t 4,116,95! 386,37(
Harvey P. Perr 0 0 180,19:. 137,66t 2,720,23i 386,37(

Report of Compensation Committee Regarding Executey Compensation

General. The Board's Compensation Committee monitors anabéishes the compensation levels of the Compamgsidive officers
and directors, administers the Company’s incerddmpensation programs, and performs other relatddst The Committee is composed
entirely of Board members who qualify as “outsidectors” under Section 162(m) of the Internal Rewe Code and as “non-employee
directors” under Rule 16b-3 promulgated under theusities Exchange Act of 1934.

Compensation ObjectiveBuring 2001, the Committee applied the followingmgensation objectives in connection with its
deliberations:

» compensating the Company’s executive offieath salaries commensurate with the median salafies
similarly-situated executives at comparable compe

» providing a substantial portion of the exeeedi compensation in the form of incentive compénsabased
upon (i) the Company’s short and long-term perforoeaand (ii) the individual, departmental or divisal
achievements of the executiv

* encouraging team orientation, &

 providing sufficient benefit levels for exemats and their families in the event of disabilitiness or
retirement.

In addition, to the extent that it is gieable and consistent with the Company’s exeeutimmpensation objectives, the Committee
seeks to comply with Section 162(m) of the IntefRalenue Code and any regulations promulgateduhdes (collectively, “Section 162
(m)”) in order to preserve the tax deductibilityggfrformance-based compensation in excess of $ibmer taxable year to each of the
named officers. If compliance with Section 162(rahfticts with the Committee’s compensation objegesivor is contrary to the
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best interests of the shareholders, the Commiéserves the right to pursue its objectives, regasdbf the attendant tax implications.

Overview of 2001 Compensatioks described further below, during 2001 the Comfrmayecutive compensation was comprised of:

salary

a cash incentive boni

grants of lon-term incentive compensation in the form of stockays, anc

other benefits typically provided to executivesomparable companies, all as described furthemb
For each such component of compensation, the Coyfgpepmpensation levels were compared with thosesaiparable companies.

During 2001, the Committee retained atependent consulting firm to review the Companyf&er compensation programs. The
consulting firm compared the Company'’s officer camgation practices to that of a national groupeetsal hundred companies. This group
included a number of telecommunications companinesuding several of the peer companies referred the Company’s stock performance
graph appearing elsewhere herein), but also indledeer companies (excluding financial service canigs) that have revenue levels similar
to the Company’s.

Salary. The salary of the Chief Executive Officer and eattfer executive officer is based primarily on tlfiécer’s level of
responsibility and comparisons to prevailing salemels for similar officers at comparable compani@ased upon survey data and the
recommendation of its independent consulting fittme, Committee in May 2001 increased the salariesoh of the Company’s named
officers by 4.5%, except for Ms. Puckett’s salarpjch was increased by 6.7%. The Committee belivese raises were consistent with its
objectives of (i) ensuring that the executive adfecreceive salaries comparable to those of sipitgtiuated executives and (ii) applying a
team orientation to executive compensation.

The Chairman’s compensation is determingbde same manner as the compensation for at aetkecutive officers, provided that his
annual salary cannot be reduced below the minimalarysto which he is entitled under his 1993 emplent agreement described below
under the heading “— Employment Contract With Cimain and Change-in-Control Arrangements.”

Annual Incentive Bonus Programs. The Company maintains (i) a shareholder-approved-sérm incentive program for certain of its
executive officers and (ii) an annual incentive iprogram for the Company’s other officers and agans. In connection with both of these
bonus programs, the Compensation Committee annestiiplishes target performance levels and the anudionus payable if these targets
are met, which typically is defined in terms ofexgentage of each officer’s salary. For 2001, tbmfittee recommended target bonuses
ranging from 45% to 60% of each executive officagfary if the targets were met, with no bonusegifain minimum target performance
levels were not attained. The target bonuses payalihe Chairman and the Chief Executive Officer2001 performance were based solely
upon the Company’s overall financial performance
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measured in terms of operating income growth and,lesser extent, revenue growth. The bonusedbfgaimeach other executive officer
were based partially upon the Company’s overadidirial performance and partially upon the attairtnoépre-approved individual,
departmental or divisional goals.

Due primarily to the weak economy andutatpry issues that have subsequently been resalvedCompany failed to attain during
2001 the minimum target levels necessary for tifieess to earn the corporate performance portiotheir target bonuses. As such, neithe
Chairman nor the Chief Executive Officer receivag honus for 2001. Based upon the attainment d¥iddal performance objectives, each
other named officer received a bonus between appet&ly 16% and 24% of his or her 2001 salary. Thenmittee elected to pay these 2
incentive bonuses in cash.

Stock I ncentive Programs. The Company’s current incentive compensation prograuthorize the Compensation Committee to grant
stock options and various other stock-based ineestio key personnel. The Committee’s philosophi wéspect to stock incentive awards is
to strengthen the relationship between compensatidrgrowth in the market price of the Common Share thereby align the executive
officers’ financial interests with those of the Coamy’s shareholders.

Incentives granted under these progragssine exercisable based upon criteria establispétehCompensation Committee. The
Committee generally determines the size of opti@mtg based on the recipient’s responsibilitiesdutdes, and on information furnished by
the Committee’s consultants regarding stock oppi@ttices among comparable companies.

2001 GrantsDuring 2001, the Compensation Committee awardedgcCompany’s officers stock options on the teramther
described elsewhere herein. The Company also gratdek options to officers in 2000, and initialiyended the 2000 grants to serve as a
three-year option program covering 2000, 2001 @@P2Based on comprehensive research by the Copasiindependent consulting firm
in early 2001, however, the Committee concludetladditional grants were necessary to ensure lea€Cbmpany’s long-term incentive
compensation was competitive with that of comparaimpanies. In the future, the Committee intendgant options to its officers
annually.

The Committee determined the size 0c2@81 option grants based on information furnishgthle Committee’s independent consulting
firm relating to the long-term incentive compensatpractices among other comparable companiesdBasthe consulting firm’s
recommendations, the Committee granted awardscto @eecutive officer having a value, determinedaurtte Black-Scholes valuation
methodology and expressed as a percentage of asalagy, commensurate with long-term incentive asdo similarlysituated executives
other comparable companies.

Prior Grants.During 1997, 1998 and 1999, the subcommittee avda@éhe Company’s officers long-term incentive gamsation in
the form of (i) time-vested restricted stock whieli generally vest on the fifth anniversary of tgent date and (ii) performance-based
restricted stock and performance shares whichwest or be earned based on appreciation of theenaakue of the Company’s Common
Shares over a five-year period.
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Other Benefits. The Company maintains certain broad-based emplogeefit plans in which the executive officers aeagrally
permitted to participate on terms substantiallyilsinto those relating to all other participantshgct to certain legal limitations on the
amounts that may be contributed or the benefitsrttay be payable thereunder. The Board has detediimhave the Company’s matching
contribution under the 401(k) Plan invested in Camrghares so as to further align employees’ ancebb#ders’ financial interests. The
Company also maintains the ESOP, which serve tbdualign employees’ and shareholders’ interests.

Additionally, the Company makes availatioléts officers a supplemental life insurance phaarious defined benefit retirement plans
(which are described below under “— Pension Plangljous nonqualified supplemental benefit plams] a disability salary continuation
plan.

Compensation of Chief Executive Officer. The criteria, standards and methodology used bZtiramittee in reviewing and
establishing the Chief Executive Officer’'s saldsgnus and other compensation are the same asubedavith respect to all other executive
officers, as described above. As discussed aboderun— Salary,” based on its review of data congbiby the Committee’s independent
consulting firm and other information, the Commetiaised the annual salary of the Chief Executiffe€r by 4.5% during 2001 to $735,0:
In addition, during 2001 the Chief Executive Offieeas granted options to purchase 320,000 shasefesxkribed further herein.

Submitted by the Compensation Committee of thedBafadDirectors.
Ernest Butler, Jr. (Chairmar James B. Gardne F. Earl Hogan
Pension Plans

Supplemental Executive Retirement PlEme Company maintains a Supplemental Executiverdtaént Plan (the “Supplemental
Pension Plan”) pursuant to which certain officetovave completed at least five years of serviegganerally entitled to receive a monthly
payment upon attaining early or normal retiremeyg ander the plan. The following table reflectsdpgroximate annual retirement benefits
that a participant with the indicated years of B@nand compensation level may expect to receideutne Supplemental Pension Plan
assuming retirement at age 65. Early retirement neataken at age 55 by any participant with temore years of service, with reduced
benefits.

Years of Service

Compensation 5 10 15 20 25

$ 400,00C $ 60,00( $120,00( $140,00( $160,00( $180,00(
500,000 75,00( 150,00( 175,00( 200,00( 225,00(
600,000 90,00( 180,00 210,00( 240,00( 270,00(
700,000 105,00( 210,00( 245,00( 280,00( 315,00(
800,000 120,00( 240,00( 280,00( 320,00( 360,00(
900,000 135,00( 270,00( 315,00( 360,00( 405,00(
1,000,000 150,00( 300,00( 350,00( 400,00( 450,00(
1,100,000 165,00( 330,00¢ 385,00( 440,00( 495,00(
1,200,000 180,00( 360,00( 420,00( 480,00( 540,00(

-26-




Table of Contents

The above table reflects the annual bengéyable upon normal retirement under the Supeidal Pension Plan assuming such
benefits will be paid in the form of a monthly lif@e annuity and before reductions relating tordheeipt of Social Security benefits as
described below. The actual amount of an officertmthly payment under the Supplemental PensioniBlaqual to (i) 3% of the officer’s
“average monthly compensation” (defined below) srtige officer’s years of service during his filest tyears with the Compampus (i) 1%
of the officer’s “average monthly compensation” ¢isrhis years of service after his first ten yedth the Company (up to a maximum of 15
additional years)minus(iii) 4% of his estimated monthly Social Securigrigfits times his years of service with the Compamyto a
maximum of 25 years). Payments to retired officarder this formula are increased by 3% per yeagftoct cost of living increases.
“Average monthly compensation” means the officewerage monthly compensation during the 36-montiogevithin his last ten years of
employment in which he received his highest comatms. Participants added to the plan after JanliaP00 receive credit only for service
while a plan participant.

Under the Supplemental Pension Planntimber of credited years of service at Decembe2@Q1 was 25 years for Mr. Williams and
Mr. Post, one year for Ms. Puckett, 19 years for BAwing and 17 years for Mr. Perry. The compensatipon which benefits are based under
such plan is the aggregate amount of compensatjmrted for 2001 for each respective officer unitdercolumns in the Summary
Compensation Table appearing above that are ehtBalary” and “Bonus.”

Predecessor Supplemental Retirement Plan.Williams has the option of receiving retiremdéminefits under either the normal benefit
formula for the Supplemental Pension Plan or uadegparate benefit formula (the “Alternative Forafipthat existed under a predecessor
supplemental retirement plan in which he held gfath@red rights when the Supplemental Pension Rémnadopted. Under this Alternative
Formula, Mr. Williams would be entitled upon retitent to receive an annual benefit equal to 65%highest annual salary during the last
five years of employment. This benefit is reducgdiphis Social Security benefit, determined ashef date of retirement, and (i) the valut
his ESOP account converted to a monthly annuite. Sdidary upon which benefits are based is the atmeported under the “Salary” column
in the Summary Compensation Table appearing alitweently, the benefits Mr. Williams would receivpon retirement under the
Alternative Formula are less than those benefitwdwgld receive under the normal benefit formulahaf Supplemental Pension Plan.

Broad-Based Pension Plafihe Company also maintains a qualified defined fiepkan (the “Qualified Plan”) pursuant to whichost
of the Company’s employees (including officers) wiawve completed at least five years of servicegarerally entitled to receive payments
upon attaining early or normal retirement age urtiderplan. The Company further maintains a companam-qualified defined benefit plan
(the “Non-Quialified Plan”) designed to pay suppleta¢retirement benefits to officers in amountsada the benefits that such officers
would otherwise forego under the Qualified Plan ttufederal limitations on the amount of benefidyable to highly compensated
participants of qualified plans.

The following table reflects the approzii® total annual retirement benefits that a paici with the indicated years of service and
annual compensation level may expect to receiveutn Qualified and Non-Qualified Plans (colleetiy the “Broad-Based Pension
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Plan™) assuming retirement at age 65 by a partitiparn in 1935. Upon attaining age 55, participanith at least five years of service may
elect to receive reduced early retirement benefits.

Years of Service

Compensation 5 10 15 20 25 30
$ 400,00C $19,10( $ 38,20( $ 57,40( $ 76,50( $ 95,60( $114,70(
500,000 24,10( 48,20( 72,40( 96,50( 120,60( 144,70(
600,000 29,10( 58,20( 87,40( 116,50( 145,60( 174,70(
700,000 34,10( 68,20( 102,40( 136,50( 170,60( 204,70(
800,000 39,10( 78,20( 117,40( 156,50( 195,60( 234,70(
900,000 44,10( 88,20( 132,40( 176,50( 220,60( 264,70(
1,000,00( 49,10( 98,20( 147,401 196,50( 245,60( 294,70(
1,100,00( 54,10( 108,20( 162,40( 216,50( 270,60( 324,70(
1,200,00( 59,10( 118,20( 177,40( 236,50( 295,60( 354,70(

The above table approximates the totaliahbenefits payable under the Broad-Based Pe@massuming (in addition to the
assumptions stated above) that such benefits witldid in the form of a monthly lifetime annuityhé actual amount of a participant’s total
monthly payment is equal to the sum of (i) his nemtif years of service under the plan (up to a mari of 30 years) multiplied by 0.5% of
his final average pay plus (ii) his number of yeafrservice under the plan (up to a maximum of 88rg) multiplied by 0.5% of his final
average pay in excess of his compensation sulle&dial Security taxes (as determined under te)pFor these purposes, “final average
pay” means the participant’s average monthly corapton during the 60-month period within his last years of employment in which he
received his highest compensation.

Under the Broad-Based Pension Plan, eaoied officer other than Ms. Puckett began to veceiedit for years of service on
January 1, 1999. Ms. Puckett began receiving cfeditears of service on July 24, 2000. The comagaois upon which benefits are based
under such plan is the aggregate amount reporte2Dfall for each such officer under the columnfism$ummary Compensation Table
appearing above that are entitled “Salary” and ‘iBoh

Employment Contract with Chairman and Change-in-Cortrol Arrangements

The Company has an employment agreemiémiGlarke M. Williams providing for, among othdtitigs, a minimum annual salary of
$436,800, participation in all of the Company’s éoype benefit plans and use of the Company’s ditcfae agreement’s initial three-year
term has lapsed but the agreement remains in dftantyear to year, subject to the right of Mr. \idins or the Company to terminate the
agreement. If Mr. Williams is terminated withouuse or resigns under certain specified circumstanoeluding following any change in
control of the Company, he will be entitled to rieeecertain severance benefits, including (i) apusnm cash payment equal to three times
the sum of his annual salary and bonus, (ii) amy additional cash payments as may be necessaonipensate him for any federal excise
taxes imposed upon contingent change in contrangays, (iii) continued participation in the Companyelfare benefit plans for three years
and (iv) continued use of the Company’s aircraftdoe year on terms comparable to those previansffect.
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The Company also has agreements with efith executive officers (other than Mr. Williainghich entitle any such officer who is
terminated without cause or resigns under cer@cified circumstances within three years of argngje in control of the Company to
(i) receive a lump sum cash severance payment égjtiadee times the sum of such officer's annukdrgeand bonus, (ii) receive any such
additional cash payments as may be necessary tpartate him for any federal excise taxes imposed apntingent change in control
payments and (iii) continue to receive certain euadfbenefits for three years.

Under the above-referenced agreemerithaage in control” of the Company would be deertwedccur upon (i) any person (as
defined in the Securities Exchange Act of 1934)obaiag the beneficial owner of 30% or more of théstanding Common Shares or 30% or
more of combined voting power of the Company’s mptsecurities, (ii) a majority of the Company’seditors being replaced,

(iii) consummation of certain mergers, substargsset sales or similar business combinationsypagiproval by the shareholders of a
liquidation or dissolution of the Company.

In the event of a change in control & @ompany, the Company’s benefit plans provide,rayrather things, that all restrictions on
outstanding time-vested and performance-basedatestistock will lapse, all outstanding stock opsawill become fully exercisable, all
performance shares will be earned, phantom stoit& aredited under the Company’s supplemental defitontribution plan will be
converted into cash and held in trust, and postraent health and life insurance benefits willtwegh respect to certain current and former
employees. In addition, participants in the Sup@etal Pension Plan who are terminated without causesign under certain specified
circumstances within three years of the changeirtrol will receive a cash payment equal to thespné value of their plan benefits (after
providing age and service credits of up to thresrgke determined in accordance with actuarial aptioms specified in the plan.
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Performance Graph

The graph below compares the cumulatited shareholder return on the Common Shares wéltamulative total return of the S&P
500 Index and the S&P Integrated Telecommunicat®ervices Index (the “S&P Telecom Index”) for thexipd from December 31, 1996 to
December 31, 2001, in each case assuming (i) testment of $100 on January 1, 1997 at closingprim December 31, 1996 and
(i) reinvestment of dividends.

F400,00
—— CenturyTel, Ine $352 34

—— S5&F 500 Index
$300.00 | g~ S&PTelecom

$350.00 +

$250.00 4 Index 237 72
200,00 1+ S163.03

$160.79
$150.00 = 17107

314613 13014

F100.00
$100.00 13323
H50,00 4
E0.00 i i i I I
1996 1997 1908 1999 2000 2001
December 31,

1996 1997 1998 1999 2000 2001
CenturyTel, Inc $100.0¢  $163.0¢ $333.2! $352.3:  $257.4:  $237.7:
S&P 500 Indey $100.0¢  $133.2¢ $171.0° $205.77 $184.9C  $160.7¢

S&P Telecom Indeld) $100.0(  $146.1: $218.4( $235.0¢ $148.8¢ $130.1«

(1) The S&P Telecom Index consists of ALLTEL Coration, AT&T Corporation, BellSouth Corporation, Zéns Communications
Company, Qwest Communications International InBC % ommunications Inc., Sprint Corp. FON Group,i¥en Communications
Inc., WorldCom, Inc— WorldCom Group, and the Company. The index is mlphvailable.

Certain Transactions

With respect to each of the transactiescribed below, the Company believes that it léaimed services on terms no less favorat
the Company than those available for comparablacssr from unaffiliated third parties.

The Company paid fees of approximatelp$Q,841 to The Boles Law Firm for legal servicesdered to the Company in 2001.
William R. Boles, Jr., a director of the Companyca 1992, is President and a director and pragtiaitorney with such firm, which has
provided legal services to the Company since 1968.

During 2001, the Company paid approxinys$d,105,787 to a real estate firm owned by thether of Harvey P. Perry, the Company’s
Executive Vice President, Chief Administrative ©#i, General Counsel and Secretary. In exchangaufdr payments (approximately
$650,000 of which was used to compensate subcdoitsand vendors and to recoup other out-of-pootists), such firm provided a variety
of services with respect to approxi-
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mately 85 of the Company'’s office sites, wirelesgdr sites and retail locations in several statedding locating and analyzing properties
suitable for acquisition as wireless tower sitegatiating purchase terms with the land owners,saiddeasing wireless tower space.

During 2001, the Company purchased $88¢ electrical contracting services from a firmned by Johnny Hebert, a director of the
Company.

During 2001, the Company paid Rickey Lopapproximately $76,000 in salary and bonus fovieg as a lead database analyst
technician. Mr. Lowery has been an employee ofdbmpany since 1989 and has been the son-in-lavaofay P. Perry, the Company’s
Executive Vice President, Chief Administrative ©#i, General Counsel and Secretary, since 1990.

During 2001, the Company paid Martha Amragproximately $73,400 in salary and bonus foviegras Manager, Employment and
Staffing. Ms. Amman is the sister of Harvey P. Petine Companys Executive Vice President, Chief Administrativei€dr, General Couns
and Secretary, and has been an employee of the &gnsince 1998.

During 2001, the Company paid Paul Hargrapproximately $61,700 in salary and bonus forisg as a manager in the Corporate
Tax Department. Mr. Hargrove is the son of R.L.dtave, Jr., a director of the Company, and has beeemployee of the Company
since 1983.

During 2001, the Company paid Rhonda Voddpproximately $72,700 in salary and bonusédoviag as Director of Customer
Service Centers. Ms. Woodard is the sister-in-la®awvid Cole, an executive officer of the Compaagd has been an employee of the
Company since 1991.

Section 16(a) Beneficial Ownership Reporting Compdince

The Securities Exchange Act of 1934 rezsuithe Company’s executive officers and directamsong others, to file certain beneficial
ownership reports with the SEC. During 2001, CMalville, Jr., a director of the Company, inadvettg filed one report late.

REPORT OF AUDIT COMMITTEE
Activities of Committee

The Audit Committee of the Board of Diias is composed of seven directors, all of whoenBbard believes are independent under
the rules of the New York Stock Exchange.

Management is responsible for the Comfsainyernal controls and the financial reportinggess. The Company’s independent
accountants are responsible for performing an iedéent audit of the Company’s consolidated findreteEtements in accordance with
generally accepted auditing standards and to isseport thereon. The Committee’s responsibilitipisnonitor and oversee these processes.

In this context, the Committee has met laeld discussions with the Company’s managemennternal auditors and its independent
accountants, KPMG LLP. Management representedet@€timmittee that the Company’s consolidated fir@ratatements were prepared in
accordance with generally accepted U.S. accouptimgiples, and the
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Committee has reviewed and discussed the consetfidatancial statements with management and KPM@. Committee discussed with
KPMG matters required to be discussed by Statemeituditing Standards No. 61 (Communication withd&lCommittees).

KPMG also provided to the Committee thé@ten disclosures required by Independence Stalsdaoard Standard No. 1 (Independe
Discussions with Audit Committees), and the Comeeittliscussed with KPMG that firm’s independence.

Based on and in reliance upon the reviemwesdiscussions referred to above, the Commigteennmended that the Board of Directors
include the audited consolidated financial statesanthe Company’s Annual Report on Form 10-Ktfer year ended December 31, 2001.

Other Information

KPMG acted as independent certified pusiticountants for the Company for 2001, and has selected by the Board to serve again in
that capacity for 2002. The following table list& taggregate fees and costs billed by KPMG araffitates to the Company and its
subsidiaries for the 2001 services identified below

Amount Billed

Audit Fees $1’305,00'(1)
Financial Information Systems Design and Implemigmma-ees 1.598.00(

All Other Fees 1,493,00'(3)

[N Relates to services rendered in connection witlitiagdhe Company’s annual consolidated financiatesments for 2001 and
reviewing the Company’s quarterly financial statetseor 2001, as well as auditing the 2001 finarstatements of several of the
Compan's telephone subsidiaries and cellular partnersiips.note 3 belov

@) Of this aggregate amount for services renderechdi2901, $1,231,000 (77.0%) is attributable to #a®s costs paid for services
provided prior to February 7, 2001 by the consgltioup of KPMG LLP in connection with the develogmhand implementation of
the Compan’s new billing system. This consulting group wasrspff from KPMG LLP on February 7, 200

@) Of this aggregate amount for services renderechd@®901, (i) $379,000 (25.4%) is attributable tdiarelated fees and costs
consisting principally of assisting the Companyieinal auditors in connection with a pre-implenagioh review of the Company’s
new billing system; providing letters to underwriteconsents and other services related to retjistrstatements; reviewing the
accounting treatment of specific transactions; aunditing the Company’s benefit plans for 2001 ands(,114,000 (74.6%) is
attributable to other noaudit fees and costs consisting primarily of tesegrch and planning in connection with proposetsaetions
income tax system implementation assistance; andrgkincome tax planning and compliar

The Committee has considered whether theigom of KPMG’s non-audit services is compatiblghamaintaining KPMG's
independence.

Submitted by the Audit Committee of the Board céddors.

Calvin Czeschin James B. Gardne
(Chairman) R. L. Hargrove, Jr

Virginia Boulet F. Earl Hogan

Ernest Butler, Jr C. G. Melville, Jr.

OTHER MATTERS
Quorum and Voting of Proxies

The presence, in person or by proxy, wfagority of the total voting power of the Votingp&es is necessary to constitute a quorum to
organize the Meeting. Shareholders
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voting or abstaining from voting on any issue Wi counted as present for purposes of constitatigpgorum to organize the Meeting.

If a quorum is present, directors willddected by plurality vote and, as such, withhajdauthority to vote in the election of directors
will not affect whether the proposed nominees nahexéin are elected. As indicated above, the affie vote of the holders of a majority
the voting power present or represented at theiktpetill be required to approve the 2002 DirectBteck Option Plan and the 2002
Management Incentive Compensation Plan (the “BeRédin Proposals”Shares as to which the proxy holders have beeruatset to abstai
from voting will not be treated as present or repreged for purposes of such vote, and will theeefant affect the outcome of the vote.

Under the rules of the New York Stock Exege, brokers who hold shares in street nameauiomers may vote in their discretion on
the election of directors and the Benefit Plan Bsgs when they have not received voting instrastivom beneficial owners. If brokers who
do not receive voting instructions do not exersigeh discretionary voting power (a “broker non-Vtehares that are not voted will be
treated as present for purposes of constitutingosumm to organize the Meeting but not present toppses of voting to elect directors or
approve the Benefit Plan Proposals. Because tle@ieof directors must be approved by pluralityevand both of the Benefit Plan Propo:
must be approved by a majority of the voting popmsent or represented at the Meeting, broker mba@swvith respect to these matters will
not affect the outcome of the voting.

Voting Shares represented by all propexigcuted proxies received in time for the Meetinlybe voted at the Meeting. A proxy may
be revoked at any time before it is exercised liydfiwith the Secretary of the Company a writtemaeation or a duly executed proxy bearing
a later date, or by attending the Meeting and goitinperson. Unless revoked, all properly execptedxies will be voted as specified and, if
no specifications are made, will be voted in fasbthe proposed nominees and the Benefit Plan Redpo

Management has not timely received articedhat a shareholder desires to present anyenfattaction at the Meeting in accordance
with the Company’s advance natification bylaw (whis described below), and is otherwise unawarmgfmatter for action by shareholders
at the Meeting other than the election of directord the Benefit Plan Proposals. The enclosed paiogyvoting instruction cards, however,
will confer discretionary voting authority with ngsct to any other matter that may properly comensthe Meeting. It is the intention of the
persons named therein to vote in accordance wéiih biest judgment on any such matter.

A representative of KPMG LLP, the Compangdependent certified public accountants, iseet@d to attend the Meeting and be
available to respond to appropriate questions.

Shareholder Nominations and Proposals

In order to be eligible for inclusiontime Company’s 2003 proxy materials pursuant tdederal proxy rules, any shareholder proposal
to take action at such meeting must be receivéitea€ompany’s principal executive offices by Novemb7, 2002, and must comply with
applicable federal proxy rules. In addition, then@pany’s advance notification bylaw requires shaldgdrs to furnish timely written notice of
their intent to nominate a
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director or bring any other matter before a shddsgre’ meeting, whether or not they wish to incltldeir proposal in the Company’s proxy
materials. In general, notice must be receivechbySecretary of the Company between November 102 aAd February 8, 2003 and must
contain specified information concerning, amongeothings, the matters to be brought before suaktimgand concerning the shareholder
proposing such matters. (If the date of the 20GRi1ahmeeting is more than 30 days earlier or fdan May 9, 2003, notice must be received
by the Secretary of the Company within 15 days$efdarlier of the date on which notice of such inges first mailed to shareholders or
public disclosure of the meeting date is made.) Company will be permitted to disregard any noniagrabr submission of any other matter
that fails to comply with these bylaw procedures.

Annual Report and Financial Information

Appendix dncludes the Annual Financial Statements and Rewie@perations of the Company in the form in whilchy were filed
with the Securities and Exchange Commission on Mag; 2002 as part of the Company’s Annual Repoffarm 10-K for the year ended
December 31, 2001. The Company expects to maipg abits summary annual report for the year endedember 31, 2001 on or about the
date that it mails this Proxy Statement to its shalders.

You may obtain a copy of the Company’snfkd0-K (along with the Company’s Current ReportFamm 8-K dated March 19, 2002
disclosing important update information) withoutohe by writing to Harvey P. Perry, Secretary, Ggritel, Inc., 100 CenturyTel Drive,
Monroe, LA 71203, or by visiting the Company’s wigbatwww.centurytel.com.

NeitheAppendix Chor the other materials described above is to garded as proxy soliciting material.

By Order of the Board of Directo

Harvey P. Perr
Secretary
Dated: March 27, 2002
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APPENDIX A
to Proxy Statemen

CENTURYTEL, INC.
2002 DIRECTORS STOCK OPTION PLAN

1.  Purpose of the Plan.

The purpose of the CenturyTel, Inc. 2002ctors Stock Option Plan is to promote the iests of the Company and its shareholder
strengthening the Company’s ability to attract, inait and retain Directors of experience and ahitind to encourage the highest level of
Directors performance by providing Directors witpraprietary interest in the Company’s financiatsess and growth.

2. Definitions.
2.1 “Board” means the Board of Directofshe Company.

2.2 “Committee” means the Compensatiomf@ittee of the Board or a subcommittee thereof. Thmmittee shall consist of not fewer
than two members of the Board of Directors, eaclwlodm shall (a) qualify as a “non-employee direttorder Rule 16t8 promulgated und
the Securities Exchange Act of 1934 (the “1934 \att any successor rule, and (b) qualify as anside director” under Section 162(m) of
the Internal Revenue Code of 1986, as amendedCibde”), and the regulations promulgated thereurdeltectively, “Section 162(m)”).

2.3 “Common Stock” means the common st8&k00 par value per share, of the Company.
2.4 “Company” or “CenturyTel” means Cawilel, Inc., a Louisiana corporation.
2.5 “Director” means a member of the Bbaho is not employed by the Company or any ofutissidiaries.

2.6 “Fair Market Value” means (i) if t@@®mmon Stock or other security is listed on ant#staed stock exchange or any automated
guotation system that provides sale quotationsclibeing sale price for a share thereof on suchaxge or quotation system on the applic
date, and if shares are not traded on such daheonext preceding trading date, (ii) if the ComnStack or other security is not listed on any
exchange or quotation system, but bid and askeedg&re quoted and published, the mean betweeutied bid and asked prices on the
applicable date, and if bid and asked prices ar@available on such day, on the next precedingaieyvhich such prices were available, and

(i) if the Common Stock or other security is megularly quoted, the fair market value of a shibezeof on the applicable date as established
by the Committee in good faith.

2.7 "Participant” means each Directordafined in Section 2.5).
2.8 “Option” means a stock option thagslaot satisfy the requirements of Section 422@fQode.

2.9 “Plan” means the CenturyTel, Inc. 2@rectors Stock Option Plan as set forth hereith@as amended, restated, supplemented or
otherwise modified from time to time.
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3.  Shares of Common Stock Subject to the Plan.

3.1 The Company may issue up to 400,0@0es of Common Stock, subject to the adjustmentigions of Section 7, pursuant to the
exercise of Options granted hereunder. Such shaagde either authorized but unissued shares oeslesued and thereafter acquired by
Company.

3.2 To the extent any shares of CommogkS$ubject to an Option are not issued becaus®plien is forfeited or cancelled, such
shares shall again be available for grant purstea@ptions granted under the Plan. If the exengigze of any Option granted under this Plan
is satisfied by tendering shares of Common Stod¢kedCompany (by either actual delivery or by a#tisn), only the number of shares of
Common Stock issued net of the shares of Commark$¢mdered shall be deemed delivered for purpokdstermining the maximum
number of shares of Common Stock available foveeji under the Plan.

4, Administration of the Plan.

4.1 The Plan shall be administered byGbemittee, which shall have the power to interghetPlan and, subject to its provisions, to
prescribe, amend and rescind Plan rules and to alb&ther determinations necessary for the Pladisinistration.

4.2 All action taken by the Committedhie administration and interpretation of the Plaallsbe final and binding upon all parties. No
member of the Committee will be liable for any antor determination made in good faith by the Cotteaiwith respect to the Plan or any
Option.

4.3 The Committee does not have the aityito make discretionary grants of stock optiomsler the Plan. Grants may be made on
provided in Section 5 hereof.

5.  Grant of Options.

5.1 Beginning with the 2002 annual megtifishareholders and for as long as the Plan resmaieffect and shares of Common Stock
remain available for issuance hereunder, eachcigatt shall be automatically granted an Optioadquire up to 6,000 shares of Common
Stock on the day following each annual meetinghaireholders. The Committee shall determine thedfittee Option grants to be made to
Participants each year, within the limitations pded herein.

5.2 While the Plan remains in effect ahdres of Common Stock remain available for isseilueceunder, any person who becomes a
Director other than by election at an annual meetinshareholders shall be granted an Option taisegpro ratanumber of shares of
Common Stock calculated as follows:

Number of shares subject to Options granted to Béaettor on Number of full calendar months between the datgtrson
the day following the preceding annual meeting X becomes a Director and the next annual meeting
12
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6. Terms and Conditions of Options.

6.1 Unless exercisability is acceleraiegrovided in Sections 6.4 or 8.2 hereof, theddgtshall become exercisable beginning one
year following the date of grar

6.2 Unless terminated earlier as provideSection 6.5 or 8.3, the Options shall expireytears following the date of grant.

6.3 The exercise price of the Optionsied to Directors shall be equal to the Fair Makkaiue, as defined herein, of a share of
Common Stock on the date of grant.

6.4 The Committee may accelerate theatsaility of any Option at any time in its disdoet.

6.5 In the event a Director ceases teesen the Board because such Director is ineligiblgtand for re-election to the Board under the
CenturyTel Directors Retirement Policy (or any camgble successor retirement policy), the exerais@iptions granted hereunder and held
by such Director shall continue to be outstandimg exercisable for the remaining terms of such @ysti subject to the rights of the
Committee under Section 8.3 hereof. In the evdditector ceases to serve on the Board for any oteson, the Options granted hereunder
must be exercised, to the extent otherwise exdrigisd the time of termination of Board servicethivi two years from the date of terminat
of Board service. Subject to Section 6.4 hereotjddg that are not exercisable at the time of teatidon of Board service shall be forfeited.

6.6 An Option may be exercised, in whalén part, by giving written notice to the Compaspecifying the number of shares of
Common Stock to be purchased. The exercise ndiaél®e accompanied by tender of the full purchagze for such shares, which may be
paid or satisfied by (a) cash; (b) check; (c) datwof shares of Common Stock, which shares slealidiued for this purpose at the Fair
Market Value on the business day immediately priecethe date such option is exercised and, unlgsswise determined by the Committ
shall have been held by the optionee for at léashenths; (d) delivery of irrevocable written insttions to a broker approved by the
Company (with a copy to the Company) to immediasell}y a portion of the shares issuable under th@®p@nd to deliver promptly to the
Company the amount of sale proceeds (or loan pdscé¢he broker lends funds to the participantdelivery to the Company) to pay the
exercise price; or (e) in such other manner aslmeaguthorized from time to time by the Committeeyled that all such payments shall be
made or denominated in United States dollars. ércdse of delivery of an uncertified check, no stahall be issued until the check has been
paid in full. Prior to the issuance of shares ofrfimon Stock upon the exercise of an Option, a Rjpatit shall have no rights as a shareho

6.7 Except for adjustments pursuant ttiBe 7 or actions permitted to be taken by the @ditbee under Section 8.3 in the event of a
Change of Control, unless approved by the shareholaf the Company, (a) the exercise price forangtanding Option granted under this
Plan may not be decreased after the date of grahtg an outstanding Option that has been gramteér this Plan may not, as of any date
that such Option has a per share exercise pritésthess than the then current Fair Market Valuia share of Common Stock, be surrendered
to the Company as consideration for the grantredva Option with a lower exercise price or any paghté cash or Common Stock.
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6.8 Upon approval of the Committee, tleenPany may repurchase all or a portion of a preshogranted Option from a Participant by
mutual agreement before such option has been erdrbly payment to the Participant of cash or Com8tonk or a combination thereof w
a value equal to the amount per share by whichth@Jair Market Value of the Common Stock subjedhe Option on the business day
immediately preceding the date of purchase excégdbe exercise price.

7.  Adjustment Provisions.

In the event of any recapitalization lassification, stock dividend, stock split, comtioa of shares or other change in the Common
Stock, all limitations on numbers of shares of Camrtock provided in this Plan, and the numbetafas subject to outstanding Options,
shall be equitably adjusted in proportion to tharafe in outstanding shares of Common Stock. Irtiaddin the event of any such change in
the Common Stock, the Committee shall make anyrattigistment that it determines to be equitablguting without limitation adjustmen
to the exercise price of any Option in order tovite Participants with the same relative rightsobefand after such adjustment.

8.  Change of Control.

8.1 A Change of Control shall mean:

(a) the acquisition by any person ofdfecial ownership of 30% or more of the outstagdshares of the
Common Stock or 30% or more of the combined votiogrer of CenturyTel's then outstanding securities
entitled to vote generally in the election of dimgs; provided, howevethat for purposes of this subsection (a),
the following acquisitions shall not constitute aaige of Control

(i) any acquisition (other than a Besia Combination (as defined below) which consstate
Change of Control under Section 8.1(c) hereof) @in@on Stock directly from the Compat

(ii) any acquisition of Common Stock ImetCompany

(i) any acquisition of Common Stock &ny employee benefit plan (or related trust) spoed or
maintained by the Company or any corporation cdlietidy the Company, ¢

(iv) any acquisition of Common Stockdayy corporation pursuant to a Business Combinakiah
does not constitute a Change of Control under @e&il(c) hereof; ¢

(b) individuals who, as of January @02, constituted the Board of Directors of Centwty(the
“Incumbent Board”) cease for any reason to constiftt least a majority of the Board of Directgsyvided,
howeverthat any individual becoming a director subsequesuch date whose election, or nomination for
election by CenturyTel's shareholders, was apprdmed vote of at least two-thirds of the directibrsn
comprising the Incumbent Board shall be considaretember of the Incumbent Board, unless such
individual’s initial assumption of office occurs as a restitactual or threatened election contest witpeet
to the election or removal «
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directors or other actual or threatened solicitadbf proxies or consents by or on behalf of asprrother than
the Incumbent Board; ¢

(c) consummation of a reorganizatidrare exchange, merger or consolidation (includmgsach
transaction involving any direct or indirect subiarg of CenturyTel) or sale or other dispositionadifor
substantially all of the assets of the CompanyBiasiness Combination”provided, howevethat in no such
case shall any such transaction constitute a Chaingentrol if immediately following such Business
Combination:

() the individuals and entities whore¢he beneficial owners of CenturyTel’s outstagddommon
Stock and CenturyTel’s voting securities entitledidte generally in the election of directors immagely
prior to such Business Combination have direchdirect beneficial ownership, respectively, of mtran
50% of the then outstanding shares of Common Stwkmore than 50% of the combined voting power
of the then outstanding voting securities entitledote generally in the election of directorsluoé t
surviving or successor corporation, or, if applieathe ultimate parent company thereof (the “Post-
Transaction Corporatic’), and

(i) except to the extent that such evahip existed prior to the Business Combinatianp@rson
(excluding the Post-Transaction Corporation andemployee benefit plan or related trust of either
CenturyTel, the Post-Transaction Corporation or sulysidiary of either corporation) beneficially ayn
directly or indirectly, 20% or more of the then stainding shares of Common Stock of the corporation
resulting from such Business Combination or 20%more of the combined voting power of the then
outstanding voting securities of such corporatang

(iii) at least a majority of the memberf the board of directors of the Post-Transac@orporation
were members of the Incumbent Board at the tinteegxecution of the initial agreement, or of than
of the Board of Directors, providing for such Buess Combination; ¢

(d) approval by the shareholders of Cefitel of a complete liquidation or dissolution oé@uryTel.

For purposes of this Section 8, the term “perssrdll mean a natural person or entity, and shsdl alean the group or syndicate created v
two or more persons act as a syndicate or othempgfiocluding, without limitation, a partnership lonited partnership) for the purpose of
acquiring, holding, or disposing of a security, epicthat “person” shall not include an underwritanporarily holding a security pursuant to
an offering of the security.

8.2 Upon a Change of Control of the tgpscribed in clause 8.1(a) or 8.1(b) or upon thE@ml by the Board of Directors of
CenturyTel of any Change of Control of the typeadieed in clause 8.1(c) or 8.1(d), all outstanddygtions granted pursuant to this Plan s
automatically become fully vested and exercisable.

8.3 No later than 30 days after a Chafgeontrol of the type described in subsectionga§.ar 8.1(b) and no later than 30 days after
the approval by the Board of a
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Change of Control of the type described in subsastB.1(c) or 8.1(d), the Committee, acting irstite discretion without the consent or
approval of any Participant (and notwithstanding emoval or attempted removal of some or all eftiembers thereof as Directors or
Committee members), may act to effect one or mbtkealternatives listed below, which may vary agdndividual Participants and which
may vary among Options held by any individual Rgvtnt:

(a) require that all outstanding Opsidre exercised on or before a specified date (befoafter such
Change of Control) fixed by the Committee, afteichispecified date all unexercised Options andgtits of
Participants thereunder shall termin:

(b) make such equitable adjustmen@ptons then outstanding as the Committee deenm®ppate to
reflect such Change of Contropfovided, howevethat the Committee may determine in its sole dismmethal
no adjustment is necessar

(c) provide for mandatory conversioregchange of some or all of the outstanding Optiaid by some
or all Participants as of a date, before or afteh<Change of Control, specified by the Committeeyhich
event such Options shall be deemed automaticatigetked and the Company shall pay, or cause taluk fo
each such Participant an amount of cash per shjaed ® the excess, if any, of the Change of CoMadue of
the shares subject to such Option, as defined alodlated below, over the per share exercise pificeich
Options or, in lieu of such cash payment, the issaaf Common Stock or securities of an acquirimitye
having a Fair Market Value equal to such exces

(d) provide that thereafter, upon axgreise of an Option that entitles the holder eree Common
Stock, the holder shall be entitled to purchaseeceive under such Option, in lieu of the numbestafres of
Common Stock then covered by such Option, the nue class of shares of stock or other secuities
property (including, without limitation, cash) tdweh the holder would have been entitled pursuathe term:
of the agreement providing for the reorganizatgirgre exchange, merger, consolidation or assetifsale
immediately prior to such Change of Control, th&dbohad been the record owner of the number akshat
Common Stock then covered by such Opt

8.4 For the purposes of any conversiorexohanges under paragraph (c) of Section 8.3Ghange of Control Value” shall equal the
amount determined by whichever of the followingrigeis applicable:

(a) the per share price to be paidolddrs of Common Stock in any such merger, conattid or other
reorganization

(b) the price per share offered to hdd#rCommon Stock in any tender offer or excharfégr avhereby
a Change of Control takes place

(c) in all other events, the Fair Markalue of a share of Common Stock, as determiryeithd
Committee as of the date determined by the Comenittdoe the date of conversion or exchal
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8.5 in the event that the consideratifiered to shareholders of CenturyTel in any tratisaalescribed in this Section 8 consists of
anything other than cash, the Committee shall deter the fair cash equivalent of the portion of thasideration offered that is other than
cash.

9. General Provisions.

9.1 Nothing in the Plan or in any instemhexecuted pursuant to the Plan will confer ugoy Participant any right to continue as a
Director or affect the right of the Company to tarate the services of any Participant.

9.2 No shares of Common Stock will beiéskor transferred pursuant to an Option unlessuatitall then-applicable requirements
imposed by federal and state securities and o#tves, Irules and regulations and by any regulatoepeigs having jurisdiction, and by any
stock exchanges upon which the Common Stock maigtied, have been fully met. As a condition precede the issuance of shares purs
to the exercise of an Option, the Company may regbi Participant to take any reasonable actiondet such requirements.

9.3 No Participant and no beneficiarpthrer person claiming under or through such Paditi will have any right, title or interest in
to any shares of Common Stock allocated or resameddr the Plan or subject to any Option excepd asich shares of Common Stock, if
any, that have been issued or transferred to sadicipant.

9.4 No Options granted hereunder maydiesferred, pledged, assigned or otherwise encugdlilran optionee except:
(a) by will;
(b) by the laws of descent and distrititior

(c) if permitted by the Committee adpsovided in the stock option agreement or an amemt
thereto, (i) pursuant to a domestic relations qrdedefined in the Code, (ii) to Immediate FarMigmbers (as
defined below), (iii) to a partnership in which tRarticipant and/or the Participant’s Immediate lam
Members, or entities in which the Participant antiie Participant’'s Immediate Family Members aee th
owners, members or beneficiaries, as approprieggha sole partners, (iv) to a limited liabilitgrapany in
which the Participant and/or the Participant’s Indimee Family Members, or entities in which the Rgrant
and/or the Participant's Immediate Family Membeesthe sole owners, members or beneficiaries, as
appropriate, are the sole members, or (v) to & toushe benefit solely of the Participant andiue
Participant’s Immediate Family Members. “Immedigtamily Members” means the spouses and natural or
adopted children or grandchildren of the Participamd their spouse

Any attempted assignment, transfer, petigpothecation or other disposition of an Optiotrevy of attachment, or similar process
upon an Option not specifically permitted herelmlsbe null and void and without effect.

9.5 Each Option shall be evidenced byittem stock option agreement or notice, includiegns and conditions consistent with the
Plan, as the Committee may determine.
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9.6 Anything in the Plan to the contraptwithstanding: (a) the Company may, if it shatefmine it necessary or desirable for any
reason, at the time of grant of any Option or #seiance of any shares of Common Stock pursuanit@ation, require the recipient of the
Option, as a condition to the receipt thereof dh®receipt of shares of Common Stock issued patghereto, to deliver to the Company a
written representation of present intention to dmegtne Option or the shares of Common Stock ispueguant thereto for his own account
investment and not for distribution; and (b) ifaay time the Company further determines, in itg sliécretion, that the listing, registration or
qualification (or any updating of any such documefiany Option or the shares of Common Stock islupursuant thereto is necessary on
any securities exchange or under any federal te seurities or blue sky law, or that the conserapproval of any governmental regulatory
body is necessary or desirable as a conditionrafy connection with the grant of any Option, tesuance of shares of Common Stock
pursuant thereto, or the removal of any restrigimmposed on such shares, such Option shall ngted#ed or such shares of Common Stock
shall not be issued or such restrictions shalbeotemoved, as the case may be, in whole or in paldss such listing, registration,
qualification, consent or approval shall have be#ected or obtained free of any conditions noeptable to the Company.

10. Amendment, Discontinuance or Terminationfathe Plan.

10.1 The Board may amend or discontitugeRlan at any timggrovided, howevethat no such amendment may

(a) without the approval of the shatdbars, (i) increase, subject to adjustments peeahitterein, the
maximum number of shares of Common Stock that neaigdued through the Plan, (ii) materially incretdmse
benefits accruing to Participants under the Plidhnfaterially expand the classes of persons lelegio
participate in the Plan, or (iv) amend Sectiont6.permit repricing of Options, «

(b) materially impair, without the cems of the recipient, an Option previously granetept that the
Company retains all rights under Section 8 hel

10.2 The Plan shall automatically terrteénat such time as no shares of Common Stock reavaiifable for issuance through the Plan.
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11. Effective Date of Plan.

The Plan shall become effective upon #dogby the Board, subject to approval by the hdde a majority of the shares of Common
Stock represented in person or by proxy and edtitievote on the subject at the 2002 annual meefispareholders of the Company.

* k k k k% %

IN WITNESS WHEREOF, the undersidrBecretary of CenturyTel, Inc. hereby certiffest the foregoing CenturyTel 2002
Directors Stock Option Plan was (i) recommendetthéoBoard of Directors of CenturyTel, Inc. (the ‘@d") by its Compensation Committee
at a meeting of the Compensation Committee dulgt balFebruary 25, 2002, (ii) approved by the Baard meeting duly held on
February 26, 2002, and (iii) approved by the aféitive vote of the holders of a majority of the wgtipower present at the 2002 Annual
Meeting of Shareholders of the Company held on Bla3002.

[SIGNATURE BLOCK INTENTIONALLY OMITTED]

A-9




Table of Contents

APPENDIX B
to Proxy Statemen

CENTURYTEL, INC.
2002 MANAGEMENT INCENTIVE COMPENSATION PLAN

1. Purpose.The purpose of the 2002 Management Incentive Cosgim Plan (this “Plan”) of CenturyTel, Inc. (“GaryTel”) is to
increase shareholder value and to advance thestsenf CenturyTel and its subsidiaries (colledyivhe “Company”) by furnishing a variety
of equity incentives (the “Incentives”) designedattract, retain and motivate officers, key empksjeonsultants and advisors and to
strengthen the mutuality of interests between @#chons and CenturyTel's shareholders. Incentivegscuonsist of options to purchase shares
of CenturyTel's common stock, $1.00 par value pars (the “Common Stock”), shares of restrictedlstr other stock-based awards the
value of which is based upon the value of the Com®imck, all on terms determined under this Planuged in this Plan, the term
“subsidiary” means any corporation, limited liatyilcompany or other entity of which CenturyTel owdsectly or indirectly) within the
meaning of Section 425(f) of the Internal Revenoe&of 1986, as amended (the “Code”), 50% or mbthedtotal combined voting power
of all classes of stock, membership interests loeroéquity interests issued thereby.

2. Administration.

2.1CompositionThis Plan shall be administered by the compensatommittee of the Board of
Directors of CenturyTel, or by a subcommittee & tompensation committee. The committee or subcties
that administers this Plan shall hereinafter berrefl to as the “CommitteeThe Committee shall consist of |
fewer than two members of the Board of Directoesheof whom shall (a) qualify as a “non-employeector”
under Rule 16b-3 under the Securities ExchangefAt934 (the “1934 Act”), or any successor rulej an
(b) qualify as an “outside director” under Sectik@2(m) of the Code and the regulations thereunder
(collectively,”“Section 162(n™).

2.2Authority. The Committee shall have authority to award Inestiunder this Plan, to interpret this
Plan, to establish any rules or regulations regattinthis Plan that it determines to be appropyriatenter into
agreements with or provide notices to participastso the terms of the Incentives (the “Incentigge®ementsy
and to make any other determination that it beBavecessary or advisable for the proper administraif this
Plan. Its decisions concerning matters relatindpi®Plan shall be final, conclusive and bindingtlos
Company and participants. The Committee may deteigmtuthority hereunder to the extent provided in
Section 3 hereof. The Committee shall not haveaityhto award Incentives under this Plan to dioestn
their capacities as suc

3. Eligible Participants.Key employees and officers of the Company (inclgdifficers who also serve as directors of the Compa
and consultants and advisors to the Company seedirbe eligible to receive Incentives under thisifaen designated by the Committee.
Employees may be designated individually or by geoor categories, as the
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Committee deems appropriate. With respect to ppatints not subject to Section 16 of the 1934 Acection 162(m), the Committee may
delegate to appropriate personnel of the Comparguithority to designate participants, to deterrttiiesize, type and terms of the Incentives
to be received by those participants and to detexrany performance objectives for those particigigmovided, howevethat the exercise
price of any stock options granted pursuant to sletegation of authority shall be, unless otherwliseermined by the Committee, equal ta
Fair Market Value of a share of Common Stock onlalter of the date of grant or the date the paudict’'s employment with the Company
commences. Any such delegation by the Committelt sbiginclude the authority to change or modifyainy way the terms of a previously
granted Incentive or to take any other action aigkd herein to be taken by the Committee and petifically permitted to be delegated in
this Section 3.

4.Shares Subject to this Plafhe shares of Common Stock with respect to whiclertives may be granted under this Plan shall be
subject to the following:

4.1Type of Common Stockhe shares of Common Stock with respect to whiclertives may be
granted under this Plan may be currently authormédinissued shares or shares currently heldbseswentl
acquired by the Company as treasury shares, imgugtiares purchased in the open market or in privat
transactions

4.2Maximum Number of ShareSubject to the other provisions of this Sectiothé, maximum number
of shares of Common Stock that may be delivergzhtticipants and their beneficiaries under thisiRlaall be
4,500,000 shares of Common Stc

4.3Share CountingTo the extent any shares of Common Stock coverezhlipcentive are not
delivered to a participant or beneficiary becabselbcentive is forfeited or canceled, or the sh@afeCommon
Stock are not delivered because the Incentiveigsgrasettled in cash or used to satisfy the apple tax
withholding obligation, such shares shall not berded to have been delivered for purposes of dat@rgithe
maximum number of shares of Common Stock availfdvldelivery under this Plan. In the event thatrekaf
Common Stock are issued as Incentives and thereaéidorfeited or reacquired by the Company purst@
rights reserved upon issuance thereof, such fedenhd reacquired Shares may again be issued tmsl&an.
If the exercise price of any stock option grantadar this Plan or the applicable withholding taaes satisfied
by tendering shares of Common Stock to the Comgaygither actual delivery or by attestation), otiig
number of shares of Common Stock issued net adlthees of Common Stock tendered shall be deemed
delivered for purposes of determining the maximwmhber of shares of Common Stock available for éejiv
under this Plar

4.4Limitations on Number of Share8ubject to Section 4.5, the following additionatiliations are
imposed under this Pla

(a) The maximum number of shares of @om Stock that may be issued upon exercise of stock
options intended to qualify as incentive stock @i under Section 422 of the Code shall be
4,500,000 shares. Notwithstanding any other promisierein to the contrary, (i) all shares issualbléer
incentive stocl
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options shall be counted against this limit afpcshares that are issued and are later forfedadcelled or
reacquired by the Company, shares withheld tofgatighholding tax obligations and shares deliveired
payment of the Incentive price or applicable witllihg taxes shall have no effect on this limitati

(b) The maximum number of shares of @mm Stock that may be covered by Incentives granted
under this Plan to any one individual during ang calende-year period shall be 600,0(

(c) The maximum number of shares of Comi&tock that may be issued as restricted stocktloer
Stoclk-Based Awards (as defined below) shall be 500,080es!

(d) If, after shares have been earmettuan Incentive, the delivery is deferred, argitazhal
shares attributable to dividends paid during tHerdal period shall be disregarded for purposehef
limitations of this Section ¢

4.5Adjustmentin the event of any recapitalization, reclassifmat stock dividend, stock split,
combination of shares or other change in the Com&took, all limitations on numbers of shares of Gun
Stock provided in this Section 4 and the numbeshafres of Common Stock subject to outstanding heen
shall be equitably adjusted in proportion to tharae in outstanding shares of Common Stock. Irtiaddin
the event of any such change in the Common SthekCbmmittee shall make any other adjustment that i
determines to be equitable, including without latidn adjustments to the exercise price of anyoopaind any
per share performance objectives of any Incentivader to provide participants with the same netatights
before and after such adjustme

5. Stock OptionsThe Committee may grant incentive stock optionss(eh term is defined in Section 422 of the Codejam-qualified
stock options. Any option that is designated asraqualified stock option shall not be treated ménaentive stock option. Each stock option
granted by the Committee under this Plan shalligest to the following terms and conditions:

5.1Price. The exercise price per share shall be determindddbZommittee, subject to adjustment
under Section 4.5; provided that in no event ghallexercise price be less than the Fair Markeud/éhs
defined below) of a share of Common Stock on thie dagrant, except in the case of a stock optiamigd in
assumption of or in substitution for an outstandimgrd of a company acquired by the Company or witlch
the Company combine

5.2Number.The number of shares of Common Stock subject toptien shall be determined by the
Committee, subject to the limitations and adjustis@novided in Section 4 here:

5.3Duration and Time for Exercis&ubject to earlier termination as provided in Set8.4 and 9.13,
the term of each stock option shall be determinethe Committee, but may not exceed ten years. Bimak
option shall become exercisable at such time oegiduring its term as shall be determined by thaGittee.
The Committee may accelerate the exercisabilitgyf stock option at any tim
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5.4RepurchaseUpon approval of the Committee, the Company maynayase all or a portion of a
previously granted stock option from a participaytmutual agreement before such option has beacised
by payment to the participant of cash or CommorrlSts a combination thereof with a value equahi® t
amount per share by which: (a) the Fair Market ¥atithe Common Stock subject to the option on the
business day immediately preceding the date ofyase exceeds (b) the exercise pi

5.5Manner of ExerciseA stock option may be exercised, in whole or intplay giving written notice to
the Company, specifying the number of shares of @omStock to be purchased. The exercise noticéshal
accompanied by tender of the full purchase pricestich shares, which may be paid or satisfied pgdqah;
(b) check; (c) delivery of shares of Common Stachich shares shall be valued for this purposeeattar
Market Value on the business day immediately priecgetihe date such option is exercised and, unlgsswise
determined by the Committee, shall have been hettidoptionee for at least six months; (d) delvelr
irrevocable written instructions to a broker apmd\by the Company (with a copy to the Company) to
immediately sell a portion of the shares issuablgeu the option and to deliver promptly to the Campthe
amount of sale proceeds (or loan proceeds if thkdorlends funds to the participant for deliveryte
Company) to pay the exercise price; or (e) in sutbler manner as may be authorized from time to bynthe
Committee, provided that all such payments shathbde or denominated in United States dollarshéncase
of delivery of an uncertified check, no shares ldhalissued until the check has been paid in Riribr to the
issuance of shares of Common Stock upon the eren€ig stock option, a participant shall have gbts as a
shareholder

5.6Repricing.Except for adjustments pursuant to Section 4.5cboas permitted to be taken by the
Committee under Section 9.13(c) in the event ohar@e of Control, unless approved by the sharetolufe
the Company, (a) the exercise price for any outktenoption granted under this Plan may not be edeserd
after the date of grant and (b) an outstandingpaptiat has been granted under this Plan may sof, any
date that such option has a per share exercise it is less than the then current Fair Markdt®&/af a shar
of Common Stock, be surrendered to the Compangmrsideration for the grant of a new option witloaér
exercise price, shares of restricted stock, anrCatexk-Based Award (as defined in Section 7.Xash
payment or Common Stoc

5.7Incentive Stock Optionslotwithstanding anything in this Plan to the contrahe following
additional provisions shall apply to the grant tfc& options that are intended to qualify as inisenstock
options.

(a) Any incentive stock option authedzunder this Plan shall contain such other promsias the
Committee shall deem advisable, but shall in adires be consistent with and contain or be deemed to
contain all provisions required in order to quatify options as incentive stock optio

(b) All incentive stock options must brugted within ten years from the date on which Bien was
adopted by the Board of Directo
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(c) No incentive stock option shalldgranted to any participant who, at the time sudipogs
granted, would own (within the meaning of Secti@2 4f the Code) stock possessing more than 10% of
the total combined voting power of all classestotk of the employer corporation or of its parent o
subsidiary corporation; ar

(d) The aggregate Fair Market Valudddained with respect to each incentive stock opéie of
the time such incentive stock option is grantedhefCommon Stock with respect to which incentioelk
options are exercisable for the first time by dipgrant during any calendar year (under this Rlaany
other plan of the Company) shall not exceed $1@,00 the extent that such limitation is exceededh
options shall not be treated, for federal incomxepiarposes, as incentive stock optic

5.8Equity Maintenancdf a participant exercises an option during thentef his employment with the
Company, and pays the exercise price (or any pottiereof) through the surrender of shares of antshg
Common Stock owned by the participant, the Commitbay, in its discretion, grant to such participamt
additional option to purchase the number of shaf€mmon Stock equal to the shares of Common Stock
surrendered by such participant. Any such additiopdons granted by the Committee shall be exaldesat
the Fair Market Value of the Common Stock determhiag of the business day immediately preceding the
respective dates such additional options may betggaThe grant of such additional options under th
Section 5.8 shall be made upon such other terms@mditions as the Committee may from time to time
determine

6. Restricted Stock.

6.1Grant of Restricted Stockn award of restricted stock may be subject todatt@nment of specified
performance goals or targets, restrictions on feainforfeitability provisions and such other terarsd
conditions as the Committee may determine, sulbjettte provisions of this Plan. To the extent ietdd stock
is intended to qualify as performance based congtiemsunder Section 162(m), it must be grantedesailip
the attainment of performance goals as describ&ebation 8 and meet the additional requiremenisippsed
by Section 162(m’

6.2Restricted PeriodAt the time an award of restricted stock is made,Gommittee shall establish a
period of time during which the transfer of thergseaof restricted stock shall be restricted (thestRcted
Period”). Each award of restricted stock may hadédfarent Restricted Period. A Restricted Peribdtdeast
three years is required, except that if vestinthefshares is subject to the attainment of spegfeformance
goals, the Restricted Period may be one year oe niocremental periodic vesting of portions of dveard
during the Restricted Period is permitted. Unlebgmvise provided in the Incentive Agreement, tioen@ittee
may in its discretion declare the Restricted Petrgothinated upon a participastieath, disability, retirement
other termination by the Company and permit the saltransfer of the restricted stock. The expratf the
Restricted Period shall also occur as provided uSéetion 9.13 upon a Change of Control of the Camgy
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6.3Escrow.The participant receiving restricted stock shateeimto an Incentive Agreement with the
Company setting forth the conditions of the gr@sttificates representing shares of restricteckstball be
registered in the name of the participant and degmbsvith the Company, together with a stock poemiorsed
in blank by the participant. Each such certificsttall bear a legend in substantially the followfogn:

The transferability of this certificate and th@ses of Common Stock represented by it is subjettte
terms and conditions (including conditions of fadee) contained in the CenturyTel, Inc. 2002
Management Incentive Compensation Plan (the “Plant) an agreement entered into between the
registered owner and CenturyTel, Inc. thereundepi€s of this Plan and the agreement are on fide an
available for inspection at the principal officetbé Company

6.4Dividends on Restricted Stockny and all cash and stock dividends paid with eespo the shares
restricted stock shall be subject to any restmsion transfer, forfeitability provisions or reistment
requirements as the Committee may, in its disanefoescribe in the Incentive Agreeme

6.5Forfeiture.In the event of the forfeiture of any shares ofriet®d stock under the terms provided in
the Incentive Agreement (including any additiorter®s of restricted stock that may result from the
reinvestment of cash and stock dividends, if swigiex in the Incentive Agreement), such forfeitbdres sha
be surrendered and the certificates cancelled pahecipants shall have the same rights and pgese and be
subject to the same forfeiture provisions, wittpexgt to any additional shares received pursuagetdion 4.5
due to a recapitalization, stock split or otherrg®in capitalizatior

6.6Expiration of Restricted Periodlpon the expiration or termination of the RestiicReriod and the
satisfaction of any other conditions prescribedi®yCommittee or at such earlier time as proviaedrf
Section 6.2 and in the Incentive Agreement or aaradment thereto, the restrictions applicable tadséricted
stock shall lapse and a stock certificate for thenber of shares of restricted stock with respeuthiwh the
restrictions have lapsed shall be delivered, ffesdlsuch restrictions and legends other thandheguired by
law, to the participant or the particip’s estate, as the case may

6.7Rights as a ShareholdeBubject to the restrictions imposed under the temasconditions of this
Plan and subject to any other restrictions that beaynposed in the Incentive Agreement, each ppatit
receiving restricted stock shall have all the gbita shareholder with respect to shares of Confatock
during any period in which such shares are sultgefdrfeiture and restrictions on transfer, inchgliwithout
limitation, the right to vote such shar

7. Other Stock-Based Awards.

7.1Grant of Other Stock-Based Awar@ibject to the limitations described in Sectionhegeof, the
Committee may grant to eligible participants “OtB¢ock-Based Awards,” which shall consist of awaadker
than options or restricted sto
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provided for in Sections 5 and 6, the value oiclvhs based in whole or in part on the value @frsk of
Common Stock. Other Stodkased Awards may be awards of shares of Commork Stanay be denominat:
or payable in, valued in whole or in part by refere to, or otherwise based on or related to, sltdres
appreciation in the value of, Common Stock (inahggliwithout limitation, securities convertible or
exchangeable into or exercisable for shares of Cam8tock), as deemed by the Committee consistehttina
purposes of this Plan. The Committee shall detegrtfie terms and conditions of any Other Stock-Based
Award (including which rights of a shareholderarfy, the recipient shall have with respect to Comi&tock
associated with any such award) and may providestizh award is payable in whole or in part in cdsh
Other StockBased Award may be subject to the attainment dfi specified performance goals or targets a
Committee may determine, subject to the provisafrthis Plan. To the extent that an Other Stockelas
Award is intended to qualify as “performance-baseshpensation” under Section 162(m), it must be tgicn
subject to the attainment of performance goalseasribed in Section 8 and meet the additional requents
imposed by Section 162(rr

7.2Limitations.Other Stock-Based Awards granted under this Se€tisimall be subject to a vesting
period of at least three years, except that ifingsaf the award is subject to the attainment efcsed
performance goals, a minimum vesting period of yeer is allowed. Incremental periodic vesting oftioms
of the award over the required vesting period isnited. Notwithstanding the minimum vesting pesod
described in this Section 7.2, the Committee makenspecial grants of Other Stock-Based Awards with
respect to an aggregate of no more than 225,00@sb&Common Stock, as adjusted under Sectiorwhigh
special awards shall not be subject to any minineasting requirement

8. Section 162(m) Award3o the extent that shares of restricted stock beOBtockBased Awards granted under the Plan are inte
to qualify as “performance-based compensation” ugetion 162(m), the vesting, grant or paymersuah awards shall be conditioned on
the achievement of one or more performance goalsrarst satisfy the other requirements of Sectid(rt$. The performance goals pursuant
to which such awards shall vest, be granted oraie qut shall be any or a combination of the follagvperformance measures applied to the
Company, a subsidiary or a division: earnings pere, return on assets, an economic value addesumeeatockholder return, earnings,
return on equity, return on investment, cash predidy operating activities, increase in cash flowrease in revenues or operating revenues,
or customer growth. The performance goals may bgstto such adjustments as are specified in askvhy the Committee. For any
performance period, the performance objectives beagneasured on an absolute basis or relative toup @f peer companies selected by the
Committee, relative to internal goals or relativdevels attained in prior years.

9. General.

9.1Duration. Subject to Section 9.10, this Plan shall remaieffact until all Incentives granted under
this Plan have either been satisfied by the issuahshares of Common Stock or the payment of oasieen
terminated under the terms of tl
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Plan or the applicable Incentive Agreement ahceatrictions imposed on shares of Common Stock in
connection with their issuance under this Plan hapsed

9.2Transferability of IncentivedNo Incentive granted hereunder may be transfepledged, assigned
or otherwise encumbered by the holder thereof dx

(a) by will;
(b) by the laws of descent and distritoit
(c) pursuant to a domestic relations grde defined in the Code;

(d) in the case of stock options oiflpermitted by the Committee and so provided i lthcentive
Agreement or an amendment thereto, (i) to Immedtataily Members (as defined below), (ii) to a
partnership in which the participant and/or Immeglidamily Members, or entities in which the papasit
and/or Immediate Family Members are the sole owmaesnbers or beneficiaries, as appropriate, are the
sole partners, (iii) to a limited liability compairywhich the participant and/or Immediate Family
Members, or entities in which the participant andilomediate Family Members are the sole owners,
members or beneficiaries, as appropriate, aredleensembers, or (iv) to a trust for the sole beradfthe
participant and/or Immediate Family Members. “Immaéel Family Members” means the spouse and
natural or adopted children or grandchildren ofgiagticipant and their respective spouses. To xtené
that an incentive stock option is permitted tota@sferred during the lifetime of the participanghall be
treated thereafter as a r-qualified stock option

Any attempted assignment, transfer, pledge, gmattion or other disposition of an Incentive,emyl of
attachment or similar process upon the Incentitespecifically permitted herein, shall be null aradd and
without effect.

9.3Dividend Equivalentdn the sole and complete discretion of the Commjtéan Incentive may
provide the holder thereof with dividends or diidesquivalents, payable in cash, shares, otherigesior
other property on a current or deferred bz

9.4Effect of Termination of Employment or Dedththe event that a participant ceases to be an
employee of the Company for any reason, includiegtld, disability, early retirement or normal ratient, any
Incentives may be exercised, shall vest or shalirexat such times as may be determined by the Gtesan:
set forth in the Incentive Agreeme

9.5Additional Condition Anything in this Plan to the contrary notwithstamgti (a) the Company may, if
it shall determine it necessary or desirable fgr@ason, at the time of award of any Incentivéherissuance
of any shares of Common Stock pursuant to any hegrrequire the recipient of the Incentive, aadition
to the receipt thereof or to the receipt of shafgSommon Stock issued pursuant thereto, to detivéne
Company a written representation of present inbertid acquire the Incentive or the shares of Com8tork
issued pursuant thereto for his own account foestment and not for distribution; and (b) if at dinye the
Company further determines, in its sole discretibat the listing, registration «
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qualification (or any updating of any such docathef any Incentive or the shares of Common Steslable
pursuant thereto is necessary on any securitidgsaege or under any federal or state securitiesuergky law,
or that the consent or approval of any governmeaetallatory body is necessary or desirable as ditton of,
or in connection with the award of any Incentives tssuance of shares of Common Stock pursuargtther
the removal of any restrictions imposed on sucheshauch Incentive shall not be awarded or suareshof
Common Stock shall not be issued or such restnistghall not be removed, as the case may be, ifeveinan
part, unless such listing, registration, qualificat consent or approval shall have been effectabtained free
of any conditions not acceptable to the Comp.

9.6Incentive Agreementén Incentive under this Plan shall be subject thsierms and conditions, not
inconsistent with this Plan, as the Committee nrajts sole discretion, prescribe and set fortth Incentive
Agreement. Such terms and conditions may providéh® forfeiture of an Incentive or the gain asateul with
an Incentive under certain circumstances to béostt in the Incentive Agreement, including if tharticipant
competes with the Company or engages in otheriaesithat are harmful to the Company. All termd an
conditions of any Incentive shall be reflecteductsform of Incentive Agreement as is determinedhay
Committee. A copy of such document shall be pravitdethe participant, and the Committee may, betne
not, require that the participant duly execute deliver to the Company a copy of such documentamditior
precedent to the effectiveness of the grant ofrthentive. Such document is referred to in this:Ria an
“Incentive Agreeme” regardless of whether a particip’s signature is require

9.7Withholding.

(a) The Company shall have the righwitthhold from any payments or stock issuances utide
Plan, or to collect as a condition of payment, &xes required by law to be withhe

(b) Any participant may, but is not vegd to, satisfy his or her withholding tax obliga in whole
or in part by electing (the “Election”) to delivearrently owned shares of Common Stock or to hhge t
Company withhold from the shares the participahentise would receive shares of Common Stock
having a value equal to the minimum amount requiodae withheld. The value of the shares to be
delivered or withheld shall be based on the FairkeiValue of the Common Stock on the date that the
amount of tax to be withheld shall be determinéeé (fTax Date”).Each Election must be made prior to
Tax Date. The Committee may disapprove of any Electnay suspend or terminate the right to make
Elections, or may provide with respect to any Inisenthat the right to make Elections shall notlgpp
such Incentive

9.8No Continued Employmemio participant under this Plan shall have any rigbtause of his or her
participation, to continue in the employ of the Gxamy for any period of time or to any right to aaoe his or
her present or any other rate of compensa
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9.9Deferral PermittedPayment of cash or distribution of any shares ah@on Stock to which a
participant is entitled under any Incentive shallhbade as provided in the Incentive Agreement. lRaymay
be deferred at the option of the participant ifyided in the Incentive Agreemel

9.10Amendment or Discontinuance of this Pl&ahe Board may amend or discontinue this Plan at any
time; provided, howeve, that no such amendment m.

(a) without the approval of the shatdbars, (i) increase, subject to adjustments peeahitterein, the
maximum number of shares of Common Stock that neagdued through this Plan, (ii) materially ince
the benefits accruing to participants under th@éP(iii) materially expand the classes of persaitgble tc
participate in this Plan, or (iv) amend Sectionts.@ermit repricing of options, «

(b) materially impair, without the cems of the recipient, an Incentive previously geahtexcept
that the Company retains all rights under Sectid @ereof

9.11Definition of Fair Market ValueWhenever the “Fair Market Value” of Common Stocksome
other specified security must be determined foppses of this Plan, it shall be determined asvdlq() if the
Common Stock or other security is listed on anldistaed stock exchange or any automated quotayistes
that provides sale quotations, the closing saleedor a share thereof on such exchange or quotayistem on
the applicable date and if shares are not tradesioin day, on the next preceding trading dateif tine
Common Stock or other security is not listed on exghange or quotation system, but bid and askedsare
guoted and published, the mean between the quatexhd asked prices on the applicable date and i&id
asked prices are not available on such day, ondgkepreceding day on which such prices were avaijand
(iii) if the Common Stock or other security is megularly quoted, the fair market value of a shhezeof on
the applicable date as established by the Commirttgeod faith.

9.12Loans.In order to assist a participant in acquiring seareCommon Stock pursuant to an Incentive
granted under this Plan, the Committee may autepatzeither the time of the grant of the Incentatehe time
of the acquisition of Common Stock pursuant toltieentive, or at the time of the lapse of restoics on
shares of restricted stock granted under this Rtenextension of a loan to the participant byG@oenpany. Th
terms of any loans, including the interest ratdateral and terms of repayment, will be subjedhi® discretiol
of the Committee. The maximum credit available bader shall be equal to the aggregate purchase @iite
shares of Common Stock to be acquired pursuahetincentive plus the maximum tax liability thatyrize
incurred in connection with the Incentiy

9.13Change of Control
(a) A Change of Control shall me

() the acquisition by any person oféfcial ownership of 30% or more of the outstagdin
shares of the Common Stock or 30% or more o
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combined voting power of CenturyTel's then outsliag securities entitled to vote generally in the
election of directorsprovided, howevethat for purposes of this subsection (i), the fwilng
acquisitions shall not constitute a Change of Gin

(A) any acquisition (other than a Besis Combination (as defined below) which
constitutes a Change of Control under Section 8){i} hereof) of Common Stock directly frc
the Company

(B) any acquisition of Common Stock bg thompany

(C) any acquisition of Common Stockany employee benefit plan (or related trust)
sponsored or maintained by the Company or any catipa controlled by the Company,

(D) any acquisition of Common Stockéy corporation pursuant to a Business
Combination that does not constitute a Change oti@bunder Section 9.13(a)(iii) hereof;

(i) individuals who, as of January 1020 constituted the Board of Directors of Centuty(flee
“Incumbent Board”) cease for any reason to coristia least a majority of the Board of Directors;
provided, howevethat any individual becoming a director subsequessuch date whose election, or
nomination for election by CenturyTel's sharehofjevas approved by a vote of at least two-thirds o
the directors then comprising the Incumbent Boaaldl$e considered a member of the Incumbent
Board, unless such individualinitial assumption of office occurs as a restihmactual or threaten
election contest with respect to the election araeal of directors or other actual or threatened
solicitation of proxies or consents by or on belo&lh person other than the Incumbent Boarc

(iif) consummation of a reorganizatishare exchange, merger or consolidation (includimg
such transaction involving any direct or indiregbsidiary of CenturyTel) or sale or other dispasiti
of all or substantially all of the assets of then@any (a “Business Combinationfrovided,
howeverthat in no such case shall any such transactiostitote a Change of Control if immediately
following such Business Combinatic

(A) the individuals and entities whore¢he beneficial owners of CenturyTel’s
outstanding Common Stock and CenturyTel’s votingugées entitled to vote generally in the
election of directors immediately prior to such Bess Combination have direct or indirect
beneficial ownership, respectively, of more thafe5f the then outstanding shares of common
stock, and more than 50% of the combined votinggyayf the then outstanding voting securities
entitled to vote generally in the election of dimes of the surviving or successor corporation, or,
if applicable, the ultimate parent company thef#ud “ Pos-Transaction Corporatic’), and
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(B) except to the extent that such awhip existed prior to the Business Combination, no
person (excluding the Post-Transaction Corporaimhany employee benefit plan or related
trust of either CenturyTel, the Post-TransactiompBoation or any subsidiary of either
corporation) beneficially owns, directly or inditBc 20% or more of the then outstanding shares
of common stock of the corporation resulting framsls Business Combination or 20% or mor
the combined voting power of the then outstandioiing securities of such corporation, ¢

(C) at least a majority of the membmfrthe board of directors of the Post-Transaction
Corporation were members of the Incumbent Boatbeatime of the execution of the initial
agreement, or of the action of the Board of Direstproviding for such Business
Combination; o

(iv) approval by the shareholders ohtDeyTel of a complete liquidation or dissolutioh o
CenturyTel.

For purposes of this Section 9.13, the term ‘@@&rshall mean a natural person or entity, andl stisd
mean the group or syndicate created when two oemersons act as a syndicate or other group (imgjy
without limitation, a partnership or limited partabip) for the purpose of acquiring, holding, spmbsing
of a security, except that “person” shall not imigan underwriter temporarily holding a securityspant
to an offering of the securit

(b) Upon a Change of Control of theetyfescribed in clause (a)(i) or (a)(ii) of this @t 9.13 or
upon the approval by the Board of Directors of @gyifel of any Change of Control of the type desedib
in clause (a)(iii) or (a)(iv) of this Section 9.1d8| outstanding Incentives granted pursuant te Bian shall
automatically become fully vested and exercisalegstrictions or limitations on any Incentivésai
automatically lapse and, unless otherwise providede applicable Incentive Agreement, all perfonca
criteria and other conditions relating to the paghwd Incentives shall be deemed to be achievedadrec
by CenturyTel without the necessity of action by arerson

(c) No later than 30 days after a CleaoigControl of the type described in subsecti@)g)(or (a)
(ii) of this Section 9.13 and no later than 30 dafgsr the approval by the Board of a Change oftfobof
the type described in subsections (a)(iii) or ()@f this Section 9.13, the Committee, actingténsiole
discretion without the consent or approval of aastipipant (and notwithstanding any removal or
attempted removal of some or all of the membensetifeas directors or Committee members), may act to
effect one or more of the alternatives listed belich may vary among individual participants and
which may vary among Incentives held by any indialdparticipant

(i) require that all outstanding opsasr Other Stock-Based Awards be exercised onforéa
specified date (before or after such Change of ©Yrfixed by the Committee, after which specified
date all unexercise
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options and Other Sto-Based Awards and all rights of participants thedeurshall terminate

(i) make such equitable adjustmentst@ntives then outstanding as the Committee deems
appropriate to reflect such Change of Control (jted, however, that the Committee may determine
in its sole discretion that no adjustment is neaggs

(i) provide for mandatory conversionexchange of some or all of the outstanding ogtiar
Other Stock-Based Awards held by some opaiticipants as of a date, before or after sucm@Gaa
Control, specified by the Committee, in which evemth options and Other StoBlased Awards sh:
be deemed automatically cancelled and the Comgaadl/sy, or cause to be paid, to each such
participant an amount of cash per share equaktexbess, if any, of the Change of Control Value of
the shares subject to such option or Other Stode@8@&ward, as defined and calculated below, over
the per share exercise price of such options opé¢neshare exercise or base price of such OthekSto
Based Awards or, in lieu of such cash paymentighigance of Common Stock or securities of an
acquiring entity having a Fair Market Value equastich excess,

(iv) provide that thereafter, upon a&xgrcise of an option or Other Stock-Based Awaad th
entitles the holder to receive Common Stock, thddrashall be entitled to purchase or receive under
such option or Other Stock-Based Award, in liethaf number of shares of Common Stock then
covered by such option or Other Stock-Based Awidwelnumber and class of shares of stock or othe
securities or property (including, without limitati, cash) to which the holder would have been
entitled pursuant to the terms of the agreementigirey for the reorganization, share exchange,
merger, consolidation or asset sale, if, immedygbelor to such Change of Control, the holder had
been the record owner of the number of shares ofrian Stock then covered by such option or
Other Stoc-Based Award

(d) For the purposes of conversionsxmhanges under paragraph (iii) of Section 9.13(e),

“Change of Control Value” shall equal the amourtedained by whichever of the following items is
applicable:

() the per share price to be paiddtilars of Common Stock in any such merger, conattd
or other reorganizatiol

(ii) the price per share offered to hotdef Common Stock in any tender offer or exchawifer
whereby a Change of Control takes place

(i) in all other events, the fair rkat value of a share of Common Stock, as deterntgetie
Committee as of the date determined by the Comeniittdve the date of conversion or exchal
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(e) In the event that the consideratifiared to shareholders of CenturyTel in any taation
described in this Section 9.13 consists of anythitgr than cash, the Committee shall determinésine
cash equivalent of the portion of the consideratifiared that is other than ca:

*kkkkk*k

IN WITNESS WHEREOF, the undersigned Secretary of CenturyTel, Inc. heoeltifies that the foregoing CenturyTel 2002
Management Incentive Compensation Plan was (i)metended to the Board of Directors of CenturyTet, [the “Board”) by its
Compensation Committee at a meeting of the Compiens@ommittee duly held on February 25, 2002,gpproved by the Board at a
meeting duly held on February 26, 2002, and (ppr@ved by the affirmative vote of the holders ohajority of the voting power present at

the 2002 Annual Meeting of Shareholders of the Camycheld on May 9, 2002.

[SIGNATURE BLOCK INTENTIONALLY OMITTED]
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INDEX TO FINANCIAL INFORMATION
December 31, 2001

The materials included in this Appendix C are egtet from Items 7, 7A and 8 of the Company’s AnReglort on Form 10-K for the
year ended December 31, 2001, which the Compasdilth the Securities and Exchange Commissionanehvil5, 2002. On March 1
2002, the Company agreed to sell its wireless lassiio an affiliate of Alltel Incorporated for $5.6illion of cash, subject to certain
adjustments, all of which is described furtherhie Company’s Current Report on Form 8-K dated Mar®h2002 and filed with the
Securities and Exchange Commission on March 222 2Réference is made to the Form 10-K and the &{OR for additional information
about the business and operations of the Comparyjta pending acquisitions and dispositions.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Results of Operations
Overview

CenturyTel, Inc. and its subsidiarie®(tompany”) is a regional integrated communicaioompany engaged primarily in providing
local exchange, wireless, long distance, Interneéss and data services to customers in 21 states.

On July 31, 2000 and September 29, 28@fiiliates of the Company acquired over 490,008pkbne access lines and related local
exchange assets in Arkansas, Missouri and Wiscdrgim affiliates of Verizon Communications Inc. (¥izon”) for an aggregate of
approximately $1.5 billion cash. The operationshelse acquired properties are included in the Cogipaesults of operations beginning on
the respective dates of acquisition. See Acquisstiand Note 2 of Notes to Consolidated Financiale®tents for additional information.

On May 14, 1999, the Company sold sultistiiynall of its Alaska-based operations servippeximately 134,900 telephone access
lines and 3,000 cellular subscribers. On June 99 1he Company sold the assets of its Brownsaitie McAllen, Texas cellular operations
serving approximately 7,500 cellular subscriband-¢bruary 2000, the Company sold the assets mdntaining Alaska cellular operations
serving approximately 10,600 cellular subscrib&te operations of these disposed properties algded in the Company’s results of
operations up to the respective dates of dispasitio

During the three years ended Decembe?2@11, the Company has acquired and sold varidwey operations, the impact of which has
not been material to the financial position or tessaf operations of the Company.
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The net income of the Company for 200% $@43.0 million, compared to $231.5 million duri2@00 and $239.8 million during 1999.
Diluted earnings per share for 2001 were $2.41 eegpto $1.63 in 2000 and $1.70 in 1999.

Year Ended December 31,

2001 2000 1999

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

Operating incom:

Telephone $ 423,42( $ 376,29( $ 351,55¢
Wireless 112,40: 117,86! 133,93(
Other 22,09¢ 31,25¢ 22,58(
557,91¢ 525,41: 508,06

Nonrecurring gains and losses, 199,97: 20,59: 62,80¢
Interest expens (225,52) (183,307 (150,55)
Income from unconsolidated cellular entit 27,46( 26,98¢ 27,67t
Minority interest (11,817 (10,209 (27,917
Other income and expen 5,041 6,69¢ 9,19(
Income tax expens (210,024 (154,71) (189,509
Net income $ 343,03: $ 231,47: $ 239,76¢
| | |

Basic earnings per she $ 24: $ 1.6t $ 1.7z
| | |

Diluted earnings per sha $ 241 $ 168 $ 1.7C
| | |

Average basic shares outstand 140,74: 140,06 138,84t
| | |

Average diluted shares outstand 142,30° 141,86« 141,43.
| | |

During the three years ended Decembe?2@11, the Company has recorded certain nonreguitdms. Net income (and diluted
earnings per share) excluding nonrecurring item2@91, 2000 and 1999 was $225.7 million ($1.52288 million ($1.61), and
$238.3 million ($1.69), respectively. The followingconciliation table shows how the amounts ofousiline items reported under generally
accepted accounting principles were impacted bgetti@nrecurring items.
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Year Ended December 31,

2001 2000 1999

(Dollars, except per share
amounts, in thousands)

Operating income, as report $ 557,91¢ $ 525,41 $ 508,06
Less: Nonrecurring operating expenSes (2,000 (504) (2,749
Operating income, excluding nonrecurring ite $ 559,91¢ $ 525,91° $ 510,81
| | |
Nonrecurring gains and losses, net, as rept $ 199,97: $ 20,59: $ 62,80¢
Less nonrecurring item
Gain on sale of asse 243,65t 20,59: 62,80¢
Write down of no-operating asse (43,685 — —
Nonrecurring gains and losses, net, excluding ramring items $ — $ — $ —
| | |
Income from unconsolidated cellular entities, gmoreed $ 27,46( $ 26,98¢ $ 27,67¢

Less nonrecurring item
Proportionate share of nonrecurring charges recddbogieentities il
which the Company owns a minority inter (10,059 (5,330 (6,860
Compan’s share of gain on sale of ass 2,16¢ — —

Income from unconsolidated cellular entities, egahg

nonrecurring item $ 35,35( $ 32,31¢ $ 34,53t
| | |
Minority interest, as reporte $ (11,81) $ (10,209 $ (27,919
Less: Minority interest effect of gain on sale e$ais 13 — (14,92¢)
Minority interest, excluding nonrecurring iter $ (11,799  $ (10,207 $ (12,98))
| | |
Other income and expense, as repa $ 5,041 $ 6,69¢ $ 9,19
Less nonrecurring item
Costs associated with unsolicited takeover prog (6,000 — —
Settlement of interest rate hedge contr — (7,949 —
Other income and expense, excluding nonrecurrams $ 11,04: $ 14,64: $  9,19(
| | |
Income tax expense, as repor $(210,02)  $(154,71) $(189,50))
Less: Tax effect of nonrecurring iter (66,699 (4,16€) (36,82)
Income tax expense, excluding nonrecurring it $(143,327)  $(150,54% $(152,68)
| | |
Net income, as reporte $ 343,03: $231,47: $ 239,76¢
Less: Effect of nonrecurring iten 117,371 2,64¢ 1,45
Net income, excluding nonrecurring itel $ 225,66 $ 228,82¢ $ 238,31
| | |
Basic earnings per share, as repo $ 24: $ 1.6t $ 1.7z
Less: Effect of nonrecurring iten .83 .02 .01
Basic earnings per share, excluding nonrecurremgs $ 1l.6C $ l.6: $ 171
| | |
Diluted earnings per share, as repo $ 241 $ l.6: $ 1.7C
Less: Effect of nonrecurring iten .82 .02 .01
Diluted earnings per share, excluding nonrecuritegs $ 1.5¢ $ 161 $ 1l.6¢




(1) Nonrecurring operating expenses for 2001 relagxpenses incurred as the result of an ice st

For additional information concerning thenrecurring items described in the above table;'Nearecurring Gains and Losses, Net”,
“Income from Unconsolidated Cellular Entities”, “Mirity Interest”, and “Other Income and Expense”.

C-5




Table of Contents

Contributions to operating revenues aperating income by the Company’s telephone, wisetgsl other operations for each of the
years in the thre-year period ended December 31, 2001 were as fsllow

Year Ended December 31,

2001 2000 1999
Operating revenue
Telephone operatior 71.1% 67.%% 67.2%
Wireless operation 20.7% 24.(% 25.2%
Other operation 8.2% 8.1% 7.€%
Operating incom:
Telephone operatior 75.%% 71.€% 69.2%
Wireless operation 20.1% 22.0% 26.4%
Other operation 4.C% 6.C% 4.4%

In August 2001, the Company announcetlithgexploring the potential separation of itseless business from its other operations.

In addition to historical information, managementiiscussion and analysis includes certain forwardking statements regarding
events and financial trends that may affect the @amy’s future operating results and financial pasit Such forward-looking statements are
subject to uncertainties that could cause the Camjsaactual results to differ materially from sustatements. Such uncertainties include but
are not limited to: the Company'’s ability to efigety manage its growth, including integrating ngvalcquired businesses into the Company’s
operations, successfully financing and timely comsiating pending acquisitions, hiring adequate nursibé qualified staff and successfully
upgrading its billing and other information systertige results of the Comparsyeffort to separate its wireless operations; tis&s inherent i
rapid technological change; the effects of ongathgnges in the regulation of the telecommunicatiodastry; the effects of greater than
anticipated competition in the Company’s marketssgible changes in the demand for, or pricing leé, Company’s products and services;
the Company’s ability to successfully introduce peaduct or service offerings on a timely and ceffective basis; and the effects of more
general factors such as changes in interest rategeneral market or economic conditions or in &afion, regulation or public policy. The
and other uncertainties related to the businessdmscribed in greater detail in Item 1 to the Comya Annual Report on Form 10-K for the
year ended December 31, 2001. You are cautionetbrpdaice undue reliance on these forw-looking statements, which speak only as o
date of this report. The Company undertakes nayahtin to update any of its forward-looking statesefor any reason.

Telephone Operations

The Company conducts its telephone ofrain rural, suburban and small urban communitiezl states. As of December 31, 2001,
approximately 87% of the Company’s 1.8 million asxénes were in Wisconsin, Arkansas, Washingtoissburi, Michigan,
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Louisiana, Colorado, Ohio, and Oregon. The opegatvenues, expenses and income of the Compangfshtane operations for 2001, 2000
and 1999 are summarized below.

Year Ended December 31,

2001 2000 1999

(Dollars in thousands)
Operating revenue

Local service $ 491,52 $ 408,53¢ $ 353,53
Network acces 874,45¢ 727,79 654,00
Other 139,74¢ 117,63: 118,57!
1,505,73: 1,253,96! 1,126,11.

Operating expenst
Plant operation 380,46t 290,06: 251,70
Customer operatior 117,08( 105,95( 88,55:
Corporate and othe 186,48: 163,76: 160,63:
Depreciation and amortizatic 398,28 317,90t 273,66¢
1,082,31: 877,67 774,55
Operating incomi $ 423,42 $ 376,29( $ 351,55¢
| | |

Local service revenuekocal service revenues are derived from the morghdyision of local exchange telephone servicetbén
Company’s service areas. Of the $83.0 million (28).&crease in local service revenues in 2001, B@8llion was due to the acquisition of
the Verizon properties in 2000. The remaining $8ilBon increase was due to a $6.9 million incredse to increased rates in certain
jurisdictions and an increase in the average numbenstomer access lines in incumbent marketsaz®®@ 9 million increase due to t
increased provision of custom calling featuresth®@f$55.0 million (15.6%) increase in local servieeenues in 2000, $46.5 million was due
to the acquisition of the Verizon properties, whiehs partially offset by a $14.4 million decreagelzutable to the sale of the Company’s
Alaskabased operations in the second quarter of 1999ré&rhaining $22.9 million increase was due to a $hllion increase in the avera
number of customer access lines in incumbent madmd a $5.4 million increase due to the increasedsion of custom calling features.
Access lines declined 0.2% during 2001. Internakas line growth during 2000 and 1999 was 2.8%4a8ih, respectively. The decline in
internal access line growth during 2001 is subsiytdue to the slowing growth in the Company’'svéee areas due to general economic
conditions and disconnecting customers for nonpayme

Network access revenudgetwork access revenues are primarily derived febiarges to long distance companies and other cestom
for access to the Company’s local exchange cafti&fC”) networks in connection with the completion of istate or intrastate long distar
telephone calls. Certain of the Companiyiterstate network access revenues are baseditd@d access charges filed directly with the Fat
Communications Commission (“FCC"); the remaindeswth revenues are derived under revenue shariagg@ments with other LECs
administered by the National Exchange Carrier Aigdion. Intrastate network access revenues aredbaséariffed access charges filed with
state regulatory agencies or are derived undenteveharing arrangements with other LECs.
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Network access revenues increased $Mllian (20.2%) in 2001 and $73.8 million (11.3%)2000 due to the following factors:

2001 2000
Increase Increase
(Decrease) (Decrease)

(Dollars in thousands)

Acquisitions of Verizon properties in third quar900 $139,86¢ $ 75,93¢
Increased recovery from the federal Universal SerfAund “USF”) 8,507 15,75
Disposition of Alaska propertie — (23,349

Partial recovery of increased operating costs gjina@venue sharing
arrangements with other telephone companies, iseteminutes of use,

increased recovery from state support funds andremn rate bas 13,20¢ 3,631
Revision of prior year revenue settlement agrees (16,87¢) 4,22¢
Other, ne’ 1,96( (2,419

$146,66: $ 73,79«
| I

Other revenue<ther revenues include revenues related to (i)igaselling, installing, maintaining and repairiogstomer premise
telecommunications equipment and wiring (“CPE sms1), (ii) providing billing and collection sendés for long distance carriers and
(iii) participating in the publication of local dictories. Other revenues increased $22.1 millic0dd, primarily due to a $20.5 million
increase attributable to revenues contributed byvérizon properties. The remainder of the incréag®01 was due primarily to a
$7.0 million increase in revenues from CPE servipeisnarily due to an increase in rates) which wasdially offset by a $5.0 million
decrease in billing and collection revenues. Otheenues decreased $941,000 in 2000, primarily@ae$6.3 million decrease due to the
of the Alaska properties and a $5.4 million decedfasm the provision of CPE services, which beeefin 1999 from sales to customers
readying their equipment for the Year 2000. Sudreieses were substantially offset by a $10.8 miliwrease attributable to revenues
contributed by the Verizon properties.

Operating expensePlant operations expenses during 2001 and 2008ased $90.4 million (31.2%) and $38.4 million (25)2
respectively. Of the $90.4 million increase in 20$87.3 million was attributable to the properéesjuired from Verizon. The remaining
$3.1 million increase was primarily due to a $6illiom increase in salaries and benefits, a $2.figniincrease in network operations
expenses and a $2.6 million increase in digitakstiber line (“DSL") expenses. Such increases wsatustantially offset by a $9.9 million
decrease in engineering expenses. Of the $38.ibmiticrease in 2000, $44.8 million was attributatal the properties acquired from
Verizon, which was partially offset by a $13.0 moill decrease due to the sale of the Alaska pr@seffihe remaining $6.6 million increase
was primarily due to a $4.7 million increase ires@s and benefits and a $2.4 million increasestwork operations and engineering
expenses.

Customer operations, corporate and atRpenses increased $33.9 million (12.6%) in 20@L%#0.5 million (8.2%) in 2000. Of the
$33.9 million increase in 2001, $42.5 million relatto the Verizon properties. The remaining $8.fianidecrease in 2001 was primarily due
to a $4.3 million decrease in the provision for lodul accounts and a $3.1 million decrease in dpegdaxes. Of the $20.5 million increase
2000, $34.0 million related to the Verizon propestiwhich was partially offset by an $11.4 millidecrease due to the sale of the Alaska
properties in 1999. The remaining $2.1 million dee in 2000 was primarily due
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to a $5.6 million decrease in contract labor expensimarily associated with nonrecurring costsiired in 1999 attributable to readying the
Company'’s system to be Year 2000 compliant and8a? ®illion decrease in operating taxes. Such dese®were partially offset by a
$7.7 million increase in the provision for doubthdcounts and a $2.4 million increase in infornratechnology expenses.

Depreciation and amortization increas@@d.4 million (25.3%) and $44.2 million (16.2%) i0@L and 2000, respectively. Of the
$80.4 million increase in 2001, $65.2 million wasikutable to the properties acquired from VeriZamich included $14.7 million of
amortization of goodwill) and the remainder wasnaiily due to higher levels of plant in service.t®é $44.2 million increase in 2000,
$44.6 million was attributable to the propertiegured from Verizon (which included $8.5 million afmortization of goodwill) and
$11.8 million was primarily due to higher levelsmént in service. Such increases were partialiyedfoy a $10.6 million reduction resulting
from the sale of the Company’s Alaska propertiexl#sive of acquisitions, depreciation expenseudetl nonrecurring additional
depreciation charges approved by regulators imireprisdictions which aggregated $4.1 millior2@00. The composite depreciation rate
the Company’s regulated telephone properties, dtietuthe additional depreciation charges, was &@%2001, 7.2% for 2000 and 7.0% for
1999.

Other.For additional information regarding certain mattdrat have impacted or may impact the Companiéptbene operations, see
Regulation and Competition.

Wireless Operations and Income from Unconsolidate@ellular Entities

Year Ended December 31,

2001 2000 1999

(Dollars in thousands)

Operating incom— wireless operation $112,40: $117,86¢ $133,93(
Minority interest — wireless operations, exclusofehe effect of

asset sales in 19¢ (11,510 (11,599 (12,91)
Income from unconsolidated cellular entit 27,46( 26,98¢ 27,67t

$128,35.  $133,25!  $148,69:

The Company’s wireless operations (diseddelow) reflect 100% of the results of operatiohthe cellular entities in which the
Company has a majority ownership interest. The nitjninterest owners’ share of the income of suctities is reflected in the Company’s
Consolidated Statements of Income as an experiséinority interest.” See Minority Interest for addinal information. The Company’s
share of earnings from the cellular entities inakhit has less than a majority interest is accalifide using the equity method and is reflected
in the Company’s Consolidated Statements of Incionilncome from unconsolidated cellular entitieS&e Income from Unconsolidated
Cellular Entities for additional information.
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Wireless Operations

All of the Company’s wireless operati@me located in Michigan, Louisiana, Wisconsin, Misgppi, Texas and Arkansas. The
operating revenues, expenses and income of the @uorigowireless operations for 2001, 2000 and 198%ammarized below.

Year Ended December 31,

2001 2000 1999

(Dollars in thousands)
Operating revenue

Service $336,85(  $328,95¢  $305,00¢
Roaming 90,19: 99,79: 106,48t
Equipment sale 10,92: 14,82 10,771

437,96! 443,56 422,26¢

Operating expenst

Cost of equipment sol 23,45 30,06« 21,40¢
System operatior 75,62¢ 69,64: 56,86¢
General, administrative and customer ser 85,46 78,081 79,56¢
Sales and marketir 74,67( 82,67 61,90:
Depreciation and amortizatic 66,34¢ 65,23¢ 68,59

325,56:- 325,70: 288,33

Operating incomi $112,40:  $117,86'  $133,93(

Operating revenueservice revenues include monthly service fees foviding access and airtime to customers and événue.
Roaming revenues include service fees for providingme to other carriers’ customers roaming tiglothe Company’s service areas.

The $7.9 million increase in service maves in 2001 was due primarily to an increaseemilimber of customers and increased mir
of use per customer, both of which were partiaffget by reduced rates. The $9.6 million decreaseaming revenues in 2001 was due to a
reduction in roaming rates (which was partiallysetfby an increase in roaming minutes of use) vandard trend in rates that the Company
anticipates will continue in the near future. Of $24.0 million increase in service revenues in02@31.6 million was due to growth in the
number of customers and increased minutes of useugtomer, both of which were partially offsetriegluced rates. Such increase was
partially offset by an $8.0 million decrease dud¢ht® sale of the Texas and Alaska cellular proper®Of the $6.7 million decrease in roaming
revenues in 2000, $3.2 million was due to a reduadi roaming rates (which was partially offsetebyincrease in roaming minutes of use).
The remainder of the decrease in roaming revemu2800 was due to the sale of the Texas and Alesskalar properties in mid-1999.
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The following table illustrates the gréwmih the Company’s wireless customer base in itoritg-owned markets:

Year Ended December 31,

2001 2000 1999
Customers at beginning of peri 751,20( 707,48¢ 624,29(
Gross units added interna 316,35: 339,24° 240,08
Disconnectt 270,21: 284,88 146,32!
Net units added internal 46,14( 54,36 93,75¢
Effect of property dispositior — (10,659 (10,567)
Customers at end of peri 797,34( 751,20( 707,48t
Average monthly churn rate (excluding prepaid congics) 2.32% 1.95% 2.02%

The average monthly revenue (excludingmgent sales) per customer declined to $46 di2é@l from $49 in 2000 and $53 in 1999
primarily due to reductions in service rates chdrgethe Company’s customers and reductions in lgnates charged to other cellular
operators. The average monthly revenue per custisnegpected to further decline (i) as competipvessures (including those causing
further reductions in service rates) from currerd &uture wireless communications providers intgnand (ii) as the Company continues to
receive pressure from other cellular operatorgtluce roaming rates. The Company is respondingdio sompetitive pressures by, among
other things, modifying certain of its price plarsd implementing certain other plans and promotisame of which are likely to result in
lower average revenue per customer.

During 2001 the Company added approximaké, 700 net contract customers while the prepagtomer base declined by 1,560
customers. The Company will continue to focus odiragl contract customers while decreasing its faruprepaid plans for future customer
growth. At December 31, 2001, over 90% of the Camgfsawireless customers were contract customers.

Operating expense&.ost of equipment sold decreased $6.6 million @. 2001 primarily due to a decrease in the nunolb@hones
sold and a decrease in the average cost per wst.df equipment sold increased $8.7 million (40.492000 primarily due to an increase in
the number of phones sold and an increase in a@e@s} per unit primarily due to a higher perceetafydigital phones sold.

System operations expenses increasecddiion (8.6%) in 2001 primarily due to a $6.5 fiwh increase in network costs and cell site
expenses associated with operating a greater nuofilsefl sites and a $3.3 million increase in tleé @amounts paid to other carriers for ser
provided to the Company’s customers who roam irother carriers’ service areas. Such increases pagtally offset by a $2.2 million
decrease in toll costs. System operations expémsesased $12.8 million (22.5%) in 2000 primarilyecto a $5.9 million increase associated
with operating a greater number of cell sites afd.& million increase in the net amounts paidtteocarriers for service provided to the
Company'’s customers who roam in the other carreslice areas.

Exclusive of cell sites in its PCS maskéhe Company operated 739 cell sites at DeceBhe&2001 in entities in which it had a
majority interest, compared to 667 at Decembe2B0P and 639 at December 31, 1999.
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General, administrative and customeriserexpenses increased $7.4 million (9.5%) in 2@0Which $3.7 million was due to an
increase in customer service and retention cost$ar® million was attributable to an increasehia provision for doubtful accounts. Gene
administrative and customer service expenses detleil .5 million (1.9%) in 2000, of which $3.3 noill was attributable to a decrease in
operating taxes and $1.5 million was due to the shthe Alaska and Texas properties. Such deseese partially offset by a $2.2 million
increase in the provision for doubtful accounts.

Sales and marketing expenses decreasedrfiion (9.7%) in 2001 due primarily to a $2.8llion decrease in advertising and sales
promotion expenses; a $2.1 million decrease irssadenmissions paid to agents due to a decreake mumber of units sold; and a
$1.1 million decrease in costs associated withatpey a fewer number of retail locations. Sales matdketing expenses increased
$20.8 million (33.6%) in 2000 due primarily to a8.6 million increase in advertising and sales pribomexpenses; a $5.2 million increase in
sales commissions paid to agents due to an inchedise number of units sold; and a $4.2 millioorgase in costs incurred in selling prod
and services in retail locations primarily due toircrease in the number of retail locations.

Depreciation and amortization increased $nillion in 2001 primarily due to a higher lewslplant in service. Depreciation and
amortization decreased $3.4 million (4.9%) in 20&@marily due to the sale of the Alaska and Texaxperties.

Other.For additional information regarding certain mattdrat have impacted or may impact the Company’sless operations, see
Regulation and Competition.

Other Operations

Other operations includes the resultsparations of subsidiaries of the Company whichnateincluded in the telephone or wireless
segments including, but not limited to, the Compampn-regulated long distance operations, Inteopetrations, call center operations
(which ceased operations in the third quarter @20competitive local exchange carrier (“CLEC)esgtions, fiber network business and
security monitoring operations. The operating ressn expenses and income of the Company’s otheatigres for 2001, 2000 and 1999 are
summarized below.

Year Ended December 31,

2001 2000 1999

(Dollars in thousands)
Operating revenue

Long distanc $117,36.  $104,43" $ 83,087
Internet 39,057 23,49: 16,81¢
Other 17,35 20,46: 28,38:

173,77: 148,38t 128,28t

Operating expenst
Cost of sales and operating exper 142,91¢ 112,21¢ 99,15!
Depreciation and amortizatic 8,75¢ 4,911 6,557

151,67: 117,13( 105,70¢

Operating incom: $ 22,09¢  $ 31,25¢ $ 22,58(
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Long distance revenues increased $121bm{12.4%) and $21.3 million (25.7%) in 2001 a2@00, respectively, due primarily to the
growth in the number of customers and increasedit@inof use, primarily due to penetration of theix markets acquired in 2000. The
number of long distance customers as of Decemhe2®11, 2000, and 1999 was 465,870, 363,300, aB¥30, respectively. Internet
revenues increased $15.6 million (66.3%) in 200tharily due to a $12.6 million increase due to gttown the number of customers
(including growth in the Company’s DSL product afifg) and a $1.8 million increase due to Interngrations acquired in mid-2000.
Internet revenues increased $6.7 million (39.7%80A0 primarily due to a $6.9 million increase dogrowth in the number of customers
and a $1.4 million increase due to Internet openatacquired in late 1999 and n#660. Such increases were partially offset by &8 $dllion
decrease due to the sale of the Company’s Alagkanket operations in mid-1999. Other revenues dedl$3.1 million and $7.9 million in
2001 and 2000, respectively, primarily due to tteped phase-out of the Company’s third party aafiter operations during 2000.

Cost of sales and operating expensesased $30.7 million (27.4%) in 2001 primarily do€i} a $23.5 million increase in expenses
related to the provision of Internet access pripatiie to the expansion of the Company’s DSL prodffering, (i) an increase of
$9.3 million in expenses of the Company’s longatise operations primarily due to an increase imthmaber of customers and an increase in
marketing expenses, and (iii) an $8.3 million ire due to the expansion of the Company’s CLEbasi Such increases were partially
offset by a $6.5 million reduction in expenses thuthe winding down of the Company’s third partyl canter operations during 2000.

Cost of sales and operating expensesg@ @000 increased $13.1 million (13.2%) primarilledo an increase of $12.3 million in
expenses of the Company’s long distance operagiongrily due to increased minutes of use due tmarease in the number of customers
which was partially offset by reduced rates; a $8ilion increase in expenses associated with edipgrnthe Company’s Internet operations
and a $3.4 million increase in expenses primatilg tb start-up costs of the Company’s CLEC busir@ssh increases were partially offset
by a $9.0 million reduction in expenses due to wigdlown the Company'’s third party call center @pens during 2000 and a $2.4 million
decrease due to the 1999 sale of the Company’'«alasernet operations.

Depreciation and amortization increase® $nillion in 2001 primarily due to increased depation expense in the Company’s Internet
and fiber network businesses. Depreciation and #wation decreased $1.6 million in 2000 primarilyedo the write down of assets of the
call center operations to estimated net realizahlee in 1999.

The Company incurred combined operatirggés in 2001 of $16.5 million in its CLEC and fibetwork businesses and expects to
incur a combined operating loss ranging from $1$20 million in 2002 related to these operations.

Certain of the Company'’s service subsid&provide managerial, operational, technicatpaating and administrative services, along
with materials and supplies, to the Company'’s tedeye subsidiaries. In accordance with regulatocpawting, intercompany profit on
transactions with regulated affiliates has not beleminated in connection with consolidating theuks of operations of the Company. When
the regulated operations of the
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Company no longer qualify for the application oatement of Financial Accounting Standards No. Atcbunting for the Effects of Certain
Types of Regulation” (“SFAS 71"such intercompany profit will be eliminated in safgent financial statements, the primary resulttuth
will be a decrease in operating expenses applidatite Company’s telephone operations and anasera operating expenses applicable to
the Company'’s other operations. The amount of dot@pany profit with regulated affiliates which wast eliminated was approximately
$22.0 million, $17.1 million and $14.0 million ir0@1, 2000 and 1999, respectively. For additionfalrination applicable to SFAS 71, see
Regulation and Competition — Other Matters and Ndtef Notes to Consolidated Financial Statements.

Nonrecurring Gains and Losses, Net

In 2001, the Company’s aggregate faveraloinrecurring gains and losses were $200.0 millite Company recorded a e gain o
approximately $185.1 million ($117.7 million aftexx; $.83 per diluted share) due to the sale d?38 licenses to Leap Wireless
International, Inc. (“Leap”). In conjunction withe sale of licenses to Leap, the Company also dedaa pre-tax charge of $18.2 million
($11.6 million after-tax; $.08 per share) due t® Write-down in the value of certain non-operatisgets. Also during 2001, the Company
recorded a pre-tax gain on the sale of its remgishares of llluminet Holdings, Inc. (“llluminettpmmon stock aggregating $54.6 million
($35.5 million after-tax; $.25 per diluted sharajla pre-tax gain of $4.0 million ($2.6 million efttax; $.02 per diluted share) on the sale of
certain other assets.

Additionally in 2001, the Company recatd@e-tax charges of $25.5 million ($16.6 milliditea-tax; $.12 per diluted share) due to the
write-down in the value of certain non-operatingdstments in which the Company owns a minorityregge

In 2000, the Company recorded pre-targiaggregating $20.6 million. Approximately $9.9liom ($5.2 million after tax; $.04 per
diluted share) was due to the sale of the asse¢ledfompany’s remaining Alaska cellular operatiand approximately $10.7 million
($6.4 million after tax; $.05 per diluted share)swhue to the sale of the Company’s minority inteires non-strategic cellular partnership.

In 1999, the Company recorded pre-targaggregating $62.8 million. Approximately $39.#ion of the pre-tax gains ($7.8 million
after-tax loss; $.05 per diluted share) was dubecsale of the Comparg/Brownsyville and McAllen, Texas cellular propestidpproximatel’
$10.4 million of the pre-tax gains ($6.7 milliortexftax; $.04 per diluted share) was due to the aathe Company’s remaining common
shares of MCIWorldCom, Inc. The remainder of thengén 1999 was primarily due to an $11.6 millimefax gain ($7.6 million after tax;
$.05 per diluted share) due to the sale of the Gmy's shares of common stock of Telephone and Bgstems, Inc.

Certain other nonrecurring items for tiheee year period ended December 31, 2001 aretedén other line items of the Company’s
consolidated financial statements. See Income fdmconsolidated Cellular Entities, Minority Intergstd Other Income and Expense.
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Interest Expense

Interest expense increased $42.2 millio2001 compared to 2000 primarily due to an inseeia interest expense related to outstan
indebtedness incurred to acquire the Verizon ojmerst

Interest expense increased $32.7 miltio2000 primarily due to $41.5 million in interestpense related to the Verizon acquisition
indebtedness and a $6.8 million increase causdigher interest rates. Such increases were pgroéet by interest expense reductions
primarily due to a decrease in outstanding indei#ssd exclusive of debt associated with the Veramuisitions.

Income from Unconsolidated Cellular Entities

Earnings from unconsolidated cellulaiteg, net of the amortization of associated godigimcreased $474,000 (1.8%) in 2001 and
decreased $689,000 (2.5%) in 2000. The $474,008ase in 2001 was primarily due to (i) the Compamybportionate share ($5.3 million)
of non-cash charges recorded in the first quaft@000 by two cellular entities in which the Compawns a minority interest, (ii) a
$2.2 million favorable adjustment related to thengan the sale of PCS licenses to Leap by a celeitity in which the Company owns a
minority interest, and (iii) a $3.1 million increadue to increased earnings of certain cellulatiesnin which the Company owns a minority
interest. Such increases were offset by a $10liomilinfavorable noreash, nonrecurring charge that was recorded in B9Gicellular entit
in which the Company owns a minority interest.

The $689,000 decrease in 2000 was priyndwie to (i) the Company’s proportionate share3$aillion) of non-cash, nonrecurring
charges that were recorded in 2000 by cellulatieatin which the Company owns a minority inter@sd (i) a $2.3 million decrease due to
decreased earnings of certain cellular entitieghith the Company owns a minority interest. Sucatreleses were offset by a $6.9 million
non-cash charge recorded in 1999 by cellular estiti which the Company owns a minority interest.

Minority Interest

Minority interest is the expense recorgdhe Company to reflect the minority interestnans’ share of the earnings of the Company’s
majority-owned subsidiaries. Minority interest inased $1.6 million in 2001 compared to 2000 dumamily to increased profitability of
certain of the Company’s majority-owned and opetatetities.

Minority interest decreased $17.7 millduring 2000 compared to 1999 primarily due torthieority partners’ share of the gain on sale
of assets of the Brownsville and McAllen, Texadudat properties recorded in 1999. Excluding tHedfof this gain, minority interest
decreased $2.8 million primarily due to the decedawofitability of the Company’s majority-owneddaaperated cellular entities
($1.3 million) and due to the minority partnersash of the loss incurred by certain of the operatiacquired from Verizon by CenturyTel's
majority-owned affiliates ($1.6 million).
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Other Income and Expense

Other income and expense decreased $illidnnn 2001 compared to 2000 primarily due taGénillion of costs incurred in 2001
associated with responding to an unsolicited tagepvoposal and to other expense increases. T€deeXpense increases were partially
offset by a favorable comparison to expenses i 2@ben the Company recorded a $7.9 million chagetgted to the settlement of certain
interest rate hedge contracts entered into in atiiorewith financing the Verizon acquisitions.

Other income and expense decreased $iftiGnn 2000 compared to 1999 primarily due te 7.9 million charge related to the
settlement of certain interest rate hedge contextitsred into in connection with financing the en acquisitions. Such decrease was
partially offset by a $4.1 million increase in irgst income.

Income Tax Expense

The Company’s effective income tax rags\88.0%, 40.1% and 44.1% in 2001, 2000 and 1@8pectively. Exclusive of the effect of
income tax expense on asset sales, the effectbomia tax rate was 39.0%, 39.9% and 39.0% in 20000 and 1999, respectively.

Acquisitions

On July 31, 2000 and September 29, 2@ffiliates of the Company acquired over 490,008pbbne access lines and related assets
from Verizon in four separate transactions for agpnately $1.5 billion in cash. Under these tratisas:

e On July 31, 2000, the Company purchased ajppeirly 231,000 telephone access lines and relatadi
exchange assets comprising 106 exchanges throughkarisas for approximately $842 million in ca

* On July 31, 2000, Spectra Communications Graug (“Spectra”) purchased approximately 127,000
telephone access lines and related local exchasgsacomprising 107 exchanges throughout Mis$owri
approximately $297 million cash. As of December&101, the Company owns 75.7% of Spectra, whict
organized to acquire and operate these Missoupigpties. At closing, the Company made a prefercgty
investment in Spectra of approximately $55 mill{@rhich represented a 57.1% interest) and financed
substantially all of the remainder of the purchasee. In the first quarter of 2001, the Companycpased
an additional 18.6% interest in Spectra for $47illion.

* On September 29, 2000, the Company purchggaddmately 70,500 telephone access lines anteckela
local exchange assets comprising 42 exchangesghooti \Wisconsin for approximately $197 million
in cash.

* On September 29, 2000, Telephone USA of Wisitoih . LC (“TelUSA”) purchased approximately 62,900
telephone access lines and related local exchasgtsacomprising 35 exchanges throughout Wiscdosin
approximately $172 million in cash. The Company s\W88% of TelUSA, which was organized to acquire
and own these Wisconsin properties. At closingdbepany made an equ

C-16




Table of Contents

investment in TelUSA of approximately $37.8 noilliand financed substantially all of the remairafehe
purchase price

To finance these acquisitions on a stesrts basis, the Company borrowed $1.157 billioradloating-rate basis under its $1.5 billion
credit facility with Bank of America, N.A. and Qiank, N.A. and borrowed $300 million on a floatirage basis under its 1997 credit facility
with Bank of America, N.A.

On October 19, 2000, the Company issi€d $nillion of 8.375% Senior Notes, Series H, dagé® and $400 million of 7.75%
Remarketable Senior Notes, Series |, due 2012 @rdmarketing date of October 15, 2002) unde$at8 billion shelf registration statement
filed in May 2000. The net proceeds of approxima$g08 million (excluding the Company’s paymentapproximately $12.3 million
associated with related interest rate hedging) weeel to repay a portion of the $1.457 billion ggegate indebtedness the Company
incurred under its credit facilities in connectiwith the Verizon acquisitions.

In October 2001, the Company entered dietiinitive agreements to purchase from affiliai€¥erizon assets comprising all of
Verizon's operations in Missouri and Alabama forl¥D billion cash. For additional information redtto these acquisitions, see Liquidity
and Capital Resources — Financing Activities.

Critical Accounting Policies

Revenue recognitioi©ertain of the Company’s telephone subsidiarieigyaate in revenue sharing arrangements with dilephone
companies for interstate revenue and for certamastate revenue. Under such sharing arrangemeitsh are typically administered by
guasi-governmental agencies, participating teleptemmpanies contribute toll revenue or access ekanithin state jurisdictions and access
charges in the interstate market. These revenegscaled by the administrative agencies and usegintburse exchange carriers for their
costs. Typically, participating companies have 2#hths to update or correct data previously subthithes a result, revenues earned through
the various sharing arrangements are initially réed based on the Compagsgstimates. Historically, revisions of previougereue estimate
as a percentage of consolidated revenues haveeantrhaterial.

Accounting for the Effects of Regulatidine Company’s regulated telephone operations dnjesuto the provisions of SFAS 71.
Property, plant and equipment of the Company’s leggd telephone operations has been depreciated th& straight line method over lives
approved by regulators; such lives have generatigeded the depreciable lives used by nonreguéattities. In addition, in accordance with
SFAS 71, retirements of regulated telephone prggeate been charged to accumulated depreciationgatith the costs of removal, less
salvage, with no gain or loss recognized. Theskipslhave resulted in accumulated depreciationgosignificantly less than if the
Company’s telephone operations had not been reglilat

Statement of Financial Accounting Stadda¥o. 101, “Regulated Enterprises — Accountinglier Discontinuance of Application of
FASB Statement No. 71" (“SFAS 101"), specifies #oeounting required when an enterprise ceases &b time criteria for application of
SFAS 71. SFAS 101 requires the elimination of tiects of any actions of regulators that have breengnized as assets and liabilities in
accordance with
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SFAS 71 but would not have been recognized assaasgdtliabilities by non-regulated enterprisesnglaith an adjustment of certain
accumulated depreciation accounts to reflect tfferdnce between recorded depreciation and the anwdulepreciation that would have b
recorded had the Company'’s telephone operationbe®t subject to rate regulation. SFAS 101 funpinevides that the carrying amounts of
property, plant and equipment are to be adjustédtorthe extent the assets are impaired and mairment shall be judged in the same
manner as for noregulated enterprises. Deferred tax liabilities daterred investment tax credits will be impactaddd on the change in 1
temporary differences for property, plant and emépt and accumulated depreciation.

The Company is monitoring the ongoinglaapility of SFAS 71 to its regulated telephoneeggtions by, among other things, asses
the extent of its interstate and intrastate openatthat are subject to various forms of altermatagulation instead of traditional rate of return
regulation. It is possible that changes in regafatlegislation or competition or in the demandriegulated services or products could rest
the Company’s telephone operations no longer bsimhgect to SFAS 71 in the near future. When thelleggd operations of the Company no
longer qualify for the application of SFAS 71, thet adjustments required may result in a mater@icash charge against earnings which
would be reported as an extraordinary item. Foulagry purposes, the accounting and reportingp@fGompanys telephone subsidiaries v
not be affected by the discontinued applicatioSBAS 71.

The properties to be acquired from Vanizn2002 are not expected to be accounted forruhe@eprovisions of SFAS 71.

Long-lived assetd hrough December 31, 2001, in accordance with Si@té of Financial Accounting Standards No. 121,¢éunting
for the Impairment of Long-lived Assets and for Igelived Assets to be Disposed of,” (“SFAS 121") ttaerying value of long-lived assets,
including property, plant and equipment and alledajoodwill, was reviewed for impairment at leastwally, or whenever events or changes
in circumstances indicated that such carrying valas not recoverable, by assessing the recoveyabilsuch carrying value through
estimated undiscounted future net cash flows erplect be generated by the assets or the acquistadss. Effective January 1, 2002, the
Company will be required to test for impairment entivo new accounting standards, Statement of EinbAccounting Standards No. 142,
“Goodwill and Other Intangible Assets” (“SFAS 1428nd Statement of Financial Accounting Standardsi¥4, “Accounting for the
Impairment or Disposal of Long-Lived Assets” (“SFA84").

SFAS 142 requires goodwill recorded isibhass combinations to be reviewed for impairmedtr@quires write-downs only in periods
in which the recorded amount of goodwill exceedsftir value. Under SFAS 142, impairment of gootiwill be tested by comparing the
fair value of the reporting unit to its carryingly@ (including goodwill). Estimates of the fair ual of the reporting unit will be based on
valuation models using techniques such as multipiesrnings. If the fair value of the reportingtus less than the carrying value, a second
calculation is required in which the implied faalue of goodwill is compared to its carrying vallfehe implied fair value of goodwill is less
than its carrying value, goodwill must be writtemah to its implied fair value. The Company is ie ghrocess of determining the impact, if
any, of the transitional goodwill impairment rulefsSFAS 142.

C-18




Table of Contents

Under SFAS 144, the carrying value ofgldived assets other than goodwill is reviewedifiopairment by assessing the recoverability
of the carrying value through estimated undiscodimiet cash flows expected to be generated by getsadf the undiscounted net cash flows
are less than the carrying value, an impairmerstfasuld be measured as the excess of the carrging vf a long-lived asset over its fair
value.

For additional information on the Compargritical accounting policies, see Accounting fyoncements and Regulation and
Competition — Other Matters, and the footnoteim@ompany’s consolidated financial statements.

Accounting Pronouncements

Effective January 1, 2001, the Compamypéed Statement of Financial Accounting Standards183, “Accounting for Derivative
Instruments and Hedging Activities” (“SFAS 133"EA&S 133 established accounting and reporting stalsdar derivative instruments and
for hedging activities by requiring that entitiecognize all derivatives as either assets or iteslat fair value on the balance sheet. The
Company had no derivative instruments outstandidguauary 1, 2001 and thus no transition adjustwastrecorded upon adoption of
SFAS 133.

As of December 31, 2001, the Companydadtanding an interest rate swap relating to $188llion of floating rate debt designed to
eliminate the variability of cash flows in the pagmt of interest related to such debt. Under SFAS it Company does not expect
fluctuations in the fair value of the swap to beareled in its statements of income. In additior, @ompany has from time to time entered
into interest rate hedge contracts in anticipatiboertain debt issuances to manage interest xpiesere. The Company does not utilize
derivative financial instruments for trading or ettspeculative purposes.

In July 2001, the Financial Accountingu8tards Board issued Statement of Financial Acoagi@tandards No. 141, “Business
Combinations” (“SFAS 141") and SFAS 142. SFAS 1dquires all business combinations consummated Aifter 30, 2001 to be accounted
for under the purchase method of accounting; tling of interests method is no longer permittelAS 142 requires goodwill recorded in a
business combination to be reviewed for impairnagmat would be written down only in periods in whitle recorded amount of goodwiill
exceeds its fair value. Effective January 1, 2@92tematic amortization of goodwill is no longequ@ed. The Company’s amortization of
goodwill for the year ended December 31, 2001 ¢otapproximately $69.2 million. The applicatiortioé transitional goodwill impairment
rules of SFAS 142 is not expected to have a méatgffiect on the results of operations of the Conypan

In October 2001, the Financial Account8tgndards Board issued SFAS 144, which replacé$3R1, and supersedes the accounting
and reporting provisions related to discontinuedrapons under Accounting Principles Board Opirfim 30. SFAS 144 addresses financial
accounting and reporting for the impairment or d&g of long-lived assets and also broadens thatiag of discontinued operations to
include all components of an entity with operatitimest can be distinguished from the rest of théyeanhd that will be eliminated from the
ongoing operations of the entity in a disposalgeantion. The provisions of SFAS 144 are effectorefihancial statements issued for fiscal
years beginning afte
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December 15, 2001. The adoption of SFAS 144 ierpécted to have a material effect on the res@ilbperations of the Company.
Inflation

The effects of increased costs histdydave been mitigated by the Company’s abilitygoover certain costs applicable to its
regulated telephone operations through the ratangakocess. While the rate-making process doeg@whit the Company to immediately
recover the costs of replacing its physical plrg, Company has historically been able to recajghege costs over time. Possible future
regulatory changes may alter the Company’s aliityecover increased costs in its regulated omerstiFor additional information regarding
the current regulatory environment, see Regulatizth Competition. As operating expenses in the Coyipaon-regulated lines of business
increase as a result of inflation, the Companyhéoextent permitted by competition, recovers &by increasing prices for its services
equipment.

Market Risk

Approximately 90% of the Company’s lorgrh debt obligations are fixed rate. At December28D1, the fair value of the Company’s
long-term debt was estimated to be $3.0 billioredasn the overall weighted average rate of the Gmylg long-term debt of 6.7% and an
overall weighted maturity of 10 years comparecetons and rates currently available in long-ternarficing markets. For purposes hereof,
market risk is estimated as the potential decrgafar value of the Company’s long-term debt réisigl from a hypothetical increase of
67 basis points in interest rates (which represtemtpercent of the Company’s overall weighted agerborrowing rate). Such an increase in
interest rates would result in approximately a 836illion decrease in fair value of the Compangsd-term debt. As of December 31, 2001,
the Company owed $353.0 million of debt on a flogtrate basis.

As of December 31, 2001, the Companydadtanding an interest rate swap relating to $181llion of its floating rate debt designed
to eliminate the variability of cash flows in thayment of interest related to such debt. UnderaWigp, which expires in August 2002, the
Company realizes a fixed effective rate of 4.845% weceives or makes settlement payments basedthp@month London InterBank
Offered Rate, with settlement and rate reset datdsee-month intervals through the expiratioredat

Other

The Company is in the process of develgjin integrated billing and customer care sysféhe.costs to develop such system have
been capitalized in accordance with Statement sitiea 98-1, “Accounting for the Costs of CompuSaftware Developed or Obtained for
Internal Use,” and aggregated $139.5 million atéeber 31, 2001. Such costs are expected to aggrapptoximately $200 million upon
completion (which is expected to occur in early 208nd are expected to be amortized over a twesdy-period.

Liquidity and Capital Resources

Excluding cash used for acquisitions,@menpany relies on cash provided by operationsduige for its cash needs. The Company’s
operations have historically provided
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a stable source of cash flow which has helped tvafgainy continue its long-term program of capitgbiovements.

Operating activitiesNet cash provided by operating activities was $6@8illion, $562.5 million and $408.7 million in 2002000 and
1999, respectively. The Company’s accompanying @areged statements of cash flows identify majdfetlences between net income and
net cash provided by operating activities for eafkcthose years. For additional information relatinghe telephone operations, wireless
operations and other operations of the CompanyRssalts of Operations.

Investing activitiesNet cash provided by (used in) investing activities $(275.7) million, $(1.914) billion and $69.8lmn in 2001,
2000 and 1999, respectively. Cash used for acprisitvas $47.1 million in 2001, $1.541 billion iGAD (substantially all of which relates to
the Verizon acquisitions) and $21.0 million in 198%oceeds from the sales of assets were $168iamii 2001 compared to $29.5 million
in 2000 and $484.5 million in 1999. Capital expemets for 2001 were $351.0 million for telephonermgions, $71.2 million for wireless
operations and $84.5 million for other operatiddapital expenditures during 2000 and 1999 were $d8llion and $390.0 million,
respectively. In connection with the sale of P@8riises to Leap in 2001, the Company received ab $8ilion promissory note, all of whic
was subsequently collected during 2001.

Financing activitiesNet cash provided by (used in) financing activitiess $(395.4) million in 2001, $1.314 billion inG®and
$(427.6) million in 1999. Net payments of debt 002 were $375.6 million, which reflects utilizatiohcash received from asset sales. Net
proceeds from the issuance of debt was $1.34@mitluring 2000 primarily due to an increase in bwings due to the purchase of assets
from Verizon. Net payments of debt were $422.9iomlin 1999.

On July 31, 2000 and September 29, 2@ffiliates of the Company acquired over 490,008pbbne access lines and related assets
from Verizon in four separate transactions for agpnately $1.5 billion in cash. See Acquisitiongidsote 2 of Notes to Consolidated
Financial Statements for additional information.firmnce these acquisitions on a shertn basis, the Company borrowed $1.157 billiora
floating-rate basis under its $1.5 billion creditifity with Bank of America, N.A. and Citibank, AL, and borrowed $300 million on a
floating-rate basis under its 1997 credit facilitigh Bank of America, N.A.

On October 19, 2000, the Company issi€d $nillion of 8.375% Senior Notes, Series H, dag&® and $400 million of
7.75% Remarketable Senior Notes, Series |, due git2 a remarketing date of October 15, 2002) uride$2.0 billion shelf registration
statement filed in May 2000. The net proceeds pf@axdmately $908 million (excluding the Companyayments of approximately
$12.3 million associated with related interest faeging) were used to repay a portion of the $1bilion of aggregate indebtedness the
Company incurred under its credit facilities in nention with the Verizon acquisitions.

In second quarter 2001, the Company cetadlthe sale of 30 PCS (Personal Communicationsc8goperating licenses for an
aggregate of $195 million to Leap. The Companyixetkapproximately $108 million of the purchasecprin cash at closing and the
remainder was collected in installments throughftlueth quarter of 2001 under the terms of a preomg note. In third quarter 2001, the
Company sold its remaining shares of its
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investment in llluminet common stock for an aggtegs approximately $58.2 million. Proceeds froragh sales were used to repay
indebtedness.

On October 22, 2001, the Company entereddefinitive agreements to purchase from ati@gaof Verizon assets comprising all of
Verizon's local telephone operations in Missourd @&labama. In exchange, the Company has agreeaytagproximately $2.159 billion in
cash, subject to certain adjustments which arexpécted to be material. Under each definitive egent, the Company has agreed to pay
Verizon 10% of the transaction consideration if puechase is not consummated under certain spacifieditions, including the Company’s
incapacity to finance the transaction. The acqoisstare subject to the receipt of various statefaderal regulatory approvals and other
closing conditions. The Company’s financing plaresraot yet complete and will be dependent uporCitimpany’s review of its alternatives
and market conditions.

The properties to be acquired are culresutbject to price-cap regulation for interstategmses, and the Company has no plans to
change this. Because most of the Company’s otlegttiene properties are subject to rate-of-retugnlegion, the Company’s plans to retain
price-cap regulation for the acquired propertiel i@guire it to seek a waiver of the FCC'’s “allmothing” regulation that generally require:
rate-of-return company acquiring a price-cap comyparconvert all of its operations to price-capulagion. Although the FCC has granted
similar waivers to other carriers over the pastpdewf years, no assurances can be provided tha&t@C will grant a waiver to the Company.
The Company'’s failure to obtain this waiver wouttlarsely impact the financial benefits that the @any anticipates receiving in
connection with its purchases of the Verizon prtpsr

For additional information on these pagdVerizon acquisitions, see Item 1 of the Compsyinual Report on Form 10-K for the
year ended December 31, 20

Other.Budgeted capital expenditures for 2002 total $316am for telephone operations, $65 million forrefess operations and
$45 million for other operations. The Company dpttes that capital expenditures in its telephguerations will continue to include the
installation of fiber optic cable and the upgradaigts plant and equipment, including its digisatitches, to provide enhanced services,
particularly in its newly acquired markets. Capéapenditures in the wireless operations are ergect continue to focus on constructing
additional cell sites (which will provide additidreapacity and expanded areas where cellular phmagsbe used) and providing digital
service.

The Company continually evaluates thesiiilty of acquiring additional telecommunicatiooperations and expects to continue its
long-term strategy of pursuing the acquisition tbfaective communications properties in exchangecésh, securities or both. The Company
generally does not announce its acquisitions urtés entered into a preliminary or definitive @gment. Over the past few years, the amount
and size of communications properties availablegt@urchased by the Company has increased sulfitarnthe Company may require
additional financing in connection with any suclgaisitions, the consummation of which could haweaterial impact on the Company’s
financial condition or operations. Approximatelg4nillion shares of CenturyTel common stock and,200 shares of CenturyTel preferred
stock remain available for future issuance in catina with acquisitions under CenturyTel’s acquisitshelf registration statement.
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The following table contains certain inf@mtion concerning the Company’s material contralobbligations as of December 31, 2001.

Payments Due by Period

Lessthan 1 After
Total Contractual Obligations Total Year 1-3 Years 4-5 Years 5 Years

(Dollars in thousands)

Long-term debt, including current maturiti $3,043,33. $ 955,83 $141,54¢ $360,39¢ $1,585,55!
Verizon purchase price obligatit $2,159,001 $2,159,00! $ — $ — $ —

As of December 31, 2001, the Companyamaaggregate of $499.1 million of debt outstandinder a credit facility and a note that
expires or becomes due in August 2002 and hasditicahl $400 million in bonds that must be mandétaedeemed by the Company in
October 2002 if the remarketing dealer for thesedsadoes not purchase and remarket the bonds andzewe with a remarketing agreement.
The Company intends to refinance such debt on@gterm basis.

As of December 31, 2001, the Companyéwdlable $470.1 million of undrawn committed bdinlkes of credit and the Company’s
telephone subsidiaries had available for use $128l®n of commitments for long-term financing frothe Rural Utilities Service and Rural
Telephone Bank. In addition, in October 2000 thenBany implemented a commercial paper program thtabaizes the Company to have
outstanding up to $1.5 billion in commercial papeany one time. As of December 31, 2001, the Compad outstanding $23.0 million
under such program. The Company also has accesbt@nd equity capital markets, including its Shegistration statements.

Moody'’s Investors Service (“Moody’s”) et CenturyTel's long-term debt rating Baa2 (wistable outlook) and Standard & Poor’s
(“S&P”) rates CenturyTel’s long-term debt BBB+ (tvih negative outlook). The Company’s commerciakpgpogram is rated P2 by
Moody’s and A2 by S&P.

The following table reflects the Compangebt to total capitalization percentage and m@tiwarnings to fixed charges and preferred
stock dividends as of and for the years ended DbeefiL.:

2001 2000 1999
Debt to total capitalizatio 57.(% 63.1% 53.7%
Ratio of earnings to fixed charges and preferredkstividends 3.4C 3.07 3.7¢5
Ratio of earnings, excluding nonrecurring itemdjsted charges and preferred

stock dividend: 2.57 3.01 3.4t

Regulation and Competition

The communications industry continuearidergo various fundamental regulatory, legislatbmmpetitive and technological changes.
These changes may have a significant impact ofuthee financial performance of all communicatia@snpanies.

Events affecting the communications indudimy1996, the United States Congress enacted tleed@munications Act of 1996 (the
“1996 Act”), which obligates LECs to permit comgets to interconnect their facilities to the LE@'stwork and to take various other steps
that are designed to promote competition. The 1886rovides certain
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exemptions for rural LECs such as those operatatidoCompany. Under the FCC’s August 1996 ordetempnting most of the 1996 Act’'s
interconnection provisions, rural LECs have thedearof proving the availability of these exemptions

Prior to and since the enactment of ®9@61Act, the FCC and a number of state legislaive regulatory bodies have also taken ste
foster local exchange competition. Coincident whitls recent movement toward increased competitamnbdeen the gradual reduction of
regulatory oversight of LECs. These cumulative gfesnhave led to the continued growth of variouspammes providing services that
compete with LECs’ services. Wireless servicestiestare also expected to increasingly compete h#iGs.

As mandated by the 1996 Act, in May 2884 FCC modified its existing universal servicemap mechanism for rural telephone
companies. The FCC adopted an interim mechanism fioe-year period, effective July 1, 2001, basacembedded, or historical, costs that
will provide predictable levels of support to rulatal exchange carriers, including substantiadllpfthe Company’s local exchange carriers.
The Company estimates (based on current operattomsurrent nationwide average cost per loop dnerdactors) that such ruling will
increase the Company'’s level of universal servigepsrt receipts by approximately $7 million on amaalized basis compared to previous
levels. During 2001 the Company'’s revenues fronfdéderal universal service fund totaled approxidya$d68.7 million (which includes
$21.6 million from the Verizon properties acquiied®000). During 2000, such revenues totaled $146lkbn (which includes $8.3 million
from the Verizon properties.)

On October 11, 2001, the FCC modifiedrnterstate access charge rules and universaksesupport system for rate of return local
exchange carriers, which includes all of the Comgfsalocal exchange carriers. This order, amongratfiags, (i) increases the caps on the
subscriber line charges (“SLC”) to the levels paydmost subscribers nationwide; (ii) allows limitSC deaveraging, which is expected to
enhance the competitiveness of rate of returnerarbly giving them pricing flexibility; (iii) lowes per minute rates collected for federal ac
charges, which might increase competition with @gyitel’s long distance operations to the extent othererarseek to take advantage of
change; (iv) creates a new explicit universal sErgupport mechanism that will replace other inifplicpport mechanisms in a manner
designed to ensure that rate structure changestdaffiact the overall recovery of interstate acaasss by rate of return carriers serving high
cost areas and (v) terminates the FCC's proceattirthe represcription of the authorized rate afnrefor rate of return LECs, which will
remain at 11.25%. The Company expects the ordee implemented on a revenue neutral basis forstatr purposes, although there can be
no assurance to this effect. Other proposals stéxinid the FCC by the Multi-Association Group reyenating rural carriers were rejected or
deferred for additional comment.

Recent events affecting the Compddyring the last few years, several states in whiehCompany has substantial operations took
legislative or regulatory steps to further introdwompetition into the LEC business. The numbeoafipanies which have requested
authorization to provide local exchange servicshexCompany’s service areas has increased in rgearg, especially in the newly-acquired
Verizon markets, and it is anticipated that simélation may be taken by others in the future.

C-24




Table of Contents

State alternative regulation plans rdgeadopted by certain of the Company’s LECs hasge alfected revenue growth recently.
Although the Company believes that these plans lmedfavorable in the future as additional revenueashs are added and cost efficiencies
are obtained, there can be no assurance that torrénure alternative regulation plans will netluce future revenue growth.

Certain long distance carriers contimuesguest that the Company reduce intrastate ataef$ed rates for certain of its LECs. There
no assurance that these requests will not resodtdanced intrastate access revenues in the futuegldition, the Company continues to rec
pressure from other cellular operators to redueening rates in the Company’s cellular marketsebponse, the Company anticipates that it
will continue to enter into agreements that witluee its roaming rates from current levels. The Gany further anticipates that the adverse
impact of reduced roaming rates may be partialigetfby increased roaming traffic.

In August 2001, the Company was awaraeithirim access rate increase by the WPSC fofottmeer Verizon properties in Wisconsin
in an amount of approximately $7.9 million annuafiych rates are subject to refund pending an @stablishing permanent rates.

On October 31, 2001, the WPSC approveermanent rate increase of $8.3 million annualhtfie local exchange properties that the
Company acquired from Ameritech in December 19%& WPSC ordered the Company to refund a portiorb (tlllion) of the previously
approved interim rates. Such refund had the effeatone-time reduction in revenue of approxima&390,000 as the Company was not
recognizing 100% of the interim rates as revenepagately, the WPSC ordered the Company to refaddrdmillion related to access chat
collected from interexchange carriers on the forfmeritech properties from December 1998 througb02@uch ruling was upheld upon
appeal in Wisconsin State Court. The Company ieatily appealing this ruling to the State of WissionCourt of Appeals. If this appeal is
unsuccessful, the Company will have to record atone charge of $.03 per share.

In August 2001, the Arkansas Public titiCommission (“APUC") approved tariff amendmeritattlimit the number of minutes
included for a flat rate in certain optional cajjiplans in certain of the acquired Verizon markéisce fully implemented in January 2002,
Company anticipates that these tariff revisions rgifluce the level of its operating expenses by@apmately $20 million annually.

On March 13, 2002, the Arkansas CouAmbeals vacated two orders issued by the APUC imection with the Company’s
acquisition of its Arkansas’ LECs from Verizon inly) 2000, and remanded the case back to the APUfTifther hearings. The Court took
these actions in response to challenges to the ttaéeCompany has charged other LECs for intrastaitehed access service. The Company
intends to move for a rehearing of the Court’s sieai, and is currently evaluating the legal anarfitial implications of the Court’s decision.

Competition to provide traditional telepie services has thus far affected large urbars &oem greater extent than rural, suburban and
small urban areas such as those in which the Coyfgpteiephone operations are located. AlthoughQbmpany does not believe that the

C-25




Table of Contents

increased competition it has thus far experiensdittély to materially affect it in the near terthe Company anticipates that regulatory
changes and competitive pressures may resultimegfuevenue reductions. While the Company expextslephone revenues to continue to
grow, its internal telephone revenue growth ratedtarted to slow in recent years and may contiosow during upcoming periods.

The Company’s wireless operations arg¢estitho increased competition from large wireleagiers offering nationwide calling plans.
The Company does not offer a nationwide callingh@athis time and may be hindered in its abilitxcompete for customers seeking these
plans. Additionally, several wireless carriers htaken initial steps to abandon the TDMA standaelduby the Company and to provide
enhanced “next generation” wireless services uttlizlifferent technologies. If the Company electgsdntinue to use the TDMA standard or
to forego implementation of enhanced wireless sesjithere can be no assurance that the Compdriyevéble to receive support from
vendors or to compete effectively against competitsing different technologies or offering morevazes. For these and other reasons, in
August 2001, the Company announced that it is ekgldhe potential separation of its wireless bassfrom its other operations.

Other mattersThe Company’s regulated telephone operations dijesuto the provisions of SFAS 71, under which@wmpany is
required to account for the economic effects ofrtite-making process, including the recognitiodepreciation of plant and equipment over
lives approved by regulators. The ongoing appliggtnf SFAS 71 to the Compang'regulated telephone operations is being monitdueckc
the changing regulatory, competitive and legistwvironments. When the regulated operationseo€bmpany no longer qualify for the
application of SFAS 71, the net adjustments reguinay result in a material, extraordinary, nonoasrge against earnings. The propertit
be acquired from Verizon in 2002 are not expeabeloet accounted for under the provisions of SFASSEE Note 14 of Notes to Consolidated
Financial Statements for additional information.

The Company has certain obligations baseftderal, state and local laws relating to tfatqetion of the environment. Costs of
compliance through 2001 have not been materialtfem@ompany currently has no reason to believiestinzh costs will become material.
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QUANTITATIVE AND QUALITATIVE DISCLOSURE
ABOUT MARKET RISK

Approximately 90% of the Company’s lorgrh debt obligations are fixed rate. At December2BD1, the fair value of the Company’s
long-term debt was estimated to be $3.0 billioredasn the overall weighted average rate of the Gmylg long-term debt of 6.7% and an
overall weighted maturity of 10 years comparecetots and rates currently available in long-termarficing markets. For purposes hereof,
market risk is estimated as the potential decramfar value of the Company’s long-term debt réisgl from a hypothetical increase of
67 basis points in interest rates (which represtemtpercent of the Company’s overall weighted agerborrowing rate). Such an increase in
interest rates would result in approximately a 836illion decrease in fair value of the Compangsd-term debt. As of December 31, 2001,
the Company owed $353.0 million of debt on a flogirate basis.

As of December 31, 2001, the Companydasdtanding an interest rate swap relating to #161illion of its floating rate debt designed
to eliminate the variability of cash flows in thayment of interest related to such debt. UnderaWigp, which expires in August 2002, the
Company realizes a fixed effective rate of 4.845% weceives or makes settlement payments basedthpahnree-month London InterBank
Offered Rate, with settlement and rate reset datdgee-month intervals through the expiratioredat
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FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Report of Management

The Shareholders
CenturyTel, Inc.:

Management has prepared and is resperfsibthe Company’s consolidated financial stateimerhe consolidated financial statements
have been prepared in accordance with accountingipies generally accepted in the United StateSroérica and necessarily include
amounts determined using our best judgments andatss with consideration given to materiality.

The Company maintains internal contrategns and related policies and procedures destgn@wvide reasonable assurance that the
accounting records accurately reflect business#aetions and that the transactions are in accoedaith management’s authorization. The
design, monitoring and revision of the systemswdrnal 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 contradticigs and procedures and formally reports oratttequacy and effectiveness thereof.

The Companyg’consolidated financial statements have beenexldit KPMG LLP, independent certified public acciaums, who hav
expressed their opinion with respect to the fasragthe consolidated financial statements. Thadlitavas conducted in accordance with
auditing standards generally accepted in the UrStedes of America, which include the consideratibthe Company’s internal controls to
the extent necessary to form an independent opimaine consolidated financial statements preplaayadanagement.

The Audit Committee of the Board of Dit@s is composed of independent directors who atefficers or employees of the
Company. The Committee meets periodically withitftependent certified public accountants, inteenalitors and management. The
Committee considers the independence of the extauditors and the audit scope and discusses alteamtrol, financial and reporting
matters. Both the independent and internal auditave free access to the Committee.

/sl R. STEWART EWING, JR.
R. Stewart Ewing, Jr.
Executive Vice President and
Chief Financial Officer
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Independent Auditors’ Report

The Board of Directors
CenturyTel, Inc.:

We have audited the accompanying conat@itibalance sheets of CenturyTel, Inc. and swr@dias of December 31, 2001 and 2000,
and the related consolidated statements of incoomprehensive income, stockholders’ equity and fasts for each of the years in the
three-year period ended December 31, 2001. Thesolidated financial statements are the respoitgibil the Companys management. O
responsibility is to express an opinion on thegesotidated financial statements based on our audits

We conducted our audits in accordanch aiiditing standards generally accepted in theddrifttates of America. Those standards
require that we plan and perform the audit to ebtagsonable assurance about whether the finastaiaiments are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptegused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated finahsi@mtements referred to above present fairly)limaterial respects, the financial position of
CenturyTel, Inc. and subsidiaries as of DecembefB@1 and 2000, and the results of their operatsord their cash flows for each of the
years in the thre-year period ended December 31, 2001, in conformitly accounting principles generally acceptechim t/nited States of
America.

/s KPMG LLP
KPMG LLP

Shreveport, Louisiana
January 30, 2002
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CENTURYTEL, INC.
Consolidated Statements of Income

Year Ended December 31,

2001 2000

1999

(Dollars, except per share amounts,

and shares in thousands)

OPERATING REVENUES

Telephone $1,505,73: $1,253,96!
Wireless 437,96! 443,56¢
Other 173,77: 148,38t
Total operating revenut 2,117,46! 1,845,92
OPERATING EXPENSE!
Cost of sales and operating exper 1,086,16! 932,45
Depreciation and amortizatic 473,38 388,05t
Total operating expens 1,559,55 1,320,51:
OPERATING INCOME 557,91 525,41
OTHER INCOME (EXPENSE
Nonrecurring gains and losses, 199,97: 20,59:
Interest expens (225,52) (183,309
Income from unconsolidated cellular entit 27,46( 26,98¢
Minority interest (11,817 (10,207
Other income and expen 5,041 6,69¢
Total other income (expens (4,867) (139,229
INCOME BEFORE INCOME TAX EXPENSI 553,05t 386,18!
Income tax expens 210,02 154,71:
NET INCOME $ 343,03: $ 231,47
| |
BASIC EARNINGS PER SHARI $ 2.4 $ 1.6t
| |
DILUTED EARNINGS PER SHARE $ 2.41] $ 1.6
| |
DIVIDENDS PER COMMON SHARE $ .2C $ A8
| |
AVERAGE BASIC SHARES OUTSTANDINC 140,74 140,06
| |
AVERAGE DILUTED SHARES OUTSTANDINC 142,30° 141,86
| |

See accompanying notes to consolidated financitdsients.
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CENTURYTEL, INC.
Consolidated Statements of Comprehensive Income

Year Ended December 31,

2001 2000 1999

(Dollars in thousands)

NET INCOME $343,03.  $231,47-  $239,76!

OTHER COMPREHENSIVE INCOME, NET OF TAXE
Unrealized holding gains (losses) arising duringquk net of $5,385,

($20,941) and $38,473 tax 9,99¢ (38,89) 71,44¢
Less: reclassification adjustment for gains inctudenet income, net
of $19,100 and $7,702 tax (35,470 — (14,309
Other comprehensive income, net of ($13,715), @20, and
$30,771 taxe (25,47) (38,89) 57,14¢
COMPREHENSIVE INCOME $317,56(  $192,58.  $296,91-
| | |

See accompanying notes to consolidated financitdsients.
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CENTURYTEL, INC.
Consolidated Balance Sheets

December 31,

2001 2000

(Dollars in thousands)

ASSETS

CURRENT ASSET¢
Cash and cash equivalel $ 13,36 $ 19,03¢

Accounts receivabl
Customers, less allowance of $16,359 and $1- 147,25¢ 182,45.
Other 106,83! 124,71:
Materials and supplies, at average ( 20,23¢ 38,53:
Other 12,57¢ 11,76¢
Total current asse 300,27: 376,50«
NET PROPERTY, PLANT AND EQUIPMEN" 2,999,56: 2,959,29:

INVESTMENTS AND OTHER ASSET!
Excess cost of net assets acquired, less accumiulate

amortization of $288,760 and $219,¢ 2,471,48. 2,509,03:
Other 547,36 548,46(
Total investments and other ass 3,018,84: 3,057,49:
TOTAL ASSETS $6,318,68: $6,393,29
| |

LIABILITIES AND EQUITY
CURRENT LIABILITIES

Current maturities of lor-term deb $ 955,83: $ 149,96
Shor-term debi 53,00( 276,00(
Accounts payabl 87,43¢ 127,28
Accrued expenses and other current liabili
Salaries and benefi 47,12¢ 33,85¢
Taxes 42,71: 40,02:
Interest 49,35¢ 52,01
Other 18,77: 23,34¢
Advance billings and customer depo: 39,71« 40,87¢
Total current liabilities 1,293,95! 743,371
LONG-TERM DEBT 2,087,501 3,050,29;
DEFERRED CREDITS AND OTHER LIABILITIES 599,84¢ 567,54¢

STOCKHOLDERY¢ EQUITY
Common stock, $1.00 par value, authorized 350,@@0shares,

issued and outstanding 141,232,806 and 140,66 8/2arks 141,23: 140,66
Paic-in capital 524,66¢ 509,84(
Unrealized holding gain on investments, net of $ — 25,47
Retained earning 1,666,00 1,351,62
Unearned ESOP shar (2,500 (3,500
Preferred stoc— nor-redeemabl 7,97¢ 7,97¢

Total stockholdel equity 2,337,38! 2,032,07!

TOTAL LIABILITIES AND EQUITY $6,318,68. $6,393,29
| |

See accompanying notes to consolidated financstsients
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CENTURYTEL, INC.
Consolidated Statements of Cash Flows

Year Ended December 31,

2001 2000 1999

(Dollars in thousands)

OPERATING ACTIVITIES

See accompanying notes to consolidated financitdsients.

Net income $ 343,03: $ 231,47 $ 239,76
Adjustments to reconcile net income to net caskigsea by
operating activitie:
Depreciation and amortizatic 473,38 388,05¢ 348,81t
Income from unconsolidated cellular entit (27,46() (26,98¢) (27,67%)
Minority interest 11,81 10,20: 27,91
Deferred income taxe 56,64: 41,82( (17,139
Nonrecurring gains and losses, (199,97) (20,597 (62,809
Changes in current assets and current liabil
Accounts receivabl 53,07: (82,25 (15,18)
Accounts payabl (39,849 48,65: (11,469
Accrued taxe! 2,68¢ (967) (59,579
Other current assets and other current liabilites 20,91¢ 3,60t (1,359
Increase in noncurrent ass (65,69¢) (46,026 (30,37Y)
Increase (decrease) in other noncurrent liabil 6,65¢ 4,08 (5,31))
Other, ne 30,13¢ 11,39« 23,081
Net cash provided by operating activit 665,36 562,46¢ 408,70:.
INVESTING ACTIVITIES
Acquisitions, net of cash acquir (47,13) (1,540,851 (20,977
Payments for property, plant and equiprmr (506,72) (449,53) (389,98()
Proceeds from sale of ass 166,24! 29,49t 484,46
Collection of note receivab 86,50: — —
Distributions from unconsolidated cellular entit 30,85¢ 35,84 22,21¢
Contribution from minority investc — 20,00( —
Purchase of life insurance investment, (1,086 (5,759 (2,545
Other, ne (4,325 (3,267 (23,419
Net cash provided by (used in) investing activi (275,66¢) (1,914,077 69,77:
FINANCING ACTIVITIES
Proceeds from issuance of di 3,89¢ 2,715,85: 15,53:
Payments of det (379,516 (1,375,89) (438,399
Payment of deferred hedge contre — (4,345 —
Proceeds from issuance of common si 7,351 7,99¢ 19,18:
Payment of debt issuance cc — (4,274 —
Cash dividend (28,659 (26,81Y (25,419
Other, ne 1,54¢ 1,49( 1,52(
Net cash provided by (used in) financing activi (395,37) 1,314,00! (427,57
Net increase (decrease) in cash and cash equis (5,677) (37,607 50,89¢
Cash and cash equivalents at beginning of 19,03¢ 56,64( 5,74z
CASH AND CASH EQUIVALENTS AT END OF YEAF $ 13,36: $ 19,03¢ $ 56,64(
| | |




Table of Contents

CENTURYTEL, INC.
Consolidated Statements of Stockholders’ Equity

Year Ended December 31,

2001 2000 1999

(Dollars and shares in thousands)

COMMON STOCK

Balance at beginning of ye $ 140,66 $ 139,94t $ 138,08
Conversion of convertible securities into commatk 254 254 33C
Issuance of common stock through dividend reinvestirincentive
and benefit plan 312 467 1,53:
Balance at end of ye 141,23: 140,66 139,94¢
PAID-IN CAPITAL
Balance at beginning of ye 509,84( 493,43: 451,53!
Conversion of convertible securities into commatk 3,04¢ 3,04¢ 3,101
Issuance of common stock through dividend reinvestirincentive
and benefit plan 7,03¢ 7,52¢ 17,64¢
Amortization of unearned compensation and o 4,74: 5,83: 21,14,
Balance at end of ye 524,66¢ 509,84( 493,43.
UNREALIZED HOLDING GAIN ON INVESTMENTS, NET OF
TAXES
Balance at beginning of ye 25,47 64,36 7,217
Change in unrealized holding gain on investmergsphtaxes (25,477 (38,89) 57,14¢
Balance at end of ye — 25,47 64,36
RETAINED EARNINGS
Balance at beginning of ye 1,351,62 1,146,96 932,61:
Net income 343,03: 231,47: 239,76¢
Cash dividends declar¢
Common stocl— $.20, $.19 and $.18 per she (28,259 (26,416 (25,010
Preferred stoc (399 (399) (4093
Balance at end of ye 1,666,00 1,351,62 1,146,96
UNEARNED ESOP SHARE:
Balance at beginning of ye (3,500 (4,690 (6,070
Release of ESOP shai 1,00(¢ 1,19( 1,38(
Balance at end of ye (2,500 (3,500 (4,690
PREFERRED STOCI— NON-REDEEMABLE
Balance at beginning of ye 7,97¢ 7,97¢ 8,10¢
Conversion of preferred stock into common st — — (137)
Balance at end of ye 7,97¢ 7,97¢ 7,97¢
TOTAL STOCKHOLDERY EQUITY $2,337,38! $2,032,07' $1,847,99:
| | |

COMMON SHARES OUTSTANDINC

Balance at beginning of ye 140,66’ 139,94t 138,08:
Conversion of convertible securities into commarck 254 254 33C

Issuance of common stock through dividend reinvestirincentive
and benefit plan 312 467 1,53:
Balance at end of ye 141,23: 140,66 139,94¢
| | |

See accompanying notes to consolidated finan@&sients
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CENTURYTEL, INC.
Notes to Consolidated Financial Statements
December 31, 2001

(1) Summary of Significant Accounting Policies

Principles of consolidation— The consolidated financial statements of Centalyinc. and its subsidiaries (the “Company”) irdz
the accounts of CenturyTel, Inc. (“CenturyTel”) dtedmajority-owned subsidiaries and partnershipge Company’s regulated telephone
operations are subject to the provisions of StatgémkFinancial Accounting Standards No. 71, “Aceting for the Effects of Certain Types
of Regulation.” Investments in cellular entitieserl the Company does not own a majority interestacounted for using the equity method
of accounting.

Estimates— The preparation of financial statements in comity with generally accepted accounting principleguires management
to make estimates and assumptions that affecefh@ted amounts of assets and liabilities and alsce of contingent assets and liabilities at
the date of the financial statements and the redamounts of revenues and expenses during thairgpperiod. Actual results may differ
from those estimates.

Revenue recognitior— Revenues are generally recognized and earned atidence of an arrangement exists, service has be
rendered, the selling price is determinable antkctibility is reasonably assured. Certain of th@r(any’s telephone subsidiaries participate
in revenue sharing arrangements with other teleplvompanies for interstate revenue and for cent#iastate revenue. Such sharing
arrangements are funded by toll revenue and/orsaadearges within state jurisdictions and by acckasges in the interstate market.
Revenues earned through the various sharing amags are initially recorded based on the Compaestinates.

Property, plant and equipment- Telephone plant is stated substantially at nebcost. Normal retirements of telephone plant are
charged against accumulated depreciation, alorfgtivit costs of removal, less salvage, with no gainss recognized. Renewals and
betterments of plant and equipment are capitalizeite repairs, as well as renewals of minor itears,charged to operating expense.
Depreciation of telephone plant is provided ondtraight line method using class or overall groates acceptable to regulatory authorities;
such rates range from 1.8% to 25%.

Non-telephone property is stated at aost when sold or retired, a gain or loss is reagh Depreciation of such property is provided
on the straight line method over estimated semwes ranging from three to 30 years.

Long-lived assets— Through December 31, 2001, in accordance widlheBtent of Financial Accounting Standards No. 121,
“Accounting for the Impairment of Long-lived Assetsd for Long-lived Assets to be Disposed of” (“SFA21"), the carrying value of long-
lived assets, including property, plant and equipinaad allocated goodwill, was reviewed for impamhat least annually, or whenever
events or changes in circumstances indicated titdit Garrying value was not recoverable, by assgshrecoverability of such carrying
value through estimated undiscounted future ndt flaw/s expected to be generated by the assele@dquired business. Through
December 31, 2001, substantially all of the
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Company'’s goodwill was being amortized over 40 gehr accordance with Statement of Financial ActiognStandards No. 142, “Goodwill
and Other Intangible Assets” (“SFAS 142"), effeetifanuary 1, 2002, goodwill will no longer be sabje amortization but instead will be
tested for impairment at least annually. Effectie@uary 1, 2002, Statement of Financial Accouritemdards No. 144, “Accounting for the
Impairment or Disposal of Long-lived Assets” (“SFA84"), addresses financial accounting and repgiftin the impairment or disposal of
long-lived assets, excluding goodwill. SFAS 144irs the fundamental recognition and measuremenigions of SFAS 121.

Affiliated transactions— Certain service subsidiaries of CenturyTel pdevinstallation and maintenance services, mateaizads
supplies, and managerial, operational, technicalp@anting and administrative services to subsiggrin addition, CenturyTel provides and
bills management services to subsidiaries andrtaiceinstances makes interest bearing advandasatace construction of plant and
purchases of equipment. These transactions aredemtby the Company’s telephone subsidiaries at thst to the extent permitted by
regulatory authorities. Intercompany profit on gaations with regulated affiliates is limited toemsonable return on investment and has not
been eliminated in connection with consolidating tbsults of operations of CenturyTel and its gdibges. Intercompany profit on
transactions with nonregulated affiliates has belaninated.

Income taxes— CenturyTel files a consolidated federal incoapereturn with its eligible subsidiaries. The Compases the asset and
liability method of accounting for income taxes enavhich deferred tax assets and liabilities ataldished for the future tax consequences
attributable to differences between the finandialesnent carrying amounts of assets and liabildigs their respective tax bases. Investment
tax credits related to telephone plant have beé&rmee and are being amortized as a reductiondsréd income tax expense over the
estimated useful lives of the assets giving risea¢ocredits.

Derivative financial instruments— Effective January 1, 2001, the Company adoptate&ent of Financial Accounting Standards
No. 133,“Accounting for Derivative Instruments and Hedgifgtivities” (“SFAS 133"). SFAS 133 requires all deative instruments be
recognized as either assets or liabilities atvaiue on the balance sheet. The Company had neatigs instruments outstanding at Janua
2001 and thus no transition adjustment was recouged adoption of SFAS 133. As of December 31, 2684 Company had outstanding an
interest rate swap relating to $191.1 million sfflbating rate debt designed to eliminate thealility of cash flows in the payment of inter
related to such debt. The swap expires in Augu822The Company realizes a fixed effective raté.885% and receives or makes settlel
payments based upon the three-month London IntérBdiered Rate, with settlement and rate resetsdat¢hreenonth intervals through tt
expiration date. The Company does not utilize deive financial instruments for trading or otheesplative purposes.

Earnings per share— Basic earnings per share amounts are deterniméide basis of the weighted average number of camshares
outstanding during the year. Diluted earnings
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per share gives effect to all potential dilutiverconon shares that were outstanding during the period

Stock compensatior— The Company accounts for employee stock compiensalans using the intrinsic value method in adeomce
with Accounting Principles Board Opinion No. 25,¢@ounting for Stock Issued to Employees,” as allblg Statement of Financial
Accounting Standards No. 123, “Accounting for Sti8&sed Compensation.”

Cash equivalents— The Company considers short-term investments avinaturity at date of purchase of three montHessrto be
cash equivalents.

Reclassifications— Certain amounts previously reported for prioangehave been reclassified to conform with the 20@%entation.
(2) Acquisitions

On July 31, 2000 and September 29, 28afiiliates of the Company acquired over 490,008hbne access lines and related assets
from Verizon Communications, Inc. (“Verizon”) indo separate transactions for approximately $1l®biin cash. Under these transactions:

e On July 31, 2000, the Company purchased appairly 231,000 telephone access lines and relatad
exchange assets comprising 106 exchanges throughkarisas for approximately $842 million in ca

e On July 31, 2000, Spectra Communications Graug (“Spectra”) purchased approximately 127,000
telephone access lines and related local exchasgtsacomprising 107 exchanges throughout Mis$owri
approximately $297 million cash. As of December@1Q1, the Company owns 75.7% of Spectra, whick
organized to acquire and operate these Missoupigpties. At closing, the Company made a prefercgty
investment in Spectra of approximately $55 mill{@rhich represented a 57.1% interest) and financed
substantially all of the remainder of the purchasee. In the first quarter of 2001, the Companycpased
an additional 18.6% interest in Spectra for $47illion.

* On September 29, 2000, the Company purchggaddmately 70,500 telephone access lines anteckela
local exchange assets comprising 42 exchangesghooti \Wisconsin for approximately $197 million
in cash.

* On September 29, 2000, Telephone USA of Wisitoih LC (“TelUSA”) purchased approximately 62,900
telephone access lines and related local exchasgtsacomprising 35 exchanges throughout Wiscdosin
approximately $172 million in cash. The Company sw88% of TelUSA, which was organized to acquire
and operate these Wisconsin properties. At closirgCompany made an equity investment in TelUSA of
approximately $37.8 million and financed substdiytiall of the remainder of the purchase pri
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To finance these acquisitions on a stesrts basis, the Company borrowed $1.157 billioradloating-rate basis under its $1.5 billion
credit facility with Bank of America, N.A. and di@nk, N.A., and borrowed $300 million on a floatirage basis under its 1997 credit facility
with Bank of America, N.A.

On October 19, 2000, the Company iss&&d $nillion of 8.375% Senior Notes, Series H, d0&® and $400 million of 7.75%
Remarketable Senior Notes, Series |, due 2012 @wdmarketing date of October 15, 2002). The retqeds of approximately $908 million
(excluding the Company’s payments of approxima#dl®.3 million associated with related interest tegeging) were used to repay a portion
of the $1.457 billion of aggregate indebtednesQbmpany incurred under its credit facilities imoection with the Verizon acquisitions.

The following pro forma information repents the consolidated results of operations o€thapany as if the above-described Verizon
acquisitions had been consummated as of Janu@g00,and 1999.

Year Ended December 31,

2000 1999

(Dollars, except per share
amounts, in thousands)

(Unaudited)
Operating revenue $2,054,19:i $2,015,99.
Net income $ 210,33t $ 198,65¢
Basic earnings per she $ 1.5C $ 1.42
Diluted earnings per sha $ 1.4¢ $ 1.41

The pro forma information above is notegsarily indicative of the operating results thatild have occurred if the Verizon
acquisitions had been consummated as of Janudrgdch respective period, nor is it necessarilyciative of subsequent or future operating
results. The pro forma information does not giie@fto any potential revenue enhancements orsyorgies or other operating efficiencies
that have resulted or could result from the actjoiss. The actual results of operations of the xt@riproperties are included in the
Company’s consolidated financial statements ordynfthe date of acquisition.

(3) Investments in Unconsolidated Cellular Entities

The Company’s share of earnings fromutellentities in which it does not own a majorityerest (which is included in “Income from
unconsolidated cellular entities” in the Compar@tnsolidated Statements of Income) was $28.6 mjl28.1 million and $28.8 million in
2001, 2000 and 1999, respectively, and is net afrimation of goodwill attributable to such invesnts which totaled $1.1 million for all
three periods. Over 71% of
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the 2001 income from unconsolidated cellular esgitivas attributable to the following investments.

Ownership

Interest
GTE Mobilnet of Austin Limited Partnersh 35%
Alltel Cellular Associates of Arkansas Limited Reatship 36%
Detroit SMSA Limited Partnershi 3%
Michigan RSA #9 Limited Partnersh 43%
Cellular North Michigan Network General Partners 49%
Lafayette MSA Limited Partnersh 49%
Wisconsin RSA #1 Limited Partnerst 42%
Wisconsin RSA #7 Limited Partnerst 23%

Based primarily on data furnished to@wmnpany by third parties, the following summaritess unaudited combined assets, liabilities
and equity, and the unaudited combined resultpefations, of the cellular entities in which then@any’s investments (as of December 31,
2001 and 2000) were accounted for by the equithaukt

December 31,

2001 2000

(Dollars in thousands)

(Unaudited)
Assets
Current assel $ 243,53¢ $ 305,36t
Property and other noncurrent as: 1,058,41( 996,70:
$1,301,94i $1,302,06:
| |
Liabilities and equity
Current liabilities $ 85,86( $ 153,79
Noncurrent liabilities 235,92¢ 138,64
Equity 980,16( 1,009,62!

$1,301,94 $1,302,06:

Year Ended December 31,

2001 2000 1999

(Dollars in thousands)

(Unaudited)
Results of operatior
Revenue: $1,719,37 $1,539,45! $1,398,31.
Operating incom: $ 439,68 $ 495,97: $ 427,27
Net income $ 434,49 $ 481,92 $ 416,74
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(4) Investments and Other Assets

Investments and other assets at DeceBihe@001 and 2000 were composed of the following:

December 31,

2001 2000

(Dollars in thousands)
Excess cost of net assets acquired, less accum alatertizatior $2,471,48.  $2,509,03:

Billing system development cos 139,50: 73,80¢
Investments in unconsolidated cellular enti 102,05¢ 117,94
Cash surrender value of life insurance contr 99,83t 96,06t
Marketable equity securitie 42,801
Other 205,97( 217,84

$3,018,84:  $3,057,49:.

Amortization of goodwill and other intahtgs of $74.9 million, $60.1 million and $52.0 tiwh for 2001, 2000 and 1999, respectively,
is included in “Depreciation and amortization” retCompany’s Consolidated Statements of Incomacdordance with SFAS 142, effective
January 1, 2002, goodwill will no longer be subjecamortization but instead will be tested for aifment at least annually.

The Company is in the process of develgjain integrated billing and customer care sysféra.costs to develop such system have
been capitalized in accordance with Statement siti®a 98-1, “Accounting for the Costs of CompuEaftware Developed or Obtained for
Internal Use,” and aggregated $139.5 million an8.&illion at December 31, 2001 and 2000, respelsti Such costs are expected to be
amortized over a twenty-year period once the syssely operational (which is expected to ocaueiarly 2003).
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(5) Property, Plant and Equipment

Net property, plant and equipment at Ddoer 31, 2001 and 2000 was composed of the follgwin

December 31,

2001 2000

(Dollars in thousands)
Telephone, at original co

Cable and wirt $ 3,009,72 $2,817,79
Central office 1,829,94! 1,656,89:
General suppol 340,41t 327,76t
Information origination/terminatio 42,03¢ 53,34
Construction in progres 64,56( 136,75!
Other 5,57¢ 7,24¢
5,292,25! 4,999,80:
Accumulated depreciatic (2,839,26) (2,552,644
2,452,98 2,447,16!
Wireless, at cos
Cell site 420,94: 366,85!
General suppol 108,67( 105,95:
Construction in progres 38,88: 49,79¢
Other 341 79
568,83! 522,68:
Accumulated depreciatic (305,419 (261,40
263,42: 261,28
Other, at cos
General suppol 309,50( 272,28t
Fiber network 72,41( 60,64¢
Other 65,01( 59,08¢
446,92( 392,02
Accumulated depreciatic (163,765 (141,174
283,15! 250,85(
Net property, plant and equipme $ 2,999,56: $ 2,959,29:
| |

Depreciation expense was $398.5 mill§828.0 million and $296.8 million in 2001, 2000 &#h9, respectively. The composite
depreciation rate for telephone properties was €@92001, 7.2% for 2000 and 7.0% for 1999.
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(6) Long-Term and Short-Term Debt

The Company’s long-term debt as of Decan®i, 2001 and 2000 was as follows:

December 31,

2001 2000

(Dollars in thousands)

CenturyTel
2.21%* senior credit facility, due through 20 $ 300,00( $ 300,00(
4.85% note, due through 20 199,12! 250,62!
Senior notes and debentur
7.75% Series A, due 20! 50,00( 50,00(
8.25% Series B, due 20: 100,00( 100,00(
6.55% Series C, due 20 50,00( 50,00(
7.20% Series D, due 20: 100,00( 100,00(
6.15% Series E, due 20 100,00( 100,00(
6.30% Series F, due 20 240,00( 240,00(
6.875% Series G, due 20 425,00( 425,00(
8.375% Series H, due 20 500,00( 500,00(
7.75% Series |, remarketable 2( 400,00( 400,00(
9.38% notes, due through 20 7,97¢ 12,00(
6.86%** Employee Stock Ownersh
Plan commitment, due in installments through 2 2,50( 3,50(
Net unamortized premium and discou 11,03¢ 12,01:
Other 17k 201
Total CenturyTe 2,485,81. 2,543,33!
Subsidiaries

First mortgage det
5.91%** notes, payable to agencies of the U.S. guwent
and cooperative lending associations, due in iinséaits

through 202t 265,24( 278,07¢
7.98% notes, due through 20 5,41¢ 5,582

Other deb
7.03%** unsecured mediu-term notes, due through 20 271,13! 333,15¢
6.88%** notes, due in installments through 2( 6,72¢ 23,36t
6.50% note — 3,30(
7.51%** capital lease obligations, due through 2 9,00¢ 13,43:
Total subsidiarie: 557,52 656,91t
Total lon¢-term debt 3,043,33 3,200,25:
Less current maturitie 955,83: 149,96:
Long-term debt, excluding current maturiti $2,087,50! $3,050,29:
| |

* variable interest rate at December 31, 2
** weighted average interest rate at December 31,

The approximate annual debt maturitiestierfive years subsequent to December 31, 2001s&d@#laws: 2002 — $955.8 million
(assuming the Company’s Series | notes are redebgngte Company in 2002); 2003 — $69.5 million; 268- $72.0 million; 2005 —
$246.0 million; and 2006 — $114.4 million.
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Certain of the loan agreements of Certeland its subsidiaries contain various restricticamong which are limitations regarding
issuance of additional debt, payment of cash diddereacquisition of capital stock and other nigttie addition, the transfer of funds from
certain consolidated subsidiaries to CenturyTetsdricted by various loan agreements. Subsidiarfesh have loans from government
agencies and cooperative lending associationsg# ssued first mortgage bonds, generally mayaawt or advance any funds to
CenturyTel, but may pay dividends if certain finehcatios are met. At December 31, 2001, restlictet assets of subsidiaries were
$588.4 million and subsidiaries’ retained earniimgexcess of amounts restricted by debt covenatatet $1.8 billion. At December 31,
2001, all of the consolidated retained earningiecefd on the balance sheet was available undau@dmel’s loan agreements for the
declaration of dividends.

Most of the Company’s telephone propeastsint and equipment is pledged to secure the teng-debt of subsidiaries.

During 2000, the Company borrowed $1.4#libn on a floating-rate basis under its 364-ddy.,5 billion credit facility with Bank of
America, N.A. and Citibank, N.A., and borrowed $38@llion on a floating-rate basis under its 199D@&3nillion credit facility with Bank of
America, N.A. The proceeds were utilized to finaacgubstantial portion of the Verizon acquisitianaoshort-term basis. See Note 2 for
additional information.

On October 19, 2000, the Company iss&&d $nillion of 8.375% Senior Notes, Series H, d0&® and $400 million of 7.75%
Remarketable Senior Notes, Series |, due 2012 @wtdmarketing date of October 15, 2002) unde$atd billion shelf registration statement
filed in May 2000. The Series | notes will bearirst at the rate of 7.75% per year through OctdbeP002 (which is the first remarketing
date), and then at a fixed or floating rate. Onrtrearketing date, the Series | notes will be paseld and remarketed by the Company’s
remarketing dealer or mandatorily redeemed by thmg@any. The net proceeds from the sale of the Skri@nd | notes of approximately
$908 million (including the payment made to the @amy for the remarketing option granted to the mietang dealer, but excluding the
Companys payments associated with related interest ratgihg) were used to repay a portion of the $1.48i6i of aggregate indebtedne
the Company incurred under its credit facilitiecomnection with the Verizon acquisition.

Subsequent to the issuance of permamanding, the committed amount under the CompaB§Zsday, $1.5 billion credit facility was
reduced to $500 million in accordance with its terffhe Company also has outstanding indebtednekes other short-term revolving credit
facilities and through its commercial paper prograime total amount outstanding under these shart-facilities aggregated $53.0 million at
December 31, 2001 and $276.0 million at DecembeRBQ0. The weighted average interest rate of hrafgany’s short-term debt was 2.6%
and 7.3% at December 31, 2001 and 2000, respectivel

As of December 31, 2001, the Companydadtanding an interest rate swap relating to $161llion of its floating rate debt designed
to eliminate the variability of cash flows in thayment of interest related to such debt. UnderaWigp, which expires in August 2002, the
Company realizes a fixed effective rate of 4.845% weceives or makes settlement
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payments based upon the 3-month London InterBafde€f Rate, with settlement and rate reset datéses-month intervals through the

expiration date.

At December 31, 2001, the Company hadatda $470.1 million of undrawn committed bankdinof credit and the Company’s
telephone subsidiaries had available for use $128l®n of commitments for long-term financing frothe Rural Utilities Service and Rural

Telephone Bank.

(7) Deferred Credits and Other Liabilities

Deferred credits and other liabilitieDetcember 31, 2001 and 2000 were composed of Hoeving:

Deferred federal and state income ta
Accrued postretirement benefit co
Minority interest

Regulatory liability— income taxe:
Deferred investment tax cred

Other

(8) Stockholders’ Equity

December 31,

2001 2000

(Dollars in thousands)

$345,77. $298,45!
128,41 118,61«
66,74" 88,29t
5,657 8,52¢
53C 1,05
52,72 52,60¢
$599,84! $567,54¢
I I

Common stock— Unissued shares of CenturyTel common stock weserved as follows:

Incentive compensation progral
Acquisitions

Employee stock purchase pl

Dividend reinvestment pla

Conversion of convertible preferred stc
Other employee benefit pla

December 31,
2001

(In thousands)
8,38¢
4,572
4,95¢

557
43t
2,21¢

21,12¢

Under CenturyTel’s Articles of Incorpamat each share of common stock beneficially owrmttinuously by the same person since
May 30, 1987 generally entitles the holder theteden votes per share. All other shares entitéehtbider to one vote per share. At
December 31, 2001, the holders of 10.1 million ebaf common stock were entitled to ten votes pares

Preferred stock— As of December 31, 2001, CenturyTel had 2.0 milsbares of authorized convertible preferred sté2k, par valut
per share. At December 31, 2001 and 2000, there 8&9,000 shares of outstanding preferred stockddi® of outstanding
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CenturyTel preferred stock are entitled to recemwmulative dividends, receive preferential disttibos equal to $25 per share plus unpaid
dividends upon CenturyTel’s liquidation and voteaasingle class with the holders of common stock.

Shareholders’ Rights Plar— In 1996 the Board of Directors declared a dindlef one preference share purchase right for each
common share outstanding. Such rights become asabileiif and when a potential acquiror takes aegteps to acquire 15% or more of
CenturyTel's common stock. Upon the occurrenceuohsan acquisition, each right held by sharehold#rsr than the acquiror may be
exercised to receive that number of shares of camstaxck or other securities of CenturyTel (or, @ntain situations, the acquiring company)
which at the time of such transaction will have arket value of two times the exercise price ofrtght.

(9) Postretirement Benefits
The Company sponsors health care platptiovide postretirement benefits to all qualifietired employees.

The following is a reconciliation of theginning and ending balances for the benefit akibig and the plan assets.

December 31,

2001 2000 1999

(Dollars in thousands)
Change in benefit obligatic

Benefit obligation at beginning of ye $165,26¢  $156,72:  $172,32:
Service cos 6,37: 4,72 4,85(
Interest cos 14,51: 10,901 10,08¢
Plan amendmen — — (2,492
Participant contribution 54¢ 677 41¢
Actuarial (gain) los: 40,00¢ 957 (23,85%)
Benefits paic (10,839 (8,726 (4,610
Benefit obligation at end of ye $215,87.  $165,26¢  $156,72:
L] I I

December 31,

2001 2000 1999

(Dollars in thousands)
Change in plan assets (primarily listed stocks lzomtls)

Fair value of plan assets at beginning of y $ 39,87 $41,78.  $35,79¢
Return on asse (1,379 (270 2,961
Employer contribution 8,34t 6,411 7,212
Participant contribution 54¢ 677 41¢
Benefits paic (10,837 (8,726 (4,610
Fair value of plan assets at end of y $ 36,55¢ $39,87:  $41,78:
I | |
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Net periodic postretirement benefit dost2001, 2000 and 1999 included the following camgnts:

Year Ended December 31,

2001 2000 1999

(Dollars in thousands)

Service cos $ 6,37¢ $ 4,721 $ 4,85C
Interest cos 14,51: 10,90’ 10,08¢
Expected return on plan ass (3,987%) (4,17¢) (3,580
Amortization of unrecognized actuarial Ic 1,335 26 54
Amortization of unrecognized prior service ¢ (129 (129) (129
Net periodic postretirement benefit ¢ $18,10¢ $11,35:  $11,28¢

| I |

The following table sets forth the ama@urgicognized as liabilities for postretirement bigmat December 31, 2001, 2000 and 1999.

December 31,

2001 2000 1999
(Dollars in thousands)

Benefit obligatior $(215,87) $(165,26()  $(156,72¢)
Fair value of plan asse 36,55¢ 39,87: 41,78
Unamortized prior service ca (1,046 (1,17 (1,309
Unrecognized net actuarial lo 49,65t 6,10¢ 707
Accrued benefit cos $(130,70)  $(120,459)  $(115,539)
| | |

Assumptions used in accounting for pastnment benefits as of December 31, 2001 and 2@9@:

2001 2000

Weighted average assumptic
Discount rate 7.C%  7.25%
Expected return on plan ass 10.C%  10.0%

For measurement purposes, a 6.5% anatein the per capita cost of covered health canefits was assumed for 2002 and beyor
one-percentage-point change in assumed healtltoateates would have the following effects:

1-Percentage 1-Percentage
Point Increase Point Decrease

(Dollars in thousands)

Effect on total of service and interest cost congous $ 1,45t $ (1,459
Effect on postretirement benefit obligati $11,117 $(10,399)

(10) Retirement and Savings Plans

CenturyTel and certain subsidiaries spodgfined benefit pension plans for substantiallemployees. CenturyTel also sponsors an
Outside Directors’ Retirement Plan and a Suppleaidiitecutive Retirement Plan to provide directard afficers, respectively, with

supplemental retirement, death and disability bienef
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The following is a reconciliation of theginning and ending balances for the aggregatefib@bligation and the plan assets for the
Company’s retirement and savings plans.

December 31,

2001 2000 1999

(Dollars in thousands)
Change in benefit obligatic

Benefit obligation at beginning of ye $249,83!  $205,45'  $217,74
Service cos 7,76( 5,92¢ 5,22¢
Interest cos 17,82¢ 15,38: 13,817
Plan amendmen 1,20t 3,381 —
Acquisition — 35,82« —
Actuarial (gain) los: 9,06t (3,72¢) (19,849
Benefits paic (14,209 (12,419 (11,49)
Benefit obligation at end of ye $271,49C  $249,83!  $205,45!
| | |

Change in plan assets (primarily listed stocks @omts)

Fair value of plan assets at beginning of \ $329,45¢  $319,90:  $278,67¢
Return on plan asse (33,189 (14,99) 52,18:
Employer contribution: 1,37 572 531
Acquisition — 36,39 —
Benefits paic (14,20¢) (12,419 (11,49)
Fair value of plan assets at end of y $283,44¢  $329,45¢  $319,90:
| | |

Net periodic pension benefit for 20010@@&nd 1999 included the following components:

Year Ended December 31,

2001 2000 1999

(Dollars in thousands)

Service cos $ 7,76C $ 592t $ 5,22¢
Interest cos 17,82¢ 15,38! 13,817
Expected return on plan ass (31,90) (31,58¢) (26,829
Recognized net gair (2,325 (7,10%) (3,176
Net amortization and deferr 301 (602) (23%)
Net periodic pension bene $ (8,336) $(17,98¢) $(11,19))

I I I

The following table sets forth the condairplans’ funded status and amounts recognizetkiiCompanys consolidated balance shee
December 31, 2001, 2000 and 1999.

December 31,

2001 2000 1999

(Dollars in thousands)

Benefit obligatior $(271,49) $(249,83)  $(205,45)
Fair value of plan asse 283,44¢ 329,45¢ 319,90:
Unrecognized transition ass (1,409 (1,64¢) (1,899
Unamortized prior service ca 5,017 4,12¢ 1,031
Unrecognized net actuarial (gain) Ic 26,78: (49,336 (100,05)
Prepaid benefit co: $ 42,35: $ 32,76¢ $ 13,53:
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Assumptions used in accounting for thesien plans as of December 2001 and 2000 were:

2001 2000
Discount rate: 7.C% 7.25%
Expected lon-term rate of return on ass 8.C-10.(% 8.C-10.(%

CenturyTel sponsors an Employee Stock @ship Plan (“‘ESOP”) which covers most employedh whe year of service with the
Company and is funded by Company contributionsrdeteed annually by the Board of Directors. The Camygs expense related to the
ESOP during 2001, 2000 and 1999 was $7.5 milli&5 #illion, and $9.6 million, respectively. At Dember 31, 2001, the ESOP owned an
aggregate of 8.2 million shares of CenturyTel comrsimck.

CenturyTel and certain subsidiaries ajsonsor qualified profit sharing plans pursuaréation 401(k) of the Internal Revenue Code
(the “401(k) Plans”) which are available to substdly all employees of the Company. The Compamy&ching contributions to the 401
(k) Plans were $6.6 million in 2001, $6.1 millian2000 and $6.1 million in 1999.

(11) Income Taxes

The tax effects of temporary differenttest gave rise to significant portions of the defdrtax assets and deferred tax liabilities at
December 31, 2001 and 2000 were as follows:

December 31,

2001 2000

(Dollars in thousands)
Deferred tax asse

Postretirement benefit cos $ 31,76¢ $ 30,83
Regulatory suppol 12,16: 13,50«
Net operating loss carryforwar 21,99: 8,30z
Regulatory liability 2,17t 3,191
Long-term deb 6,60¢ 7,76t
Other employee benefi 8,45z 7,33t
Other 10,29: 11,05t

Gross deferred tax ass: 93,44 81,98¢

Less valuation allowanc (21,99) (8,302

Net deferred tax asse 71,45¢ 73,68

Deferred tax liabilitie:
Property, plant and equipment, primarily due tordeation

differences (170,22Y (122,459
Excess cost of net assets acqu (234,59) (216,36%)
Deferred debt cos (2,582 (2,769
Customer bas (3,617 (5,742
Marketable equity securitie — (23,719
Intercompany profit: (3,289 (3,289
Other (2,927) (7,809

Gross deferred tax liabilitie (417,22Y (372,139

Net deferred tax liabilit $(345,777) $(298,45))
| |
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The following is a reconciliation frometistatutory federal income tax rate to the Compmaffective income tax rate:

Year Ended December 31,

2001 2000 1999

(Percentage of pre-tax income)

Statutory federal income tax re 35.(% 35.(% 35.(%
State income taxes, net of federal income tax lie 1.3 2.8 2.5
Amortization of nondeductible excess cost of neetsacquire 2.C 2.9 2.7
Basis difference of assets si — 3 3.8
Amortization of investment tax cred (.2) (.2 (.4)
Amortization of regulatory liability (-3 (&) (.4)
Other, ne’ A (-3 .8
Effective income tax rat 38.(% 40.1% 44.1%
| | |

Income tax expense included in the Cadatdd Statements of Income for the years endeémbier 31, 2001, 2000 and 1999 was as
follows:

Year Ended December 31,

2001 2000 1999

(Dollars in thousands)

Federal
Current $137,13¢ $ 98,27: $184,87.
Deferred 61,45¢ 39,65: (11,600
State
Current 16,24: 14,62( 21,77(
Deferred (4,810 2,16¢ (5,539

$210,02¢  $154,71:  $189,50:

Income tax expense was allocated asvistio

Year Ended December 31,

2001 2000 1999

(Dollars in thousands)
Net tax expense in the consolidated statementscofiie $210,02!  $154,71:  $189,50:
Stockholder equity
Compensation expense for tax purposes in exceanofints
recognized for financial reporting purpos (1,057) (2,702 (16,83¢)
Tax effect of the change in unrealized holding gairinvestment (13,719 (20,947 30,77:

$195,25¢  $131,06¢  $203,43!

(12) Sale of Assets

In the second quarter of 2001, the Companorded a pre-tax gain of approximately $185illian ($117.7 million after-tax; $.83 per
diluted share) due to the sale of 30 PCS licersésap Wireless International, Inc. (“Leap”). Innfanction with the sale of the licenses to
Leap, the Company also recorded a pre-tax char§gé&® million ($11.6 million after-tax; $.08 pérase) due to the write down in the value
of certain non-operating assets.
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In the third quarter of 2001, the Compaagorded a pre-tax gain on the sale of its remginbmmon shares of llluminet Holdings, Inc.
aggregating $54.6 million ($35.5 million after-t&k25 per diluted share). The Company also recoadae-tax gain of $4.0 million
($2.6 million after-tax; $.02 per diluted share)tbe sale of certain other assets.

In the first quarter of 2000 the Compaagorded a pre-tax gain aggregating $9.9 millidnZ$nillion after tax) due to the sale of its
remaining Alaska cellular operations.

In the third quarter of 2000 the Compasgorded a pre-tax gain aggregating $10.7 milli4 million after tax) due to the sale of its
minority interest in a non-strategic cellular parship.

In the first quarter of 1999 the Compasagorded a pre-tax gain aggregating $10.4 millié { million after tax) due to the sale of its
remaining common shares of MCIWorldCom, Inc.

In May 1999, the Company sold substalgtell of its Alaska-based operations that wereusragl in the acquisition of Pacific Telecom,
Inc. on December 1, 1997. The Company receivedoappately $300 million in after-tax cash as a resfithe transaction. In accordance
with purchase accounting, no gain or loss was dexmbupon the disposition of these properties.

In June 1999, the Company sold the asgéts cellular operations in Brownsville and Mdéth, Texas for approximately $96 million
cash. In connection therewith, the Company recoedprk-tax gain of approximately $39.6 million, ardafter-tax loss of approximately
$7.8 million.

In the fourth quarter of 1999 the Compeagorded a pre-tax gain aggregating $11.6 mi#®hn6 million after tax) due to the sale of its
Telephone and Data Systems, Inc. common stock.
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(13) Earnings per Share

The following is a reconciliation of themerators and denominators of the basic and dikedenings per share computations:

Year Ended December 31,

2001 2000 1999

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

Income (Numerator,

Net income $343,03: $231,47- $239,76¢
Dividends applicable to preferred stc (399 (399 (403
Net income applicable to common stock for compubagic

earnings per shal 342,63: 231,07¢ 239,36¢
Dividends applicable to preferred stc 39¢ 39¢ 40z
Interest on convertible securities, net of ta — 13z 252

Net income as adjusted for purposes of computihgedi earning:
per share $343,03: $231,60¢ $240,02:

Shares (Denominator

Weighted average number of shares outstandingglpeniod 141,02: 140,44( 139,31:
Employee Stock Ownership Plan shares not committ&ée release (27¢) (37)) (465)
Weighted average number of shares outstandingglperiod for

computing basic earnings per sh 140,74 140,06 138,84
Incremental common shares attributable to dilusieeurities

Conversion of convertible securiti 43t 707 981

Shares issuable under outstanding stock op 1,12¢ 1,08¢ 1,60:

Number of shares as adjusted for purposes of conypdiiuted
earnings per shal 142,30° 141,86« 141 ,43.

Basic earnings per she $

Diluted earnings per sha $

N BN
I N
—_ (%)
i
ol o
(£3) rm
il W
N BN
(an) NY

The weighted average number of optionautchase shares of common stock that were excliudedthe computation of diluted
earnings per share because the exercise price option was greater than the average market pfitee common stock was 1,346,000 for
2001, 969,000 for 2000 and 20,000 for 1999.

(14) Accounting for the Effects of Regulation

The Company’s regulated telephone opmratare subject to the provisions of Statemeniradrieial Accounting Standards No. 71,
“Accounting for the Effects of Certain Types of Réagion” (“SFAS 71"). Actions of regulators can pide reasonable assurance of the
existence of an asset, reduce or eliminate theevaflan asset and impose a liability on a regulatedrprise. Such regulatory assets and
liabilities are required to be recorded and, aciogylgl, reflected in the balance sheet of an emtitlgject to SFAS 71.

The Company’s consolidated balance siieef December 31, 2001 included regulatory asgetpproximately $769.8 million and
regulatory liabilities of approximately
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$2.9 million. The $769.8 million of regulatory assencluded amounts related to accumulated depieciéb766.3 million), income taxes
($235,000), deferred costs associated with regylgmceedings ($356,000) and deferred financirgsc($2.9 million). The $2.9 million of
regulatory liabilities was established in connettiath the adoption of Statement of Financial Aaating Standards No. 109, “Accounting
For Income Taxes.” Net deferred income tax lialeifitrelated to the regulatory assets and liatsligeantified above were $300.2 million.

Property, plant and equipment of the Canys regulated telephone operations has been defeé using the straight line method over
lives approved by regulators. Such depreciableslhave generally exceeded the depreciable livasmseonregulated entities. In addition
accordance with regulatory accounting, retiremehtgegulated telephone property have been chamaddumulated depreciation, along with
the costs of removal, less salvage, with no gainss recognized. These accounting policies hasidtesl in accumulated depreciation being
significantly less than if the Company’s telephaperations had not been regulated.

Statement of Financial Accounting Stadda¥o. 101, “Regulated Enterprises — Accountingtfier Discontinuance of Application of
FASB Statement No. 71" (“SFAS 101"), specifies #oeounting required when an enterprise ceasesé¢btime criteria for application of
SFAS 71. SFAS 101 requires the elimination of ttiects of any actions of regulators that have breeognized as assets and liabilities in
accordance with SFAS 71 but would not have beeogrized as assets and liabilities by non-regulatedrprises, along with an adjustment
of certain accumulated depreciation accounts lecethe difference between recorded depreciatimhthe amount of depreciation that wo
have been recorded had the Company’s telephonatapes not been subject to rate regulation. SFASfaiher provides that the carrying
amounts of property, plant and equipment are tadjpasted only to the extent the assets are impainddhat impairment shall be judged in
the same manner as for non-regulated enterprisferiad tax liabilities and deferred investmentdeedits will be impacted based on the
change in the temporary differences for propetgniand equipment and accumulated depreciation.

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

The properties to be acquired from Vanizn2002 are not expected to be accounted forruhaeprovisions of SFAS 71.

C-52




Table of Contents

CENTURYTEL, INC.
Notes to Consolidated Financial Statements — (Comtiled)

(15) Stock Option Program

CenturyTel has a 2000 incentive compémsairogram which allows the Board of Directorgptigh the Compensation Committee, to
grant incentives to certain employees in any ore @smbination of several forms, including inceatand non-qualified stock options; stock
appreciation rights; restricted stock; and perfarogashares. As of December 31, 2001, CenturyTetdsetved 8.4 million shares of comn
stock which may be issued under CenturyTel’s carir@entive compensation program.

Under the Company’s programs, optionseHasen granted to employees at a price either égualexceeding the then-current market
price. All of the options expire ten years aftex thate of grant and the vesting period ranges fnomediate to three years.

During 2001 the Company granted 1,971 0f%bons (the “2001 Options”) at market price. Wneighted average fair value of each of
the 2001 Options was estimated as of the dateaoft¢o be $11.16 using an option-pricing model wligh following assumptions: dividend
yield — .6%; expected volatility — 30%; risk-free intereate — 4.8%; and expected option life — sevensgea

During 2000 the Company granted 1,5650f&@bns (the “2000 Options”) at market price. Wneighted average fair value of each of
the 2000 Options was estimated as of the dateaoft ¢go be $12.46 using an option-pricing model wlih following assumptions: dividend
yield — .5%; expected volatility — 25%; risk-free intereate — 5.3%; and expected option life — sevensgea

During 1999 the Company granted 83,74®op (the “1999 Options”) at market price. The gi#ed average fair value of each of the
1999 Options was estimated as of the date of godoe $15.90 using an option-pricing model with filiéowing assumptions: dividend
yield — .4%; expected volatility — 20%; risk-free intereate — 6.6%; and expected option life — sevengea
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Stock option transactions during 2000@®&nd 1999 were as follows:

Number of Average
Options Price
Outstanding December 31, 19 4,780,61 $13.3¢
Exercisec (1,369,45) 10.9C
Granted 83,74 40.8¢
Forfeited (9,055 37.07
Outstanding December 31, 19 3,485,84. 14.92
Exercisec (369,309 12.4¢
Granted 1,565,75! 33.0C
Forfeited (1,125 13.3:
Outstanding December 31, 20 4,681,15! 21.1¢
Exercisec (149,806 15.91
Granted 1,971,75! 28.1¢
Forfeited (135,58) 18.4:
Outstanding December 31, 20 6,367,52 23.51
|
Exercisable December 31, 20 3,113,491 15.21
|
Exercisable December 31, 20 3,342,211 17.81
|
The following tables summarize certaifoimation about CenturyTel’s stock options at Deben81, 2001.
Options Outstanding
Weighted Average Weighted
Number of Remaining Contractual Average Exercise
Range of Exercise Prices Options Life Outstanding Price
$11.6-12.30 760,96t 1.7 $12.2¢
13.33-17.64 1,934,421 4.2 14.9¢
24.50-26.31 381,65( 7.8 25.2¢
26.98-31.54 1,932,13 8.€ 28.1¢
31.75-38.50 1,313,51 9.2 34.6:
39.00-46.19 44,83: 7.4 42.51]
11.67-46.19 6,367,52! 7.8 23.51
|
Options Exercisable
Number of Weighted Average
Range of Exercise Prices Options Exercisable Exercise Price
$11.6-12.30 760,96t $12.2¢
13.33-17.64 1,934,42 14.9¢
24.50-26.31 120,82 25.21
26.98-31.54 62,95 28.8¢
31.75-38.50 418,22 34.62
39.00-46.19 44,831 42.5]
11.67-46.19 3,342,211 17.81



The Company applies Accounting PrincifBesrd Opinion No. 25, “Accounting for Stock IssuedEmployees,” in accounting for its
program. Accordingly, the Company has not recoghtzzampensation cost in connection with issuingkstitions. If compensation cost
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for CenturyTel's options had been determined coasisvith Statement of Financial Accounting StandaXo. 123 “Accounting for Stock-
Based Compensation”, the Company’s net income andregs per share on a pro forma basis for 20000 20id 1999 would have been as
follows:

Year Ended December 31,

2001 2000 1999

(Dollars in thousands,
except per share amounts)

Net income
As reportec $343,03:  $231,47.  $239,76¢
Pro forma $334,06( $225,16- $239,03:

Basic earnings per she
As reportec $ 242 $ 168 $ 1.7z
Pro forma $ 237 $ 16 $ 1.7z

Diluted earnings per sha
As reportec $ $ $
Pro forma $ $ $

2.41
2.3t

1.6¢
1.5¢

1.7¢C
1.6¢

(16) Supplemental Cash Flow Disclosures

The Company paid interest, net of amouapstalized of $3.5 million, $4.5 million and $21lllion during 2001, 2000 and 1999,
respectively, of $224.7 million, $164.0 million a$di48.3 million during 2001, 2000 and 1999, respebt. Income taxes paid were
$128.3 million in 2001, $142.3 million in 2000 a$#&70.9 million in 1999.

CenturyTel has consummated the acquisitad various telephone and wireless operatiosgalvith certain other assets, during the
three years ended December 31, 2001. In connewttbrthese acquisitions, the following assets vaaguired and liabilities assumed:

Year Ended December 31,

2001 2000 1999

(Dollars in thousands)

Property, plant and equipment, | $ — $ 607,41 $ 83C
Excess cost of net assets acqu 33,18 917,46¢ 20,19¢
Other investment — 7,14t —
Long-term debt — (37¢) —
Deferred credits and other liabiliti 13,94¢ (44,465 —
Other assets and liabilities, excluding cash asth eguivalent — 53,67: (52
Decrease in cash due to acquisiti $47,13: $1,540,85! $20,97:

| | |

CenturyTel has disposed of various tebeyghand wireless operations, along with certaieroéissets, during the three years ended
December 31, 2001. In connection with
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these dispositions, the following assets were diglbilities eliminated, assets received and gatognized:

Year Ended December 31,

2000 1999

(Dollars in thousands)

$ (4,067  $(165,280)
(4,07) (296,609
— (18,369

(76 58,59t

(20,597 (62,80%)

2001
Property, plant and equipment, | $ (20,659
Excess cost of net assets acquired —
Marketable equity securitie (3,619
Other assets and liabilities, excluding cash asth eguivalent 51,59:
Gain on sale of asse (199,97)
Increase in cash due to dispositis $(172,64%)

|

$(29,49Y)  $(484,46)

In connection with the sale of PCS li@nt Leap in the second quarter of 2001, the Cagnpeceived approximately $86.5 million in

the form of a promissory note. Such note was sulesgty collected in installments through the fougtharter of 2001.

(17) Fair Value of Financial Instruments

December 31, 2001 and 2000.

The following table presents the carry@imgounts and estimated fair values of certain @Gbmpany’s financial instruments at

Carrying Fair
Amount Value
(Dollars in thousands)
December 31, 2001
Financial assets $ 3024 $ 30 2463
Financial liabilities
Long-term debt (including current maturities) $3.043.33. $3.040 24@
Other

December 31, 200l
Financial asset

$ 39,714 $ 39,718

Investment:

Marketable equity securities § 4280 § 42800

Other $ 36,51 $ 36,514
Financial liabilities

Long-term debt (including current maturities) $3.200.25. $3.107.89@
Other

@

@

(©)

Fair value was based on quoted market prices.

Fair value was estimated by the Company to appratéroarrying value.

approximates the fair value due to the short migtofithese instruments.
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$ 40,87¢ $ 40,87¢

Fair value was estimated by discounting the scleebpayment streams to present value based up@nctatently offered to the
Company for similar deb

The carrying amount of cash and cash egeiNs) accounts receivable, short-term debt, aceqayable and accrued expenses
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(18) Business Segments

The Company has two reportable segmégiephone and wireless. The Company’s reportalymeats are strategic business units that
offer different products and services. The opegaiittome of these segments is reviewed by the cipiefating decision maker to assess
performance and make business decisions. Otheatiqes include, but are not limited to, the Compampn-regulated long distance
operations, Internet operations, competitive l@ahange carrier operations, fiber network busiagsissecurity monitoring operations. In
August 2001, the Company announced that it is exgjdhe potential separation of its wireless basgfrom its other operations.

The Company’s telephone operations anglweted in rural, suburban and small urban comrimasin 21 states. Approximately 87% of
the Company'’s telephone access lines are in Wistofigkansas, Washington, Missouri, Michigan, Laais, Colorado, Ohio and Oregon.
The Company’s wireless customers are located irhigan, Louisiana, Wisconsin, Mississippi, Texag] Ankansas.

Depreciation
Operating and Operating
Revenues Amortization Income

(Dollars in thousands)

Year Ended December 31, 200

Telephone $1,505,73. $398,28: $423,42(
Wireless 437,96! 66,34¢ 112,40:
Other operation 173,77: 8,75¢ 22,09¢
Total $2,117,46' $473,38: $557,91¢

| | |

Year Ended December 31, 2000

Telephone $1,253,96' $317,90¢ $376,29(
Wireless 443,56 65,23¢ 117,86!
Other operation 148,38t 4,911 31,25¢
Total $1,845,92 $388,05¢ $525,41:

| | |

Year Ended December 31, 199

Telephone $1,126,11. $273,66t $351,55¢
Wireless 422,26 68,59: 133,93(
Other operation 128,28t 6,557 22,58(
Total $1,676,66! $348,81¢ $508,06¢

| I I

Year Ended December 31,

2001 2000 1999

(Dollars in thousands)

Operating incom: $557,91¢ $52541. $ 508,06
Nonrecurring gains and losses, 199,97: 20,59: 62,80¢
Interest expens (225,52) (183,309 (150,55)
Income from unconsolidated cellular entit 27,46( 26,98¢ 27,67¢
Minority interest (11,817 (10,207 (27,919
Other income and expen 5,041 6,69¢ 9,19(
Income before income tax exper $553,05¢ $386,18 $429,27.

| | |
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Year Ended December 31,

2001 2000 1999

(Dollars in thousands)
Capital expenditure

Telephone $351,01(  $275,52:  $233,51:
Wireless 71,21 58,46¢ 58,76(
Other operation 84,50¢ 115,54¢ 97,70¢
Total $506,72°  $449,53°  $389,98(
L] I I

December 31,

2001 2000 1999

(Dollars in thousands)

Total asset
Telephone $4,629,22. $4,741,28. $3,207,69
Wireless 877,22 930,40¢ 1,023,931
Other operation 812,23t 721,60( 473,78:
Total asset $6,318,68: $6,393,29I $4,705,40

Other accounts receivable are primanihpants due from various long distance carrierqgipally AT&T, and several large local
exchange operating companies.

(19) Commitments and Contingencies

Construction expenditures and investment®hicles, buildings and equipment during 20@2estimated to be $315 million for
telephone operations, $65 million for wireless apiens and $45 million for other operations.

From time to time, the Company is invalve various claims and legal actions relatingi® ¢onduct of its business. In the opinion of
management, the ultimate disposition of these meattédl not have a material adverse effect on tlhenfany’s consolidated financial position
or results of operations.

(20) Pending Acquisitions

In October 2001, the Company entered dietiinitive asset purchase agreements to purchasedffiliates of Verizon telephone access
lines (which numbered approximately 676,000 at Demer 31, 2001) and related local exchange asséisssouri and Alabama for
approximately $2.159 billion in cash, subject tguatinents which are not expected to be materigieraggregate. Under each definitive
agreement, the Company has agreed to pay VerizZnof@he transaction consideration if the purctiaget consummated under specified
conditions, including the Company’s incapacityitahce the transaction. These transactions areifatiéd to close in the second half of
2002, subject to regulatory approvals and certfieroclosing conditions. The Company’s financingna are not yet complete and will be
dependent upon the Company’s review of its altéraatand market conditions.
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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)
(Unaudited)
2001
Operating revenue $516,00¢ $518,93¢ $539,37° $543,14¢
Operating incom: $134,20¢ $135,20! $143,81: $144,69!
Net income $ 46,72. $154,24: $ 92,30t $ 49,76!
Basic earnings per she $ .38 $ 1.1C $ .6€ $ .35
Diluted earnings per sha $ .32 $ 1.0¢ $ .6t $ .3t
2000
Operating revenue $412,95¢ $423,15¢ $482,63: $527,18(
Operating incom: $111,42: $124,89: $147,05¢ $142,04(
Net income $ 49,28¢ $ 57,84¢ $ 67,22¢ $ 57,12:
Basic earnings per she $ 3 $ 41 $ A€ $ 41
Diluted earnings per sha $ 3 $ 41 $ 47 $ A4C

Diluted earnings per share for the secamdithird Quarters of 2001 included $.75 and $&7share, respectively, of net gains on sales
of assets. See Note 12 for additional information.

Diluted earnings per share for the fastl third Quarters of 2000 included $.04 and $&5share, respectively, of gain on sale of as
See Note 12 for additional information. On July 2000 and September 29, 2000, affiliates of the @y acquired over 490,000 telephone
access lines and related assets from Verizon. e XNfor additional information.
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CenturyTel, Inc. 000000 0000000000 0 0000
000000000.000 ext
000000000.000 ext

[BAR CODE] 000000000.000 ext
000000000.000 ext

MR A SAMPLE 000000000.000 ext

zgg'fNAT'ON (IF ANY) 000000000.000 ext

s 000000000.000 ext

ADD 3

ADD 4 Holder Account Number

ADD 5

ADD 6 C 1234567890 JNT

[BAR CODE]

Use a blaclpen. Print in
CAPITAL letters inside the grey [A] [B] [C] [1][2] [3] [X] [

aress as shown in this examg

] Mark this box with an X if you have made
changes to your name or address detailgeabo

Annual Meeting Proxy Card

A To elect five Class Il Directors
1. The Board of Directors recommends a vote FORistexl nominees.
For Withhold
01— Virginia Boulet [ ] [ ] KEY FOR EXPLANATION OF VOTING RIGHTS

02 — Ernest Butler, Jr. [ ] [ ] TVS — TOTAL VOTING SECURITIES, INCLUDING DIVIDEND
REINVESTMENT
AND/OR EMPLOYEE STOCK PURCHASE PLAN(¢

03— James B. Gardni [ ] [ ] 1VT - ONE-VOTE TOTAL

10VT - TEN-VOTE TOTAL
04— R. L. Hargrove, Ji [ ] [ ] VOTE - TOTAL VOTES TO WHICH YOU ARE ENTITLEL
05 — Johnny Hebert [ ] [ ] NOTE: TO DETERMINE THE TOTAL NUMBER OF 10-VOTE

SHARES, DIVIDE THE 10VT AMOUNT BY TEN (10).
B Issues

The Board of Directors recommends a vote FOR thewang proposals.
For Against Abstain

2. To approve the Company’s 2002 Directors [ ] [ ] [ ] 4. In their discretion to vote upon such other bess as
Stock Option Plan described in the Proxy may properly come before the Meeting.
Statement for the Meetir

3. To approve the Compargy2002 Manageme [ ] [ 1] [ 1]
Incentive Compensation Plan described in the
Proxy Statement for the Meetil

C Authorized Signatures — Sign Here — This section nmat be completed for your instructions to be executk

Please sign exactly as name appears on the cateific certificates representing shares to be vmdtlis proxy. When signing as execut



administrator, attorney, trustee or guardian, @agsge full title as such. If a corporation, pleaggn in full corporate name by president or
other authorized officer. If a partnership, plesigm in partnership name by authorized persons.

Signature ] Signature & Date (dd/mm/yyyy
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Proxy — CenturyTel, Inc.

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

The undersigned hereby constitutes and appoint&€&h. Wllliams or Glen F. Post, lll, or either tifem, proxies for the undersigned, with
full power of substitution, to represent the undgred and to cast the number of votes attributabldl of the shares of common stock and
voting preferred stock (collectively, the “Votingh&es”) of CenturyTel, Inc. (the “Company”) thaé thndersigned is entitled to vote at the
annual meeting of shareholders of the Company teelton May 9, 2002, and at any and all adjournmtrereof (the “Meeting”).

The Board of Directors recommends that you vote F@Rhominees and the proposals listed on thesewade hereof. In addition to serving
as a Proxy, this card will also serve as instruntito Computershare Investor Services, LLC (theet®{) to cast in the manner designated on
the reverse side hereof the number of votes alledalthe undersigned, if any, that are attribigablshares of the Company’s common stock
held as of March 20, 2002 in the name of the Agek credited to any plan account of the undersigmagcordance with the Company’s
dividend reinvestment plan or employee stock pwseth@ans. Upon timely receipt of this Proxy, préypexecuted, all of the votes attributa

to your Voting Shares, including any held in thenesof the Agent, will be voted as specified. I&tRiroxy is properly executed but no spe
directions are given, all of your votes will be @dtfor the nominees and the proposals.

(Please See Reverse Side)
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