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PART I
Iltem 1. Business

General. Century Telephone Enterprises, Inc. ("@gh), which operates under the tradename of Cgmelr is a regional diversified
communications company engaged primarily in praxgdbcal exchange telephone services and cellelephone services. For the year er
December 31, 1998, local exchange telephone opesatind cellular operations provided 69% and 2@%&pectively, of the consolidated
revenues of Century and its subsidiaries (the "Gom). All of the Company's telephone and celldperations are conducted within the
continental United States and Alaska.

At December 31, 1998, the Company's local exchéglgphone subsidiaries operated over 1.3 millitepteone access lines, primarily in
rural, suburban and small urban areas in 21 stattsthe largest customer bases located in Wisnphgashington, Alaska, Michigan,
Louisiana, Colorado, Ohio, Oregon and Montana. Adiog to published sources, the Company is thehrargest local exchange telephone
company in the United States based on the numbercafss lines served. For more information, sekefihene Operations."

At December 31, 1998, the Company's majority-owared operated cellular systems served approxim24y000 customers in 21
Metropolitan Statistical Areas ("MSASs") in Michigahouisiana, Arkansas, Mississippi, Wisconsin aedds, and 23 Rural Service Areas
("RSAs"), most of which are in Michigan, Mississipy/isconsin, Louisiana and Arkansas. The Compamyisership interest in these
operated markets represented approximately 8.lomitlops (the estimated population of licensedutaiitelephone markets multiplied by
Company's proportionate equity interest in thengesl operators thereof). At December 31, 1998Ctmapany also owned minority equity
interests in 10 MSAs and 17 RSAs, representingamprately 1.9 million pops. Of the Company's 10.llion aggregate pops,
approximately 67% are attributable to the Compalh8a\ interests, with the balance attributable $oRSA interests. All of the cellular
systems operated by the Company are operated uiirddine licenses, except for five MSAs and fourASwvhich are operated under non-
wireline licenses. According to data derived frooblished sources, the Company is the tenth laggstiar telephone company in the Uni
States based on the Company's 10.1 million pogsmBoe information , see "Cellular Operations."

The Company also provides long distance, call ceageurity monitoring, cable television and int#nze services in certain local and regic
markets, as well as certain printing and relatedises. For more information, see "Other Operatibns

Recent acquisitions and dispositions. On Decemp&948, the Company acquired the assets of cesfakmeritech's telephone operations
and related telephone directories in 19 telephaobanges covering 21 communities in northern amtraEWisconsin for approximately
$221 million cash. The operations acquired by then@any include the telephone property and equipthetitserves nearly 69,000
customers, or approximately 86,000 access linesgdsas the nine related telephone directories.

On December 1, 1997, the Company acquired Paagfiecbm, Inc. ("PTI") in exchange for $1.503 billioash. As a result of the PTI
acquisition, the Company acquired (i) over 660,@6phone access lines in four midwestern stagegrswestern states and Alaska, (ii) over
88,000 cellular customers in ten markets locatddnmidwestern states and Alaska and (iii) varisireless, cable television and other
communications assets. In May 1998, the CompartyRdl's undersea cable operations for approxim&@ly8 million cash.

During late 1997 and early 1998, the Company aequiwvo security alarm businesses that provide ceswio approximately 6,000 customers
in north central Louisiana, southern Arkansas amthmvestern Mississippi.

In December 1997 the Company acquired an additio®# interest in Wisconsin RSA 8, which is adjaderthe Company's existing cellular
operations in southwestern Wisconsin.

During 1997 the Company exchanged its 89% inténdst competitive access subsidiary for approxefa#t.3 million shares of publicly
traded common stock. Approximately 3.8 million sfgof such stock were sold in November 1997 foB%20lion and the remaining shares
were converted into approximately 1.0 million stsaoé MCIWorldCom, Inc. ("WorldCom") in early 1998 the second quarter of 1998, the
Company sold 750,000 shares of WorldCom commorkgtrc$35.6 million. In January 1999, the Companidsts remaining shares of
WorldCom stock for $20.1 million.

In January 1997 the Company acquired Pecoco,dmrgvider of local exchange telephone servic@im Eounties in Wisconsin. As a result
of the acquisition, the Company acquired (i) mdwant 7,600 telephone access lines,

(if) a minority interest in two cellular partnerpBiserving Madison and Milwaukee, Wisconsin, repméag approximately 35,000 pops and
(iii) certain cable television assets.

In August 1998 the Company entered into a defiaiigreement to sell the stock of the entities cotily the Company's Alaska operation
ALEC Acquisition Corporation for $415 million castubject to various adjustments. Proceeds fromttaisaction will be used to reduce
debt. The Alaska transaction is anticipated toecioghe second quarter of 1999, subject to regujapprovals and various closing
conditions. The transaction is also subject toatinger's receipt of financing pursuant to its erigtilebt and equity financing commitments.

In January 1999 the Company signed definitive gasethase agreements to sell all of the operatibttze Brownsville and McAllen, Texas,
cellular markets to Western Wireless Corporatiar@b million cash, subject to various adjustmefite Company, which is the majority
owner in these markets, will receive a proportiersttare of the sale proceeds of approximately $iB@mafter-tax. The transaction



expected to close in the second quarter of 1998esuto regulatory approvals, the satisfactory plation of buyer's due diligence and
various other closing conditions.

Over the past several years, the Company has eggatsdoperations through an ongoing program ofisttipns. Substantial acquisitions
during the last five years also include the 19%uégition of Celutel, Inc. (over 1.1 million popg)he Company continually evaluates the
possibility of acquiring additional telecommunicats assets in exchange for cash, securities or &othat any given time may be engaged in
discussions or negotiations regarding additionguasitions. Over the past few years, the numbersizal of communications properties on
market has increased substantially. Recently, &angel communications companies announced theirtitaesell up to 1.6 million primarily

rural access lines. Although the Company's prinfiacys will continue to be on acquiring telephond aireless interests that are proximate

to its properties or that serve a customer bage lenough for the Company to operate efficientiiyjepcommunications interests may also be
acquired.

Other. As of December 31, 1998, the Company hadoappately 5,800 employees, approximately 1,00&odm were members of seven
different bargaining units represented by the hd@onal Brotherhood of Electrical Workers, Comnuaions Workers of America, or the
NTS Employee Committee. Relations with employeetinae to be generally goo

In mid-1998, the Company adopted the tradenametl@grel" as part of its branding strategy to openatder a single name. The Company
currently markets its telephone, cellular, longatise, Internet access and most of its other ssvinder the CenturyTel tradename. Century
proposes to formally change its corporate nameetat@yTel, Inc. at its 1999 annual shareholderstimgscheduled for May 6, 1999.

Century was incorporated under Louisiana law in8l@6serve as a holding company for several telepltompanies acquired over the
previous 15 to 20 years. Century's principal exgeutffices are located at 100 Century Park DriMenroe, Louisiana 71203 and its
telephone number is (318) 388-9000.

TELEPHONE OPERATIONS

According to published sources, the Company isithth largest local exchange telephone companyérinited States, based on the more
than 1.3 million access lines it served at Decemlie1998. All of the Company's access lines agéally switched. Through its operating
telephone subsidiaries, the Company provides s\t predominately rural, suburban and small urbarkets in 21 states. The table below
sets forth certain information with respect to @@mpany's access lines as of December 31, 199838W

December 31, 1998 D ecember 31, 1997
Number of  Percent of Numb er of Percent of
State access lines access lines acces s lines access lines
Wisconsin 340,895 25% 245 ,091 20%
Washington 175,508 13 166 ,611 14
Alaska 131,858 10 124 ,869 10
Michigan 108,769 8 104 ,440 9
Louisiana 97,676 7 94 432 8
Colorado 86,249 7 81 ,206 7
Ohio 80,400 6 77 ,987 7
Oregon 75,392 6 71 ,544 6
Montana 60,657 5 57 ,390 5
Texas 44,822 3 41 ,852 4
Arkansas 43,778 3 42 , 193 4
Minnesota 29,708 2 29 ,029 2
Tennessee 25,609 2 24 ,578 2
Mississippi 19,648 2 17 ,839 2
Idaho 5,881 1 5 , 746 -
New Mexico 5,770 - 5 ,559
Indiana 5,136 - 4 ,975
Wyoming 4,663 - 4 447
lowa 1,938 - 1 ,801
Arizona 1,780 - 1 ,624
Nevada 430 - 437
1,346,567 100% 1,203 ,650 100%

As indicated in the following table, the Compan lexperienced growth in its telephone operatioms the past several years, a substantial
portion of which was attributable to the acquisitiaf PTI and other telephone properties and tekpansion of services:

Year ended or as o f December 31,

1998 1997 1996 1995 1994

(Dollars in t housands)




Access lines 1,346,567 1,203,650 503,56 2 480,757 454,963
% Residential 74% 74 7 7 78 79
% Business 26% 26 2 3 22 21
Operating revenues $1,091,610 530,597 451,53 8 419,242 391,265
Capital expenditures $ 233,190 115,854 110,14 7 136,006 152,336

Future growth in telephone operations is expeaduktderived from (i) acquiring additional telepb@roperties, (ii) providing service to ni
customers, (iii) increasing network usage andgioyviding additional services made possible by adea in technology and changes in
regulation. For information on developing compeétirends, see "-Regulation and Competition."

Services

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

1998 1997 1996
Local service 30.4% 27.8 26.9
Network access 57.7 60.2 61.2
Other 11.9 12.0 11.9
100.0%  100.0 100.0

Local service revenues are derived from the proxisif local exchange telephone services in the Gayip service areas. Internal access line
growth during 1998, 1997 and 1996 was 4.7%, 4.4864a8%, respectively. The Company believes thagsstine growth in the future

should benefit from population growth in its seevereas, acquisitions and increases in the nunfilteruseholds maintaining more than one
access line. The Company markets local Internegsacinn 396 communities in 12 states, which the Gompbelieves has led to an increase in
orders for second lines.

Network access revenues primarily relate to sesywevided by the Company to long distance caraesother customers in connection \
the use of the Company's facilities to originatd serminate interstate and intrastate long distagleghone calls. Access charges to long
distance carriers and other customers are basttitiad access rates filed with the Federal Comigations Commission ("FCC") for
interstate services and with the respective segelatory agency for intrastate services. Certhth@ Company's interstate network access
revenues are based on access charges filed divgthilyhe FCC; the remainder of such revenues areed under revenue sharing
arrangements with other LECs administered by thioNal Exchange Carrier Association ("NECA").

Certain of the Company's intrastate network acomssnues are derived through access charges bifldte Company to intrastate long
distance carriers and other LEC customers. Suchsi@te network access charges are based on sag#sswhich are subject to state
regulatory commission approval. Additionally, céntaf the Company's intrastate network access t&®ralong with intrastate long distance
revenues, are derived through revenue sharinggenaents with other LECs.

The installation of digital switches and relateftware has been an important component of the Caogipgrowth strategy because it allows
the Company to offer enhanced services (such afocabhrding, conference calling, caller identifitcm, selective call ringing and call
waiting) and to thereby increase utilization ofstixig access lines. In 1998 the Company continoeckpand its list of premium services
(such as voice mail and Internet access) offeregitain service areas and aggressively market=g thervices.

The Company is installing fiber optic cable in ed@mtof its high traffic routes and provides alté¢ivarouting of telephone service over fiber
optic cable networks in several strategic operagirggs. At December 31, 1998, the Company's tetephiobsidiaries had over 8,350 miles of
fiber optic cable in use.

Other revenues include revenues related to (i)rigaselling, installing, maintaining and repairiogstomer premise telecommunications
equipment and wiring, (ii) providing billing and Itection services for long distance companies) fidrticipating in the publication of local
directories and (iv) providing Internet accessth end of 1998, the Company offered Internet acitegelephone markets representing 60%
of its access lines. Certain large communicati@mpanies for which the Company currently providdéslg and collection services continue
to indicate their desire to reduce their billinglamollection expenses, which may result in fut@ductions of the Company's billing and
collection revenues.

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

Federal Financing Programs



Certain of the Company's telephone subsidiariesivedong-term financing from the Rural UtilitiegiSice ("RUS") and the Rural Telephone
Bank ("RTB"). The RUS has made long-term loan®tepghone companies since 1949 for the purposembiing telephone service in rural
areas. The RUS continues to make new loans atstteates that range from 5% to 7% based on borrquadifications and the cost of funds
to the United States government. The RTB, estadudish 1971, makes long-term loans at interest ta@eesd on its average cost of funds as
determined by statutory formula (such rates rariged 5.71% to 5.96% for the fiscal year ended Saper 30, 1998), and in some cases
makes loans concurrently with RUS loans. Most ef@ompany's telephone plant is pledged or mortgémedcure obligations of the
Company's telephone subsidiaries to the RUS and. Rii® Company's telephone subsidiaries which hav@twed from government
agencies generally may not loan or advance anysftm@entury, but may pay dividends if certain ficial covenants are met.

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

Traditionally, LECs have operated as regulated mohes. Consequently, the majority of the Compatstesphone operations have
traditionally been regulated extensively by varistete regulatory agencies (generally called pugaiwvice commissions or public utility
commissions) and by the FCC. As discussed in greéatail below, passage of the Telecommunicatiocisoh 1996 (the "1996 Act"), couple
with state legislative and regulatory initiativesdaechnological changes, has fundamentally altéredelephone industry by reducing the
regulation of LECs and permitting competition ircleaegment of the telephone industry. Although @sranticipates that these trends
towards reduced regulation and increased compeititith continue, it is difficult to determine thefm or degree of future regulation and
competition in the Company's service areas.

State regulation. The local service rates andstdta access charges of substantially all of theg2my's telephone subsidiaries are regulated
by state regulatory commissions. Most of such cassimins have traditionally regulated pricing throlgite of return" regulation that focus

on authorized levels of earnings by LECs. Mostheke commissions also (i) regulate the purchaseardf LECs, (ii) prescribe
depreciation rates and certain accounting procadamd (iii) regulate various other matters, inahgdcertain service standards and operating
procedures.

In recent years, state legislatures and regulamnymissions having jurisdiction over the Compatsfgphone subsidiaries in most of the
states in which the Company has substantial opesatiave either begun to reduce the regulatiorE@d or have announced their intentio
do so, and it is expected that this trend will @mne. Wisconsin, Louisiana and several other ofd¢hstates have passed legislation which
permit LECs to opt out of rate of return regulatinrexchange for agreeing to alternative formsegfutation which typically permit the LEC
greater freedom to establish service rates in exgdéor agreeing not to charge rates in excespetfified caps. The Company continues to
explore its options in these states. The Compaligues that reduced regulatory oversight of certdithe Company's telephone operations
may allow the Company to offer new and competitigevices faster than under the traditional regugtoocess. Coincident with these
efforts, legislative, regulatory and technologichhnges have introduced competition into the lexahange industry. See "-Developments
Affecting Competition."

Substantially all of the state regulatory commissibave statutory authority, the specific limitsadfich vary, to initiate and conduct earnings
reviews of the LECs that they regulate. As pathefmovement towards deregulation, several stagesaving away from traditional rate of
return regulation towards price cap regulation imeentive regulation (which are similar to the F@&@ulations discussed below), and are
actively encouraging larger LECs to adopt theseandarms of price regulation. The continuationtsttrend may lead to fewer earnings
reviews in the future. Currently, however, mosth&f Company's LECs continue to be regulated urateraf return regulation.

During 1995 the Louisiana Public Service Commisgia?SC") adopted a new regulatory plan for indefeet telephone companies in
Louisiana that incrementally reduced the Compamgtess revenues between 1996 and 1998. In 199P®@ adopted a Consumer Price
Protection Plan (the "Louisiana Plan"), effectiuwdéyJL997, which impacts all of the Company's LE@smating in Louisiana. The new form of
regulation will focus on price and quality of se®i Under the Louisiana Plan, the Company's LougslZECS' local rates were frozen for a
period of three years and access rates were flfozenperiod of two years. Although the LouisiadarPhas no specified term, the LPSC is
required to review it by mid-2000. The Company'sils@na LECs have the option to propose a new glamy time if the LPSC determines
that (i) effective competition exists or (ii) unémeen events threaten the subsidiary's abilitydeige adequate service or impair its financial
health.

The Company's telephone operations in Wisconsirvibkee acquired in the December 1997 acquisitioRdfhave been regulated under an
alternative regulation plan (the "Wisconsin Plasitjce June 1996. The Wisconsin Plan has a fivetgear and includes a provision that
allows the Company's subsidiary covered by such fgdreely adjust rates within specified parametecertain quality-of-service and
infrastructuredevelopment commitments are met. The Wisconsin &kmincludes initiatives designed to promote cetitipn. In early 199¢
another of the Company's Wisconsin LECs filed aiestjwith the Wisconsin Public Service Commissmbeé regulated under an alternative
regulation plan.

The Michigan Public Service Commission regulates@ompany's Michigan telephone subsidiaries putsoahe parameters established by
the Michigan Telecommunications Act of 1995 ("MTAThe MTA restructured regulation to focus on precel quality of service as opposed
to traditional rate of return regulation. The MTélies more on existing federal and state law rdaggrdntitrust consumer protection and fair
trade to provide safeguards for competition andsaorers.

FCC regulation. The FCC regulates the interstatdcas provided by the Company's telephone sulrgégigrimarily by regulating th



interstate access charges that are billed to Igstgrice companies and other LEC customers by thep@oy for use of its local network in
connection with the origination and terminationrdérstate telephone calls. Additionally, the FC& Iprescribed certain rules and regulations
for telephone companies, including regulations reigg the use of radio frequencies; a uniform systd accounts; and rules regarding the
separation of costs between jurisdictions andnaitely, between interstate services.

Effective January 1, 1991, the FCC adopted prigeregulation relating to interstate access ratethiRegional Bell Operating Companies
("RBOCs") and GTE Corporation. All other LECs mdgat to be subject to price-cap regulation. Undéeacap regulation, limits imposed
on a company's interstate rates are adjusted peallydto reflect inflation, productivity improverme and changes in certain non-controllable
costs. In May 1993 the FCC adopted an optionalnitiee regulatory plan for LECs not subject to préagp regulation. A LEC electing the
optional incentive regulatory plan would, amongeutthings, file tariffs based primarily on histaicosts and not be allowed to participate in
the relevant NECA pooling arrangements. The Compeasynot elected price-cap regulation or the optiorcentive regulatory plan, but will
continue to evaluate its options on a periodicdhdsither election, if made by the Company, woldgénto be applicable to all of the
Company's telephone subsidiaries. The authorizedsitate access rate of return for the Compangptiene subsidiaries is currently 11.25%,
which is the authorized rate established by the FEECECs not governed by price-cap regulationher dptional incentive regulatory plan.

In September 1998, the FCC initiated a proceedingprescribe the authorized rate of return farstate access services provided by LECs.
The FCC periodically represcribes this rate of meto ensure that the service rates filed by inoemh ECs subject to rate of return regula
continue to be just and reasonable. It is uncertdiether or by how much the FCC may lower the aighd rate of return.

In an access charge reform order adopted in May,1t8@ FCC changed its system of interstate acdesges to make them compatible with
the deregulatory framework established by the 18&6 Such changes are primarily applicable to paap companies. The Company's
telephone subsidiaries determine interstate rexeennder rate of return regulation and are, theeefonly minimally impacted by the access
charge reform order. In July 1998, the FCC issubldtice of Proposed Rulemaking to amend the acdemge rules for rate of return
companies in a manner similar to that adopted ficerap companies, subject to reviewing whethiée@inces exist between price cap
companies and rate of return companies that wagdire different rules in order to achieve the gifdbstering an efficient, competitive
marketplace. Comments were filed with the FCC igat 1998; the FCC has not yet issued a final gudim this matter.

In 1998 the FCC created a federal-state joint btardview jurisdictional separations procedureeulgh which the costs of regulated
telecommunications services are allocated to ttlezdtate and intrastate jurisdictions.

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

The 1996 Act authorized the establishment of nadefa and state universal service funds to proeadinued support to eligible
telecommunications carriers. In May 1997 the FC@péed an order on universal service, as mandatékdeny996 Act. In the order, the FCC
ruled that rural telephone companies which aregiesed eligible telecommunications carriers wilhtioue to receive universal service
funding. Each of the Company's LECs has been sgriigsd by its respective state regulatory ageAsya result, the Company's LECs will
continue to receive payments under the federal@tippechanisms currently in effect until the FC®@pid funding support mechanisms be

on forward-looking economic costs, which it is rizgd to do, but no earlier than January 2001. Altiothe Company anticipates that it may
experience a reduction in its federal support reesrat some point in the future, management baligve premature to assess or estimate the
ultimate impact thereof. There can be no assurdrmeever, that such impact will not be materialribg 1998 and 1997 the Company's
telephone subsidiaries received $127.6 million $8%.4 million, respectively, from the federal Unisal Service Fund.

As part of its universal service order, the FC® &stablished a new program to provide up to $Bilibn of discounted telecommunications
services annually to schools and libraries, comimgnganuary 1998. In addition, the FCC establish&400 million annual fund to provide
discounted telecommunications services for ruralthecare providers. All communications carriersyiding interstate telecommunications
services, including the Company's LECs and itautalland long distance operations, are requiradiribute to these programs. The FCC
has stated that local exchange telephone compaiiigscover their funding contributions in theates for interstate services. The Compa
contribution by its cellular and long distance @tems for 1998, which was passed on to its custsmeas approximately $3.1 million.

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

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

Certain long distance carriers continue to reqtiegtcertain of the Company's LECs reduce intrasiatess tariffed rates. There is no
assurance that these requests will not resultéredsed access revenues.

Developments affecting competition. The commundaaiindustry is currently undergoing fundamentages which may have a significi



impact on the future operations and financial panfance of all communications companies. Primaslyaesult of legislative and regulatory
initiatives and technological changes, competitias been introduced and encouraged in each sddter telephone industry, including, m
recently, the local exchange sector. As a reqwdtpumber of companies offering competitive sewvitas increased substantially.

As indicated above, in February 1996 Congress edabe 1996 Act, which obligates LECs to permit petitors to interconnect their
facilities to the LEC's network and to take variatiser steps that are designed to promote congetifihe 1996 Act imposes several duties
on a LEC if it receives a specific request fromthro entity which seeks to connect with or provddevices using the LEC's network. In
addition, each incumbent LEC is obligated to (ioigate interconnection agreements in good faithpfovide "unbundled" access to all
aspects of the LEC's network, (iii) offer resaldteftelecommunications services at wholesale m@tes(iv) permit competitors to collocate its
physical plant on the LEC's property, or provideual collocation if physical collocation is notgaticable. Although the 1996 Act provides
certain exemptions for rural LECs such as thoseatpé by the Company, the FCC's August 1996 ordptementing most of the 1996 Act's
interconnection provisions placed the burden o¥/imgp the continuing availability of these exempsan rural LECs. States are permitted to
adopt laws or regulations that provide for greatanpetition than is mandated under the 1996 AdhdAlgh substantial portions of the FCC's
August 1996 interconnection order have survivedcjatichallenge, the FCC has neither completethtesconnection rulemaking nor issued
rules on universal service or access reform. Mamageé believes that competition in its telephoneiserareas will ultimately increase as a
result of the 1996 Act, although the form and degrecompetition cannot be ascertained until stk &s the FCC (and, in certain instances,
state regulatory commissions) adopts final and ppealable implementing regulations.

Substantially all of the 21 states in which the @amy provides telephone services have taken |¢igislar regulatory steps to further
introduce competition into the LEC business. Layge a result of these steps and the 1996 Actra@les@mpetitive access providers
originally organized to provide redundancy or ascevices have begun, during the past severas ytegprovide competitive local exchange
services, principally in urban areas. Moreover gsaWwell-capitalized long distance, cable telensiwireless and electric utility companies,
along with several start-up companies, have algoméo provide competitive local exchange servaresnnounced their intention to do so,
and this trend is expected to continue. Curretty@ompany is subject to a limited number of agesgmpermitting competitors in
Wisconsin to purchase from the Company unbundlédor& elements or wholesale services, and the Cagnsaaware of only a few other
companies that have requested authorization tagedecal exchange service in the Company's seasieas. Over time, however, the
Company anticipates that several more companiéseagiliest authorization to provide competitive s=s, especially in its operating areas
located near larger urban areas.

In addition to receiving services directly from qoamies competing with incumbent LECs, long distac@m@panies and other users of toll
service are expected to increasingly seek othenseabypass LECs' switching services and locatibligion facilities. Certain interexchan
carriers provide services which allow users to ditleeir traffic from LECs' usage-sensitive sergite their flat-rate services. In addition,
users or long distance companies may constructifyjnodiease facilities to transmit traffic diregtfrom a user to a long distance company.
Cable television companies, in particular, may e o modify their networks to partially or comfgly bypass the Company's local netwc
Moreover, users may choose to use wireless seriadegrass LECs' switching services. Although ¢ertdthe Company's telephone
subsidiaries have experienced a loss of traffeutth bypass, the Company believes that the impactoh loss on revenues has not been
significant.

Historically, cellular telephone services have ctanented traditional LEC services. However, the @any anticipates that existing and
emerging wireless technologies will increasinglyngete with LEC services. Technological and regmatievelopments in cellular telepho
personal communications services, digital microwaeoaxial cable, fiber optics, local-multipoint-ttibution services and other wired and
wireless technologies are expected to further pgatmaidevelopment of alternatives to traditionaddiine services. For further information on
certain of these developments, see "Wireless Opagsat Regulation and Competition."

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

The Company anticipates that the traditional openatof LECs will be increasingly impacted by conid technological developments as
well as legislative and regulatory initiatives &ftiag the ability of LECs to provide new servicegldhe capability of long distance compar
competitive local exchange providers, wireless canigs, cable television companies and others tagea@ompetitive LEC services.
Competition relating to services traditionally pided solely by LECs is expected to initially afféamtge urban areas to a greater extent than
rural, suburban and small urban areas such as iheggich the Company operates. The Company intémdstively monitor these
developments, to observe the effect of emergingpetitive trends in initial competitive markets aodcontinue to evaluate new business
opportunities that may arise out of future techgalal, legislative and regulatory developments.

The Company anticipates that regulatory changesamngbetitive pressures may result in future revardections in its telephone operatic
However, the Company anticipates that such redugtioay be minimized by increases in revenues at#iibe to the continued demand for
enhanced services and new product offerings. WWhdeCompany expects its telephone revenues toruentd grow, its internal telephone
revenue growth rate may slow during upcoming period

CELLULAR OPERATIONS

At December 31, 1998, the Company's cellular hgislirepresented approximately 10.1 million popsylath 67% were applicable to MS;



and 33% were RSA pops. According to data derivethfpublished sources, the Company is the tentlesamellular telephone company in
the United States based on the Company's 10.Jomilops.

Cellular Industry

The cellular telephone industry has been in excgdar approximately 15 years in the United Stafé® industry has grown significantly
during this period and cellular service is now &alae in substantially all areas of the United &at\ccording to the Cellular
Telecommunications Industry Association, at Sepemni®98 there were estimated to be over 51 miltigiular customers across the United
States.

Until recently, substantially all radio transmisssoof cellular systems were conducted on an ar#sis. Technological developments
involving the application of digital radio technglpoffer certain advantages over analog technafpgieluding expanding the capacity of
mobile communications systems, improving voiceitfapermitting the introduction of new serviceadamaking such systems more secure.
Providers of certain services competitive with @elt have incorporated digital technology into thagerations. In recent years most major
cellular carriers have installed digital cellulariee transmission facilities in certain of theistms, principally in larger markets. Digital
service is now available in 95% of the Company'sAMigarkets and the Company plans to expand the riagkef such service during 1999.
See "-Regulation and Competition-Developments AififecWireless Competition."

Construction and Maintenance

The construction and maintenance of cellular systisnsapital intensive. Although all of the CompanySA and RSA systems have been
operational for several years, the Company hadraged to add cell sites to increase coverage, geoadditional capacity, and improve the
quality of these systems. In 1998 the Company cetaglconstruction of 57 cell sites in markets operdy the Company. At December 31,
1998, the Company operated 615 cell sites in ifontg-owned markets.

During the last few years the Company upgradedireportions of its cellular systems to be capallproviding digital service. Such service
became operational in certain markets during 19861897 using the TDMA digital standard and the @any continued to install digital
voice transmission facilities in other markets @9&. See "-Regulation and Competition-Developm@iffiscting Wireless Competition."
Capital expenditures related to majority-owned apédrated cellular systems totaled approximatelyddllion in 1998. Such capital
expenditures for 1999 are anticipated to be apprately $70 million.

Strategy

The Company's business development strategy foellslar telephone operations is to secure opeggatontrol of service areas that are
geographically clustered. Clustered cellular systaid the Company's marketing efforts and proviaigous operating and service advants
Approximately 43% of the Company's pops in markgisrated by the Company are in a single, contigotuster of eight MSAs and nine
RSAs in Michigan; another 17% are in a clusteriw# MSAs and seven RSAs in northern and centraldiana, southern Arkansas and
eastern Texas. See "-The Company's Cellular Intetes

Another component of the Company's strategy fdulzeloperations includes capturing revenues froamring service. Roaming service
revenues are derived from calls made in one celddevice area by subscribers from other servieasarRoaming service is made possible by
technical standards requiring that cellular telegsobe functionally compatible with the cellulastgmns in all United States market areas. In
exchange for providing roaming service to custonoéisther cellular carriers, the Company chargesrum rates to most of these other
carriers, who then frequently pass on some orfdiese premium rates to their own customers. Toragany's Michigan cellular properties
include a significant portion of the interstatethigy corridor between Chicago and Detroit. Its Istana properties include an east-west
interstate highway and a north-south interstatbway which intersect in its Louisiana cellular seevarea. Its Mississippi properties include
two east-west interstate highways and two northksoderstate highways. See "-Services, CustomedsSystem Usage."

Marketing

The Company markets its cellular services throwgtesal distribution channels, including its direates force, retail outlets owned by the
Company and independent agents. All sales emplayesertain independent agents solicit cellulatamers exclusively for the Company.
Company sales employees are compensated by sathgoenmission and independent sales agents areqaichissions. The Company
advertises its services through various meangjdnay direct mail, billboard, magazine, radio, t&$&n and newspaper advertisements.

The sales and marketing costs of obtaining newcsildess include advertising and a direct expengdicgble to most new subscribers, either
in the form of a commission payment to an agerincentive payment to a direct sales employeadtfition, the Company discounts the
cost of cellular telephone equipment, and peridlyicans promotions which waive certain fees oryide some amount of free service to r
subscribers. The average cost of acquiring eachcustomer ($268 in 1998) remains one of the laegpenses in conducting the Company's
cellular operations. In recent years, the Compasydought to lower this average cost by focusingeroa its direct distribution channels. 1
Company opened its first retail outlet in 1994, andently operates 59 such outlets. During 1998raximately 58% of new cellular
customers were added through direct distributicanclels, up from 37% during 1996.

Services, Customers and System Usa



There are a number of different types of cellubdephones, all of which are currently compatibléhveiellular systems nationwide. The
Company sells a full range of vehicle-mounted, gpaomtable, and hand-held portable cellular telephon

The Company charges its subscribers for access systems, for minutes of use and for enhancedcest such as voice mail. A subscriber
may purchase certain of these services separatetyay purchase rate plans which bundle these ssrificdifferent ways and are designed to
fit different calling patterns. While the Companigtbrically has typically charged its customersasafely for custontalling features, air tim

in excess of the packaged amount, and toll caltuirirently offers plans which include featurestsas unlimited toll calls and unlimited
weekend calling in certain calling areas. Custotfintafeatures provided by the Company include-tafivarding, call-waiting, three-way
calling and no-answer transfer. The Company offeise message service in many of its markets.éndbmpany's markets where digital
service is operational, customers can subscrilsalter ID and other digital enhancements.

Cellular customers come from a wide range of octtapa and typically include a large proportion wdlividuals who work outside of their
office. In recent years, the individual consumerkethas generated a majority of new customer madit The Company's average monthly
cellular service revenue per customer declinecb®ifs 1998 from $61 in 1997 and $63 in 1996. Sudrage revenue per customer may
further decline (i) as market penetration increasebsadditional lower usage customers are activatedii) as competitive pressures from
current and future wireless communications prowdetensify. See "-Regulation and Competition."

Most cellular systems allow a customer to placeeoeive a call in a cellular service area away ftbencustomer's home market area. The
Company has entered into "roaming agreements" ep#rators of other cellular systems covering vilual markets in the United States;
such agreements offer the Company's customergihatoinity to roam in these markets. Also, a custoaf a participating non-Company
system traveling in a market operated by the Compdrere this arrangement is in effect is able tmanatically make calls on the Compar
system. The charge to a non-Company customer ifosévice is typically at premium rates, and lkediby the Company to the customer's
service provider, which then bills the customenriost instances, based on competitive factors iaaddial considerations, the Company
charges an amount to its customers that is equal ltwer than the amount actually charged by #kikar carrier providing the roaming
service. The Company anticipates that competithetoir's and industry consolidation may place furgiressure on charging premium roarr
rates. For additional information on roaming rev@raee "-Strategy."

Roamer fraud, a cellular industry problem, occunemwcellular telephone equipment is programmeataeal the true identity and location
of the user. The Company and the industry haveamphted extensive fraud control processes in amattto minimize roamer fraud.

Churn rate (the average percentage of cellulaomests that terminate service each month) is arsingiwide concern. A significant portion
of the churn in the Company's markets is due tadCbeapany disconnecting service to cellular custenfi@r nonpayment of their bills. In
addition, the Company faces substantial competitiom the other wireless providers, including PG8vjlers. The Company's average
monthly churn rate in its majoritgwned and operated markets was 2.23% in 1998 &18win 1997. The Company is attempting to lowe
churn rate by increasing its proactive customeriserefforts and through the implementation of &#iddal customer retention programs.

During recent years, the Company's cellular subgih experienced strong subscriber growth indhetth quarter, primarily due to holiday
season sales.

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

Year ended or at December 31,

1998 1997 1996

Majority-owned and operated MSA and
RSA systems (Note 1):

Cellular systems operated 4 4 44 34
Cell sites 61 5 558 354
Population of systems operated(Note 2) 9,026,15 0 9,008,219 7,097,568
Customers (Note 3):
At beginning of period 569,98 3 368,233 290,075
Gross units added internally 214,59 6 193,623 165,377
Net effect of property
acquisitions/dispositions - 123,600 4,850
Disconnects 160,46 0 115,473 92,069
At end of period 624,11 9 569,983 368,233
Market penetration at end of
period (Note 4) 6. 9% 6.3 5.2
Churn rate (Note 5) 2.2 3% 231 2.37
Average monthly cellular service
revenue per customer $ 5 7 61 63
Construction expenditures (in thousands) $ 49,53 8 39,102 83,679
All operated MSA and RSA systems (Note 6):
Cellular systems operated 5 1 50 38
Cell sites 72 9 656 413
Population of systems
operated (Note 2) 10,312,14 5 10,124,759 7,946,442
Customers at end of period (Note 7) 689,18 1 632,446 407,400



Market penetration at end
of period (Note 8) 6. 7% 6.2 51
Churn rate (Note 5) 2.3 4% 2.33 2.32

Notes:

1. Represents the number of systems in which threpaay owned at least a 50% interest. The revematexpenses of these cellular
markets, all of which are operated by the Company included in the Company's consolidated opeyatmenues and operating expenses.
2. Based on independent third-party populatiomests for each respective year.

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

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

5. Represents the average percentage of custona¢aré disconnected on a monthly basis.

6. Represents the total number of systems that¢imepany operated, including systems in which itsdog own a majority interest.

7. Represents the approximate number of revenuergtmg cellular telephones served by the cellsyatems referred to in note 6.

8 Computed by dividing the number of customersiatand of the period by the total population otesys referred to in note 6.

The Company's Cellular Interests

The Company obtained the right to provide cellgkvice through (i) the FCC's licensing processiilesd below, under which it received
interests in wireline licenses, and (ii) its ac@iios program, under which it has acquired inteséstboth wireline and non-wireline licenses.
The table below sets forth certain information witspect to the interests in cellular systemsttteCompany owned as of December 31,
1998:

The Other
1998 Company's cellular
population Ownership pops at  operator
(Note 1)  percentage 12/31/98 (Note 2)
Majority-owned and
operated MSAs
Pine Bluff, AR 81,588 100.00% 81,588 SBC
Texarkana, AR/TX 137,764  89.00 122,610 AT&T
Alexandria, LA 143,311  100.00 143,311 Centennial
Monroe, LA 147,570  87.00 128,386 AT&T
Shreveport, LA 379,370 87.00 330,052 AT&T
Battle Creek, Ml 195,400 97.00 189,538 Centennial
Benton Harbor, Ml 161,753  97.00 156,900 Centennial
Grand Rapids, Ml 770,152  97.00 747,047 AirTouch
Jackson, Ml 156,316  97.00 151,627 Centennial
Kalamazoo, Ml 308,144  97.00 298,900 Centennial
Lansing-E. Lansing, Ml 512,390 97.00 497,018 AirTouch
Muskegon, Ml 191,712  97.00 185,961 AirTouch
Saginaw-Bay City-

Midland, Ml 404,426  91.70 370,859 AirTouch
Biloxi-Gulfport, MS (Note 4) 232,431  96.45 224,182 Cellular South
Jackson, MS (Note 4) 426,583  89.58 382,130 MCTA
Pascagoula, MS (Note 4) 130,979  89.22 116,862 Cellular South
Brownsuville-

Harlingen, TX (Note 4) 329,824  78.74 259,700 SBC
McAllen-Edinburg-

Mission, TX (Note 4) 525,734  69.50 365,372 SBC
Appleton-Oshkosh-

Neenah, WI 500,164  98.85 494,401 U.S. Cellular
Eau Claire, WI 143,664  55.50 79,734 American Cellular
LaCrosse, WI 102,768  95.00 97,630 U. S. Cellular

5,982,043 5 ,423,808
Minority-owned MSAs (Note 3)
Little Rock, AR 555,272  36.00% 199,898
Lafayette, LA 262,964  49.00 128,852
Detroit, Ml 4,761,992 3.20 152,289
Flint, MI 511,788 3.20 16,367
Rochester, MN 113,844 2.93 3,336
Austin, TX 1,016,912 35.00 355,919
Dallas-Ft. Worth, TX 4,630,120 0.50 23,151
Sherman-Denison, TX 102,618 0.50 513
Madison, WI 702,398 9.78 68,688
Milwaukee, WI 1,972,973  17.96 354,405

14,630,881 1 ,303,418



Total MSAs 20,612,924 6 127,226

Operated RSAs

Alaska 1 (Note 4) 85,056 100.00% 85,056 Mactel

Alaska 3 74,712 100.00 74,712 Mercury

Arkansas 2 87,646  82.00 71,870 SBC

Arkansas 3 103,724  82.00 85,054 SBC

Arkansas 11 66,228 89.00 58,943 SBC

Arkansas 12 185,325  80.00 148,260 SBC

Louisiana 1 112,083  87.00 97,512 AT&T

Louisiana 2 115,624  87.00 100,593 AT&T

Louisiana 3 B2 96,231 87.00 83,721 Centennial

Louisiana 4 72,615 100.00 72,615 Centennial

Michigan 1 196,408 100.00 196,408 American Cellular

Michigan 2 113,772  100.00 113,772 RFB

Michigan 3 164,586 42.84 70,509 Unitel

Michigan 4 135,657 100.00 135,657 RFB

Michigan 5 161,584 42.84 69,223 Unitel

Michigan 6 142,356  98.00 139,509 Centennial

Michigan 7 244,148  56.07 136,895 Centennial

Michigan 8 101,746  97.00 98,694 Allegan Cellular

Michigan 9 301,227 43.38 130,672 Centennial

Mississippi 2 (Note 4) 249,231  100.00 249,231 Bell South
Mobility

Mississippi 5 159,176 - -

Mississippi 6 (Note 4) 183,177 100.00 183,177 Cellular South

Mississippi 7 (Note 4) 181,661 100.00 181,661 MCTA

Texas 7 B6 58,013 89.00 51,632 AT&T

Wisconsin 1 112,351 4221 47,421 American Cellular

Wisconsin 2 86,024  99.00 85,164 American Cellular

Wisconsin 5 95,903 - - American Cellular

Wisconsin 6 116,145 57.14 66,369 U.S. Cellular

Wisconsin 7 291,168 22.70 66,100 U.S. Cellular

Wisconsin 8 236,525 84.00 198,681 U.S. Cellular

4,330,102 3 ,099,111

Non-operated RSAs (Note 3)

Michigan 10 137,398  26.00 35,723
Minnesota 7 172,206 2.93 5,046
Minnesota 8 67,467 2.93 1,977
Minnesota 9 134,073 2.93 3,928
Minnesota 10 230,077 2.93 6,741
Minnesota 11 205,949 2.93 6,034
Texas 16 334,056 9.60 32,069
Washington 5 60,311 8.47 5,109
Washington 8 137,237 7.36 10,095
Wisconsin 3 142,332  42.86 61,000
Wisconsin 4 119,763  25.00 29,941
Wisconsin 10 129,404 22.50 29,116
1,870,273 226,779
Total RSAs 6,200,375 3 ,325,890
26,813,299 10 ,053,116

Notes:

1. Based on 1998 independent third-party populagiimates.

2. Information provided to the best of the Compahkylowledge. There is also at least one PCS cotopitieach of the operated MSAs and
certain of the operated RSAs.

3. Markets not operated by the Company.

4. Represents a non-wireline interest.

For information on certain cellular properties ttieg Company has agreed to sell, see "-Recentsitiqns and dispositions" above.
Operations

A substantial number of the cellular systems in MSferated by the Company are owned by limitechpeships in which the Company is a
general partner ("MSA Partnerships"). Most of thpagnerships are governed by partnership agresmeétit similar terms, including, amo



other things, customary provisions concerning edgibntributions, sharing of profits and lossegl dissolution and termination of the
partnership. Most of these partnership agreemessisocomplete operational control of the partnerstith the general partner. The general
partner typically has the power to manage, supemisl conduct the affairs of the partnership, nalkéecisions appropriate in connection
with the business purposes of the partnershipjrand obligations and execute agreements on behétle partnership. The general partner
also may make decisions regarding the time and ataficash contributions and distributions, andrtature, timing and extent of
construction, without the consent of the othermant. The Company owns more than 50% of all oMIB& Partnerships.

A substantial number of the cellular systems in R®perated by the Company are also owned by linoitegeneral partnerships in which the
Company is either the general or managing parther'RSA Partnerships"). These partnerships aremed by partnership agreements with
varying terms and provisions. In many of thesermmasghips, the noncontrolling partners have thet tiglvote on major issues such as the
annual budget and system design. In a few of thadgeerships, the Company's management positifam & limited term (similar to a
management contract) and the other partners ipateaership have the right to change managers,avittithout cause. The Company owns
less than 50% of some of the RSA Partnerships.

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

Revenue

The following table reflects the major revenue gatées for the Company's wireless operations asreeptage of wireless operating revenues
in 1998, 1997 and 1996.

199 8 1997 1996
Cellular access fees and toll revenues 74. 2% 78.2 79.7
Cellular roaming 23. 6 20.0 18.6
Equipment sales 2. 2 1.8 1.7

100. 0%  100.0 100.0

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

As discussed below, the FCC and various state publity commissions regulate, among other thirtgs, licensing, construction, operation,
interconnection arrangements, sale and acquisifieellular telephone systems.

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

Cellular licensing process. The term "MSA" meamdedropolitan Statistical Area for which the FCC fggianted a cellular operating license.
The term "RSA" means a Rural Service Area for whieghFCC has granted a cellular operating liceDseing the 1980's and early 1990's,
the FCC awarded two 10-year licenses to provideleelservice in each MSA and RSA market. Initialhye license was reserved for
companies offering local telephone service in tlaekat (the wireline carrier) and one license waalatble for firms unaffiliated with the
local telephone company (the non-wireline carriSifjice mid-1986, the FCC has permitted telephongpemies or their affiliates to acquire
control of nonwireline licenses in markets in which they do nolchinterests in the wireline license. The FCC isased a decision that gra
a renewal expectancy during the license renewabgéo incumbent licensees that substantially cgmpth the terms and conditions of their
cellular authorizations and the FCC's regulatidie licenses for the MSA markets operated by th@@my were initially granted between
1984 and 1987, and licenses for operated RSAs iwitiadly granted between 1989 and 1991. Thustfae,Company has received 10-year
extensions of all of its licenses that have becsuoigect to renewal since their original grant dates

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

In addition to regulation by the FCC, cellular &as are subject to certain Federal Aviation Adntiation tower height regulations
concerning the siting and construction of cellafansmitter towers and antenn



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

addition, some state authorities regulate certsreets of a cellular operator's business, includartpin aspects of pricing, the resale of long
distance service to its customers, the technicahgements and charges for interconnection withathaline network, and the transfer of
interests in cellular systems. The siting and qoesion of the cellular facilities may also be sdijto state or local zoning, land use and other
local regulations.

Developments affecting wireless competition. Coritioet in the wireless communications industry hasréased due to continued and rapid
technological advances in the communications fieddipled with legislative and regulatory changes.

Several recent FCC initiatives over the past séyeas have resulted in the allocation of add#diaadio spectrum or the issuance of licenses
for emerging mobile communications technologies #ma competitive with the Company's cellular agldghone operations, including
personal communication services ("PCS"). Althoug#re is no universally recognized definition of R@® term is generally used to refer to
wireless services to be provided by licensees tipgran the 1850 MHz to 1990 MHz radio frequencydaising microcells and higtaepacity
digital technology. In 1996 and early 1997 the Fai€tioned up to six PCS licenses per market. TwdrsDfrequency blocks were awarded
for each of the 51 Rand McNally Major Trading AréadTAs"), while one 30MHz and three 10MHz frequgridocks were awarded for

each of the 493 Rand McNally Basic Trading Are&TAs").

PCS technology permits PCS operators to offer es®loice, data, image and multimedia serviceslargest PCS providers commenced
initial operations in late 1996 and since then haygressively expanded their operations. Thesdqem/have initially focused on larger
markets, and have generally marketed PCS as baiampetitive service to cellular. Many of these pamies have aggressively competec
customers on the basis of price, which has placedhdard pressure on cellular prices. There isadtlene PCS competitor in each of the
Company's operated MSAs and certain of its opera@As.

In addition to PCS, users and potential users lbdlae systems may find their communication neeatssfed by other current and developing
technologies. Several years ago the FCC authotimeticensees of certain specialized mobile radivise ("SMR") systems (which
historically have generally been used by taxicatuktaw truck operators) to configure their systéms digital networks that operate in a
manner similar to cellular systems. Such systemsammonly referred to as enhanced specializedlencddio service ("'ESMR") systems.
The Company believes that ESMR systems are opgriattia few of its cellular markets. One well-esisiidd ESMR provider has constructed
a nationwide digital mobile communications systensampete with cellular systems. Other similar camimation services that have the
technical capability to handle wireless telephoalésanay provide competition in certain marketgh@lgh these services currently lack the
subscriber capacity of cellular systems. Paginigeaper services that feature text message andlidatay as well as tones may be adequate
for potential subscribers who do not need to cosweélirectly with the caller. Mobile satellite sysig in which transmissions are between
mobile units and satellites, may ultimately be ssstul in obtaining market share from cellular syt that communicate directly to land-
based stations.

In recent years, several large cellular providensshmerged with other companies or formed jointwess. Several of these joint ventures
pooled their resources to develop extensive PC@&sgs Many current or potential competitors of @@npany have substantially greater
financial and marketing resources than the Company.

Although it is uncertain how PCS, SMR, ESMR, molsigellites and other emerging technologies wilmately affect the Company, the
Company anticipates that it will continue to fanereased competition in its operating markets. Haremanagement believes that providing
digital services and applying new microcellularhteclogies will permit its cellular systems to praeiservices comparable with the emerging
technologies described above, although no asswsaacebe given that this will happen or that futehnological advances or legislative or
regulatory changes will not create additional searaf competition.

OTHER OPERATIONS

The Company provides long distance, call centeyréy monitoring, cable television and interactsarvices in certain local and regional
markets, as well as certain printing and relatedises. The results of these operations, which @tz for 4.9% and 3.2%, respectively, of
the Company's consolidated revenues and operaidagrie during 1998, are reflected for financial rpg purposes in the "Other
operations" section in operating income.

Long distance. In 1996 the Company began markéimg distance service in all of its equal accekpteone operating areas. At December
31, 1998, the Company provided long distance sesvic approximately 227,000 customers. ApproxirgadsPo of the Company's long
distance revenues are derived from service providedsidential customers. Although the Company oamd operates long distance switc
in LaCrosse, Wisconsin and San Marcos, Texastitipates that most of its future long distances&errevenues will be provided by
reselling service purchased from other facilitiesdd long distance providers. The Company intemdsritinue to expand its long distance
business, principally through reselling arrangement

Call center. The Company provides certain opersgorices for retail and wholesale markets. Thédlnetarket consists primarily of the
hospitality and payphone industries. The wholeswdeket consists of other independent telephone aaimp and interexchange carriers.

PCS. In early 1997 the Company was awarded 12 R€Ssks, 11 of which are in Michigan, in connectiotih the FCC's auctions of 10MHz
PCS licenses. The licenses cover areas with a gigalof approximately 4.0 million. As a resulttbe PTI acquisition, the Compa



acquired PCS licenses that cover areas with a ptipalof approximately 4.1 million. In 1998, the@pany began marketing PCS service in
select Michigan markets as a fixed wireless logaplalternative to the LEC's service in these ntarkdpproximately $15 million of the
Company's 1999 capital expenditure budget is foepment of the Company's PCS networks.

Security monitoring. The Company offers 24-hourdbarry and fire monitoring services to approximat@l900 customers in select markets in
Louisiana, Arkansas, Mississippi, Texas and Ohiee Tompany plans to expand the availability of Haisvice to more of its markets in 19

Other. The Company, through one or more of itsislidn$es, provides audiotext services; printingtatf@se management and direct mail
services; and cable television services. In conmeaetith its long-range plans to sell capacity they carriers in or near certain of its select
markets, the Company is currently constructing @$2lion 650-to 700-mile fiber optic ring connaug several communities in southern and
central Michigan. The Company also holds minorijyigy investments in certain communications comgsnand is in the process of
developing deployment plans for 32 Local Multipaistribution System licenses acquired by the Camyga 1998.

Certain service subsidiaries of the company proindgllation and maintenance services, materiadssapplies, and managerial, technical
and accounting services to the telephone and wsalperating subsidiaries. In addition, Centuryijol@s and bills management services to
subsidiaries and in certain instances makes irttbezring advances to finance construction of paautk purchases of equipment. These
transactions are recorded by the Company's reguiekephone subsidiaries at their cost to the éxtermitted by regulatory authorities.
Intercompany profit on transactions with regulaaéiiates is limited to a reasonable return ondstment and has not been eliminated in
connection with consolidating the results of operat of Century and its subsidiaries. Such intengany profit is reflected in operating
income in the "Other operations" segment.

FORWARD-LOOKING STATEMENTS

This report on Form 10-K and other documents filgdhe Company under the federal securities lawisidte, and future oral or written
statements of the Company and its management rolydi certain forward-looking statements, inclgdivithout limitation statements with
respect to the Company's anticipated future opegatnd financial performance (including the impafgbending acquisitions), financial
position and liquidity, growth opportunities anadgth rates, business prospects, regulatory and etitinp outlook, investment and
expenditure plans, financing sources, pricing platrategic alternatives, business strategiesp#ret similar statements of expectations or
objectives that are highlighted by words such apéets,” "anticipates,” "intends," "plans," "beksy" "projects,” "seeks," "estimates,"
"should," and "may," and variations thereof andilsimexpressions. Such forward-looking statemergsrsherently speculative and are based
upon several assumptions concerning future evergsy of which are outside of the Company's confrbé Company's forward-looking
statements, and the assumptions upon which suighstats are based, are subject to uncertaintiesdbil cause the Company's actual
results to differ materially from such statemeiitsese uncertainties include but are not limitethtise set forth below:

o the effects of ongoing deregulation in the tefegnications industry as a result of the 1996 Ad ather similar federal and state
legislation and federal and state regulations ekittereunder, including without limitation

(i) greater than anticipated interconnection retpies competition in the Company's predominatetgirlocal exchange telephone markets
resulting therefrom, (ii) greater than anticipateductions in revenues received from the Unive8savice Fund or other current or future
federal and state support funds designed to comapeh&Cs that provide services in high-cost markets

(iii) the final outcome of regulatory and judicjaoceedings with respect to interconnection agred¢srend access charge reforms and (iv)
future regulatory actions taken in response tal886 Act.

o the effects of greater than anticipated competifiom PCS, SMR, ESMR, satellite or other wirelessipanies, including without limitatic
competition requiring new pricing or marketing $#gies or new product offerings, and the attendaktthat the Company will not be able to
respond on a timely or profitable basis.

o possible changes in the demand for the Companythicts and services, including without limitati@nlower than anticipated demand for
traditional or premium telephone services or fatiidnal access lines per household, (ii) lowemnthaticipated demand for wireless telept
services, whether caused by changes in economilitzors, technology, competition, health concernstberwise, and (iii) reduced demand
for the Company's access or billing and collectervices.

o the Company's ability to successfully introduegvrofferings on a timely and cost-effective bawsisluding without limitation the
Company's ability to

(i) expand successfully its long distance and hepfferings to new markets (including those agiin December 1997 in the PTI
acquisition or to be acquired in connection wittufe acquisitions), (ii) offer bundled service pagks on terms attractive to its customers,
(iii) offer digital cellular service and (iv) sucegfully initiate PCS and data services in its terdemarkets.

o the risks inherent in rapid technological changeluding without limitation (i) the lack of assance that the Company's ongoing wireless
network improvements will be sufficient to meetexceed the capabilities and quality of competingvoeks, (ii) technological developments
that could make the Company's analog and digitedless networks uncompetitive or obsolete, sucheasisk that the Time Division
Multiple Access technology used by the Company bélluncompetitive with Code Division Multiple Acsesr other digital technologies, a
(iii) the risk that technologies will not be devpéa by the Company on a timely or cost-effectiveidar perform according to expectations.

o the Company's ability to effectively manage itsvgth, including without limitation the Company'sility to (i) integrate newly-acquired
operations into the Company's operations, (iijgattand retain technological and other key perdaongork at the Company's Monrc



Louisiana headquarters or regional offices, (itihi@ve projected economies of scale and cost sav{ig meet pro forma cash flow
projections developed by management in valuing wewtjuired businesses and (v) implement necesstasnal controls.

o the success and expense of the remediationefibthe Company and its vendors in achieving 880 compliance (as discussed in
greater detail in Item 7 of this report).

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

o any difficulties in the Company's ability to exykthrough additional acquisitions, whether causetinancing constraints, a decrease in the
pool of attractive target companies, or competifmmacquisitions from other interested buyers.

o higher than anticipated wireless operating cdststo churn or to fraudulent uses of the Compamstworks.
o the lack of assurance that the Company can cengffeictively against better-capitalized compesitor

o the future unavailability of SFAS 71 to the Comya telephone subsidiaries.

o the effects of more general factors, includinthait limitation:

. changes in general industry and market condit@amasgrowth rates

. changes in interest rates or other general retioegional or local economic conditions

. changes in legislation, regulation or public pgpliincluding changes in federal rural financinggmams

. unanticipated increases in capital, operatingdministrative costs, or the impact of new busimgg®ortunities requiring significant up-front
investments

. the continued availability of financing in amosinand on terms and conditions,necessary to sufi@ompany's operations

. changes in the Company's relationships with vendo

. changes in the Company's senior debt ratings

. unfavorable outcomes of regulatory or legal peaiegs, including rate proceedings

. changes in accounting policies or practices ambpbluntarily or as required by generally accegtecbunting principles.

For additional information, see the descriptiorttef Company's business included above, as weléas of this report. Due to these
uncertainties, you are cautioned not to place umelizznce upon the Company's forward-looking statets, which speak only as of the date
hereof. The Company undertakes no obligation tatgdr revise any of its forward-looking statemdatsany reason.

OTHER MATTERS

The Company has certain obligations based on fedegate and local laws relating to the protectibthe environment. Costs of compliance
through 1998 have not been material and the Compamgntly has no reason to believe that such eaitbecome material.

For additional information concerning the businasd properties of the Company, see notes 2, 41618 of Notes to Consolidated Financial
Statements set forth in Item 8 elsewhere herein.

Item 2. Properties.

The Company's properties consist principally ofdlgphone lines, central office equipment, teleghimstruments and related equipment, and
land and buildings related to telephone operatiand,(ii) switching and cell site equipment relatedellular telephone operations. As of
December 31, 1998 and 1997, the Company's gropemyo plant and equipment of approximately $41Bomi and $3.8 billion, respectively,
consisted of the following:

Dec ember 31,
1998 1997
Telephone operations

Cable and wire 47.7% 47.9
Central office equipment 27.9 27.9
General support 6.3 6.7
Information origination/termination
equipment 1.7 1.7
Construction in progress 15 1.4
Other .2 .2

85.3 85.8




Cellular operations

Cell site 7.4 7.4

General support 1.9 1.7

Construction in progress .6 .6

Other 1 1

10.0 9.8

Other 4.7 4.4
100.0% 100.0

"Cable and wire" facilities consist primarily of tied cable and aerial cable, poles, wire, conduit @ops. "Central office equipment"
consists primarily of switching equipment, circaguipment and related facilities. "General suppeootisists primarily of land, buildings,
tools, furnishings, fixtures, motor vehicles andrikvequipment. "Information origination/terminatiequipment” consists primarily of premi
equipment (private branch exchanges and telephdoesificial company use. "Cell site" consistsmairily of radio frequency channel
equipment, switching equipment and towers. "Cowsitva in progress” includes property of the foregptategories that has not been placed
in service because it is still under construction.

Most of the properties of the Company's telepharesisliaries are subject to mortgages securing eébé af such companies. The Company
owns substantially all of the central office builgs, local administrative buildings, warehouses, storage facilities used in its telephone
operations. The Company leases most of the oftised in its cellular operations; certain of it\gmitter sites are leased while others are
owned by the Company. For further information oa litcation and type of the Company's properties tise descriptions of the Company's
telephone and cellular operations in Item 1.

Item 3. Legal Proceedings.

From time to time, the Company is involved in Igign incidental to its business, including admiaisve hearings of state public utility
commissions relating primarily to rate making, acs relating to employee claims, occasional griegdrearings before labor regulatory
agencies and miscellaneous third party tort actiGusrently, there are no material legal proceesling

Item 4. Submission of Matters to a Vote of Securitydolders.

Not applicable

Executive Officers of the Registrant

Information concerning Executive Officers, set ffioat Item 10 in Part 11l hereof, is incorporatedPart | of this Report by reference.
PART II

Item 5. Market for Registrant's Common Equity and Related Stockholder Matters.

Century's common stock is listed on the New Yordc&tExchange and is traded under the symbol CTE.fohowing table sets forth the
high and low sale prices, along with the quartditydends, for each of the quarters indicated (steéjdi to reflect the March 1999 three-fame
stock split):

Sale prices
---------------- Dividend per
High Low common share
1998:
First quarter $27-3)8 21-9/16 .0433
Second quarter $33-5/16  27-1/16 .0433
Third quarter $35-1/8  29-15/1 6 .0433
Fourth quarter $45-3/16  30-1/16 .0433
1997:
First quarter $14-7/18 12-3/4 .0411
Second quarter $15-1/16 12-11/1 6 .0411
Third quarter $19-9/16 14-11/1 6 .0411
Fourth quarter $22-7/16 18-1/4 .0411

Common stock dividends during 1997 and 1998 weie gach quarter. As of February 28, 1999, thereevapproximately 6,054 stockhold:
of record of Century's common stoi



Item 6. Selected Financial Data.

The following table presents certain selected clisi@d financial data as of and for each of thergeended in the five-year period ended
December 31, 1998:

Selected Income Statement Data

Year ende d December 31,
1998 1997 1996 1995 1994
(Dollars, except per share amounts,and
shares expres sed in thousands)
Operating revenues
Telephone $1,091,610 530,597 4 51,538 419,242 391,265
Cellular 407,749 307,742 2 50,243 197,494 150,802
Other 77,726 63,182 47,896 28,104 22,534
Total operating revenues $ 1,577,085 901,521 7 49,677 644,840 564,601
Operating income
Telephone $ 333,708 173,285 1 55,183 143,527 137,992
Cellular 130,580 88,081 67,914 57,009 31,443
Other 15,523 6,404 199 2,383 3,371
Total operating income $ 479,811 267,770 2 23,296 202,919 172,806
Gain on sale or exchange
of assets (pre-tax) $ 49,859 169,640 815 6,782 15,877
Net income $ 228,757 255,978 1 29,077 114,776 100,238
Diluted earnings
per share * $ 164 1.87 .95 .87 .80
Dividends per
common share * $ 173 .164 .16 147 142
Average diluted shares
outstanding * 140,105 137,412 1 35,980 132,456 130,242
* Adjusted to reflect the March 1999 three-for-two stock split
Selected Balance Sheet Data
De cember 31,
1998 1997 1996 1995 1994
(Dollar s in thousands)
Net property, plant
and equipment $ 2,351,453 2,258,563 1, 149,012 1,047,808 947,131
Excess cost of net
assets acquired, net $ 1,956,701 1,767,352 532,410 493,655 441,436
Total assets $ 4,935,455 4,709,401 2, 028,505 1,862,421 1,643,253
Long-term debt $ 2,558,000 2,609,541 625,930 622,904 518,603
Stockholders' equity  $ 1,531,482 1,300,272 1, 028,153 888,424 650,236

The following table presents certain selected clicisied operating data as of the end of each of#laes in the five-year period ended
December 31, 1998:

De cember 31,

1998 1997 1996 1995 1994

Telephone access lines 1,346,567 1,203,650 503,562 480,757 454,963



Cellular units in service
in majority-owned markets 624,119 569,983 368,233 290,075 211,710
Long distance customers 226,730 171,962 110,560 46,608 27,632

See Items 1 and 2 in Part | and notes 1, 2 and\®btds to Consolidated Financial Statements s#i forltem 8 elsewhere herein for
additional information.

Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations
RESULTS OF OPERATIONS
OVERVIEW

Century Telephone Enterprises, Inc., which openateter the trade name of CenturyTel, and its sidrséd (the "Company"), is a regional
diversified communications company engaged primamilproviding local exchange telephone servicas@ailular telephone communicatic
services. At December 31, 1998, the Company's kxathange telephone subsidiaries operated ovenilli@n telephone access lines
primarily in rural, suburban and small urban aniea®l states, and the Company's majority-ownedogradated cellular entities had more than
624,000 cellular subscribers. On December 1, 19@/Company significantly expanded its operationadquiring Pacific Telecom, Inc.
("PTI") for $1.503 billion cash. As a result of thequisition, the Company acquired

(i) over 660,000 telephone access lines, (i) @&000 cellular subscribers and (iii) various wasd, cable television and other
communications assets. On December 1, 1998, thep@wyracquired from affiliates of Ameritech Corparat("Ameritech") telephone
operations serving 86,000 access lines in northedncentral Wisconsin and the related telephoreettiries for approximately $221 million
cash. The operations of PTI are included in the @amy's results of operations beginning Decemb&®d7 and the operations of the former
Ameritech properties are included in the Comparessilts of operations beginning December 1, 1988./&quisitions and Note 2 of Notes
to Consolidated Financial Statements for additiamf@rmation. During the three years ended Decertied 998, the Company has acquired
various other telephone and cellular operatioresjrtipact of which has not been material to therfiiea position and results of operations of
the Company.

The net income of the Company for 1998 was $228li&m compared to $256.0 million during 1997 a&t29.1 million during 1996.

Diluted earnings per share for 1998 were $1.64 @egto $1.87 in 1997 and $.95 in 1996. Excludiaig @n sale or exchange of assets, the
Company's net income (and diluted earnings peesliar 1998, 1997 and 1996 was $198.2 million (8),.8149.6 million ($1.09) and $12¢
million ($.95), respectively.

Year ended December 31, 1998 1997 1996
(Dollar s, except per share amounts,
a nd shares in thousands)

Operating income

Telephone $ 333,70 8 173,285 155,183
Cellular 130,58 0 88,081 67,914
Other 15,52 3 6,404 199
479,81 1 267,770 223,296
Gain on sale or exchange of
assets, net 49,85 9 169,640 815
Interest expense (167,55 2) (56,474) (44,662)
Income from unconsolidated
cellular entities 32,86 9 27,794 26,952
Minority interest (12,79 7) (5,498) (6,675)
Other income and expense 5,26 8 5,109 3,916
Income tax expense (158,70 1) (152,363) (74,565)
Net income $ 228,75 7 255,978 129,077
Diluted earnings per share* $ 1.6 4 1.87 .95
Average diluted shares
outstanding* 140,10 5 137,412 135,980
*Adjusted to reflect stock split in early 1999. See Note 21 of

Notes to Consolidated Financial Statements.

The Company's operating income for 1998 was $4@8llbn, an increase of $212.0 million (79.2%) o\&97 operating income of $267.8
million. During 1998 the operating income of then@aany's telephone and wireless segments incred&fi4smillion (92.6%) and $42.5
million (48.2%), respectively, while the operatimgome of the Company's other operations incre§8etdmillion (142.4%). The Company's
operating income for 1996 was $223.3 million.

Contributions to operating revenues and operatingrne by the Company's telephone, wireless ana offexations for each of the years



the three-year period ended December 31, 1998 agefallows:

Year ended December 31, 1 998 1997 1996
Operating revenues
Telephone operations 6 9.2% 589 60.2
Wireless operations 2 59% 34.1 334
Other operations 4.9% 7.0 6.4
Operating income
Telephone operations 6 9.6% 64.7 69.5
Wireless operations 2 72% 329 304
Other operations 3.2% 2.4 1

As indicated by the chart above, the percentageeo€ompany's total operating revenues and opgratdome contributed by its telephone
operations significantly increased during 1998 assalt of the Company's acquisition of PTI on Deber 1, 1997.

In addition to historical information, managemeniscussion and analysis includes certain forwaakihg statements regarding events and
financial trends that may affect the Company'sriiaperating results and financial position. Swariward-looking statements are subject to
uncertainties that could cause the Company's actaalts to differ materially from such statemesch uncertainties include but are not
limited to: the effects of ongoing deregulatiortlie telecommunications industry; the effects ohggethan anticipated competition in the
Company's markets; possible changes in the denmartdd Company's products and services; the Corpability to successfully introduce
new offerings on a timely and cosffective basis; the risks inherent in rapid tedbgiwal change; the Company's ability to effectyvelanag
its growth, including integrating newly-acquiredperties into the Company's operations; the suaed&xpense of the remediation efforts
of the Company and its vendors in achieving ye@02tbmpliance; and the effects of more generabfaguch as changes in general market
or economic conditions or in legislation, regulatir public policy. These and other uncertaintedated to the business are described in
greater detail in Item 1 to the Company's Annugddreon Form 10-K for the year ended December 9981You are cautioned not to place
undue reliance on these forward-looking statemeviigch speak only as of the date hereof. The Compadertakes no obligation to update
any of its forward-looking statements for any reaso

TELEPHONE OPERATIONS

The Company conducts its telephone operationsral,rsuburban and small urban communities in 2testas of December 31, 1998,
approximately 86% of the Company's 1.3 million pélene access lines were in Wisconsin, Washingttask&, Michigan, Louisiana,
Colorado, Ohio, Oregon and Montana. In August 1B@8Company entered into a definitive agreemesetball of its operations in Alaska.
This transaction is expected to close in the secuadter of 1999. As of December 31, 1998, the Gomhad approximately 132,000 access
lines in Alaska. The operating revenues, expensésreome of the Company's telephone operation$968, 1997 and 1996 are summari
below.

Year ended December 31, 1998 1997 1996
(Dollars in thousands)
Operating revenues
Local service $ 331,736 1 47,589 121,728
Network access 629,583 3 19,301 276,123
Other 130,291 63,707 53,687
1,091,610 5 30,597 451,538

Operating expenses

Plant operations 245,164 1 10,220 90,083
Customer operations 92,552 50,819 43,413
Corporate and other 157,293 80,551 67,066
Depreciation and amortization 262,893 1 15,722 95,793
757,902 3 57,312 296,355

Operating income $ 333,708 1 73,285 155,183

Local service revenues

Local service revenues are derived from the prowisif local exchange telephone services in the Gayip service areas. The $184.1 million
(124.8%) increase in such revenues in 1998 incl$d&gd..0 million from acquired properties, of whish69.2 million was from the PTI
properties; $10.7 million due to the internal irase in the number of customer access lines; afid§ilion due to the increased provision of
custom calling features. The $25.9 million incremseevenues in 1997 included $17.4 million frongaiced properties, of which $15.0
million was from the PTI properties; $5.6 millionelto the internal increase in the number of custamacess lines; and $2.8 million due to
the increased provision of custom calling featuhetgrnal access line growth during 1998, 1997 H9@b was 4.7%, 4.4% and 4.3%,
respectively



Network access revenu

Network access revenues are primarily derived fcharges to long distance companies and other cessoior access to the Company's Ic
exchange carrier ("LEC") networks in connectionhvitie completion of long distance telephone c@li®se access charges are based on
tariffed access rates filed with the Federal Comications Commission ("FCC") for interstate servieesl with the respective state regula
agency for intrastate services. Certain of the Camgls interstate network access revenues are basattess charges filed directly with the
FCC; the remainder of such revenues are derivedruiettenue sharing arrangements with other LECdrashered by the National Exchange
Carrier Association. Intrastate network accessmege are based on access charges or are derivedramdnue sharing arrangements with
other LECs.

Network access revenues increased $310.3 milliar2¢8) in 1998 and $43.2 million in 1997 due to fibllowing factors:

1998 1997
increase increase
(decrease) (decrease)

(Dollars in thousands)

PTI acquisition $ 278,471 26,040
Increased recovery from the federal

Universal Service Fund ("USF") 8,329 11,314
Increased minutes of use 8,846 5,033
Acquisitions, excluding PTI 1,013 3,465

Partial recovery of increased operating

costs through revenue sharing arrangements

with other telephone companies and return

on rate base 10,440 2,454
Other, net 3,183 (5,128)

$ 310,282 43,178

Included in "Other, net" for 1998 and 1997 wererdases of $1.8 million and $3.8 million, respedtivén access revenues due to the
reductions in intrastate switched access rates ataddy the Louisiana Public Service CommissioPSLC") which were phased in from J
1995 through July 1997.

Other revenues

Other revenues include revenues related to (i)rigaselling, installing, maintaining and repairiogstomer premise telecommunications
equipment and wiring ("CPE services"), (ii) providibilling and collection services for long distarzarriers, (iii) participating in the
publication of local directories and (iv) providitigternet access. Acquisitions contributed $60.[fiani (which includes $60.3 million related
to PTI) to the $66.6 million increase in other newes in 1998. Exclusive of acquisitions, revenuesifthe provision of Internet access and
CPE services increased $3.9 million and $3.5 mijli@spectively, in 1998. Other revenues incre&d€d0 million in 1997, of which $4.6
million was attributable to the PTI acquisition.veaues from CPE services and the provision of heteaccess contributed $3.5 million and
$2.5 million, respectively, of the remainder of therease in other revenues in 1997.

Operating expenses

Plant operations expenses during 1998 and 199@ared $134.9 million (122.4%) and $20.1 million.{22), respectively. Expenses incul
by the PTI and former Ameritech operations in 1868ounted for $120.4 million of the 1998 increadee remainder of the increase in 1998
was primarily due to an increase in salaries amg:fis. Expenses incurred by the PTI operatiorkdi®7 accounted for $12.0 million of the
1997 increase. Exclusive of PTI, expenses incurr@bnnection with providing Internet access tamér number of customers contributed
$3.5 million to the 1997 increase and other actjaiss accounted for $1.8 million of such increase.

Customer operations, corporate and other expensesased $118.5 million (90.2%) in 1998, of whidii®.7 million was applicable to the
PTI properties. Exclusive of acquisitions, the rerdar of the 1998 increase was due to a $4.3 millicrease in salaries and benefits and a
$2.0 million increase in marketing expenses. Of#p@.9 million increase in these expenses in 1993.4 million was incurred by acquired
properties (of which $11.2 million was incurred®yl1). Exclusive of acquisitions, $1.7 million ofethemaining increase in 1997 expenses
was due to an increase in marketing expensesdillién was due to higher operating taxes and $dillon was due to expenses incurred in
the increased provision of CPE services.

Depreciation and amortization increased $147.2nil{127.2%) and $19.9 million (20.8%) in 1998 dr9®7, respectively. Approximately
$136.6 million of the 1998 increase was applicablacquiring and operating PTI (of which $27.9 roill represented amortization of
goodwill) and $1.3 million was applicable to therfer Ameritech properties. Approx-imately $11.4loi of the 1997 increase was
applicable to acquiring and operating PTI (of wh#dh5 million represented amortization of goodwiltxclusive of acquisitions, depreciation
expense included nonrecurring additional depramiatharges approved by regulators in certain jigtisths which aggregated $6.2 million in
1998 and $4.4 million in 1997. In addition, the Gmany obtained increased depreciation rates iningttasdictions which increased
depreciation expense by $1.1 million in 1998 and $4illion in 1997. The remaining increases in égmtion and amortization in 1998 a



1997 were due to higher levels of plant in servidee composite depreciation rate for the Compamgalated telephone properties, including
the additional depreciation charges, was 6.9% 8381 7.4% for 1997 and 7.5% for 1996. The propgwriequired in the PTI acquisition
historically have had a lower composite depreciatate than the Company's incumbent properties.

Other

For additional information regarding certain matttirat have impacted or may impact the Companigphene operations, see Regulation
Competition.

Cellular Operations and Income From Unconsolid&etular Entities

Year ended December 31, 19 98 1997 1996
(Dollars in thousands)
Operating income - cellular operations $ 130, 580 88,081 67,914
Minority interest (12, 635) (6,916) (7,062)
Income from unconsolidated cellular entities 32, 869 27,794 26,952
$ 150, 814 108,959 87,804

The Company's cellular operations reflect 100%hefresults of operations of the cellular entitiesvhich the Company has a majority
ownership interest. The minority interest ownehsire of the income of such entities is reflectethinCompany's Consolidated Statements of
Income as an expense in "Minority interest." Seadvity Interest for additional information. The Cpamny's share of earnings from the
cellular entities in which it has less than a mijanterest is accounted for using the equity rodthnd is reflected in the Company's
Consolidated Statements of Income in "Income framomsolidated cellular entities." See Income frontahsolidated Cellular Entities for
additional information.

Cellular Operations

All of the Company's cellular customers are locatelllichigan, Louisiana, Wisconsin, Mississippi,X&s, Alaska and Arkansas. The
operating revenues, expenses and income of the &uoyispcellular operations for 1998, 1997 and 1986ammarized below.

Year ended December 31, 1998 1997 1996
(Dollars in thousands)
Operating revenues
Service revenues $398,661 3 02,156 246,037
Equipment sales 9,088 5,586 4,206
407,749 3 07,742 250,243

Operating expenses

Cost of equipment sold 16,954 14,576 12,771
System operations 59,920 47,572 36,301
General, administrative
and customer service 80,827 62,258 52,891
Sales and marketing 57,466 54,128 46,793
Depreciation and amortization 62,002 41,127 33,573
277,169 2 19,661 182,329
Operating income $ 130,580 88,081 67,914

Operating revenues

Service revenues include monthly service feesfoviding access and airtime to customers, senées for providing airtime to other carris
customers roaming through the Company's serviasard toll revenue. Cellular service revenuesndutb98 increased to $398.7 million
from $302.2 million in 1997 and $246.0 million i996.

Of the $96.5 million increase in service revenue$998 and the $56.1 million increase in 1997, $16illion and $11.8 million, respectively,
was attributable to acquisitions of properties. Igding acquisitions, the remainder of the increase=llular service revenues were primarily
attributable to the increases in cellular usaghénCompany's incumbent markets due to the incdedemand for wireless services. Exclusive
of acquisitions, local and toll revenues increas@d million (4.0%) in 1998 and $34.9 million (1%%in 1997 while roaming revenues
increased $10.9 million (18.5%) in 1998 and $12ilian (27.1%) in 1997.

The following table further illustrates the growththe Company's cellular customer base in its nitg-owned markets



Year ended December 31, 1998 1997 1996

Customers at beginning of period 569,983 368,233 290,075
Gross units added internally 214,596 193,623 165,377
Disconnects 160,460 115,473 92,069
Net units added 54,136 78,150 73,308
Net effect of property acquisitions 123,600 4,850

Customers at end of period 624,119 569,983 368,233

The average monthly service revenue per customelugiing acquisitions) declined to $57 during 19@8n $61 in 1997 and $63 in 1996 due
to the continued trend that a higher percentagewf subscribers tend to be lower usage customdrtoamreduction in rates. In addition, the
properties acquired in the PTI acquisition histaltichave had a lower average monthly service reggyer customer than the Company's
incumbent properties. The average monthly sendggenue per customer may further decline (i) as atgr&netration increases and additic
lower usage customers are activated and

(i) as competitive pressures from current andrieitwireless communications providers intensify. Tmempany is responding to such
competitive pressures by, among other things, mpodjfcertain of its price plans and implementinga&i@ other plans and promotions, all of
which are likely to result in lower average reveipee customer. The Company will continue to focasostomer service and attempt to
stimulate cellular usage by promoting the availgbdf certain enhanced services and by improvirgquality of its service through the
construction of additional cell sites and otherardements to its system.

Operating expenses

System operations expenses increased $12.3 m{2&0%) in 1998 primarily due to $15.6 million ofpenses attributable to acquisitions.
Such increase was partially offset by a $6.1 milliecrease in the net amounts paid to other caufidercellular service provided to the
Company's customers who roam in the other carsersice areas primarily due to a decrease in.rates$11.3 million (31.0%) increase in
system operations expenses in 1997 included ar$ifli@n increase in the net amounts paid to otteriers for cellular service provided to
Company's customers who roam in the other carsersice areas and $2.8 million of expenses indusseacquired properties. The remair
of the increase in system operations expensesdn tesulted primarily from the operation of mord sies.

The Company operated 615 cell sites at Decembetr@®8 in entities in which it had a majority intst,ecompared to 558 at December 31,
1997 and 354 at December 31,1996. In 1997, 155itell were added through acquisitions.

General, administrative and customer service exgeimsreased $18.6 million (29.8%) in 1998, of wat$d 3.4 million was attributable to
expenses of entities acquired. The remainder o1 898 increase was primarily due to a $2.1 millimerease in the provision for doubtful
accounts and a $1.8 million increase in custometiceexpenses. Of the $9.4 million (17.7%) inceeds1997 expenses, $3.0 million was
applicable to acquired operations. The remaindé¢n@increase in 1997 was primarily due to a $2lHom increase in customer service and
retention costs and a $2.4 million increase inrglcosts.

Churn rate (the percentage of cellular customestérminate service) is an industry-wide concé&hre Company faces substantial
competition from other wireless providers, inclugliifrersonal Communication Services ("PCS"). A sigaift portion of the churn in the
Company's cellular markets is due to the Compasgatinecting service to customers for nonpaymerg.ddmpany's average monthly ch
rate was 2.23% in 1998, 2.31% in 1997 and 2.37%986.

Sales and marketing expenses increased $3.3 mi8i@fo) in 1998 primarily due to $9.7 million ofanses of acquired entities, a $2.9
million increase in costs incurred in selling prottuand services in retail locations and a $2.4aniincrease in advertising expenses. Such
increases were substantially offset by a $10.6anilteduction in commissions paid to agents folirgpkervices to new customers primarily
as a result of fewer cellular units being addedugh this distribution channel during 1998 as comgdo 1997. The 1997 increase in sales
and marketing expenses of $7.3 million (15.7%)udeld a $4.9 million increase in costs incurredeitireg products and services in retail
locations and a $2.8 million increase applicableferations acquired.

Depreciation and amortization increased $20.9 onil([50.8%) in 1998 and $7.6 million in 1997, of wlin$14.5 million and $2.1 million,
respectively, was attributable to acquisitions. Tdémainder of the 1998 and 1997 increases wereapiindue to higher levels of plant in
service.

Other

For additional information regarding certain magtdrat have impacted or may impact the Companilisdareoperations, see Regulation and
Competition.

Other Operations

Other operations include the results of operatafrgibsidiaries of the Company which are not inellith the telephone or cellular segments
including, but not limited to, the Company's nogiated long distance and call center operatiodsta®m Company's competitive access
subsidiary (which was sold to Brooks Fiber Propsrtinc. ("Brooks") in May 1997). The operatingarues, expenses and income of the
Company's other operations for 1998, 1997 and #8@&ummarized belo



Year ended December 31, 19 98 1997 1996

(Dollars in thousands)

Operating revenues

Long distance $ 53, 027 36,550 28,894
Call center 9, 701 14,285 8,832
Competitive access - 2,499 2,730
Other 14, 998 9,848 7,440
77, 726 63,182 47,896

Operating expenses

Cost of sales and operating expenses 58, 544 54,132 45,042
Depreciation and amortization 3, 659 2,646 2,655
62, 203 56,778 47,697
Operating income $ 15, 523 6,404 199

The 1998 and 1997 increases of $16.5 million and 8¥llion, respectively, in long distance revenuese attributable to the growth in the
number of customers. The number of long distanstocters as of December 31, 1998, 1997 and 199@2&300, 172,000 and 110,600,
respectively. The $4.6 million decrease in 1998 aatter revenues was primarily due to the logsvofmajor customers in the fourth quarter
of 1997. The $5.5 million increase in call cen®renues in 1997 was primarily due to an increaseistomers prior to the loss of the two
major customers in late 1997. The increases irrathenues of $5.2 million in 1998 and $2.4 milliorl997 was primarily attributable to t
acquisition of cable television properties in th Rcquisition and the acquisition of two secubtysinesses.

Operating expenses in 1998 increased due to ()aease of $13.6 million in expenses of the Comgfsalong distance operations due
primarily to an increase in customers and (ii) $8ibion of operating expenses applicable to adtjoiss. Such increases were substantially
offset by decreases in operating expenses becaud$9{7 included $9.2 million of costs applicaldeentities sold during 1997 and (ii) the
amount of intercompany profit with regulated afiks (the recognition of which in accordance wéthulatory accounting principles acts to
offset operating expenses) increased $5.8 millfa eesult of the acquisition of PTI.

In 1997 an increase in operating expenses of $ilion incurred by the long distance and call egrdperations was partially offset by a
decrease of $4.1 million in operating expensesrhecuby the Company's competitive access subsidiary

Certain of the Company's service subsidiaries plwmanagerial, operational, technical and accogstmvices, along with materials and
supplies, to the Company's telephone subsididriesccordance with regulatory accounting, intercampprofit on transactions with
regulated affiliates has not been eliminated inmneation with consolidating the results of operagiofthe Company. When the regulated
operations of the Company no longer qualify for dipplication of Statement of Financial Accountirtgrglards No. 71 ("SFAS 71"),
"Accounting for the Effects of Certain Types of Ré&gion," such intercompany profit will be elimieatin subsequent financial statements,
the primary result of which will be a decrease pei@ting expenses applicable to the Company'shefepoperations and an increase in
operating expenses applicable to the Company's offexations segment. The amount of intercompaafjtprith regulated affiliates which
was not eliminated was approximately $14.4 milli$8,9 million and $7.7 million in 1998, 1997 and®&9respectively. For additional
information applicable to SFAS 71, see Regulatioth @ompetition - Other Matters.

Gain on Sale or Exchange of Assets, Net

In 1998 the Company recorded net pre-tax gainseggdging $49.9 million ($30.5 million after-tax; &.per diluted share) primarily due to the
conversion of its investment in the common stocBfoks into common stock of MCIWorldCom, Inc. ("W&Com"), the subsequent sale of
750,000 shares of WorldCom stock, and the saleimbrity interests in two non-strategic cellularites. See Note 14 of Notes to
Consolidated Financial Statements for additionfdrimation.

In the second quarter of 1997, the Company solchitspetitive access subsidiary to Brooks in exckdongapproximately 4.3 million shares
of Brooks' common stock and recorded a pre-tax gaapproximately $71 million ($46 million afterxta$.34 per diluted share). In
November 1997 the Company sold approximately 3lBomishares of Brooks' stock and recorded «tax gain of approximately $108
million ($66 million after-tax; $.48 per diluted afe).

Interest Expense

Interest expense increased $111.1 million in 1998arily due to $89.7 million of interest expengetbe borrowings used to finance the PTI
and Ameritech acquisitions and $23.2 million okiist expense applicable to PTI's debt.

Interest expense increased $11.8 million in 199Manily due to $7.2 million of interest expensetba borrowings used to finance the PTI
acquisition and $3.5 million of interest expenspl@able to PTI's debt.

Income From Unconsolidated Cellular Entities



Earnings from unconsolidated cellular entities, afehe amortization of associated goodwill, inae@$5.1 million (18.3%) in 1998 primar
due to $7.3 million of earnings of unconsolidatetiudar entities acquired in the PTI acquisitiomcB increase was partially offset by a $2.5
million decrease due to the sale of the Companiristity interests in two non-strategic cellulariéas during the second quarter of 1998.

The improvement in profitability in 1997 of mosttbe cellular entities in which the Company owrssléhan a majority interest was
substantially offset by a $2.4 million decreaséhie Company's portion of the profits of a partngrsin which the Company has a significant
ownership interest.

Minority Interest

Minority interest is the expense recorded by then@any to reflect the minority interest owners' ghafrthe earnings of the Company's
majority-owned and operated cellular entities arajamity-owned subsidiaries. Of the $7.3 millionriease in minority interest in 1998, $2.0
million was associated with entities acquired i@ Bl acquisition. The remainder of the increase pranarily due to the increased
profitability of the Company's majority-owned angeoated cellular entities.

The decrease in minority interest in 1997 of $1ilian was due to the effect of the Company's asifjioin, during the second quarter of 19
of an additional 25% interest in a Louisiana celfypartnership which decreased the minority intguescentage of such partnership.

Income Tax Expense

The Company's effective income tax rate was 413P&8% and 36.6% in 1998, 1997 and 1996, respegti$eich increase in the effective
income tax rate for 1998 was primarily due to theréase in non-deductible amortization of excess @bnet assets acquired (goodwill)
attributable to the PTI acquisition.

Acquisitions

On December 1, 1998, the Company acquired thesagbeertain of Ameritech's telephone operatiortsthe related telephone directories in
19 telephone exchanges covering 21 communitiesitiern and central Wisconsin for approximately B2gllion cash. The operations
acquired by the Company include the telephone ptppad equipment that serves nearly 69,000 cugwmme approximately 86,000 access
lines, as well as the related nine telephone direxs. The Company provided initial financing fhistacquisition through its committed credit
facilities and will ultimately finance this trangam with proceeds from the sale of the Companyaska operations, which the Company
expects to close during the second quarter of I®9%415 million cash, subject to various adjustteen

On December 1, 1997, the Company acquired PTI¢hange for $1.503 billion cash. To finance the &itjan, the Company borrowed
$1.288 hillion under its committed credit faciliyd paid the remainder of the purchase price witiigble cash, most of which consisted of
the proceeds of the sale of Brooks' common sto®oivember 1997. See Liquidity and Capital Resourdérancing Activities for addition:
information. As a result of the acquisition, thenGany acquired (i) over 660,000 telephone accass located in four midwestern states,
seven western states and Alaska, (ii) over 88,@llQlar subscribers in two midwestern states arakkd and (iii) various wireless, cable
television and other communications assets. Fatiaddl information, see Note 2 of Notes to Condated Financial Statements.

Accounting Pronouncements

In June 1997 the Financial Accounting Standards@@&ASB") issued Statement of Financial AccougtBtandards No. 130 ("SFAS 13(
"Reporting Comprehensive Income" and Statementrafrieial Accounting Standards No. 131 ("SFAS 131Djsclosures About Segments
an Enterprise and Related Information." SFAS 13atdished standards for reporting the component®oifprehensive income, which is
defined to include all changes in equity duringeaigd except those resulting from investments lay distributions to shareholders. SFAS !
established standards for reporting informationudloperating segments in annual financial statesna@nd interim financial reports to
shareholders. The Company adopted both statenretits first quarter of 1998.

In February 1998 the FASB issued Statement of EiladAccounting Standards No. 132, "Employers' isares About Pensions and Other
Postretirement Benefits," which standardizes tlseldsure requirements for pensions and other givstreent benefits.

In March 1998 the Accounting Standards Executiven@ittee issued Statement of Position 98-1 ("SOR"98“Accounting for the Costs of
Computer Software Developed or Obtained for Intetise.” SOP 98-1 requires that certain costs rélatgéhe development or purchase of
internal-use software be capitalized and amortaezt the estimated useful life of the software. fthpact of SOP 98-1 on the Company's
results of operations is not expected to be mat&@P 98-1 is effective for financial statemestsuied for fiscal years beginning after
December 15, 1998.

In June 1998 the FASB issued Statement of FinaAgiebunting Standards No.

133 ("SFAS 133"), "Accounting for Derivative Instnents and Hedging Activities." SFAS 133 establishecbunting and reporting standards
for derivative instruments and for hedging actastby requiring that entities recognize all derixeg as either assets or liabilities at fair value
on the balance sheet. Based on the Company's tusermf derivatives, SFAS 133 is not expected atenmlly impact the Company's
financial position or results of operatiol



Inflation

The effects of increased costs historically haventmitigated by the ability to recover certain sagbplicable to the Company's regulated
telephone operations through the rate-making peodes operating expenses in the Company's nonregliiaes of business increase as a
result of inflation, the Company, to the extentrpigted by competition, recovers the costs by insirgaprices for its services and equipment.
While the rate-making process does not permit thia@any to immediately recover the costs of repladi® physical plant, the Company has
historically been able to recapture these costs time. Possible future regulatory changes may #ite Company's ability to recover
increased costs in its regulated operations. Fditiadal information regarding the current regufgtenvironment, see Regulation and
Competition.

Market Risk

The Company is not exposed to material future egsor cash flow exposures from changes in inteadss on long-term debt obligations
since the majority of the Company's long-debt dilimns are fixed rate. At December 31, 1998, tivevidlue of the Company's lortgrm deb
was estimated to be $2.7 billion based on the dwsedghted average rate of the Company's long-teeint of 6.6% and an overall weighted
maturity of 14 years compared to terms and rate®otly available in long-term financing marketsaiet risk is estimated as the potential
decrease in fair value of the Company's long-teetnt desulting from a hypothetical increase of 68idaoints in interest rates (ten percent of
the Company's overall weighted average borrowitg) r&uch an increase in interest rates would ra@sapproximately a $115.3 million
decrease in fair value of the Company's long-teetnt.dn early 1998 the Company utilized interett teedge contracts to manage its interest
rate risk related to the issuance of $765.0 milbésenior notes and debentures. During 1998 thrag2ay did not enter into any derivative
financial instruments and is currently not evalugtihe future use of such financial instruments.

Year 2000 Readiness Disclosure

The Year 2000 issue concerns the inability of cotapsystems and certain other equipment to propedggnize and process data that uses
two digits rather than four to designate particylaars. The Company has initiated a Year 2000 Bréjlan ("the Plan”) to assess whether its
systems that process date sensitive informatiolnpeiform satisfactorily leading up to and beyoaduary 1, 2000. The goal of the Plan is to
correct, prior to January 1, 2000, any Year 26€l@ted problem with critical systems, the failofevhich could have a material adverse ef
on the Company's operations. The Plan includes stef) identify each critical system element tresjuires date code remediation, (ii)
establish a plan to remediate such systems,rfifpjement all required remediations and (iv) seletyi test the remediated systems.

Thus far, the identification phase has identifieghlY2000 issues in the following critical Companyred systems: (i) switching and
transmission hardware and software used by the @oyi route and deliver telephone calls;

(i) network support systems, including customewiee systems and (iii) billing and collection syists used by the Company to invoice and
process most of its customer payments. In addittmCompany (i) receives critical services froraviders of utilities and other services to
facilities that house employees and switching,smaission and other equipment and (ii) is dependpah outside vendors for, among other
things, the provision of critical network componeand cellular billing services. The Company i astically reliant upon the systems of
other telecommunications carriers with which therpany's systems interconnect for the routing atisatg of telephone calls. The
Company has also identified potential Year 200@tesl liability with respect to telephone equipmmainufactured by unaffiliated parties that
the Company has sold or leased to its customerss{t@er Premises Equipment" or "CPE"). The idergttfon and planning phases of the
Plan are materially complete as they relate to Gomgwned systems. As they relate to third partydees, other telecommunications
carriers and CPE customers, the identification@adning phases are on-going and are expectedrnmaterially complete by first quarter
1999.

Based on work completed under the Plan to dateCtmpany currently intends to take the followingli@idnal steps under its Plan with
respect to Company-owned systems, third-party vendsoher telecommunications carriers, and CPEoousts:

o The Company generally plans to remediate Compamed switching, transmission, billing and colleatiand other critical systems
through the revision or replacement of currentaystomponents. Necessary changes to Company-owstins are in process and are
expected to be completed by mid-year 1999. Thewedetesting and verification of such changesexgected to be completed during 1999.
Due to the large number of system components rieguiemediation, the Company does not intend tbeesry remediated system but will
rely upon the results of selective testing to deiee the effectiveness of remediation efforts.

0 With respect to critical services provided byitigis and other third parties, the Company hagaxied all such suppliers during 1998. Thus
far, a majority of those suppliers who have resjgarigave indicated that their systems and servilieete mechanisms are Year 2000
compliant or can be made so through currently atsél modifications. The Company plans to continaaitering all third-party remediation
efforts and to make contingency plans for the @elivof such services as necessary.

0 The Year 2000 compliance status of other teleconications carriers with which the Company's switghsystems interconnect is not yet
known. The Company is making inquiries with theagiers to determine their compliance status amekets to obtain the results of
compliance tests during first quarter 1999, althotiere can be no assurance that carriers willlgupjs information.

o Finally, the Company is in the process of obtajnYear 2000 compliance information from CPE maaufiers and plans to provide this
information to the Company's business customeesity 1999. The Company plans to work with CPE nfecturers to encourage the
development of remedies for Year 2000 problemsigh®quipment and to continue working with its oustrs to identify Year 20C



problems in CPE. However, there can be no assuthat€PE manufacturers or customers will coopesditethe Company's efforts to
address these problems.

While the Company currently believes that it widl &ble to remediate and selectively test Companyedveystems in time to minimize any
detrimental effect on its operations, there candassurance that such steps will be successillré&ay the Company to timely and
effectively remediate its systems, or the failuferitical vendors and suppliers and other telecamizations carriers to remediate affected
systems, could have a material adverse impacte@t#mpany's business, financial condition, resfltgperations and prospects. Because the
impact of Year 2000 issues on the Company is nalgdependent on the mitigation efforts of partesside the Company's control, the
Company cannot assess with certainty the magnifiday such potential adverse impact. However, dbapen risk assessment work
conducted thus far, the Company believes that st neasonably likely worst case scenario of tilariaby the Company, its suppliers or
other telecommunications carriers with which thenpany interconnects to resolve Year 2000 issuesddmian inability by the Company
to provide telecommunications services to the Camgisacustomers, (ii) to route and deliver telephoailés originating from or terminating
with other telecommunications carriers, (iii) tmély and accurately process service requests antb(iimely and accurately bill its
customers. In addition to lost earnings, thesefafl could also result in loss of customers dwsetaice interruptions and billing errors,
substantial claims by customers and increased eggeaassociated with stabilizing operations andwermitigation plans.

Contingency planning to maintain and restore serinadhe event of natural disasters, power failares systems-related problems is a routine
part of the Company's operations. The Company\ei¢ghat such contingency plans will assist the @amy in responding to the failure by
outside service providers to successfully addresa 2000 issues. In addition, the Company is ctlyré@entifying and considering various
Year 2000-specific contingency plans, includingnitfecation of alternate vendors and service prevédand manual alternatives to system
operations. These Year 2000-specific contingenagphre expected to be materially completed duhedirst quarter of 1999, but their
review and development will continue during 1999.

Although the total costs to implement the Plan cafe precisely estimated, the Company incurretsaafs$4.2 million during 1998 (none of
which was related to hardware costs) and anticipstending an aggregate of approximately $32.1omitluring 1999 (which includes $20.9
million of hardware costs.) These costs will beenged as incurred, unless new systems are purctiegeshould be capitalized in
accordance with generally accepted accounting ipieee Some of the costs represent ongoing investinesystems upgrades, the timing of
which is being accelerated in order to facilitaeaY 2000 compliance. In some instances, such uegnail position the Company to provide
more and better-quality services to its custonteas they currently receive. The Company expectsrtd these costs with cash provided by
operations. Cost estimates and statements of thgp&uy's plans discussed above are forward-lookatgreents that are derived using
numerous assumptions of future events, many oftwéaie outside the Company's control, includingatailability and future cost of trained
personnel and various other resources, third paadtgfification plans, the absence of systems requiemediation that have not yet been
discovered, and other factors.

LIQUIDITY AND CAPITAL RESOURCES

Excluding cash used for acquisitions, the Compaitigs on cash provided by operations to providestauttially all of its cash needs. The
Company's operations have historically providethlls source of cash flow which has helped the Gomontinue its longerm program c
capital improvements.

Operating activities

Net cash provided by operating activities was $&éfillion, $297.3 million and $264.7 million in 1891997 and 1996, respectively. 1
Company's accompanying consolidated statementssbf ftows identify major differences between nebme and net cash provided by
operating activities for each of those years. Falittonal information relating to the telephone m@imns, cellular operations and other
operations of the Company, see Results of Opemsation

Investing activities

Net cash used in investing activities was $375lanj $1.503 billion and $241.8 million in 1998997 and 1996, respectively. Cash usec
acquisitions was $225.6 million during 1998 complaiee$1.544 billion during 1997 and $46.3 millionrohg 1996. See Results of Operations
- Acquisitions for additional information. Capitamenditures for 1998 were $233.2 million for teleph operations, $49.5 million for cellu
operations and $28.2 million for corporate and otperations. Capital expenditures during 1997 286 were $181.2 million and $222.9
million, respectively. Proceeds from the sale cfets were $132.3 million in 1998 and $202.7 millier1997.

Financing activities

Net cash used in financing activities in 1998 wa$264 million. Net cash provided by financing aities was $1.223 billion during 1997,
which $1.288 billion was related to the acquisitaPTI. Net cash used in financing activities W&8.0 million during 1996. In December
1997 the Company filed a shelf registration stat@meth the United States Securities and Exchang@@ission registering $1.5 billion of
senior unsecured debt securities, preferred stmckmon stock and warrants, under which the Compsaued $665 million of senior debt
securities in January 1998 concurrent with theassa of the remaining $100 million of senior deditigities under its predecessor shelf
registration statement. The net proceeds of apprabtaly $758 million were used to reduce the badklitedness incurred by the Company in
connection with its December 1997 acquisition of. T addition, the Company paid approximately $dillion in 1998 to settle numerous
interest rate hedge contracts that had been enitéceth anticipation of these debt issuant



In December 1997 after giving consideration toRfié acquisition, Standard & Poor's assigned Cefgwgnior unsecured debt a rating of
BBB+ and Moody's reaffirmed its rating of Baal.

Other

Budgeted capital expenditures for 1999 total $21bam for telephone operations, $70 million forlicéar operations and $60 million for
corporate and other operations. The Company aate$gthat capital expenditures in its telephoneatipss will continue to include the
installation of fiber optic cable and the upgradaigts plant and equipment, including its digisatitches, to provide enhanced services.
Capital expenditures in the cellular operationseagected to continue to focus on constructingtamdil cell sites (which will provide
additional capacity and expanded areas where haludekllular phones may be used) and providingaligervice. Capital expenditures for
corporate and other operations include $20 milfarconstruction of the Company's fiber networitMithigan and $15 million for continued
expansion of the Company's PCS operations.

In April 1998 the Company acquired 32 Local MuliiptaDistribution System licenses in the FCC's A &ldand auctions for an aggregate of
$9.7 million. The licenses acquired cover geogragiheéas with a combined population of approximat@l million. The Company has not
finalized capital expenditure or deployment plamsthese systems.

The Company continually evaluates the possibilftaaguiring additional telecommunications operagiamd expects to continue its lotegm
strategy of pursuing the acquisition of attractteenmunications properties in exchange for cashyrg@s or both. Over the past few years,
the amount of communications properties availableet purchased by the Company has increased stiabyaiThe Company may require
additional financing in connection with any suclgaisitions. Approximately 3.8 million shares of @ty common stock and 200,000 shares
of Century preferred stock remain available foufatissuance in connection with acquisitions urheacquisition shelf registration statem

As of December 31, 1998, the Company's telephobsidiaries had available for use $135.1 milliorcommitments for long-term financing
from the Rural Utilities Service and the Companyg B832.6 million of undrawn committed bank linescoédit. The Company also has ac«
to debt and equity capital markets, including fisléregistration statement mentioned above.

The following table reflects the Company's deltiotal capitalization percentage and ratio of eaysito fixed charges as of and for the years
ended December 31.:

1998 1997 1996
Debt to total capitalization percentage  63.0% 67.2 38.6
Ratio of earnings to fixed charges 2.25 7.80 5.10

Ratio of earnings to fixed charges
excluding gain on sale or exchange
of assets 1.96 4.87 5.09

REGULATION AND COMPETITION

The communications industry continues to undergmua fundamental regulatory, competitive and tedbgical changes that make it
difficult to determine the form or degree of futwesgyulation and competition affecting the Compatsfsphone and cellular operations. These
changes may have a significant impact on the futoeacial performance of all communications conipan

Events affecting the communications industry

In 1996 the United States Congress enacted thedralaunications Act of 1996 (the "1996 Act"), whighligates LECs to permit
competitors to interconnect their facilities to tHeC's network and to take various other stepsalatesigned to promote competition. The
1996 Act provides certain exemptions for rural LESOsh as those operated by the Company. UnderGResFAugust 1996 order
implementing most of the 1996 Act's interconnectioovisions, rural LECs have the burden of prowimg availability of these exemptions.

Prior to and since the enactment of the 1996 A&et RCC and a number of state legislative and rémyylédodies have taken steps to foster
local exchange competition. Coincident with thiseret movement toward increased competition has theegradual reduction of regulatory
oversight of LECs. These cumulative changes haléol¢he continued growth of various companies joliog services that compete with
LECs' services. Wireless services entities areetpected to increasingly compete with LECs.

The 1996 Act authorized the establishment of fddard state universal service funds to provide st eligible telecommunications
carriers. In May 1997 the FCC adopted an orderrovensal service, as mandated by the 1996 Actérorder, the FCC ruled that rural
telephone companies which are designated eligddéedmmunications carriers will continue to recaiméversal service funding. Each of the
Company's LECs has been so designated by its taspstate regulatory agency. As a result, the Goms LECs will continue to receive
payments under the federal support mechanismsntlyria effect until the FCC adopts funding suppmechanisms based on forward-
looking economic costs, which it is required to bdot no earlier than January 201



As part of its universal service order, the FC® &stablished a new program in January 1998 toigeayp to $2.25 billion of discounted
telecommunications services annually to schoolslianaries. In addition, the FCC established a $40lion annual fund to provide
discounted telecommunications services for ruralthecare providers. All communications carriersyiding interstate telecommunications
services, including the Company's LECs and itautalland long distance operations, are requiradiribute to these programs. The FCC
has stated that LECs will recover their fundingtdbaitions in their rates for interstate servicBlse Company's contribution by its cellular :
long distance operations for 1998, which was passe its customers, was approximately $3.1 nillio

In an access charge reform order adopted in May,11#8@ FCC changed its system of interstate acdemges to make them compatible with
the deregulatory framework established by the 1®&6 Such changes are primarily applicable to paap companies. The Company's
telephone subsidiaries determine interstate revennder rate of return regulation and are, theeefonly minimally impacted by the access
charge reform order. In July 1998 the FCC issuBltice of Proposed Rulemaking to amend the acdemge rules for rate of return
companies in a manner similar to that adopted ficerap companies, subject to reviewing whethiéeminces exist between price cap
companies and rate of return companies that wagdire different rules in order to achieve the gifdbstering an efficient, competitive
marketplace. Comments were filed with the FCC igést 1998; the FCC has not yet issued a final guin this matter.

In 1998 the FCC created a federal-state joint btardview jurisdictional separations proceduresulgh which the costs of regulated
telecommunications services are allocated to ttezdtate and intrastate jurisdictions.

In recent years the FCC has allocated additioegjuency spectrum for wireless technologies thatpedenor are expected to compete with
cellular, including PCS and mobile satellite seegicThe FCC has also authorized certain speciatimdille radio service licensees to operate
in a manner competitive with cellular systems.

In September 1998 the FCC initiated a proceedingpioescribe the authorized rate of return forrsttge access services provided by LECs.
The FCC periodically represcribes this rate of meto ensure that the service rates filed by inoemh ECs subject to rate of return regula
continue to be just and reasonable. It is uncewtdiether or by how much the FCC may lower the aighd rate of return.

Competition to provide traditional telephone oreléss services is expected to initially affect éaugban areas to a greater extent than rural,
suburban and small urban areas such as those @ wig Company's operations are located. The Coynghaes not believe such competition
is likely to materially affect it in the near terfihe Company further believes that it may beneditf having the opportunity to observe the
effects of these developments in large urban markdéte Company will continue to monitor ongoingmdes in regulation, competition and
technology and consider which developments prothidemost favorable opportunities for the Compangursue.

Recent events affecting the Company

During 1998 the Company's revenues from the USfeased approximately $62.3 million (of which $581lion was applicable to the PTI
properties) to $127.6 million after increasing d1@illion during 1997. Although the Company antadigs that it may experience a reduction
in its federal support revenues at some pointénftiture, management believes it is prematuregesssor estimate the ultimate impact
thereof. There can be no assurance, however,ubhatisipact will not be material.

During the last few years, several states in wtiehCompany has substantial operations took ldgislar regulatory steps to further
introduce competition into the LEC business. Whtile Company is aware of only a few companies whale requested authorization to
provide local exchange service in the Company\d@eareas, it is anticipated that similar actioayrbe taken by others in the future.

In June 1997 the Louisiana Public Service CommisgibPSC") adopted a Consumer Price Protection Rlen"Consumer Plan"), effective
July 1997, which froze the local rates and accatesthat can be charged by the Company's LECstimgein Louisiana. Although the
Consumer Plan has no specified term, the LPSQisined to review it by mid-2000. The Company's Istama LECs have the option to
propose a new plan at any time if the LPSC detezmthat (i) effective competition exists or (ii)fareseen events threaten the LEC's ability
to provide adequate service or impair its finanhidlth. Certain other states have implementedwarfiorms of alternative regulation plans,
the impact of which has not been material eithdividually or in the aggregate to the results oéiggions of the Company.

Certain long distance carriers continue to reqtregtthe Company reduce intrastate access tarided for certain of its LECs. There is no
assurance that these requests will not resultdaaed intrastate access revenues in the future.

The Company anticipates that regulatory changesamngbetitive pressures may result in future revaedections in its telephone operatic
However, the Company anticipates that such redugtioay be minimized by increases in revenues atéiibe to the continued demand for
enhanced services and new product offerings. WhdeCompany expects its telephone revenues tontanto grow, its internal telephone
revenue growth rate may slow during upcoming period

Other matters

The Company's regulated telephone operations &jectuo the provisions of SFAS 71, under which@wmpany is required to account for
the economic effects of the rate-making procesduding the recognition of depreciation of plantla@guipment over lives approved by
regulators. The ongoing applicability of SFAS 7Xhe Company's regulated telephone operationdng Imeonitored due to the changing
regulatory, competitive and legislative environnsem/hen the regulated operations of the Comparigmger qualify for the application «



SFAS 71, the net adjustments required will resuli material, extraordinary, noncash charge agearsiings. While the amount of such
charge cannot be precisely estimated at this tinamagement believes that the noncash, after-t&aceginary charge would be between
$350 million and $400 million. See Note 12 of Notegonsolidated Financial Statements for addifiarfarmation.

The Company has certain obligations based on fedgate and local laws relating to the protectibthe environment. Costs of compliance
through 1998 have not been material, and the Coynpamently has no reason to believe that suchsagit become material.

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk.

The Company is not exposed to material future egmor cash flow exposures from changes in intea¢ss on long-term obligations since
the majority of the Company's long-term obligatians fixed rate. At December 31, 1998, the Compmstiynates that the fair value of the
Company's long-term debt was $2.7 billion which watermined by comparing the overall weighted ayerate of the Company's long-term
debt of 6.6% and an overall weighted maturity ofygdrs to terms and rates currently available mgiterm financing markets. Market risk is
estimated as the potential decrease in fair valtlieeoCompany's long-term debt resulting from adthptical increase of 66 basis points in
interest rates (ten percent of the Company's dwemghted average borrowing rate). Such an iner@aiterest rates would result in
approximately a $115.3 million decrease in faiueabf the Company's long-term debt. In late 1997 early 1998 the Company utilized
interest rate hedge contracts to manage its inteagsrisk related to its January 1998 issuanc¥66.0 million of senior notes and
debentures. During 1998 the Company did not enterany derivative financial instruments and is cwtrently evaluating the future use of
such financial instruments.

Item 8. Financial Statements and Supplementary Data
Report of Management

The Shareholders
Century Telephone Enterprises, Inc.:

Management has prepared and is responsible f@@dhgany's consolidated financial statements. Theaaated financial statements have
been prepared in accordance with generally accegmenlinting principles and necessarily include amodetermined using our best
judgments and estimates with consideration givemateriality.

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

The Company's consolidated financial statements baen audited by KPMG LLP, independent certifiedlie accountants, who have
expressed their opinion with respect to the fasragthe consolidated financial statements. Thadlitavas conducted in accordance with
generally accepted auditing standards, which iredutie consideration of the Company's internalrofsito the extent necessary to form an
independent opinion on the consolidated finandetkesnents prepared by management.

The Audit Committee of the Board of Directors ismgmsed of directors who are not officers or empdsyef the Company. The Committee
meets periodically with the independent certifiedblic accountants, internal auditors and manageniére Committee considers the audit
scope and discusses internal control, financialrapdrting matters. Both the independent and iadeanditors have free access to the
Committee.

/sl R Stewart Ewi ng, Jr.

R Stewart Ewi ng, Jr.
Seni or Vice President and
Chief Financial Oficer

Independent Auditors' Report

The Board of Directors
Century Telephone Enterprises, Inc.:

We have audited the consolidated financial statésn@Century Telephone Enterprises, Inc. and slidrsés as listed in Iltem 14a(i). In
connection with our audits of the consolidatedfitial statements, we also have audited the finhatagement schedules as listed in Item 14a
(i). These consolidated financial statements amanicial statement schedules are the responsibilitge Company's management. Our
responsibility is to express an opinion on thegesoblidated financial statements and financial state@ schedules based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgedbfat we plan and perform the at



to obtain reasonable assurance about whethemthedial statements are free of material misstaterdenaudit includes examining, on a test
basis, evidence supporting the amounts and diselssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetegaferred to above present fairly, in all matenégpects, the financial position of Century
Telephone Enterprises, Inc. and subsidiaries &eoémber 31, 1998 and 1997, and the results afdperations and their cash flows for e
of the years in the three-year period ended DeceBthel 998, in conformity with generally accepted@unting principles. Also in our
opinion, the related financial statement scheduwid®n considered in relation to the basic constdidlfinancial statements taken as a whole,
present fairly, in all material respects, the infation set forth therein.

/sl KPMG LLP

KPMG LLP

Shreveport, Louisiana
January 28, 1999, except as to Note 21 which & &gbruary 23, 1999

CENTURY TELEPHONE ENTERPRISES, INC.
Consolidated Statements of Income

Ye ar ended December 31,
1998 1997 1996
(Dolla rs in thousands, except
p er share amounts,)
OPERATING REVENUES
Telephone $ 1,091,610 530,597 451,538
Cellular 407,749 307,742 250,243
Other 77,726 63,182 47,896
Total operating revenues 1,577,085 901,521 749,677
OPERATING EXPENSES
Cost of sales and
operating expenses 768,720 474,256 394,360
Depreciation and amortization 328,554 159,495 132,021
Total operating expenses 1,097,274 633,751 526,381
OPERATING INCOME 479,811 267,770 223,296
OTHER INCOME (EXPENSE)
Gain on sale or exchange of
assets, net 49,859 169,640 815
Interest expense (167,552) (56,474) (44,662)
Income from unconsolidated
cellular entities 32,869 27,794 26,952
Minority interest (12,797) (5,498) (6,675)
Other income and expense 5,268 5,109 3,916
Total other income (expense) (92,353) 140,571  (19,654)
INCOME BEFORE INCOME TAX EXPENSE 387,458 408,341 203,642
Income tax expense 158,701 152,363 74,565
NET INCOME $ 228,757 255,978 129,077
BASIC EARNINGS PER SHARE* $ 1.67 1.89 .96
DILUTED EARNINGS PER SHARE* $ 1.64 1.87 .95
DIVIDENDS PER COMMON SHARE* $ 173 .164 .16

*Adjusted to reflect stock split in early 1999. See Note 21.



See accompanying notes to consolidated financial st atements.

CENTURY TELEPHONE ENTERPRISES, INC.
Consolidated Statements of Comprehensive Income

Ye ar ended December 31,
w8 1997 1996
(O ollars in thousands)
Net income $ 228,757 255,978 129,077

Other comprehensive income,
net of tax:
Unrealized holding gains arising
during period, net of tax of
$8,509 and $6,404 15,802 11,893 -
Reclassification adjustment for
gains included in net income,

net of tax of $11,027 (20,478) - -

Other comprehensive income,

net of tax (4,676) 11,893 -
Comprehensive income $ 224,081 267,871 129,077
See accompanying notes to consolidated financial st atements.

Century Telephone Enterprises, INC. Consolidatddii®® Sheets

December 31,

1998 1997
(Dollars in thousands)
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 5,742 26,017

Accounts receivable
Customers, less allowance of

$4,155 and $5,954 130,289 143,613
Other 55,109 83,659
Materials and supplies, at average cost 23,709 21,994
Other 11,389 8,197
Total current assets 226,238 283,480
NET PROPERTY, PLANT AND EQUIPMENT 2,351,453 2,258,563

INVESTMENTS AND OTHER ASSETS
Excess cost of net assets acquired,
less accumulated amortization

of $133,135 and $84,132 1,956,701 1,767,352
Other 401,063 400,006

Total investments and other assets 2,357,764 2,167,358

TOTAL ASSETS $4,935,455 4,709,401

LIABILITIES AND EQUITY

CURRENT LIABILITIES

Current maturities of long-term debt $ 53,010 55,244
Accounts payable 87,627 83,378
Accrued expenses and other current liabilities
Salaries and benefits 36,900 38,225
Taxes 33,411 74,898
Interest 36,926 20,821
Other 24,249 25,229

Advance billings and customer deposits 32,721 24,213




Total current liabilities

LONG-TERM DEBT

DEFERRED CREDITS AND OTHER LIABILITIES

STOCKHOLDERS' EQUITY

Common stock, $1.00 par value, authorized
175,000,000 shares, issued and outstanding
138,082,926* and 91,103,674 shares

Paid-in capital

Unrealized holding gain on investments,

net of taxes

Retained earnings

Unearned ESOP shares

Preferred stock - non-redeemable

Total stockholders' equity

TOTAL LIABILITIES AND EQUITY

304,844 322,008

138,083 91,104
451,535 469,586

7,217 11,893
932,611 728,033
(6,070)  (8,450)
8,106 8,106

$ 4,935,455 4,709,401

*Adjusted to reflect stock split in early 1999. See

See accompanying notes to consolidated financial st

Note 21.
atements.

CENTURY TELEPHONE ENTERPRISES, INC.
Consolidated Statements of Cash Flows

Ye

1998

D

OPERATING ACTIVITIES
Net income $ 228,757
Adjustments to reconcile net income
to net cash provided by
operating activities:

Depreciation and amortization 328,554
Income from unconsolidated

cellular entities (32,869)
Minority interest 12,797
Deferred income taxes 17,713
Gain on sales of assets (49,859)

Changes in current assets and
current liabilities:

Accounts receivable (15,227)
Accounts payable 4,249
Other accrued taxes (34,908)
Other current assets and other
current liabilities, net 15,033
Increase (decrease) in other
noncurrent liabilities (1,706)
Other, net (4,760)

Net cash provided by operating
activities 467,774

INVESTING ACTIVITIES
Acquisitions, net of cash acquired  (225,569)
Payments for property, plant
and equipment (310,919)
Proceeds from sales of assets 132,307
Investment in unconsolidated personal
communications services entity -
Distributions from unconsolidated

cellular entities 26,515
Purchase of life insurance

investment, net (2,786)
Proceeds from note receivable -
Other, net 4,807

Net cash used in investing
activities (375,645)

ar ended December 31,

ollars in thousands)

255,978 129,077

159,495 132,021

(27,794)  (26,952)
5498 6,675
16,230 7,935
(169,640)  (815)

7649  (4,353)
(25,440) 5,103
58,205 1,285

7,263 6,220
2,173 4,305
7,702 4,151

(1,543,814)  (46,327)

(181,225) (222,885)
202,705 -

- 18,900
16,825 15,648

(12,962)  (5,944)
22500 1,667
(7,156)  (2,850)

(1,503,127) (241,791)



FINANCING ACTIVITIES
Proceeds from issuance of

long-term debt 957,668 1,312,546 59,649
Payments of long-term debt (1,015,015) (79,203) (57,021)
Payment of hedge contracts (40,237) - -
Notes payable, net - - (14,199
Proceeds from issuance of
common stock 15,033 14,156 10,089
Payment of debt issuance costs (6,625) - -
Cash dividends (24,179) (22,671) (21,775)
Other, net 951 (1,405) 258
Net cash provided by (used in)
financing activities (112,404) 1,223,423 (22,999)
Net increase (decrease) in cash
and cash equivalents (20,275) 17,615 (138)
Cash and cash equivalents at
beginning of year 26,017 8,402 8,540
CASH AND CASH EQUIVALENTS AT
END OF YEAR $ 5,742 26,017 8,402

See accompanying notes to consolidated financial st atements.

CENTURY TELEPHONE ENTERPRISES, INC.

Consolidated Statements of Stockholders' Equity

Year ended December 31,

199 8 1997 1996
(Dol lars and shares in thousands)
COMMON STOCK
Balance at beginning of year $ 911 04 59,859 59,114
Issuance of common stock for acquisitions 28 75 257
Conversion of convertible securities into
common stock 1 69 237 33

Issuance of common stock through
dividend reinvestment, incentive and

benefit plans 7 54 565 455
Three-for-two stock split 46,0 28 30,368 -
Balance at end of year 138,0 83 91,104 59,859

PAID-IN CAPITAL

Balance at beginning of year 469,5 86 474,607 453,584
Issuance of common stock for

acquisitions 1,0 59 3,241 8,201
Conversion of convertible securities

into common stock 3,1 31 4,998 163

Issuance of common stock through
dividend reinvestment, incentive

and benefit plans 14,2 79 13,591 9,676

Amortization of unearned compensation

and other 9,5 08 3,517 2,983

Three-for-two stock split (46,0 28) (30,368) -
Balance at end of year 4515 35 469,586 474,607

UNREALIZED HOLDING GAIN ON
INVESTMENTS, NET OF TAXES

Balance at beginning of year 11,8 93 - -

Change in unrealized holding gain on

investments, net of taxes (4,6 76) 11,893 -
Balance at end of year 7,2 17 11,893 -

RETAINED EARNINGS
Balance at beginning of year 728,0 33 494,726 387,424
Net income 228,7 57 255,978 129,077
Cash dividends declared
Common stock - $.173, $.164 and



$.16 per share* (23,7 71) (22,211) (21,355)
Preferred stock (4 08) (460) (420)

Balance at end of year 932,6 11 728,033 494,726

UNEARNED ESOP SHARES

Balance at beginning of year (8,4 50) (11,080) (13,960)
Release of ESOP shares 2,3 80 2,630 2,880
Balance at end of year (6,0 70) (8,450) (11,080)

PREFERRED STOCK - NON-REDEEMABLE

Balance at beginning of year 8,1 06 10,041 2,262
Issuance of preferred stock
for acquisitions - - 7,975
Conversion of preferred stock into
common stock - (1,935) (196)
Balance at end of year 8,1 06 8,106 10,041
TOTAL STOCKHOLDERS' EQUITY $1,531,4 82 1,300,272 1,028,153

COMMON SHARES OUTSTANDING

Balance at beginning of year 91,1 04 59,859 59,114
Issuance of common stock for

acquisitions 28 75 257
Conversion of convertible securities

into common stock 1 69 237 33

Issuance of common stock through
dividend reinvestment, incentive

and benefit plans 7 54 565 455
Three-for-two stock split 46,0 28 30,368 -
Balance at end of year 138,0 83 91,104 59,859
*Adjusted to reflect stock split in early 1999. See Note 21.
See accompanying notes to consolidated financial st atements.

CENTURY TELEPHONE ENTERPRISES, INC.
Notes to Consolidated Financial Statements DeceBihet99¢
(1) Summary of Significant Accounting Policies

Principles of consolidationFhe consolidated financial statements of Centwelefhone Enterprises, Inc. and its subsidiaries'@ompany”
include the accounts of Century Telephone Entezprigic. ("Century") and its majority-owned subaitis and partnerships. The Company's
regulated telephone operations are subject torthdgions of Statement of Financial Accounting $tamls No. 71, "Accounting for the
Effects of Certain Types of Regulation." Investnseintcellular entities where the Company does mot a majority interest are accounted for
using the equity method of accounting.

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

Revenue recognition - Revenues are recognized waered. Certain of the Company's telephone subgidiparticipate in revenue sharing
arrangements with other telephone companies ferstate revenue and for certain intrastate reveéBweh sharing arrangements are funded
by toll revenue and/or access charges within gtiaidictions and by access charges in the intersterket. Revenues earned through the
various sharing arrangements are initially recoresked on the Company's estimates.

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

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



Impairment of long-lived assets and excess cosebassets acquired (goodwill) - The carrying valtimng-lived assets, including allocated
goodwill, is reviewed for impairment at least anifiyjaor whenever events or changes in circumstaintisate that such carrying value may
not be recoverable, by assessing the recoverabflisych carrying value through estimated undistadifuture net cash flows expected to be
generated by the assets or the acquired businks®xtess cost of net assets acquired of subdiaatiaf the Company's acquisitions
accounted for as purchases is being amortized4fygears.

Affiliated transactions - Certain service subsidiarof Century provide installation and maintenaseevices, materials and supplies, and
managerial, technical and accounting serviceslgidiaries. In addition, Century provides and hilanagement services to subsidiaries and
in certain instances makes interest bearing adsaiecinance construction of plant and purchasexjafpment. These transactions are
recorded by the Company's telephone subsidiariggeatcost to the extent permitted by regulatarharities. Intercompany profit on
transactions with regulated affiliates is limit@da reasonable return on investment and has natddesinated in connection with
consolidating the results of operations of Centurgl its subsidiaries. Intercompany profit on tratisas with nonregulated affiliates has b
eliminated.

Income taxes - Century files a consolidated fedame tax return with its eligible subsidiari#ge Company uses the asset and liability
method of accounting for income taxes under whiefeided tax assets and liabilities are establi$bethe 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 beérmee and are being amortized as a reductiondsréd income tax expense over the
estimated useful lives of the assets giving riseaéocredits.

Derivative financial instruments - During 1997 thempany entered into certain interest rate hedgé&axts in anticipation of a public debt
issuance, utilizing such hedge contracts to maidgeest rate exposure. The hedge contracts wesitett as off-balance sheet financial
instruments. In connection with the settlementele contracts, all losses related to these trdosadiave been deferred and amortized as
interest expense over the life of the underlyingtdgsuance. Such contracts were settled in 1988 N®te 6 for additional information. The
Company does not utilize derivative financial ingtients for trading or other speculative purposes.

Earnings per share - During 1997 the Company addptatement of Financial Accounting Standards 8. ISFAS 128"), "Earnings per

Share." SFAS 128 established requirements forahgpatation of basic earnings per share and dilegedings per share and was effective
financial statements issued for periods ending &trember 15, 1997. Earnings per share amountsifarperiods have been restated to

conform with SFAS 128.

Stock compensation - The Company accounts for eyaplstock compensation plans in accordance witloétting Principles Board
Opinion No. 25, "Accounting for Stock Issued to Hayees" as allowed by Financial Accounting Standdtd. 123, "Accounting for Stock-
Based Compensation."

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

(2) Acquisitions

On December 1, 1997, Century acquired Pacific Tetednc. ("PTI") in exchange for $1.503 billion éago finance the acquisition, which
was accounted for as a purchase, Century borrow@88 billion under its $1.6 billion senior unsesdicredit facility (the "Senior Credit
Facility") dated August 28, 1997 with NationsBarfkilexas, N.A. and a syndicate of other lenders t@grpaid the remainder of the PTI
acquisition price with available cash.

As a result of the acquisition, the Company acqlfietelephone access lines located in four miderasstates, seven western states and
Alaska, (ii) cellular subscribers in two midweststates and Alaska and (iii) various wireless, eablevision and other communications
assets.

The following pro forma information represents tumsolidated results of operations of the Company the PTI acquisition had been
consummated as of January 1, 1997 and 1996.

Year ended December 31, 1997 1996
( Dollars in thousands, except
per share amounts)
(unaudited)
Operating revenues $1 ,392,268 1,245,036
Net income 256,992 120,632
Diluted earnings per share 1.87 .89

The pro forma information is not necessarily intiigaof the operating results that would have ocediif the PTI acquisition had been
consummated as of January 1 of each respectivedperor is it necessarily indicative of future ogtérg results. The actual results of
operations of PTI have been included in the Comisatgnsolidated financial statements only fromdate of acquisitior



On December 1, 1998, the Company acquired thesasbeertain local telephone and directory operstim parts of northern and central
Wisconsin from affiliates of Ameritech Corporati@meritech"), in exchange for approximately $221ilion cash. The assets included (i)

access lines and related property and equipme2it predominantly rural communities in Wisconsin @ifjdAmeritech's directory publishing
operations that relate to nine telephone directorie

(3) Investments and Other Assets

Investments and other assets at December 31, 12087 were composed of the following:

December 31, 1998 1997

(Dollars in thousands)

Excess cost of net assets acquired, less

accumulated amortization $ 1,956,701 1,767,352

Investments in unconsolidated cellular entities 118,016 189,363
Cash surrender value of life insurance

contracts, net 84,976 78,658
Marketable equity securities 29,496 40,570
Deferred hedge contracts 38,027 -
Other 130,548 91,415

$ 2,357,764 2,167,358

As a result of the purchase of PTI, the Compangnded approximately $1.2 billion of excess cosheff assets acquired in 1997.

Goodwill amortization of $47.8 million, $16.6 mdi and $12.8 million for 1998, 1997 and 1996, retipely, is included in "Depreciation
and amortization" in the Company's Consolidatede&tants of Income.

Included in investments in unconsolidated cellelatities at December 31, 1997 was approximately@gilllion of costs allocated to licens

from acquisitions made by PTI prior to Century'gusition of PTI. Upon finalization of the PTI purase price allocation, such costs were
assigned to excess cost of net assets acquired.

The Company's investments in marketable equityrgg@&iare classified as available for sale andreperted at fair value with unrealized
holding gains and losses reported, net of taxea,separate component of stockholders' equity.fA&ecember 31, 1998, gross unrealized
holding gains of the Company's marketable equitysges were $11.1 million.

(4) Property, Plant and Equipment

Net property, plant and equipment at December 838 and 1997 was composed of the followi

December 31, 1998 1997

(Dollars in thousands)

Telephone, at original cost

Cable and wire $ 2,046,638 1,843,002
Central office 1,197,438 1,070,477
General support 269,431 256,203
Information origination/termination 73,984 65,304
Construction in progress 66,241 53,382
Other 6,520 7,492
3,660,252 3,295,860
Accumulated depreciation ( 1,661,315) (1,375,835)
1,998,937 1,920,025

Cellular, at cost

Cell site 316,706 284,599

General support 82,618 66,400

Construction in progress 23,733 23,664

Other 5,927 5,555
428,984 380,218

Accumulated depreciation (178,569) (133,357)
250,415 246,861

Corporate and other, at cost
General support 180,359 148,883



Other

Accumulated depreciation

Net property, plant and equipment

20,063 20,537

200,422 169,420
(98,321) (77,743)

102,101 91,677

2,351,453 2,258,563

Depreciation expense was $280.5 million, $142.6ioniland $118.9 million in 1998, 1997 and 1996 pexdively. The composite depreciat
rate for telephone properties was 6.9% for 1998/for 1997 and 7.5% for 1996.

(5) Investments in Unconsolidated Cellular Entities

The Company's share of earnings from cellulariestih which it does not own a majority interessvi4.1 million, $29.4 million and $28.2
million in 1998, 1997 and 1996, respectively, améhcluded, net of $1.2 million, $1.6 million and.$ million of amortization of goodwiill
attributable to such investments, in "Income frameansolidated cellular entities" in the Companyséblidated Statements of Income. Over
74% of the 1998 income from unconsolidated cellelaities was attributable to the following investmis.

Lafayette MSA Limited Partnership
GTE Mobilnet of Austin Limited Partnership
Milwaukee SMSA Limited Partnership

Alltel Cellular Associates of Arkansas Limited Part

Detroit SMSA Limited Partnership
Michigan RSA #9 Limited Partnership

Cellular North Michigan Network General Partnership

Ownership interest

49%
35%
18%
nership 36%
3%
43%
43%

The following summarizes the unaudited combine@tas$iabilities and equity, and the unaudited corad results of operations, of the
cellular entities in which the Company's investrsgats of December 31, 1998 and 1997) were accotmtdyy the equity method.

December 31,

Assets
Current assets $
Property and other noncurrent assets

1998 1997

(Dollars in thousands)
(unaudited)

293,339 322,863
759,665 767,123

$ 1,053,004 1,089,986
Liabilities and equity
Current liabilities $ 109,787 157,492
Noncurrent liabilities 25,099 25,413
Equity 918,118 907,081
$ 1,053,004 1,089,986
Year ended December 31, 1998 1997 1996
(Dollars in thousands)
(unaudited)
Results of operations
Revenues $ 1,28 1,803 1,277,524 985,788
Operating income $ 43 0,859 419,246 338,554
Net income $ 43 5,744 395,990 339,040

At December 31, 1998, $59.0 million of the Comparygnsolidated retained earnings represented ubdigtd earnings of unconsolidated

cellular entities.

(6) Long-Term Debt

December 31,

1998 1997

(Dollars in thousands)



Century

5.61%* Senior Credit Facility, due through 2002 $ 752,063 1,535,000
6.875% senior notes, due 2028 425,000 -
6.30% senior notes, due 2008 240,000 -
6.15% senior notes, due 2005 100,000 -
8.25% senior notes, due 2024 100,000 100,000
7.20% senior notes, due 2025 100,000 100,000
6.39%* notes payable to banks, due 2002 40,000 30,000
7.75% senior notes, due 2004 50,000 50,000
6.55% senior notes, due 2005 50,000 50,000
9.38% senior notes, due through 2003 18,900 21,200
6.64%* Employee Stock Ownership Plan commitment,
due in installments through 2004 6,070 8,450
9.85%* notes, due in installments through 2006 266 304
Total Century 1,882,299 1,894,954
Subsidiaries
First mortgage debt
5.97%* notes, payable to agencies of the Unite d
States government and cooperative lending
associations, due in installments through 20 25 341,817 348,971
7.98% notes, due through 2002 5,871 5,969
Other debt
7.21%* unsecured medium-term notes,
due through 2008 335,667 360,678
7.43%* notes, due in installments through 2020 29,301 40,805
6.50% note, due in installments through 2001 9,308 12,040
6.15%* capital lease obligations, due
through 2003 6,747 1,368
Total subsidiaries 728,711 769,831

Total long-term debt 2,611,010 2,664,785
Less current maturities 53,010 55,244

Long-term debt, excluding current maturities $ 2,558,000 2,609,541

* weighted average interest rate at December 31, 19 98

The approximate annual debt maturities for the fi@ars subsequent to December 31, 1998 are aw$lI®99 - $53.0 million; 2000 - $62.6
million; 2001 - $144.5 million; 2002 - $735.0 mdh; and 2003 - $67.5 million.

Short-term borrowings of $40.0 million at DecemBér 1998 were classified as long-term debt on tvempanying balance sheet as the
Company had adequate committed amounts availaller dong-term revolving facilities.

Certain of the Company's loan agreements containugrestrictions, among which are limitationsaeting issuance of additional debt,
payment of cash dividends, reacquisition of the Gany's capital stock and other matters. At DecerBhed 998, all of the consolidated
retained earnings reflected on the balance sheetwailable for the declaration of dividends.

The transfer of funds from certain consolidatedsglibries to Century is restricted by various lagneements. Subsidiaries which have loans
from government agencies and cooperative lendisgciations, or have issued first mortgage bondseigdly may not loan or advance any
funds to Century, but may pay dividends if cerfaiancial ratios are met. At December 31, 1998rieted net assets of subsidiaries were
$604.4 million. Subsidiaries' retained earningsexness of amounts restricted by debt covenantetb$¥ 26.1 million.

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

On January 15, 1998, Century issued $100 millior-géar, 6.15% senior notes (Series E); $240 miltib10-year, 6.3% senior notes (Series
F); and $425 million of 30-year, 6.875% debent&esies G) under its shelf registration statemértie. net proceeds of approximately $758
million (excluding payment obligations of approxitely $40 million related to interest rate hedgifigeted in connection with the offering)
were used to reduce the bank indebtedness incun@etr the Senior Credit Facility. In addition, ®enior Credit Facility's committed amot
was reduced from $1.6 billion to $880 million incacdance with its terms. This facility carries tiog rate interest based upon London
InterBank Offered Rates for short-term periods.

In mid-January 1998 the Company settled numerdesdst rate hedge contracts that had been entgcethianticipation of the above-
mentioned debt issuances. The amounts paid bydhgény upon settlement of the hedge contracts ggtge approximately $40 million,
which is being amortized as interest expense dwelites of the underlying debt instruments. THeaive weighted average interest rate of
the debt (after giving consideration to these paymobligations) is 7.15%. In March 1998 the Comppaid approximately $250,000 upon
settlement of its remaining interest rate hedgéreots.

Century's telephone subsidiaries had approxim&esb.1 million in commitments for lo-term financing from the Rural Utilities Servi



available at December 31, 1998. Approximately $832illion of additional borrowings were availabtethe Company through committed
lines of credit with various banks.

(7) Deferred Credits and Other Liabilities
Deferred credits and other liabilities at Decenier1998 and 1997 were composed of the following:

December 31, 1998 1997

(Dollars in thousands)

Deferred federal and state income taxes $332,151 272,290
Accrued postretirement benefit costs 109,000 99,429
Minority interest 44,970 47,695
Regulatory liability - income taxes 17,380 22,856
Deferred investment tax credits 3,939 6,355
Other 33,689 28,955

$541,129 477,580

(8) Postretirement Benefits

The Company sponsors defined benefit health caresghat provide postretirement benefits to sultistgnall retired full-time employees.

Net periodic postretirement benefit cost for 198897 and 1996 included the following compone

Year ended December 31, 1998 1997 1996
(Dollars in thousands)
Service cost $ 5519 2,578 2,354
Interest cost 10,744 5,047 4,212
Expected return on plan assets (3,250) (458) -
Amortization of unrecognized actuarial losses 430 292 475
Amortization of unrecognized prior service cost 122 121 121
Net periodic postretirement benefit cost $ 13,564 7,580 7,162

The following is a reconciliation for the beneflilmation and the plan assets.

December 31, 1998 1997 1996

(Dollars in thousands)

Change in benefit obligation

Benefit obligation at beginning of year $ 152,632 59,157 60,128
Service cost 5519 2,578 2,354
Interest cost 10,744 5,047 4,212
Participant contributions 298 119 96
Acquisition - 80,166 -
Actuarial (gain) loss 9,720 7,789 (5,420)
Benefits paid (6,590) (2,224) (2,213)
Benefit obligation at end of year $ 172,323 152,632 59,157
December 31, 1998 1997 1996

(Dollars in thousands)

Change in plan assets (primarily listed
stocks and bonds)
Fair value of plan assets at beginning

of year $ 34,618 - -
Return on assets 4,080 - -
Employer contributions 749 - -

Acquisition - 34,618 -
Benefits paid (3,648) - -

Fair value of plan assets at end of year $ 35,799 34,618 -




The following table sets forth the amounts recogdias liabilities for postretirement benefits at®maber 31, 1998, 1997 and 1996.

December 31, 1998 1997 1996

(Dollars in thousands)

Benefit obligation $ ( 172,323) (152,632) (59,157)
Fair value of plan assets 35,799 34,618 -
Unamortized prior service cost 1,060 1,182 1,303
Unrecognized net actuarial loss 23,972 14,622 6,986
Accrued benefit cost $ ( 111,492) (102,210) (50,868)

Assumptions used in accounting for postretirementefits as of December 31, 1998 and 1997 were:

1998 1997
Weighted average assumptions
Discount rate 6.5-6.75% 7.0
Expected return on plan assets 10.0% 10.0

For measurement purposes, a 6.0-7.4% annual rétie jmer capita cost of covered health care benefis assumed for 1999 and beyond. A
one-percentage-point change in assumed healtltoateates would have the following effects:

1-Percenta ge 1-Percentage
Point Incre ase Point Decrease
(Doll ars in thousands)

Effect on total of service and

interest cost components $ 1,012 (934)
Effect on postretirement
benefit obligation $ 9,884 (9,089)

(9) Stockholders' Equity
Common stock - At December 31, 1998, unissued star€entury common stock were reserved as follows:

December 31, 1998

(In thousands)

Incentive compensation program 6,488
Acquisitions 4,825
Employee stock purchase plan 1,016
Conversion of convertible preferred stock 511
Other employee benefit plans 3,849
16,689

Under Century's Articles of Incorporation each shafrcommon stock beneficially owned continuoushte same person since May 30,
1987 generally entitles the holder thereof to tetes per share. All other shares entitle the hdlnlene vote per share. At December 31, 1
the holders of 12.6 million shares of common stweke entitled to ten votes per share.

Preferred stock - As of December 31, 1998, Certta/2.0 million shares of preferred stock, $25vyadme per share, authorized. At
December 31, 1998 and 1997, there were 324,238sbaoutstanding preferred stock. Holders of amding Century preferred stock are
entitled to receive cumulative dividends, receivef@rential distributions equal to $25 per shates pinpaid dividends upon Century's
liquidation and vote as a single class with thelbrd of common stock.

Shareholders' Rights Plan - In 1996 the Board oé@ors declared a dividend of one preference ghaghase right for each common share
outstanding. Such rights become exercisable ifveimeh a potential acquiror takes certain steps dqoiee 15% or more of Century's common
stock. Upon the occurrence of such an acquisigach right held by shareholders other than theismgmay be exercised to receive that
number of shares of common stock or other secsiritieCentury (or, in certain situations, the aciggicompany) which at the time of such
transaction will have a market value of two timies &xercise price of the right.

Stock split- On February 25, 1998, Century's Board of Directlirslared a threfor-two common stock split effected as a 50% stockdeind



in March 1998. An amount equal to the par valuthefadditional common shares issued pursuant tsttiok split was reflected as a transfer
from paid-in-capital to common stock on the cordatied financial statements for 1997. See Note Radditional information concerning a
stock split in early 1999.

(10) Earnings Per Share

Basic earnings per share amounts are determin#tedrasis of the weighted average number of conmshares outstanding during the year.
Diluted earnings per share give effect to all ptigdmlilutive common shares that were outstandingnd) the period.

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

Year ended December 31, 19 98 1997 1996

( Dollars, except per share

amou nts, and shares in thousands)

Income (Numerator):
Net income $ 228, 757 255,978 129,077
Dividends applicable to preferred stock ( 408) (460) (420)
Net income applicable to common stock for
computing basic earnings per share 228, 349 255,518 128,657
Dividends applicable to preferred stock 408 460 420
Interest on convertible securities,
net of taxes 372 480 579

Net income as adjusted for purposes of
computing diluted earnings per share $ 229, 129 256,458 129,656

Shares (Denominator):
Weighted average number of shares

outstanding during period 137, 568 135,637 134,147
Employee Stock Ownership Plan shares
not committed to be released ( 558) (653) (747)

Weighted average number of shares

outstanding during period for computing

basic earnings per share 137, 010 134,984 133,400
Incremental common shares attributable

to dilutive securities:

Conversion of convertible securities 1, 274 1,676 1,958
Shares issuable under stock option plan 1, 821 752 622
Number of shares as adjusted for purposes
of computing diluted earnings per share 140, 105 137,412 135,980
Basic earnings per share* $ 1 .67 1.89 .96
Diluted earnings per share* $ 1 .64 1.87 .95

*Adjusted to reflect stock split in early 1999.

The weighted average number of options to purchhaees of common stock that were excluded frontdineputation of diluted earnings per
share because the exercise price of the optiorgvester than the average market price of the constamk was 3,000, 1,099,000 and
1,415,000 for 1998, 1997 and 1996, respectively.

(11) Stock Option Program

Century has an incentive compensation program wddiolws the Board of Directors, through a subcorterito the Compensation
Committee, to grant incentives to employees in@my or a combination of the following forms:

incentive and non-qualified stock options; stocRragiation rights; restricted stock; and performeaskares. As of December 31, 1998,
Century had reserved 6.5 million shares of comntockswvhich may be issued under the incentive corsaiéon program.

Under the program, options have been granted tdogegs at a price either equal to or exceedinghter-current market price and all of the
options expire ten years after the date of grant.

During 1998 the Company granted 121,667 optiores (998 Options") at market price. The weightedrage fair value of each of the 1998
Options was estimated as of the date of grant 8888 using an option-pricing model with the feling assumptions: dividend yield - .5%;
expected volatility- 20%; risl-free interest rat- 4.8%; and expected option li- seven year:



During 1997 the Company granted 1,293,909 optitres'(L997 Options") at market price. The weighteerage fair value of each of the
1997 Options was estimated as of the date of godoe¢ $5.68 using an option-pricing model with filéowing assumptions: dividend yield -
.8%; expected volatility - 25%; risk-free intereate - 6.5%; and expected option life - eight years

Stock option transactions during 1998, 1997 and19ére as follows:

Number Average

of options  price
Outstanding December 31, 1995 59 29,196 $11.32
Exercised 6 57,906) 8.32
Forfeited ( 28,239) 13.01
Outstanding December 31, 1996 5,2 43,051 12.11
Exercised 8 89,173) 10.18
Granted 1,2 93,909 1351
Forfeited ( 38,856) 13.39
Outstanding December 31, 1997 5,6 08,931 12.73
Exercised 9 37,985) 11.41
Granted 1 21,667 26.25
Forfeited ( 12,000) 13.33
Outstanding December 31, 1998 4,7 80,613 13.35
Exercisable December 31, 1997 4,7 12,532 12.59
Exercisable December 31, 1998 4,1 88,660 13.13

The following tables summarize certain informatabout Century's stock options at December 31, 1998.

Options outstanding

Weighted av erage

Range of remaining cont ractual Weighted average
exercise prices Number of options life outsta nding  exercise price
$9.63-12.30 2,271,662 3.5 years $ 11.04
13.33-17.64 2,391,554 7.1 14.87
23.03-26.05 67,133 9.1 25.88
26.98-31.54 50,264 9.1 28.96

9.63-31.54 4,780,613 7.3 13.35

Options exercisable

Range of Number of Weighted average
exercise prices options exercisable exercise price
$9.63-12.30 2,271,662 $ 11.04
13.33-17.64 1,861,935 15.27
23.03-26.05 31,655 26.05
26.98-31.54 23,408 28.65

9.63-31.54 4,188,660 13.13

The Company applies Accounting Principles Boardn@pi No. 25, "Accounting for Stock Issued to Emm@es," in accounting for its
program. Accordingly, no compensation cost has lbeeognized for the program. If compensation costCfentury's program had been
determined consistent with SFAS 123, the Compargtincome and earnings per share on a pro forsia fr 1998, 1997 and 1996 would
have been as follows:

Year ended December 31, 199 8 1997 1996

(Dollars in thousands,
e xcept per share amounts)

Net income



As reported $ 228,75 7 255,978 129,077

Pro forma $ 227,11 3 252,773 129,077
Diluted earnings per share

As reported $ 16 4 1.87 .95

Pro forma $ 16 2 1.84 .95

(12) Accounting for the Effects of Regulation

The Company's regulated telephone operations &jeciuo the provisions of Statement of Financiatdunting Standards No. 71 ("SFAS
71"), "Accounting for the Effects of Certain TypasRegulation." Actions of a regulator can provigasonable assurance of the existence of
an asset, reduce or eliminate the value of an asseimpose a liability on a regulated enterpi&ech regulatory assets and liabilities are
required to be recorded and, accordingly, refleotetie balance sheet of an entity subject to SFAS

The Company's consolidated balance sheet as ohilege31, 1998 included regulatory assets of appratély $5.9 million and regulatory
liabilities of approximately $16.0 million exclugof (i) property, plant and equipment, (ii) accuaed depreciation and (iii) deferred inca
taxes and deferred investment tax credits assdcigith regulatory assets and liabilities. The $iflion of regulatory assets included assets
established in connection with postretirement bigné$1.0 million), income taxes ($2.1 million) addferred financing costs ($2.7 million).
The $16.0 million of regulatory liabilities was altished in connection with the adoption of Statehoé Financial Accounting Standards No.
109, "Accounting For Income Taxes." Net deferrezbme tax assets related to the regulatory assdtsadnilities quantified above were $3.5
million.

Property, plant and equipment of the Company'sladed telephone operations has been depreciateg gsnerally the straight line method
over lives approved by regulators. Such depreciims have generally exceeded the depreciabls lised by nonregulated entities. In
addition, in accordance with regulatory accountiegirements of regulated telephone property haenltharged to accumulated
depreciation, along with the costs of removal, kEssage, with no gain or loss recognized. Theseuatting policies have resulted in
accumulated depreciation being significantly ldsmtif the Company's telephone operations had een begulated.

Statement of Financial Accounting Standards No.(I8FAS 101"), "Regulated Enterprises - Accounfimigthe Discontinuance of
Application of FASB Statement No. 71," specifies itcounting required when an enterprise ceasageb the 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 SFAS 71 but would not have beengrized as assets and liabilities by enterprisgeireral, along with an adjustment of
certain accumulated depreciation accounts to retecdifference between recorded depreciationth@@mount of depreciation that would
have been recorded had the Company's telephonatimmer not been subject to rate regulation. SFABflfther provides that the carrying
amounts of property, plant and equipment are tadpasted only to the extent the assets are impainedhat impairment shall be judged in
the same manner as for enterprises in generalrigdftax liabilities and deferred investment tagdits will be impacted based on the change
in the temporary differences for property, plard @quipment and accumulated depreciation.

The ongoing applicability of SFAS 71 to the Compamggulated telephone operations is being momitdte 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 Compateyéphone operations no longer being subject toSSFAin the near future. When the
regulated operations of the Company no longer fyufli the application of SFAS 71, the net adjustiserequired will result in a material,
noncash charge against earnings which will be tedas an extraordinary item. While the effectnopliementing SFAS 101 cannot be
precisely estimated at this time, management bediglvat the noncash, after-tax, extraordinary ehauguld be between $350 million and
$400 million. For regulatory purposes, the accaoxgind reporting of the Company's telephone sudrsidi will not be affected by the
discontinued application of SFAS 71.

(13) Income Taxes

The tax effects of temporary differences that géseto significant portions of the deferred tagets and deferred tax liabilities at December
31, 1998 and 1997 were as follows:

December 31, 1998 1997

(Dollars in thousands)

Deferred tax assets

Postretirement benefit costs $ 38,023 35,826
Regulatory support 15,509 15,681
Net operating loss carry forwards of an
acquired subsidiary 6,716 8,013
Regulatory liability 6,230 8,000
Long-term debt 3,382 3,957
Other employee benefits 8,812 8,281
Other 9,609 8,788
Gross deferred tax assets 88,281 88,546

Less valuation allowance (6,716) (8,013)




Net deferred tax assets 81,565 80,533

Deferred tax liabilities
Property, plant and equipment, primarily

due to depreciation differences (288,365) (303,500)
Excess cost of net assets acquired (8,500) (7,177)
Basis difference in assets to be sold (66,998) (3,382)
Deferred debt costs (13,309) -
Customer base (11,381) -
Marketable equity securities (8,928) (11,840)
Intercompany profits (3,128) (3,112)
Other (13,107) (23,812)
Gross deferred tax liabilities (413,716) (352,823)
Net deferred tax liability $(332,151) (272,290)

Income tax expense for the years ended Decembd998, 1997 and 1996 was as follows:

Year ended December 31, 1 998 1997 1996

(Dollars in thousands)

Federal
Current $117, 490 122,861 60,530
Deferred 18, 048 14,768 7,390
State
Current 25, 015 13,272 6,100
Deferred (1, 852) 1,462 545

$ 158, 701 152,363 74,565

Income tax expense was allocated as follows:

Year ended December 31, 1998 1997 1996

(Dollars in thousands)
Net tax expense in the consolidated
statements of income $1 58,701 152,363 74,565
Stockholders' equity, primarily for
compensation expense for tax purposes in
excess of amounts recognized
for financial reporting purposes (6,579) (2,554) (1,866)

$1 52,122 149,809 72,699

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

December 31, 1998 1997 1996
( Percentage of pre-tax income)
Statutory federal income tax rate 35.0% 35.0 35.0
State income taxes, net of federal income
tax benefit 3.9 2.3 21
Amortization of nondeductible excess cost
of net assets acquired 3.3 1.1 1.8
Amortization of investment tax credits (6) (4 @2
Amortization of regulatory liability (.6) (.5 (.9)
Other, net - (.2) (.3)
Effective income tax rate 41.0% 37.3 36.6

(14) Sale or Exchange of Assets

In connection with the first quarter 1998 acquasitdf Brooks Fiber Properties, Inc. ("Brooks") byCMVorldCom, Inc. (“WorldCom"), the
Company's 551,000 shares of Brooks' common stock eanverted into approximately 1.0 million shasé$VorldCom common stock. The
Company recorded such conversion at fair value lvfésulted in a pre-tax gain of approximately $28ifion ($14.8 million after-tax; $.11
per diluted share). In the second quarter of 1#88Company sold 750,000 shares of WorldCom comstaek for $35.6 million cash ar



recorded a pre-tax gain of $8.7 million ($5.7 roifliafter tax; $.04 per diluted share).

In the second quarter of 1998, the Company soldhiit®rity interests in two non-strategic cellulatiges for approximately $31.0 million
cash which resulted in a pre-tax gain of $21.8iaml($12.3 million after-tax; $.09 per diluted sbprAdditionally, in the second quarter the
Company wrote off its minority investment in a $tap company.

During the second quarter of 1998, the Company st various other properties that were acquinettié PTI acquisition, including, but not
limited to, the Company's submarine cable operati®he Company utilized the proceeds from theseséaetions to reduce its debt associated
with the acquisition of PTI. In accordance with ghaise accounting, no gain or loss was recorded tiqgodisposition of these assets.

In May 1997 the Company sold its majority-owned petitive access subsidiary to Brooks in exchangapproximately 4.3 million shares
of Brooks' common stock. The Company recorded agt@ain of approximately $71 million ($46 milliafter-tax; $.34 per diluted share).
In November 1997 the Company sold approximatelyn@lBon shares of Brooks' common stock for $20@illion cash and recorded a pre-
tax gain of approximately $108 million ($66 milliafter-tax; $.48 per diluted share).

(15) Retirement and Savings Plans

Century sponsors an Outside Directors' Retiremkmt 8nd a Supplemental Executive Retirement Plamdwide directors and officers,
respectively, with supplemental retirement, deaith @sability benefits. In addition, as of DecemBgr 1998, the bargaining unit employees
of a subsidiary are provided benefits under a éeffinenefit pension plan and substantially all efémployees of PTI are covered under a
separate defined benefit pension plan.

The following table sets forth the combined pldnsted status and amounts recognized in the Con'gppaagsolidated balance sheet at
December 31, 1998, 1997 and 1996.

December 31, 1998 1997 1996
(Dollars in thousands)
Benefit obligation $ (21 7,747) (200,554) (20,473)
Fair value of plan assets 27 8,678 237,618 22,158
Unrecognized transition (asset)/obligation ( 2,136) (1,550) 2,519
Unamortized prior service cost 1,053 - -
Unrecognized net actuarial (gain)/loss 5 7,981) (37,731) 1
Prepaid (accrued) benefit cost $ 1,867 (2,217) 4,205

Net periodic pension cost for 1998, 1997 and 18@6tided the following componen

Year ended December 31, 19 98 1997 1996
(D ollars in thousands)
Service cost $ 53 61 793 466
Interest cost 13,2 25 2,508 1,382
Expected return on plan assets (22,9 25) (5,715) (2,273)
Recognized net gains (2,6 88) - -
Net amortization and deferral 3 00) 2,459 933
Net periodic pension (benefit) cost $(7,3 27) 45 508

The following is a reconciliation of the beginniagd ending balances for the benefit obligation thedolan assets for the retirement and
savings plans.

December 31, 1998 1997 1996

(Dollars in thousands)
Change in benefit obligation

Benefit obligation at beginning of year $ 20 0,554 20,473 19,420
Service cost 5,361 793 466
Interest cost 1 3,225 2,508 1,382
Plan amendments 227 - -
Acquisition - 175,165

Actuarial loss 8,683 2,548 95
Benefits paid 1 0,303) (933)  (890)
Benefit obligation at end of year $ 21 7,747 200,554 20,473

Change in plan assets (primarily listed



stocks and bonds)
Fair value of plan assets at

beginning of year $ 23 7,618 22,158 18,098
Return on plan assets 5 0,720 4,237 2,274
Employer contributions 643 807 2,676
Acquisition - 211,349 -
Benefits paid 1 0,303) (933) (890)

Fair value of plan assets at end
of year $ 27 8,678 237,618 22,158

Assumptions used in accounting for the pensiongptenof December 1998 and 1997 were:

1998 1997
Discount rates 6.5-6.75% 7.0
Expected long-term rate of return on assets 8.0-10.0% 8.0-10.0

Century sponsors an Employee Stock Bonus Plan (FEs&hd an Employee Stock Ownership Plan ("ESORigse plans cover most
employees with one year of service with the Compamy are funded by Company contributions determaredially by the Board of
Directors.

The Company contributed $3.7 million, $2.8 milliand $1.9 million to the ESBP during 1998, 1997 4886, respectively. At December 31,
1998, the ESBP owned 5.9 million shares of Centorpmon stock.

The Company's contributions to the ESOP approxinetd=SOP's debt service less dividends receiveldebff SOP applicable to unallocated
shares. The ESOP shares initially were pledgedltesteral for its debt. As the debt is repaid, sisaare released from collateral based on the
percentage of principal payment to outstanding telidre applying the principal payment. As of egehr end, such released shares are
allocated to active employees.

The ESOP had outstanding debt of $570,000 at Deeefiy 1998 which was applicable to shares purchpser to 1993. Interest incurred
by the ESOP on such debt was $148,000, $274,00848@000 in 1998, 1997, and 1996, respectivelg. Chmpany contributed and
expensed $1.5 million, $1.8 million and $2.1 mitliduring 1998, 1997 and 1996, respectively, widpeet to such shares. Dividends on
unallocated ESOP shares used for debt serviceehgE SOP were $69,000 in 1998, $126,000 in 1997 488,800 in 1996. The number of
ESOP shares as of December 31, 1998 and 1997 whichpurchased prior to 1993 were as follows:

December 31, 1998 1997

(In thousands)

Allocated shares 3,153 3,297
Unreleased shares 77 320
3,230 3,617

The Company accounts for shares purchased subsdquaecember 31, 1992 in accordance with StatewieRbsition 93-6 ("SOP 93-6").
Accordingly, as shares are released from collgtdral Company reports compensation expense eqtla twurrent market price of the shares
and the shares become outstanding for earningshpee computations. Dividends on allocated ESORestae recorded as a reduction of
retained earnings; dividends on unallocated ES@Prestare recorded as a reduction of debt. ESOPamsaton expense applicable to shares
purchased subsequent to 1992 was $2.9 milliong8B81$1.5 million for 1997 and $1.4 million for 1®9The fair value of unreleased ESOP
shares accounted for under SOP 93-6 was $23.2mifli13.5 million and $9.7 million at December 3298, 1997 and 1996, respectively.
ESOP shares purchased subsequent to 1992 totaledll33of which 422,060 were allocated and 51586 unreleased as of December
1998.

Century also sponsors a qualified profit sharirapngdursuant to Section 401(k) of the Internal Reee@ode (the "401(k) Plan™) which is
available to substantially all employees of the @any. The Company's matching contributions to ®K) Plan were $8.5 million in 1998,
$2.8 million in 1997 and $2.3 million in 1996.

(16) Supplemental Cash Flow Disclosures

The Company paid interest of $151.4 million, $4&i8ion and $45.1 million during 1998, 1997 and &98spectively. Income taxes paid
were $185.9 million in 1998, $79.3 million in 198/Ad $64.1 million in 1996.

In addition to the acquisitions of PTI and the Aitesth properties, Century has consummated the sitiguis of various telephone and celli
operations, along with certain other assets, duhieghree years ended December 31, 1998. In ctianetith these acquisitions, tl



following assets were acquired, liabilities assupaedl common and preferred stock issued:

Year ended December 31, 19 98 1997 1996

( Dollars in thousands)
Property, plant and equipment $ 75, 043 1,106,558 4,963
Excess cost of net assets acquired 145, 880 1,204,284 53,220
Other investments 5, 028 119,356 -
Notes payable - (199,824) -
Long-term debt - (527,937) (3,273)
Deferred credits and other liabilities - (246,196) (171)
Other assets and liabilities, excluding
cash and cash equivalents ( 382) 90,889 8,021
Common stock issued - (3,316) (8,458)
Preferred stock issued - - (7,975)
Decrease in cash due to acquisitions $ 225, 569 1,543,814 46,327

During the second quarter of 1998, the Company wailtbus properties acquired in the PTI acquisjtepportion of its WorldCom stock; and
certain cellular operations. See Note 14 for add#l information.

In May 1997 the Company sold its majority-owned petitive access subsidiary in exchange for appratety 4.3 million shares of publicly-
traded common stock. In November 1997 approxim&8&p of such stock was sold. In addition, the Camydzas consummated the
disposition of various cellular operations, alonighveertain other assets, during the three yeatle@December 31, 1998. In connection with
these dispositions, the following assets were dialdilities eliminated, assets received and gatognized:

Year ended December 31, 1998 1997 1996
(Dollars in thousands)
Property, plant and equipment $ - (38,481) 900
Excess cost of net assets acquired - (597) -
Marketable equity securities (2 1,923) 13,795 -
Other assets and liabilities, (6 0,525) (7,782) (85)
Gain on sale of assets (4 9,859) (169,640) (815)
Increase in cash due to dispositions $ (13 2,307) (202,705) -

(17) Fair Value of Financial Instruments

The following table presents the carrying amounts estimated fair values of certain of the Compafigancial instruments at December 31,
1998 and 1997.

Carrying Fair
amount value

(Dollars in thousands)

December 31, 1998

Financial assets

Investments
Marketable equity securities $ 29,496 29,496 (2)
Other $ 29,813 29,813 (1)

Financial liabilities
Long-term debt (including current
maturities) $2,611,010 2,708,680 (3)
Other $ 32,721 32,721 (1)

December 31, 1997

Financial assets

Investments
Marketable equity securities $ 40,570 40,570 (2)
Other $ 22,455 24,036 (1)

Financial liabilities
Long-term debt (including



current maturities) $2,664,785 2,677,348 (3)
Other $ 24,213 24,213 (1)

Off-balance sheet financial instruments
Interest rate hedge contracts $ - (16,061)(4)

(1) Fair value was estimated by the Company.
(2) Fair value was based on quoted market prices.

(3) Fair value was estimated by discounting the sch eduled payment streams to
present value based upon rates currently offere d to the Company for
similar debt.

(4) Fair value represents the estimated amounts the Company would have to pay to
settle these contracts. See Note 6 for addition al information related to the

settlement of these contracts.

Cash and cash equivalents, accounts receivablkes paiyable, accounts payable and accrued expembescarrying amount approximates
fair value due to the short maturity of these imstents.

(18) Business Segments

The Company has two reportable segments: telepfiodieellular. The Company's reportable segmentsteagegic business units that offer
different products and services.

The Company's telephone operations are conducteatah suburban and small urban communities istafes. Approximately 86% of the
Company's telephone access lines are in Wiscowsshington, Alaska, Michigan, Louisiana, Colora@bjo, Oregon and Montana. The
Company's cellular customers are located in Miahjdauisiana, Wisconsin, Mississippi, Texas, Arkasand Alaska.

Depreciation

Operating and Operating
revenues amortization income
(Dol lars in thousands)

Year ended December 31, 1998

Telephone $1,091,610 262,893 333,708
Cellular 407,749 62,002 130,580
Other segments 77,726 3,659 15,523

Total $1,577,085 328,554 479,811

Year ended December 31, 1997

Telephone $ 530,597 115,722 173,285
Cellular 307,742 41,127 88,081
Other segments 63,182 2,646 6,404
Total $ 901,521 159,495 267,770

Year ended December 31, 1996

Telephone $ 451,538 95,793 155,183
Cellular 250,243 33,573 67,914
Other segments 47,896 2,655 199
Total $ 749,677 132,021 223,296
Year ended December 31, 1998 1997 1996
(Dollars in thousands)
Operating income $ 47 9,811 267,770 223,296
Gain on sale or exchange of assets, net 4 9,859 169,640 815
Interest expense (16 7,552) (56,474) (44,662)
Income from unconsolidated cellular entities 3 2,869 27,794 26,952
Minority interest 1 2,797) (5,498) (6,675)
Other income and expense 5,268 5,109 3,916
Income before income tax expense $ 38 7,458 408,341 203,642

Year ended December 31, 1998 1997 1996




(Dollars in thousands)
Capital expenditures

Telephone $ 23 3,190 115,854 110,147

Cellular 4 9,538 39,102 83,679

Other segments 2 8,191 26,269 29,059
Total $ 31 0,919 181,225 222,885

Identifiable assets

Telephone $3,67 4,148 3,379,376 1,174,317
Cellular 1,09 7,789 989,729 644,587
Other segments 16 3,518 340,296 209,601
Total assets $4,93 5,455 4,709,401 2,028,505

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

(19) Commitments and Contingencies

Construction expenditures and investments in veljdiuildings and other work equipment during 18&9estimated to be $215 million for
telephone operations, $70 million for cellular gggems and $60 million for corporate and other afiens.

The Company is involved in various claims and legaions arising in the ordinary course of busingsthe opinion of management, the
ultimate disposition of these matters will not haveaterial adverse effect on the Company's catesell financial position or results of
operations.

(20) Pending Dispositions

In August 1998 the Company entered into a defiaiigreement to sell the stock of the entities cotidgi the Company's Alaska operation
ALEC Acquisition Corporation for $415 million cassubject to various adjustments. Proceeds fromtthisaction will be used to reduce
debt. The Alaska transaction is anticipated toeciaghe second quarter of 1999, subject to regujapprovals and various closing
conditions.

In January 1999 the Company signed definitive gasethase agreements to sell all of the operatbttee Brownsville and McAllen, Texas,
cellular markets to Western Wireless Corporatian@b million cash, subject to various adjustmemte Company is the majority owner in
these markets and, therefore, will receive its pridpnate share of the sale proceeds (approxim@&@dymillion after-tax.) The transaction is
expected to close in the second quarter of 1998esuto regulatory approvals and various closiogditions.

(21) Subsequent Event

On February 23, 1999, Century's Board of Directimslared a three-for-two common stock split efféae a 50% stock dividend in March
1999. All per share data included in this repos haen restated to reflect this stock split. An ami@qual to the par value of the additional
common shares issued pursuant to the stock sglivdéen reflected as a transfer from paid-in-capitabmmon stock on the consolidated
financial statements for 1998.

CENTURY TELEPHONE ENTERPRISES, INC.
Consolidated Quarterly Income Information

First Second Third Fourth
quarter quarte r quarter quarter
(Dollars in thousands, except per share amounts)
1998 (una udited)
Operating revenues $371,720 388,37 8 401,949 415,038
Operating income $110,132 121,48 8 128,184 120,007
Net income $ 57,694 64,19 1 54,678 52,194
Diluted earnings per share* $ .41 4 6 .39 .37
1997
Operating revenues $198,985 210,57 6 218,351 273,609
Operating income $ 57,698 62,40 5 69,815 77,852
Net income $ 33,135 83,17 6 41,433 98,234
Diluted earnings per share* $ .24 .6 1 .30 71



*Adjusted to reflect stock split in early 1999. See Note 21 of Notes to
Consolidated Financial Statements.

Diluted earnings per share for both the first gqeraaind second quarter of 1998 included $.11 ofjaet on sale or exchange of assets. See
Note 14 for additional informatiol

Diluted earnings per share for the second quanéf@urth quarter of 1997 included $.34 and $.4dsbare, respectively, of gain on sale of
assets. The fourth quarter of 1997 includes onetmairesults of operations of Pacific Telecom,.Inc

Item 9. Changes in and Disagreements With Accountasion Accounting and Financial Disclosure.
None.

PART 1lI
Item 10. Directors and Executive Officers of the Rgistrant.

The name, age and office(s) held by each of thesRagt's executive officers are shown below. Eafcthe executive officers listed below
serves at the pleasure of the Board of Directorsg gt Mr. Williams who has entered into an emploghregreement with the Registrant. The
agreement's initial term has lapsed, but the ageaeremains in effect from year to year, subje¢htoright of Mr. Williams or the Company
to terminate such agreement.

Name Age Office(s) he Id with Century

Clarke M. Williams 77 Chairman of the Board
of Directo rs

Glen F. Post, Il 46 Vice Chairma n of the Board of
Directors, President and
Chief Exec utive Officer

W. Bruce Hanks 44 Executive Vi ce President
and Chief Operating Officer

David D. Cole 41 Senior Vice President -
Operationa | Support

Kenneth R. Cole 51 Senior Vice President -
Operations

R. Stewart Ewing, Jr. a7 Senior Vice

President and

Principal Financial

and Accoun ting Officer
Harvey P. Perry 54 Senior Vice President, General

Counsel an d Secretary

Each of the Registrant's executive officers hageskas an officer of the Registrant and one or mbits subsidiaries in varying capacities
more than the past five years. Mr. Hanks has semgdexecutive Vice President and Chief Operatinfic@fsince November 1998, as Senior
Vice President - Corporate Development and Stratexyy October 1996 to October 1998 and as Presidéalecommunications Services or
a comparable position from 1989 to 1996. Mr. DdbidCole has served as Senior Vice President OpegdtSupport since November 1998,
as President - Wireless Group from October 1998dtmber 1998 and as Vice President from 1990 t&18®. Kenneth R. Cole has served
as Senior Vice President - Operations since Novert®@8, as President - Telephone Group from Janl@®$ to October 1998 and Vice
President from 1983 to 1994.

The balance of the information required by Itenislihcorporated by reference to the Registranfisidiee proxy statement relating to its
1999 annual meeting of stockholders (the "Proxyestant™), which Proxy Statement will be filed puaatito Regulation 14A within 120 de
after the end of the last fiscal year.

Item 11. Executive Compensation.
The information required by Item 11 is incorporabgdreference to the Proxy Statement.
Item 12. Security Ownership of Certain Beneficial @vners and Management.

The information required by Item 12 is incorporabgdreference to the Proxy Stateme



Item 13. Certain Relationships and Related Transaans.
The information required by Item 13 is incorporabgdreference to the Proxy Statement.
PART IV
Item 14. Exhibits, Financial Statement Schedulesnal Reports on Form 8-K.
a. Financial Statements
(i) Consolidated Financial Statements:
Independent Auditors' Report on Consolidated Firsr8tatements and Financial Statement Schedules
Consolidated Statements of Income for the years@imcember 31, 1998, 1997 and 1996
Consolidated Statements of Comprehensive Incomtéyears ended December 31, 1998, 1997 and 1996
Consolidated Balance Sheets - December 31, 1998 a@97
Consolidated Statements of Cash Flows for the yeailed December 31, 1998, 1997 and 1996
Consolidated Statements of Stockholders' Equitytferyears ended December 31, 1998, 1997 and 1996
Notes to Consolidated Financial Statements
Consolidated Quarterly Income Information (unaudited)
(i) Schedules:*
| Condensed Financial Information of Registrant
Il Valuation and Qualifying Accounts
* Those schedules not listed above are omittecbaapplicable or not required.
b. Reports on Form 8-K.
(i) The following item was reported in a Form 8-kefl December 3, 1998.

Item 5. Other Events - News release announcing tlaequisition
of certain of Ameritech's telephone operations @ated directories in Wisconsin.

(i) The following items were reported in a FornkK&ied December 10, 1998.

Item 2. News release announcing third quarter restilof
operations.

c. Exhibits:

3(i) Amended and Restated Articles of IncorporatidiRegistrant, dated as of December 2, 1996, (purated by reference to Exhibit 3(i) to
Registrant's Annual Report on Form 10-K for therysaded December 31, 1996).

3(ii) Registrant's Bylaws, as amended through Qatdh 1998 (incorporated by reference to Exhiki) 8 the Company's Quarterly Report
on Form 10-Q for the quarter ended September 38)19

4.1 Note Purchase Agreement, dated September 9, b88veen Registrant, Teachers Insurance and AnAssociation of America and the
Lincoln National Life Insurance Company (incorp@eby reference to Exhibit 4.23 to Registrant'sr@uly Report on Form 10-Q for the
quarter ended September 30, 19:



4.2 Rights Agreement, dated as of August 27, 1B8&yeen Century Telephone Enterprises, Inc. ante§addational Bank, as Rights Agent,
including the form of Rights Certificate (incorpted by reference to Exhibit 1 of Registrant's CuriReport on Form 8-K filed August 30,
1996).

4.3 Form of common stock certificate of the Regist(incorporated by reference to Exhibit 4.1 tgiReant's Quarterly Report on Form @O-
for the quarter ended June 30, 1993).

4.4 Indenture dated as of March 31, 1994 betweeiCtmpany and Regions Bank (formerly First AmeriBank & Trust of Louisiana), as
Trustee (incorporated by reference to Exhibit 4.the Company's Registration Statement on Form Begjstration No. 33-52915).

4.5 Resolutions designating the terms and conditidrihe Company's 7-3/4% Senior Notes, Serieud, 2004 and 8-1/4% Senior Notes,
Series B, due 2024 (incorporated by reference tolidd.1 to Registrant's Quarterly Report on FA®RQ for the quarter ended March 31,
1994).

4.6 Resolutions designating the terms and conditidrthe Company's 6.55% Senior Notes, Series €26005 and 7.2% Senior Notes, Series
D, due 2025 (incorporated by reference to Exhil#i74o Registrant's Annual Report on Form 10-Ktfer year ended December 31, 1995).

4.7 Form of Senior Notes described in 4.5 and Bdva (incorporated by reference to Exhibit 4.3h&f Company's Registration Statement on
Form S-3, Registration No. 33-52915).

4.8 Competitive Advance and Revolving Credit Faciigreement, dated as of August 28, 1997, amorgis&ant, the lenders named ther
and NationsBank of Texas, N.A. (incorporated berefice to Exhibit 4.1 to Registrant's Quarterly ®epn Form 10-Q for the quarter ended
September 30, 1997).

4.9 Resolutions designating the terms and conditadrihe Company's 6.15% Senior Notes, Series &2005; 6.30% Senior Notes, Series F,
due 2008; and 6.875% Debentures, Series G, due @28rporated by reference to exhibit 4.9 to Regnt's Annual Report on Form 10-K
for the year ended December 31, 1997).

4.10 Form of Board Resolution to be used in desiggand authorizing the terms and conditions of series of Senior Debt Securities
issuable under the Company's shelf registratiderstant (incorporated by reference to Exhibit 4.8hef Company's Registration Statemen
Form S-3, Registration No. 333-42013).

4.11 Form of Senior Debt Securities described $nadbove (incorporated by reference to Exhibit 4.the Company's Registration Statement
on Form S-3, Registration No. 333-42013).

4.12 First Supplemental Indenture, dated as of Ndper 2, 1998, to Indenture between CenturyTel @MNbrthwest, Inc. and The First
National Bank of Chicago (incorporated by referetacExhibit 10.2 to Registrant's Quarterly Repartrmrm 1(-Q for the quarter ended
September 30, 1998).

10.1 Employee Benefit Plans

(a) Registrant's Employee Stock Ownership PlanTandt, as amended and restated December 30, I8t gorated by reference to Exhibit
10.1 to Registrant's Quarterly Report on Form 1fQhe quarter ended March 31, 1995), amendmenmethb dated January 26, 1996
(incorporated by reference to Exhibit 10.1(a) t@R&ant's Annual Report on Form 10-K for the yeaded December 31, 1995) and
amendment thereto dated July 15, 1996 (incorpotatadference to Exhibit 10.2 to Registrant's QaeréyrtReport on Form 10-Q for the
quarter ended June 30, 1996), and amendment thaattd December 31, 1996 (incorporated by referemEshibit 10.5 to Registrant's
Quarterly Report on Form 10-Q for the quarter endadch 31, 1997), and amendment thereto dated MEBcti997 (incorporated by
reference to Exhibit 10.6 to Registrant's QuartB#dport on Form 10-Q for the quarter ended Marghl897), and amendments thereto dated
January 1, 1997 (incorporated by reference to Eixh(h3 to Registrant's Quarterly Report on FormQ@ér the quarter ended June 30, 19
and amendment thereto dated December 29, 1998dettlelsewhere herein.

(b) Registrant's Stock Bonus Plan, PAYSOP and Tassamended and restated December 30, 1994 (orategd by reference to Exhibit 10.2
to Registrant's Quarterly Report on FormQ®er the quarter ended March 31, 1995), amendtheneto dated July 11, 1995 (incorporatet
reference to Exhibit 10.4 to Registrant's QuartBdport on Form 10-Q for the quarter ended Jund385), amendment thereto dated
January 26, 1996 (incorporated by reference tolktxh0.1(b) to Registrant's Annual Report on FoidrKlfor the year ended December 31,
1995) and amendment thereto dated July 15, 1986rfiorated by reference to Exhibit 10.1 to RegittseQuarterly Report on Form IDfor
the quarter ended June 30, 1996), and amendmeatdtdated December 31, 1996 (incorporated byerter to Exhibit 10.4 to Registrant's
Quarterly Report on Form 10-Q for the quarter endedch 31, 1997), and amendments thereto datechdatii1997 (incorporated by
reference to Exhibit 10.2 to Registrant's QuartBdport on Form 10-Q for the quarter ended Jund3®7), and amendment thereto dated
December 29, 1998, included elsewhere herein.

(c) Registrant's Dollars & Sense Plan and Trusanasnded and restated, effective January 1, 199&mendment thereto dated December
29, 1998, both included elsewhere her



(d) Registrant's Restated Supplemental ExecutiveeReent Plan, generally effective as of Novembg&r1995 (incorporated by reference to
Exhibit 10.1(d) to Registrant's Annual Report omd 0-K for the year ended December 31, 1995) amehament thereto dated November
21, 1996 (incorporated by reference to Exhibit {d).1o Registrant's Annual Report on Form 10-Ktfor year ended December 31, 1996).

(e) Registrant's 1983 Restricted Stock Plan, dasdfuary 21, 1984, as amended and restated asveimber 16, 1995 (incorporated by
reference to Exhibit 10.1(e) to Registrant's AnriR@port on Form 10-K for the year ended Decembef335) and amendment thereto dated
November 21, 1996, (incorporated by reference tuoitkitx10.1(e) to Registrant's Annual Report on Fdit-K for the year ended December
31, 1996), and amendment thereto dated FebruarQ2g, (incorporated by reference to Exhibit 10.Ra&gistrant's Quarterly Report on Fc
10-Q for the quarter ended March 31, 1997).

(f) Registrant's Key Employee Incentive Compensaktan, dated January 1, 1984, as amended anterkatgof November 16, 1995
(incorporated by reference to Exhibit 10.1(f) tagis¢rant's Annual Report on Form 10-K for the yeaded December 31, 1995) and
amendment thereto dated November 21, 1996 (incarpadiby reference to Exhibit 10.1 (f) to RegistsaAnnual Report on Form 10-K for
the year ended December 31, 1996), and amendnaetdhdated February 25, 1997 (incorporated byeet® to Exhibit 10.2 to Registrant's
Quarterly Report on Form 10-Q for the quarter endedch 31, 1997).

(9) Registrant's 1988 Incentive Compensation Pragia amended and restated August 22, 1989 (inaigzbby reference to Exhibit 19.8 to
Registrant's Quarterly Report on Form 10-Q forgharter ended September 30, 1989) and amendmeetdltated November 21, 1996
(incorporated by reference to Exhibit 10.1(g) t@R&ant's Annual Report on Form 10-K for the yeaded December 31, 1996).

(h) Form of Stock Option Agreement entered intd988 by the Registrant, pursuant to 1988 Incer@iempensation Program, with certair
its officers (incorporated by reference to Exhikiit10 to Registrant's Annual Report on FornKLlfor the year ended December 31, 1988)
amendment thereto (incorporated by reference tabixh6 to Registrant's Registration No. 33-31314)

(i) Registrant's 1990 Incentive Compensation Pnogidated March 15, 1990 (incorporated by referéadexhibit 19.1 to Registrant's
Quarterly Report on Form 10-Q for the quarter entlate 30, 1990) and amendment thereto dated Nove2hb&996 (incorporated by
reference to Exhibit 10.1(i) to Registrant's AnnBabport on Form 10-K for the year ended Decembg336).

() Form of Stock Option Agreement entered intd 880 by the Registrant, pursuant to 1990 Incer@iempensation Program, with certain of
its officers (incorporated by reference to Exhil#it3 to Registrant's Quarterly Report on Form 1f»Qhe quarter ended June 30, 1990) and
amendment thereto dated as of May 22, 1995 (incated by reference to Exhibit 10.1 to Registra@tmrterly Report on Form 10-Q for the

guarter ended September 30, 1995).

(k) Form of Stock Option Agreement entered intd 992 by the Registrant, pursuant to 1990 Incer@iempensation Program, with certair
its officers and employees (incorporated by refeegio Exhibit 10.17 to Registrant's Annual Reporform 10-K for the year ended
December 31, 1992) and amendment thereto datefd\daya22, 1995 (incorporated by reference to Extillfi.2 to Registrant's Quarterly
Report on Form 10-Q for the quarter ended Septedbet995).

() Registrant's 1995 Incentive Compensation Pfagr@aved by Registrant's shareholders on May 115 1@@orporated by reference to
Exhibit 4.4 to Registration No. 33-60061) and anmadt thereto dated November 21, 1996 (incorporayeldeference to Exhibit

10.1 (I) to Registrant's Annual Report on Form 1@Kthe year ended December 31, 1996), and ameantdimereto dated February 25, 1997
(incorporated by reference to Exhibit 10.1 to Regi#t's Quarterly Report on Form 10-Q for the qeraended March 31, 1997).

(m) Form of Stock Option Agreement, pursuant to5LBfzentive Compensation Plan and dated as of Nay 295, entered into by Registr:
and its officers (incorporated by reference to BkHi0.5 to Registrant's Quarterly Report on FofimQfor the quarter ended June 30, 1995).

(n) Form of Stock Option Agreement, pursuant toSlBfzentive Compensation Plan and dated as of 28n£995, entered into by Registrant
and certain key employees (incorporated by referémd&Exhibit 10.6 to Registrant's Quarterly Remort~orm 10Q for the quarter ended Ju
30, 1995).

(o) Form of Performance Share Agreement Under 898 Incentive Compensation Program, entered ini®88 with certain of its officers
and employees (incorporated by reference to ExBbhit to Registrant's Quarterly Report on FormQLfdr the quarter ended March 31, 1€
and amendment thereto dated as of May 22, 1996rfincated by reference to Exhibit 10.3 to RegigstsaQuarterly Report on Form 10-Q for
the quarter ended September 30, 1995).

(p) Registrant's Restated Supplemental Defined ribartion Plan, dated as of November 16, 1995 (ipomated by reference to Exhibit 10.1
(q) to Registrant's Annual Report on Form 10-Ktfer year ended December 31, 1995), amendmentahaated July 15, 1996 (incorporated
by reference to Exhibit 10.4 to Registrant's Quéarteeport on Form 10-Q for the quarter ended BMel996) and amendment thereto dated
November 21, 1996 (incorporated by reference talixh0.1 (p) to Registrant's Annual Report on Fdrt-K for the year ended December
31, 1996).

(q) Registrant's Amended and Restated SupplemBotirs & Sense Plan, effective as of January 891 $hcluded elsewhere herein.

(r) Registrant's Amended and Restated Salary Qaatiion (Disability) Plan for Officers, dated Noveent26, 1991 (incorporated by referel



to Exhibit 10.16 of Registrant's Annual Report anrr 10-K for the year ended December 31, 1991).

(s) Registrant's Restated Outside Directors' Ratird Plan, dated as of November 16, 1995 (incotedray reference to Exhibit 10.1(t) to
Registrant's Annual Report on Form 10-K for therysaded December 31, 1995).

(t) Registrant's Restated Deferred Compensatiam fielaOutside Directors, dated as of November B851(incorporated by reference to
Exhibit 10.1(u) to Registrant's Annual Report omd.0-K for the year ended December 31, 1995).

(u) Form of Stock Option Agreement, pursuant to5LBfzentive Compensation Plan and dated as of Bep@4, 1997, entered into by
Registrant and its officers (incorporated by refieesto Exhibit 10.4 to Registrant's Quarterly RéporForm 10-Q for the quarter ended June
30, 1997).

(v) Registrant's Chairman/Chief Executive Officéio8-Term Incentive Program (incorporated by refeseto Exhibit 10.6 to Registrant's
Quarterly Report on Form 10-Q for the quarter endlate 30, 1997).

(w) Amended and Restated Restricted Stock and Peafice Share Agreement, pursuant to 1995 Ince@tmpensation Plan, dated as of
February 24, 1998 (incorporated by reference taliixh0.2 to Registrant's Quarterly Report on FA®rQ for the quarter ended March 31,
1998).

(x) Form of Restricted Stock and Performance SAgreement, pursuant to 1995 Incentive Compens#tian, dated as of February 24, 1!
(incorporated by reference to Exhibit 10.3 to Regist's Quarterly Report on Form 10-Q for the qeragnded March 31, 1998).

(y) Registrant's Supplemental Defined Benefit Pedfective as of January 1, 1999, included else&/herein.
(z) Registrant's Amended and Restated Retiremant Bffective as of January 1, 1999, included diezesherein.
10.2 Employment, Severance and Related Agreements

() Employment Agreement, dated May 24, 1993, ly/lmtween Clarke M. Williams and Registrant (incwgted by reference to Exhibit
19.1 to Registrant's Quarterly Report on Form 1f»Qhe quarter ended June 30, 1993) and amendimemeto dated as of February 27, 1996
(incorporated by reference to Exhibit 10.2(a) tgR&ant's Annual Report on Form 10-K for the yeaded December 31, 1995).

(b) Form of Amended and Restated Severance Agreeimeand between Registrant and each of its ekecafficers other than Clarke M.
Williams, dated as of November 16, 1995 (incorpeddiy reference to Exhibit 10.2(b) to RegistraAtisual Report on Form 10-K for the
year ended December 31, 19¢

(c) Form of Amended and Restated Severance Agreeimeand between Registrant and three of its effiavho are not executive officers,
dated as of November 16, 1995 (incorporated byeate to Exhibit 10.2(c) to Registrant's Annual &&pn Form 10-K for the year ended
December 31, 1995).

(d) Agreement, dated December 31, 1994, by anddmtwim D. Reppond and Registrant (incorporatettgrence to Exhibit 10.24 to
Registrant's Annual Report on Form 10-K for therysaded December 31, 1994).

(e) Consulting Agreement, dated as of July 2, 189Gnd

, Inc. and Jim D.
to Exhibit 10 to
orm 10-Q for the

between Century Telephone Enterprises
Reppond (incorporated by reference
Registrant's Quarterly Report on F
quarter ended September 30, 1996).

10.3  Other Agreements

(a) Stock Purchase Agreement, dated as of June 11, 1997, by

and among PacifiCorp Holdings, Inc.,
Inc., Century Telephone Enterprises,
Cellunet, Inc. (incorporated by refer

2.1 to Registrant's Current Report on
June 24, 1997) and amendment thereto,
1997 (incorporated by reference to Ex
Registrant's Current Report on Form 8
1, 1997 and filed December 11, 1997).

(b) Purchase Agreement by and among

Corporation, CenturyTel of the Nor
CenturyTel Wireless, Inc., dated
(incorporated by reference to
Registrant's Quarterly Report on F

Pacific Telecom,
Inc. and Century
ence to Exhibit
Form 8-K filed
dated November 5,
hibit 2.2 to

-K dated December

ALEC Acquisition
thwest, Inc. and
August 14, 1998
Exhibit 10.1 to
orm 10-Q for the



quarter ended September 30, 1998).

21 Subsidiaries of the Registrant, included

23 Independent Auditors' Consent, included e
27 Financial Data Schedule, included elsewhe
SIGNATURES

re herein.

elsewhere herein.

Isewhere herein.

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Regiisthas duly caused this report to be
signed on its behalf by the undersigned, thereduaty authorized.

CENTURY TELEPHONE ENTERPRISES, INC.

Dat e: March 15, 1999 By:

/sl Clarke M WIIlians

Clarke M WIlians
Chai rman of the Board

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf of
the Registrant and in the capacities and on theeiddicated.

Vice Chairman of the

/sl Cark M WIlians

Carke M WIlians

Chai rman of the Board
of Directors

/sl den F. Post, III

Board of Directors,
Presi dent, and Chi ef
Executive Oficer

Seni or Vice President
and Principal Financial
and Accounting O ficer

R Stewart Ewi ng, Jr

Seni or Vice President,
General Counsel,
Secretary and Director

/sl Harvey P. Perry

Harvey P. Perry

/sl W Bruce Hanks

W Bruce Hanks

Executive Vice President,
Chi ef Operating O ficer
and Director

/sl Wlliam R Boles, Jr.

WIlliamR Boles, Jr. Di rector
/sl Virginia Boul et

Vi rginia Boul et Director
/sl Ernest Butler, Jr.

Ernest Butler, Jr. Di rector
/sl Calvin Czeschin

Cal vin Czeschin Di rector
/sl James B. Gardner

James B. Gardner Di rector
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/sl R L. Hargrove, Jr.

R L. Hargrove, Jr. Director March 15, 1999

/sl Johnny Hebert

Johnny Hebert Di rector March 15, 1999

/sl F. Earl Hogan

F. Earl Hogan Di rector March 15, 1999

/sl C. G Melville, Jr.

C. G Mlville, Jr. Di rector March 15, 1999

/s/ JimD. Reppond

Jim D. Reppond Di rector March 15, 1999



SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REG ISTRANT
CENTURY TELEPHONE ENTERPRISES, INC.
(Parent Company)

STATEMENTS OF INCOME

Year ended December 31,

(Dollars in thousands)

REVENUES $1 6,055 9,666 6,520
EXPENSES
Operating expenses 1 5,788 9,088 6,071
Depreciation and amortization 3 1,842 9,401 7,286
Total expenses 4 7,630 18,489 13,357
OPERATING LOSS 3 1,575) (8,823) (6,837)

OTHER INCOME (EXPENSE)

Gain on sales of assets 2 8,085 172,537 -
Loss on investment - - (1,100)
Interest expense (13 1,309) (49,738) (36,709)
Interest income 4 0,005 28,697 28,884
Total other income (expense) 6 3,219) 151,496  (8,925)

INCOME (LOSS) BEFORE INCOME TAXES AND
EQUITY IN SUBSIDIARIES' EARNINGS 9 4,794) 142,673 (15,762)

Income tax benefit (expense) 2 1,857 (55,591) 4,467

INCOME (LOSS) BEFORE EQUITY IN

SUBSIDIARIES' EARNINGS 7 2,937) 87,082 (11,295)
Equity in subsidiaries' earnings 30 1,694 168,896 140,372
NET INCOME $22 8,757 255,978 129,077

See accompanying notes to condensed financialnmaton of registrant.

SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REG ISTRANT
(continued)

CENTURY TELEPHONE ENTERPRISES, INC.
(Parent Company)

BALANCE SHEETS

December 31,

1998 1997
(Dollars in thousands)
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 6,540 28,300
Receivables from subsidiaries 142,912 76,931
Other receivables 23,906 792
Prepayments and other 259 28
Total current assets 173,617 106,051
PROPERTY, PLANT AND EQUIPMENT
Property and equipment 1,162 1,236
Accumulated depreciation (676) (744)

Net property, plant and equipment 486 492




INVESTMENTS AND OTHER ASSETS

Investments in subsidiaries (at equity) 3,170,861 2,706,066
Receivables from subsidiaries 514,366 655,398
Other investments 42,418 75,546
Deferred charges 58,073 5,878
Total investments and other assets 3,785,718 3,442,888
TOTAL ASSETS $ 3,959,821 3,549,431

LIABILITIES AND EQUITY
CURRENT LIABILITIES

Current maturities of long-term debt $ 30,046 11,486
Payables to subsidiaries 365,517 218,993
Accrued interest 27,711 11,088
Other accrued liabilities 23,475 41,628
Total current liabilities 446,749 283,195
LONG-TERM DEBT 1,852,253 1,883,467
PAYABLES TO SUBSIDIARIES 32,406 46,371
DEFERRED CREDITS AND OTHER LIABILITIES 96,931 36,126

STOCKHOLDERS' EQUITY
Common stock, $1.00 par value, authorized
175,000,000 shares, issued and outstanding

138,082,926* and 91,103,674 shares 138,083 91,104
Paid-in capital 451,535 469,586
Unrealized holding gain on investments,

net of taxes 7,217 11,893
Retained earnings 932,611 728,033
Unearned ESOP shares (6,070) (8,450)
Preferred stock - non-redeemable 8,106 8,106

Total stockholders' equity 1,531,482 1,300,272

TOTAL LIABILITIES AND EQUITY $ 3,959,821 3,549,431

* Adjusted to reflect stock split in early 1999.

See accompanying notes to condensed financialnraton of registrant.

SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REG ISTRANT
(Continued)

CENTURY TELEPHONE ENTERPRISES, INC.
(Parent Company)

STATEMENTS OF CASH FLOWS

Year ended December 31,

(Dollars in thousands)

OPERATING ACTIVITIES
Net income $ 228 ,757 255,978 129,077
Adjustments to reconcile net income
to net cash provided by (used in)
operating activities:

Depreciation and amortization 31 ,842 9,401 7,286
Deferred income taxes 12 ,902 8,068 2,934
Earnings of subsidiaries (301 ,694) (168,896) (140,372)
Gain on sale of assets (28 ,085) (172,537) -

Changes in current assets and
current liabilities:

Other receivables (23 ,114) 11,615 (2,639)

Other accrued liabilities (40 ,635) 35,754 329

Other current assets and

liabilities, net 37 , 754 8,412 3,998
Other, net 9 724 958 3,297

Net cash provided by (used in)
operating activities (72 ,449)  (11,247) 3,910



INVESTING ACTIVITIES

Acquisitions (225 ,569) (1,283,291) (46,327)
Capital contributions to subsidiaries - (16,634) (20,179)
Dividends received from subsidiaries 116 ,906 117,499 473
Receivables from subsidiaries 303 221 (235,772) (45,945)
Payables to subsidiaries (90 ,319) 9,738 97,908
Proceeds from sales of assets 40 , 778 202,705

Investment in unconsolidated personal

communications services entity - - 18,900

Note receivable - 22500 1,667
Other, net (28 ,046) (14,959) (4,425)

Net cash provided by (used in)
investing activities 116 971 (1,198,214) 2,072

FINANCING ACTIVITIES

Proceeds from issuance of long-term debt 950 ,000 1,297,435 47,500
Payments of long-term debt (960 ,274) (52,214) (42,357)
Payment of hedge contracts (40 ,237) - -
Proceeds from issuance of common stock 15 ,033 14,156 10,089
Payment of debt issuance costs (6 ,625)

Cash dividends paid (24 ,179) (22,671) (21,775)

Net cash provided by (used in)
financing activities (66 ,282) 1,236,706  (6,543)

Net increase (decrease) in cash and

cash equivalents (21 ,760) 27,245 (561)
Cash and cash equivalents at

beginning of year 28 , 300 1,055 1,616

CASH AND CASH EQUIVALENTS ATEND OF YEAR $ 6 ,540 28,300 1,055
See accompanying notes to condensed financial infor mation of registrant.

SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REG ISTRANT
(continued)

CENTURY TELEPHONE ENTERPRISES, INC.
(Parent Company)

NOTES TO CONDENSED FINANCIAL INFORMATION OF REGISTR ANT
(A) LONG-TERM DEBT
The approximate annual debt maturities for the figars subsequent to December 31, 1998 are aw#ollo

1999 - $ 30.0 million
2000 - $ 37.4 million
2001 - $ 56.6 million
2002 - $ 688.8 million
2003 - $ 3.8 million

(B) GUARANTEES

As of December 31, 1998, Century has guaranteedraigsory note for a subsidiary of $2.0 million vesll as the applicable interest and
premium.

(C) DIVIDENDS FROM SUBSIDIARIES

Dividends paid to Century by consolidated subsidtawere $116.9 million, $117.5 million and $472&uring 1998, 1997 and 1996,
respectively.

(D) INCOME TAXES AND INTEREST PAID

Income taxes paid by Century (including amountsbeirsed from subsidiaries) were $162.0 million, 8$7illion and $56.0 million durin



1998, 1997, and 1996 respectively.
Interest paid by Century was $114.7 million, $4@iftion and $37.3 million during 1998, 1997 and &98espectively.
(E) AFFILIATED TRANSACTIONS

Century provides and bills management serviceslgidiaries and in certain instances makes intbesrting advances to finance construc
of plant and purchases of equipment. Century regbidtercompany interest income of $39.7 millio26$ million and $26.4 million in
1998, 1997 and 1996, respectively.

(F) SUBSEQUENT EVENT

On February 23, 1999, Century's Board of Directimslared a three-for-two common stock split efféae a 50% stock dividend in March
1999. An amount equal to the par value of the &mtil common shares issued pursuant to the stditkhap been reflected as a transfer from
paid-in-capital to common stock on the Condensedrfkiial Information of Registrant for 1998.

SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS
CENTURY TELEPHONE ENTERPRISES, INC.

For the years ended December 31, 1998, 1997 arsl 199

Additions
Balance at charged to Dedu ctions Balance
beginning costs and from Other at end
Description of period expenses allow ance(1) changes(2) of period
(Dollars in thousands)

Year ended December 31, 1998
Allowance for
doubtful accounts $ 5,954 13,951 (15,7 75) 25 4,155

Year ended December 31, 1997

Allowance for

doubtful accounts  $ 3,327 11,838 (9,9 75) 764 5,954
Year ended December 31, 1996

Allowance for

doubtful accounts $ 2,768 10,155 (9,6 62) 66 3,327

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

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

ies.

acquisition of
ubtful accounts at



Exhibit 10.1(a)

AMENDMENT TO THE
CENTURY TELEPHONE ENTERPRISES, INC.
EMPLOYEE STOCK OWNERSHIP PLAN AND TRUST

STATE OF LOUISIANA
PARISH OF OUACHITA

BE IT KNOWN, that on this 29th day of December 9&9before me, a Notary Public, duly commissioned gualified in and for the Parish
of Ouachita, State of Louisiana, therein residany] in the presence of the undersigned witnesses:

PERSONALLY CAME AND APPEARED:

CENTURY TELEPHONE ENTERPRISES, INC., representectimeby its Senior Vice President and Chief Finah€fficer, R. Stewart
Ewing, Jr., as Settlor and Employer, which heretgcates the following amendment to the Century gled@e Enterprises, Inc. Employee
Stock Ownership Plan and Trust, such amendmerd &ffactive immediately:

The last sentence of Section 2.1 of the Plan isbhedeleted and the following is inserted in lirareof:
In addition, Employees of the following are nogéie to participate in the Plan:

Century Business Communications, Inc. Century dufive Communications, Inc. CenturyTel Securityt8gss, Inc. (and any predecessors
thereto)

Employees of CenturyTel of Pecoco, Inc.(formerlgdt®, Inc.) and its subsidiaries are eligible tdipgate in the Plan as of April 27, 1997.
Employees of CenturyTel of the Northwest, Inc.(feriy Pacific Telecom, Inc.) and Pacific Telecom|@eat, Inc., their subsidiaries, and tt
Affiliates prior to the acquisition of Pacific Telem, Inc. by Century Telephone Enterprises, InaroAffiliate thereof are eligible to
participate in the Plan as of January 1, 1999.

THUS DONE AND SIGNED on the day first above shownthe presence of the undersigned competent veiéisesvho hereunto sign their
names with the said appearer and me, Notary, reling of the whole.

WITNESSES: CENTURY TELEPHONE ENTERPRISES, INC.

/'s/ Ray B. Finney BY: /sl R Stewart Ew ng, Jr.

R Stewart Ewing, Jr. Senior Vice
Presi dent and Chief Financial Oficer

/sl Kathy Tettleton

NOTARY PUBLI C

ACCEPTANCE OF AMENDMENTS BY TRUSTEE
STATE OF LOUISIANA
PARISH OF OUACHITA
On this 29th day of December, 1998.
BEFORE ME, a Notary Public, and in the presenchefundersigned competent witnesses, personally eat appeared:
REGIONS BANK OF LOUISIANA

which declared that it is appearing herein forghepose of accepting and it does hereby acceniendments to the Century Telephone
Enterprises, Inc. Employee Stock Ownership PlanTandt adopted by the Settlor on the 29th day afddeber, 1998.

THUS DONE AND SIGNED at Monroe, Louisiana, on thaelfirst above written. THUS DONE AND SIGNED at Moe, Louisiana, on ti



date first above written.

W TNESSES: REG ONS BANK OF LQUI SI ANA, TRUSTEE

/sl Twana Pul | i am By: /s/ Kevin Rodgers

Kevi n Rodgers, Vice President

/ s/ Lani | ngram Schyard

/sl Lisa K. MG vney

NOTARY PUBLI C



Exhibit 10.1(b)

AMENDMENT TO THE
CENTURY TELEPHONE ENTERPRISES, INC.
STOCK BONUS PLAN, PAYSOP AND TRUST

STATE OF LOUISIANA
PARISH OF OUACHITA

BE IT KNOWN, that on this 29th day of December, 89Before me, a Notary Public, duly commissioned gualified in and for the Parish
of Ouachita, State of Louisiana, therein residany] in the presence of the undersigned witnesses:

PERSONALLY CAME AND APPEARED:

CENTURY TELEPHONE ENTERPRISES, INC., representeceimeby its Senior Vice President and Chief Finah€ifficer, R. Stewart
Ewing, Jr., as Settlor and Employer, which herekgcates the following amendment to the Century Jledme Enterprises, Inc. Stock Bonus
Plan, PAYSOP and Trust, such amendment to be eféeicbmediately:

The last sentence of Section 2.1 of the Plan ishhyedeleted and the following is inserted in lirareof:
In addition, Employees of the following are nogélie to participate in the Plan:
Century Business Communications, Inc.
Century Interactive Communications, Inc.
CenturyTel Security Systems, Inc. (and any predecssrs thereto)

Employees of CenturyTel of Pecoco, Inc. (formergcdco, Inc.) and its subsidiaries are eligibleadipipate in the Plan as of April 27, 1997.
Employees of CenturyTel of the Northewest, Incrrferly Pacific Telecom, Inc.) and Pacific TelecomilGlar, Inc., their subsidiaries, and
their Affiliates prior to the acquisition of Padifirelecom, Inc. by Century Telephone Enterprigas, ¢or an Affiliate thereof are eligible to
participate in the Plan as of January 1, 1999.

THUS DONE AND SIGNED on the day first above shownthe presence of the undersigned competent vaigsesvho hereunto sign their
names with the said appearer and me, Notary, eféeling of the whole.

WITNESSES: CENTURY TELEPHONE ENTERPRISES, INC.

/'s/ Ray B. Finney BY: /sl R Stewart Ew ng, Jr.

R Stewart Ewi ng, Jr. Senior Vice
Presi dent and Chief Financial Oficer

/'s/ Kathy Tettleton

NOTARY PUBLI C

ACCEPTANCE OF AMENDMENTS BY TRUSTEE
STATE OF LOUISIANA
PARISH OF OUACHITA
On this 29th day of December, 1998.
BEFORE ME, a Notary Public, and in the presencthefundersigned competent witnesses, personallg centh appeared:
REGIONS BANK OF LOUISIANA

which declared that it is appearing herein forghepose of accepting and it does hereby accefiniendments to the Century Telephone
Enterprises, Inc. Stock Bonus Plan, PAYSOP andt&daspted by the Settlor on the 29th day of Decenitg98.



THUS DONE AND SIGNED at Monroe, Louisiana, on thaealfirst above written.

W TNESSES: REG ONS BANK OF LQUI SI ANA, TRUSTEE

/sl Twana Pul | i am By: /s/ Kevin Rodgers

Kevi n Rodgers, Vice President

/ s/ Lani | ngram Schyard

/sl Lisa K. MG vney

NOTARY PUBLI C



Exhibit 10.1(c)
Century Telephone Enterprises, Inc. Dollars & Sens®lan and Trust
As Amended and Restated Effective January 1, 1998

Century Telephone Enterprises, Inc. (the "Compapygyiously established the Century Telephone pritas, Inc. Dollars & Sense Plan (
"Plan"), for the exclusive benefit of eligible erapkes of the Company and its participating affd&tThe Plan is intended to constitute a
qualified profit sharing plan, as described in Cedetion 401(a), which includes a qualified casbederred arrangement, as described in
Code section 401(k). Effective July 1, 1993, tha Bkarcos Telephone Company, Inc. and SM Teleconpamies Retirement Plan was
merged into the Plan. Effective January 10, 1998ets from the PacifiCorp K Plus Employee Savirlga Bitributable to participants
thereunder who immediately prior to the date afisfar are employees of Pacific Telecom, Inc. wexedferred to the Plan.

The provisions of the Plan and Trust relating ® Tihustee constitute the trust agreement whichtisred into by and between Century
Telephone Enterprises, Inc. and Merrill Lynch Tr@simpany, FSB. The Trust is intended to be tax geas described in Code section 501

(@).

The Plan is intended to comply with the qualifioatrequirements of the Small Business Job Prote&a of 1996 (the "SBJPA") and is
intended to comply in operation therewith. To thkeeat that the Plan, as set forth below, is subsetly determined to be insufficient to
comply with such requirements and any regulatisaeed under the SBJPA, the Plan shall later be @adeto so comply.

The Plan constitutes an amendment and restaterhtre Gentury Telephone Enterprises, Inc. DollarSeéhse Plan effective January 1, 1!
which was originally established effective as ofyMa 1986, and its related trust agreement.

The Century Telephone Enterprises, Inc. Dollarses® Plan and Trust, as set forth in this docunehgreby amended and restated
effective as of January 1, 1998. The Plan and Wwest last restated generally effective April 192%&nd amended five times thereafter
including a change in trustee amendment.

Date: 12/31 , 1998 Century Tel ephone Enterprises, Inc.

Title: Sr. Vice President and C F. O

The trust agreement set forth in those provisidrie@Plan and Trust which relate to the Trustdeeigeby executed.

Dat e: 2/ 25, 1999 Merrill Lynch Trust Conpany, FSB

By: /s/ Robin Hopkins

Title: Assistant Vice President
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1 DEFINITIONS
When capitalized, the words and phrases below trevéollowing meanings unless different meaningsaearly required by the context:

1.1 "Account”. The records maintained by the Adstitor for purposes of accounting for a Particijsainterest in the Plan. "Account” may
refer to one or all of the following accounts whitdive been created on behalf of a Participant lish dirmounts attributable to specific types of
Contributions under the Plan, amounts transfemeh the ESOP and amounts transferred from PredacBEms in accordance with Section
4.2:

(a) "Employee Pre-Tax Account”. An account credtelold amounts attributable to Employee Pre-Tawt@loutions and, if applicable,
amounts transferred from the Predecessor Plaret &srth on Appendix A.

(b) "After-Tax Account". An account created to halehounts attributable to amounts transferred fioenRredecessor Plans as set forth on
Appendix A.

(c) "Rollover Account". An account created to haldounts attributable to Rollover Contributions ahdpplicable, amounts transferred fr
the Predecessor Plans as set forth on Appendix A.

(d) "ESOP Transfer Account". An account createtidlal amounts attributable to amounts transferrethfthe ESOP on behalf of participants
thereunder pursuant to the diversification requeeta of Code section 401(a)(28).

(e) "Employer Match Account”. An account createdhédd amounts attributable to Employer Match Cdmitions (identified as basic
Employer Match Contributions in Section 5) andypplicable, amounts transferred from the Predecédans as set forth on Appendix A.

(f) "Additional Match Account”. An account creatamhold amounts attributable to Employer Match Cibntions (identified as additional
Employer Match Contributions in
Section 5) and, if applicable, amounts transfefrech the Predecessor Plans as set forth on Appekxdix

(9) "Discretionary Match Account". An account ciezhto hold amounts attributable to Employer Matdmi@butions (identified as
discretionary Employer Match Contributions in
Section 5) and, if applicable, amounts transfefrech the Predecessor Plans as set forth on Appekxdix

(h) "Prior Match Account". An account created tdchamounts attributable to amounts transferred floenPredecessor Plans as set forth on
Appendix A.

1.2 "ACP" or "Average Contribution Percentage". Pleecentage calculated in accordance with Secfzoh. 1

1.3 "Administrator". The Company, which may delegall or a portion of the duties of the Administratinder the Plan to a Committee in
accordance with Section 15.6.

1.4 "ADP" or "Average Deferral Percentage". Thecpatage calculated in accordance with Section 12.1.

1.5 "Alternate Payee". Any spouse, former spousitd or other dependent (as defined in Code sedtt#) of a Participant who is recogni:z
by a domestic relations order as having a riglhetive all, or a portion, of the Participant's éiit under the Plan.

1.6 "Beneficiary". The person or persons who ieetteive benefits under the Plan after the deatheoParticipant pursuant to the "Benefici
Designation" paragraph in Section 11.

1.7 "Code". The Internal Revenue Code of 1986 nasnaled. Reference to any specific Code sectiohisishlde such section, any valid
regulation promulgated thereunder, and any compapbvision of any future legislation amendingpgiementing or superseding such
section.



1.8 "Committee". If applicable, the committee whits been appointed by the Administrator to adn@nikie Plan in accordance with
Section 15.6.

1.9 "Company". Century Telephone Enterprises, dn@any successor by merger, purchase or otherwise.
1.10 "Company Stock". Shares of voting common st6&k00 par value, issued by the Company.

1.11 "Compensation”. The sum of a Participant'sabiexIncome and salary reductions, if any, purst@@ode section 125, 402(e)(3),
402(h)(2)(B), 403(b), 457 or, for Plan Years comuiag after December 31, 1996, 408(p)(2)(A)(i).

For purposes of determining benefits under the,FREampensation is limited to $150,000 per Plan Yearadjusted for cost of living
increases pursuant to Code sections 401(a)(174Hs(l)). For Plan Years commencing before Januat®947, for purposes of the preceding
sentence, in the case of an HCE who is a 5% Ownene of the 10 most highly compensated Employ@esiuich HCE and such HCE's
family group (as defined below) shall be treated amgle employee and the Compensation of eaclyfgnoup member shall be aggregated
with the Compensation of such HCE, and (ii) thatétion on Compensation shall be allocated amormd ${CE and his or her family group
members in proportion to each individual's Compgasadefore the application of this sentence. Roppses of this Section, the term "fan
group” shall mean an Employee's spouse and liresmiethdants who have not attained age 19 befordabe of the year in question.

For purposes of determining HCEs and key emplogedsfor Plan Years commencing after December 347 1fér purposes of Section 13.2,
Compensation for the entire Plan Year shall be uSedpurposes of determining ADP and ACP, Comp@msahall be limited to amounts
paid to an Eligible Employee while a Participant.

1.12 "Contribution". An amount contributed to tharPby the Employer or an Eligible Employee, afdaated by contribution type to
Participants' Accounts, as described in Section9pgcific types of contribution include:

(a) "Employee Pre-Tax Contribution". An amount ciintted by an eligible Participant in conjunctioitiwhis or her Code section 401(k)
salary deferral election which shall be treatechasle by the Employer on the eligible Participant’salf.

(b) "Rollover Contribution". An amount contributeg an Eligible Employee which originated from aretiemployer's or an Employer's
qualified plan.

(c) "Employer Match Contribution”. An amount cobtited by the Employer on an eligible Participabébalf based upon the amount
contributed by the eligible Participant.

1.13 "Contribution Dollar Limit". The annual lim@laced on each Participant's Employee Pre-Tax (aimns, which shall be $7,000 per
calendar year (as adjusted for cost of living iases pursuant to Code sections 402(g)(5) and 41%{@) purposes of this Section, a
Participant's Employee Pre-Tax Contributions simalude (i) any employer contribution under a dfiedi cash or deferred arrangement (as
defined in Code section 401(k)) to the extent notidible in gross income for the taxable year ur@ede section 402(e)(3) (determined
without regard to Code section

402(q)), (ii) any employer contribution to the entt@ot includible in gross income for the taxabéayunder Code section

402(h)(1)(B) (determined without regard to Codetisec402(q)),

(iii) any employer contribution to purchase an atynoontract under Code section 403(b) under argatduction agreement (within the
meaning of Code section 3121(a)(5)(D)) and (iv)dalendar years commencing after December 31, E386elective employer contribution
under Code section 408(p)(2)(A)(i).

1.14 "Conversion Period". The period of converting prior accounting system of any plan and trdsittvis merged, in whole or in part, ir
the Plan and Trust, to the accounting system desatiin
Section 6.

1.15 "Direct Rollover". An Eligible Rollover Distrition that is paid by the Plan directly to an Hlig Retirement Plan for the benefit of a
Distributee.

1.16 "Disability" or "Disabled". A medical conditionvhich renders a Participant unable to perfornhed¢he material duties of his or her
regular occupation and which is likely to incapaigtthe Participant continuously and permanentivédenced by presentation of medical
evidence satisfactory to the Administrator.

1.17 "Disabled Participant". The Plan status ofgiBipant during any period he or she is Disabled.

1.18 "Distributee”. A Participant, a Beneficiary/t{e or she is the surviving spouse of a Partidjpanan Alternate Payee under a QDRO (if
he or she is the spouse or former spouse of eciarti).

1.19 "Effective Date". The date upon which the jgmns of this document become effective. This datlanuary 1, 1998, unless stated
otherwise. In general, the provisions of this doeatonly apply to Participants who are Employeesioafter the Effective Date. Howewt



investment and distribution provisions apply toRairticipants with Account balances to be invesiedistributed after the Effective Date.

1.20 "Eligible Employee". An Employee of an Employého is recorded as an Employee by the Emplopensoll records, except any
Employee:

(a) whose compensation and conditions of employraentovered by a collective bargaining agreementhich the Employer is a party
unless the agreement calls for the Employee'sggzation in the Plan; or

(b) who is a temporary Employee hired specificadlyill temporary or occasional needs.

1.21 "Eligible Retirement Plan”. An individual netment account described in Code section 408(ahdividual retirement annuity described
in Code section 408(b), an annuity plan describedade section 403(a), or a qualified trust desctiim Code section

401(a), that accepts a Distributee's Eligible RaloDistribution, except that, if the Distributeethe surviving spouse of a Participant, an
Eligible Retirement Plan is an individual retirerhancount or individual retirement annuity.

1.22 "Eligible Rollover Distribution”. A distributin of all or any portion of the balance to the dretla Distributee, excluding

(i) a distribution that is one of a series of sabshlly equal periodic payments (not less freglyethan annually) made for the life (or life
expectancy) of the Distributee or the joint lives joint life expectancies) of the Distributee ahd Distributee's designated Beneficiary, ol
a specified period of ten years or more; (ii) drdbsition to the extent such distribution is reggirunder Code section 401(a)(9); and (iii) the
portion of a distribution that is not includible gmoss income (determined without regard to théusian for net unrealized appreciation with
respect to Employer securities).

1.23 "Employee”. An individual who is:

(a) a common-law employee of any Related Company, o

(b) a Leased Employee.

1.24 "Employer". The Company and any other Rel@edhpany which adopts the Plan with the approvahefCompany.

1.25 "ERISA". The Employee Retirement Income Sdgukct of 1974, as amended. Reference to any spdeiRISA section shall include
such section, any valid regulation promulgatedabeder, and any comparable provision of any fuegeslation amending, supplementing or
superseding such section.

1.26 "ESOP". The Century Telephone Enterprises,BEntployee Stock Ownership Plan.

1.27 "Former Participant”. The Plan status of atividual after he or she is determined to be a Teatad Participant and his or her Account
is distributed or forfeited.

1.28 "HCE" or "Highly Compensated Employee". An Hoyee described as a Highly Compensated Employ&edtion 12.

1.29 "Ineligible". The Plan status of an individudio is (1) an Employee of a Related Company wlsaiot then an Employer, (2) an
Employee of an Employer, but not an Eligible Emgleyor (3) not an Employee.

1.30 "Ineligible Participant”. The Plan status dfarticipant who is
(1) an Employee of a Related Company which is Imehtan Employer, or (2) an Employee of an Empldyetnot an Eligible Employee.

1.31 "Investment Fund". An investment fund as dbscdrin Section 16.2. The Investment Funds autbdrizy the Administrator to be offered
under the Plan as of the Effective Date are séh farAppendix B.

1.32 "Leased Employee". An individual, not otheevisn Employee, who, pursuant to an agreement betav&zlated Company and a leas
organization, has performed, on a substantiallytfrie basis, for a period of at least 12 monthsyises of any type historically performed
Employees in the business field of the Related Gomipunless:

(a) the individual is covered by a money purchasesion plan maintained by the leasing organizadimh meeting the requirements of Code
section 414(n)(5)(B), and

(b) such individuals do not constitute more tha®o2tf all Non-Highly Compensated Employees of alla®esd Companies (within the
meaning of Code section 414(n)(5)(C)(ii)).

For Plan Years commencing after December 31, 1%@8yices under the primary direction or controtted Related Company" shall be
substituted for the preceding reference to "sesvafeany type historically performed by Employeeshie business field of the Relal



Company".

1.33 "Leave of Absence". A period during which adividual is deemed to be an Employee, but is atfsem active employment, provided
that the absence:

(a) was authorized by a Related Company; or

(b) was due to military service in the United Sseiemed forces and the individual returns to aativloyment within the period during
which he or she retains employment rights undeer@daw.

1.34 "Loan Account". The record maintained for megs of accounting for a Participant's loan ananaags of principal and interest thereon.
1.35 "NHCE" or "Non-Highly Compensated Employeeh Bmployee described as a Non-Highly Compensatepl&me in Section 12.
1.36 "Normal Retirement Date". The date of a Pigdict's 65th birthday.

1.37 "Owner". A person with an ownership interesthie capital, profits, outstanding stock or votpayver of a Related Company within the
meaning of Code section 318 or 416 (which excludééct ownership through a qualified plan).

1.38 "PacifiCorp Stock". Shares of common stocRa€ifiCorp, its predecessor(s), or its successoassigns, or any corporation with or into
which said corporation may be merged, consolidata@organized, or to which a majority of its assaay be sold.

1.39 "Participant”. The Plan status of an EligiBlaployee after he or she completes the eligibiiyuirements and enters the Plan as
described in Section 2.1 and any individual for mhassets have been transferred from a predecdasamprged, in whole or in part, with
the Plan. A Participant's participation continuasiunis or her employment with all Related Compenénds and his or her Account is
distributed or forfeited.

1.40 "Pay". The Taxable Income paid to an Eligibteployee by an Employer while he or she is a Ap#titt during the current period plus
any salary credit or salary reduction pursuantadeCsections 125 and 402(3)(e) and excluding @ytowme, (ii) completion bonuses and

Christmas bonuses, (iii) restricted stock awardieumhe Restricted Stock Plan or the Key Employeeritive Compensation Plan and (iv)
reimbursements or other expense allowances, cashareash fringe benefits, moving expenses, deferrecbeosation and welfare benef

Pay is limited to $150,000 per Plan Year (as adpifor cost of living increases pursuant to Codeises 401(a)(17) and 415(d)).
1.41 "Plan". The Century Telephone Enterprises, Dudlars & Sense Plan set forth in this documaatfrom time to time amended.
1.42 "Plan Year". The annual accounting periochefRlan and Trust which ends on each December 31.

1.43 "Predecessor Plans". Plans that have beeretheérgwhole or in part, into the Plan, which plaa® as follows:

(a) San Marcos Telephone Company, Inc. and SM dgleCompanies Retirement Plan, a qualified préfiirang plan, as described in Code
section 401(a), which included a qualified caskeferred arrangement, as described in Code section
401(k), merged, in whole, herein effective July1993; and

(b) PacifiCorp K Plus Employee Savings Plan, aifjedl profit sharing plan, as described in Coddisec401(a), which includes a qualified
cash or deferred arrangement, as described in €ardimn 401(k), merged, in part, herein effectiaeuhry 10, 1998.

1.44 "QDRO". A domestic relations order which théndinistrator has determined to be a qualified ddimeslations order within the
meaning of Code section 414(p).

1.45 "Related Company". With respect to any Emplotreat Employer and any corporation, trade or thesss which is, together with that
Employer, a member of the same controlled grougpgborations, a trade or business under commonmapot an affiliated service group
within the meaning of Code sections 414(b), (c), ém(o), except that for purposes of Section 1&hww the meaning of Code sections 414
(b), (c), (m) or (0), as modified by Code section

415(h)" shall be substituted for the precedingreziee to "within the meaning of Code sections 414, (m) or (0)".

1.46 "Required Beginning Date". The latest datesfiepayments shall commence to a Participant.
(a) For calendar years commencing before Janua997, such date shall mean:

(1) with regard to a Participant who (i) attaingg &0 1/2 in 1996, (ii) did not terminate employineith all Related Companies before
January 1, 1997, ar



(iii) is or was not a 5% Owner, the April 1 thatxhéollows the later of (i) the calendar year inialhthe Participant attained age 70 1/2, or (ii)
if the Participant elects to apply this clause (ke calendar year in which the Participant teatéa employment with all Related Companies
(and any such election must be made prior to Jariya998); and

(2) with regard to a Participant who attained a@d./2 before January 1, 1996 or, in 1996 if (ijohehe terminated employment with all
Related Companies before January 1, 1997 or (@) i8as a 5% Owner, the April 1 that next follows talendar year in which the Particig
attains age 70 1/2.

A Participant shall be considered a 5% Owner far plurpose if such Participant is a 5% Owner amddfin Code section
416(i) (determined in accordance with Code sedtib® but without regard to whether the Plan is tepdy) at any time during the Plan Year
ending with or within the calendar year in whicle fParticipant attains age 66 1/2 or in any subsgcdeian Year.

(b) For calendar years commencing after Decembet @6, such date shall mean:

(1) with regard to a Participant who attained a@d./2 in 1997 or thereafter, the April 1 that nfottows the calendar year in which he or she
attained age 70 1/2, except that if the Particigdutid not terminate employment with all Relat&@dmpanies before January 1 of the calendar
year following the calendar year in which he or atiained age 70 1/2, (ii) is not a 5% Owner, sdate shall instead mean the April 1 t

next follows the later of (i) the calendar yeamihich the Participant attained age 70 1/2, orif(tfhe Participant elects to apply this clauseg (ii)
the calendar year in which the Participant ternes@&mployment with all Related Companies (and aoi glection must be made prior to the
April 1 of the calendar year following the calengaar in which he or she attained age 70 1/2); and

(2) with regard to a Participant who is a 5% Owrtleg, April 1 that next follows the calendar yeamihich the Participant attains age 70 1/2.

A Participant shall be considered a 5% Owner far plurpose if such Participant is a 5% Owner wétspect to the Plan Year ending in the
calendar year in which the Participant attains &Qé/2.

1.47 "Settlement Date". For each Trade Date, thist€e's next business day.

1.48 "Spousal Consent". The written consent givyen bpouse to a Participant's Beneficiary designaiihe spouse's consent must
acknowledge the effect on the spouse of the Ppatitis designation, and be duly witnessed by a felaresentative or notary public. Spousal
Consent shall be valid only with respect to theusgowho signs the Spousal Consent and only fgpahtcular choice made by the Particip
which requires Spousal Consent. A Participant neagke (without Spousal Consent) a prior designatianrequired Spousal Consent at any
time before payments begin. Spousal Consent alsmsng determination by the Administrator that themo spouse, the spouse cannot be
located, or such other circumstances as may bblissiad under Code section 417(a)(2)(B).

1.49 "Sweep Account". The subsidiary Account fazteRarticipant through which all transactions axpssed, which is invested in interest
bearing deposits (which may include interest bepdi@posits of the Trustee) and/or money market agsets or funds.

1.50 "Sweep Date". The cut off date and time foeneng instructions for transactions to be proedssn the next Trade Date.

1.51 "Taxable Income". Compensation in the amoeported by the Employer or a Related Company agy@&/dips, other compensation”
Form W-2, or any successor method of reporting uele section 6041(d).

1.52 "Terminated Participant". The Plan status B&gticipant who is not an Employee and with respewhom the Administrator has
reported to the Trustee that the Participant's eympént has terminated with all Related Companies.

1.53 "Trade Date". Each day the Investment Funesvalued, which is normally every day the assewuoh Investment Funds are traded.

1.54 "Trust". The legal entity created by thosevjmions of this document which relate to the Trasiehe Trust is part of the Plan and holds
the Plan assets which are comprised of the aggr@f&articipants' Accounts and any unallocatedsunvested in interest bearing deposits
(which may include interest bearing deposits ofthestee) and/or money market type assets or fypedgjing allocation to Participants'
Accounts or disbursement to pay Plan fees and egsen

1.55 "Trustee". Merrill Lynch Trust Company, FSBederal savings bank, chartered under the lawiseoUnited States.
1.56 "USERRA". The Uniformed Services Employmerd &eemployment Rights Act of 1994, as amended.

2 ELIGIBILITY

2.1 Eligibility

All Participants as of January 1, 1998 shall cargitheir eligibility to participate. Each other gible Employee shall become a Participan



the first day of employment as an Eligible Emplayee
2.2 Ineligible Employees

If an Employee completes the above eligibility regonents, but is Ineligible at the time participatiwvould otherwise begin (if he or she were
not Ineligible), he or she shall become a Partitiwam the first subsequent date on which he oisha Eligible Employee.

2.3 Ineligible, Terminated or Former Participants

An Ineligible, Terminated or Former Participant mt make or share in any Contributions, other thash Contributions due to be made on
his or her behalf after the date he or she becanteedigible, Terminated or Former Participant @riods prior to such date, nor may an
Ineligible or Terminated Participant be eligible fonew Plan loan (except as described in Sectibn @uring the period he or she is an
Ineligible or Terminated Participant, but he or shall continue to participate for all other purp®sAn Ineligible, Terminated or Former
Participant shall automatically become an actiwti€tpant on the date he or she again becomesigiblel Employee.

3 PARTICIPANT CONTRIBUTIONS
3.1 Employee Pre-Tax Contribution Election

Upon becoming a Participant, an Eligible Employesyralect to reduce his or her Pay by an amountiwihdes not exceed the Contribution
Dollar Limit or the limits described in the Contuition Percentage Limits paragraph of this Secticangl have such amount contributed to the
Plan by the Employer as a Employee Pre-Tax CorttabuThe election shall be made in such mannewétidsuch advance notice as
prescribed by the Administrator and may be limiieé whole percentage of Pay. In no event shaliraployee's Employee Pre-Tax
Contributions under the Plan and comparable cartidhs to all other plans, contracts or arrangemehall Related Companies exceed the
Contribution Dollar Limit for the Employee's taxabjear beginning in the Plan Year.

3.2 Changing a Contribution Election

A Participant who is an Eligible Employee may chaings or her Employee Pre-Tax Contribution electierof any January 1, April 1, July 1
or October 1 in such manner and with such advantieenas prescribed by the Administrator, and slehtion change shall be effective with
the first payroll period commencing after such dat@articipant's Contribution election made agecentage of Pay shall automatically aj
to Pay increases or decreases.

3.3 Revoking and Resuming a Contribution Election

A Participant may revoke his or her Employee Pre-Cantribution election at any time in such manaed with such advance notice as
prescribed by the Administrator, and such revooasimall be effective with the first payroll periodmmencing after such date.

A Participant who is an Eligible Employee may resuemployee Prdax Contributions by making a new election at thme time in which
Participant may change his or her election in sanahnner and with such advance notice as prescripéliebAdministrator, and such election
shall be effective with the first payroll periodremencing after such date.

3.4 Contribution Percentage Limits

The Administrator may establish and change fronetimtime, in writing, without the necessity of ardang the Plan and Trust, the minimt
if applicable, and maximum Employee Pre-Tax Contitin percentages, prospectively or retrospectifflythe current Plan Year), for all
Participants. In addition, the Administrator mayaédish any lower percentage limits for Highly Caengated Employees as it deems
necessary to satisfy the tests described in

Section 12. As of the Effective Date, the Emplopee-Tax Contribution minimum percentage is 1% drdmaximum percentage is 10%.

Irrespective of the limits that may be establishgdhe Administrator in accordance with the parpgrabove, in no event shall the
Contributions made by or on behalf of a Particifanta Plan Year exceed the maximum allowable uiete section 415.

3.5 Refunds When Contribution Dollar Limit Exceeded

A Participant who makes Employee Pre-Tax Contringifor a calendar year to the Plan and compacaligibutions to any other qualified
defined contribution plan in excess of the Contiiliu Dollar Limit may notify the Administrator in kting by the following March 1 (or as
late as April 14 if allowed by the Administratohett an excess has occurred. In this event, the mtnodthe excess specified by the
Participant, adjusted for investment gain or lessll be refunded to him or her by the April 19daling the year of deferral and shall not be
included as an Annual Addition (as defined in Setti3.1) under Code section 415 for the year dmutied. The excess amounts shall first be
taken from unmatched Employee Pre-Tax Contributaordthen from matched Employee Pre-Tax Contribstiéiny Employer Match
Contributions attributable to refunded excess EygxoPre-Tax Contributions as described in thisi®ecadjusted for investment gain or
loss, shall be forfeited and used to reduce fullomtributions to be made by an Employer as so@dasnistratively feasible. Refunds a



forfeitures shall not include investment gain asddor the period between the end of the applicedliendar year and the date of distributic
forfeiture.

3.6 Timing, Posting and Tax Considerations

Participants' Contributions, other than Rolloven@ibutions, may only be made through payroll deidunc Such amounts shall be paid to the
Trustee in cash and posted to each Participanteukit(s) as soon as such amounts can reasonabgpheated from the Employer's general
assets and balanced against the specific amourd oraldehalf of each Participant. In no event, h@xeshall such amounts be paid to the
Trustee more than 15 business days following tlieogthe month that includes the date amounts edeicted from a Participant's Pay (or as
that maximum period may be otherwise extended b\SBER Employee Pre-Tax Contributions shall be tedats Contributions made by an
Employer in determining tax deductions under Cazttisn 404(a).

4 ROLLOVER CONTRIBUTIONS AND TRANSFERS FROM AND TOTHER QUALIFIED PLANS
4.1 Rollover Contributions

The Administrator may authorize the Trustee to ptaeRollover Contribution in cash, directly from Bligible Employee or as a Direct
Rollover from another qualified plan on behalf loé tEligible Employee. The Employee shall be resiiba$or providing satisfactory
evidence, in such manner as prescribed by the Aidirator, that such Rollover Contribution qualifes a rollover contribution, within the
meaning of Code section 402(c) or

408(d)(3)(A)(ii). Such amounts received directlgrfr an Eligible Employee must be paid to the Trustemsh within 60 days after the date
received by the Eligible Employee from a qualifigdn or conduit individual retirement account. Re#r Contributions shall be posted to the
Eligible Employee's Rollover Account as of the dagteeived by the Trustee.

If the Administrator later determines that an amaantributed pursuant to the above paragraph didmfact qualify as a rollover
contribution, within the meaning of Code sectiol2 &) or

408(d)(3)(A)(ii), the balance credited to the Raptant's Rollover Account shall immediately be ggyregated from all other Plan assets, (2)
treated as a nonqualified trust established byfanthe benefit of the Participant, and (3) diattdd to the Participant. Any such amount shall
be deemed never to have been a part of the Plan.

4.2 Transfers From and To Other Qualified Plans

The Administrator may instruct the Trustee to reeaissets in cash or in kind directly from anotiualified plan or to transfer assets in cash
or in kind directly to another qualified plan; pided that receipt of a transfer shall not be deddf:

(a) any amounts are not exempted by Code sectib@}Q1)(B) from the annuity requirements of Codeti®n 417 unless the Plan complies
with such requirements; or

(b) any amounts include benefits protected by Gseattion 411(d)(6) which would not be preserved uviagplicable Plan provisions.
The Trustee may refuse to receive any such traifsfer

(a) the Trustee finds the in kind assets unaccepntab

(b) instructions for posting amounts to Particigaiccounts are incomplete.

Such amounts shall be posted to the appropriatewiis of Participants as of the date received byTtlustee. To the extent a receipt of a
transfer includes Participant loans, such loan# sbatinue in effect subject to the terms and étads in effect as of the date of the transfer
or as otherwise agreed to by the Administrator.

Such transfers shall include transfers from the E®0 behalf of participants thereunder pursuattieaiversification requirements of Code
section 401(a)(28), at such times and in accordaiitbesuch procedures as prescribed by the Admatist and agreed to by the Trustee,
which amounts shall thereafter be subject to tlaa'Bldistribution provisions.

5 EMPLOYER CONTRIBUTIONS
5.1 Employer Match Contributions
(&) Frequency and Eligibility.

Basic Contribution: For each period for which Rapténts' Contributions are made, the Employer shakke basic Employer Match
Contributions, as described in the following Alltioa Method paragraph, on behalf of each Partidipdro contributed during the peric



Additional Contribution: For each Plan Year, theoyer may make additional Employer Match Contridus$, as described in the following
Allocation Method paragraph, on behalf of eachiBigdnt who contributed during the Plan Year and waa Eligible Employee on the last
day of the Plan Year.

Discretionary Contribution: For each Plan Year, Bmployer may make discretionary Employer Match t@bations, as described in the
following Allocation Method paragraph, on behalfezfch Non-Highly Compensated Employee Participdmd eontributed during the Plan
Year and was an Eligible Employee on the last dahePlan Year.

(b) Allocation Method.

Basic Contribution: The basic Employer Match Cdnitions for each period shall total 40% of eacbikele Participant's Employee Pre-Tax
Contributions for the period, provided that no bdsmployer Match Contributions shall be made bagmmh a Participant's Contributions in
excess of 6% of his or her Pay and except that "@béach eligible Participant's Employee Pre-Taxt@butions" shall be substituted for the
preceding reference to "40% of each eligible Pigdiat's Employee Pre-Tax Contributions" with regarén eligible Participant who is a
corporate officer of the Employer. The percentaggciming rate and percentage of considered Paytesish the preceding sentence shall
continue in effect until otherwise changed by ragoh of the Employer's board of directors.

Additional Contribution: The additional Employer kh Contributions for the Plan Year shall be inaamount determined by the Employer
and allocated in proportion to each eligible P@rtiat's basic Employer Match Contributions for BHan Year to the total of all such
Contributions for all other Participants eligiblar fadditional Employer Match Contributions.

Discretionary Contribution: The discretionary Emy#o Match Contributions for the Plan Year shalitb@an amount determined by the
Employer and allocated in proportion to each elegParticipant's basic Employer Match Contributiémsthe Plan Year to the total of all
such Contributions for all other Participants ddigifor discretionary Employer Match Contributions.

(c) Timing, Medium and Posting.

Basic Contribution: The Employer shall make eadtiogks basic Employer Match Contribution in castsasn as administratively feasible,
and for purposes of deducting such Contribution later than the Employer's federal tax filing dateluding extensions. Such amounts shall
be paid to the Trustee and posted to each Panitspgamployer Match Account once the total basigkeryer Match Contribution received

has been balanced against the specific amountdoeied to each Participant's Employer Match Aicto

Additional Contribution: If additional Employer Mett Contributions are made, the Employer shall nesiah Plan Year's additional Emplo
Match Contribution in cash as soon as administetifeasible, and for purposes of deducting suchtflmution, not later than the Employer's
federal tax filing date, including extensions. Sachounts shall be paid to the Trustee and posteddb Participant's Additional Match
Account once the total additional Employer Matcm@ibution received has been balanced againstpbeifec amount to be credited to each
Participant's Additional Match Account.

Discretionary Contribution: If discretionary EmpkryMatch Contributions are made, the Employer ghake each Plan Year's discretionary
Employer Match Contribution in cash as soon as athtnatively feasible, and for purposes of dedwgsnch Contribution, not later than the
Employer's federal tax filing date, including exdams. Notwithstanding, for purposes of satisfyting tests described in Section 12,
discretionary Employer Match Contributions shallrbade before the end of the Plan Year followingRlen Year being tested. Such amo!
shall be paid to the Trustee and posted to eaditipant's Discretionary Match Account once thataliscretionary Employer Match
Contribution received has been balanced againstipbeific amount to be credited to each Participddiscretionary Match Account.

6 ACCOUNTING
6.1 Individual Participant Accounting

The Administrator shall maintain an individual séfAccounts for each Participant in order to refffeansactions both by type of Account and
investment medium. Financial transactions shalidmounted for at the individual Account level bystilog each transaction to the appropriate
Account of each affected Participant. Participaotdunt values shall be maintained in shares fotrthestment Funds and in dollars for the
Sweep and Loan Accounts. At any point in time,Aleseount value shall be determined using the mastneTrade Date values provided by
the Trustee.

6.2 Sweep Account is Transaction Account

All transactions related to amounts being contglub or distributed from the Trust shall be podtedach affected Participant's Sweep
Account. Any amount held in the Sweep Account sbaltredited with interest up until the date onchtit is removed from the Sweep
Account.

6.3 Trade Date Accounting and Investment C



Participant Account values shall be determinedf&aoch Trade Date. For any transaction to be psetkas of a Trade Date, the Trustee must
receive instructions for the transaction by the §wBate. Such instructions shall apply to amouald i the Account on that Sweep Date.
Financial transactions of the Investment Fundsl ieaposted to Participants' Accounts as of thel@@ate, based upon the Trade Date v:
provided by the Trustee, and settled on the Settfi¢Date.

6.4 Accounting for Investment Funds

Investments in each Investment Fund shall be maidan shares. The Trustee is responsible forohiténg the share values of each
Investment Fund as of each Trade Date. To the eatemvestment Fund is comprised of collectiveestment funds offered by the Truste
any other entity authorized to offer collective éstment funds, the share values shall be deternmnectordance with the rules governing
such collective investment funds, which are incosped herein by reference. All other share valhedl e determined by the Trustee. The
share value of each Investment Fund shall be barsélte fair market value of its underlying assets.

6.5 Payment of Fees and Expenses

Except to the extent Plan fees and expenses rata#ccount maintenance, transaction and Investiieant management and maintenance,
set forth below, are paid by the Employer directlych fees and expenses shall be paid as sebfeldtv.

(a) Account Maintenance: Account maintenance feesexpenses, may include but are not limited tmiattrative, Trustee, government
annual report preparation, audit, legal, nondisicrittion testing and fees for any other specialisesv Account maintenance fees shall be
charged to Participants on a per Participant hasigided that no fee shall reduce a Participantsofint balance below zero.

(b) Transaction: Transaction fees and expenses,mshyde but are not limited to, periodic installm@ayment, Investment Fund election
change and loan fees. Transaction fees shall igethéo the Participant's Account involved in ttesaction provided that no fee shall
reduce a Participant's Account balance below zero.

(c) Investment Fund Management and Maintenancealglament and maintenance fees and expenses reldtedibvestment Funds shall be
charged at the Investment Fund level and refleictéide net gain or loss of each Investment Fund.

The Company may determine that the Employers dawer portion of the fees and expenses allocabte@dAccounts of Participants who
are no longer Employees or who are not Benefigatialess doing so would result in discriminatioohibited under Code section 401(a)(4)
or a significant detriment prohibited by Code satti

411(a)(11). As of the Effective Date, a breakdowmwhbich Plan fees and expenses shall generallyobeetby the Trust (and charged to
individual Participants' Accounts or charged atltheestment Fund level and reflected in the net gailoss of each Investment Fund) and
those that shall be paid by the Employer is sehfior Appendix C, which may be changed from timéiriee by the Company, in writing,
without the necessity of amending the Plan andtTrus

The Trustee shall have the authority to pay any $ees and expenses, which remain unpaid by thddyepfor 60 days, from the Trust.
6.6 Accounting for Participant Loans

Participant loans shall be held in a separate lA@ount of the Participant and accounted for idatslas an earmarked asset of the
borrowing Participant's Account.

6.7 Error Correction

The Administrator may correct any errors or omissio the administration of the Plan by restoring Rarticipant's Account balance with
amount that would be credited to the Account haémor or omission been made. Funds necessarynjoswch restoration shall be provided
through payment made by the Employer, or by thestBeito the extent the error or omission is attable to actions or inactions of the
Trustee.

6.8 Participant Statements

The Administrator shall provide Participants withtements of their Accounts as soon after the éeadch quarter of the Plan Year as
administratively feasible.

6.9 Special Accounting During Conversion Period

The Administrator and Trustee may use any reaseratgounting methods in performing their respediviées during any Conversion
Period. This includes, but is not limited to, thethod for allocating net investment gains or logsebsthe extent, if any, to which
contributions received by and distributions paahirthe Trust during this period share in such alion.

6.10 Accounts for Alternate Paye



A separate Account shall be established for anrdiie Payee entitled to any portion of a Partidigakccount under a QDRO as of the date
and in accordance with the directions specifiethé@éQDRO. In addition, a separate Account may kebished during the period of time the
Administrator, a court of competent jurisdictionaiher appropriate person is determining whethdraestic relations order qualifies as a
QDRO. Such a separate Account shall be valued ecwliated for in the same manner as any other A¢coun

(a) Distributions Pursuant to QDROs. If a QDRO suvjles, the portion of a Participant's Accountadag to an Alternate Payee may be
distributed, in a form permissible under Sectiontblthe Alternate Payee at any time beginningoas sis practicable after the QDRO
determination is made, regardless of whether thigciRent is entitled to a distribution from theaRlat such time. The Alternate Payee she¢
provided the notice prescribed by Code sectionf02(

(b) Participant Loans. Except to the extent requirg law, an Alternate Payee, on whose behalf arsggp Account has been established, shall
not be entitled to borrow from such Account. If BRO specifies that the Alternate Payee is entiibedny portion of the Account of a
Participant who has an outstanding loan balanteutdtanding loans shall generally continue tdelel in the Participant's Account and shall
not be divided between the Participant's and AfteriPayee's Accounts.

(c) Investment Direction. Where a separate Accbiastbeen established on behalf of an AlternatedPayé has not yet been distributed, the
Alternate Payee may direct the investment of suctofnt in the same manner as if he or she weret@ipant.

7 INVESTMENT FUNDS AND ELECTIONS
7.1 Investment Funds

Except for Participants' Sweep and Loan Accountsaary unallocated funds invested in interest bgastigposits (which may include interest
bearing deposits of the Trustee) and/or money mayke assets or funds, pending allocation to Eipeints’ Accounts or disbursement to pay
Plan fees and expenses, the Trust shall be madotainvarious Investment Funds. The Administrat@lisselect the Investment Funds offe

to Participants and may change the number or cotosf the Investment Funds, subject to the teamd conditions agreed to with the
Trustee. As of the Effective Date, a list of thedatment Funds offered under the Plan is set forppendix B, which may be changed from
time to time by the Administrator, in writing, aad agreed to by the Trustee, without the necesbdmending the Plan and Trust.

The Administrator may set a maximum percentag@etatal election that a Participant may diread iany specific Investment Fund, which
maximum, if any, as of the Effective Date is settian Appendix B, which may be changed from tiroditme by the Administrator, in
writing, without the necessity of amending the Pdad Trust.

7.2 Responsibility for Investment Choice

Each Participant shall direct the investment obahis or her Accounts except for his or her ErgploMatch, Additional Match and
Discretionary Match Accounts which shall be engirelvested in the Investment Fund specified byAteinistrator, which Investment Fund
as of the Effective Date is set forth in Appendia®] except that a Participant who has attainedb&geay direct the investment of the
balances in these Accounts. Future amounts deddsiteis or her Employer Match, Additional Matchdabiscretionary Match Accounts
shall continue to be entirely invested in the Inrent Fund specified by the Administrator, untherwise directed by the Participant.

Each Participant shall be solely responsible fergélection of his or her Investment Fund choibkesfiduciary with respect to the Plan is
empowered to advise a Participant as to the manmehich his or her Accounts are to be investedl, the fact that an Investment Fund is
offered shall not be construed to be a recommeurd#dir investment.

During any Conversion Period, Trust assets mayeleih any investment vehicle permitted by the Péndirected by the Administrator,
irrespective of prior Participant investment elecs.

7.3 Investment Fund Elections

A Participant shall provide his or her initial irstenent election upon becoming a Participant and chayge his or her investment election at
any time in accordance with procedures establiflyetie Administrator and the Trustee. A Participstmll make his or her investment
election in any combination of one or any numbethefinvestment Funds offered in accordance wighpttocedures established by the
Administrator and Trustee. Investment electiongired by the Trustee by the Sweep Date shall @i on the following Trade Date.

7.4 Default if No Valid Investment Election

The Administrator shall specify an Investment Fémdthe investment of that portion of a Participatccount which is not yet held in an
Investment Fund and for which no valid investmdat#on is on file. The Investment Fund specifistbthe Effective Date is set forth in
Appendix B, which may be changed from time to tioyehe Administrator, in writing, without the neséty of amending the Plan and Trust.

7.5 Investment Fund Election Change F



A reasonable processing fee may be charged direectyParticipant's Account for Investment Fundds changes in excess of a specified
number per year as determined by the Administrator.

8 VESTING

8.1 Fully Vested Accounts

A Participant shall be fully vested in all Accouatsall times.
9 PARTICIPANT LOANS

9.1 Participant Loans Permitted

Loans to Participants and Beneficiaries are peedhittursuant to the terms and conditions set farthis Section, except that a loan shall not
be permitted to a Participant who is no longer empByee or to a Beneficiary, unless such PartidipaBeneficiary is otherwise a party in
interest (as defined in ERISA section 3(14)).

9.2 Loan Application, Note and Security

A Participant shall apply for any loan in such manand with such advance notice as prescribeddtiministrator. Each loan shall be
evidenced by a promissory note, secured only bypdtngon of the Participant's Account from whicle floan is made, and the Plan shall he
lien on this portion of his or her Account.

9.3 Spousal Consent
A Participant is not required to obtain Spousal €&t in order to borrow from his or her Account enthe Plan.
9.4 Loan Approval

The Administrator, or the Trustee, if otherwisehmuized by the Administrator and agreed to by thes@iee, is responsible for determining
that a loan request conforms to the requiremergsriteed in this Section and granting such request.

9.5 Loan Funding Limits, Account Sources and Fugdimder

The loan amount must meet all of the following teras determined as of the Sweep Date the loawiegsed and shall be funded from the
Participant's Accounts as follows:

(@) Plan Minimum Limit. The minimum amount for alman is $1,000.

(b) Plan Maximum Limit, Account Sources and Funddwgler. Subject to the legal limit described inlfe)ow, the maximum a Participant
may borrow, including the aggregate outstandingras of existing Plan loans, is 100% of the foihgnof the Participant's Accounts which
are fully vested in the priority order as follows:

Employee Pre-Tax Account Rollover Account After-Tascount

(c) Legal Maximum Limit. The maximum a Participanay borrow, including the aggregate outstandingrizds of existing Plan loans, is
50% of his or her vested Account balance, not ttees $50,000. However, the $50,000 maximum is ediby the Participant's highest
aggregate outstanding Plan loan balance during2hmonth period ending on the day before the Svilsp as of which the loan is made.
For purposes of this paragraph, the qualified ptHradl Related Companies shall be treated as thdlugy are part of the Plan to the extent it
would decrease the maximum loan amount.

9.6 Maximum Number of Loans

A Participant may have only one loan outstandingngtgiven time, except that a Participant may hrawee than one loan outstanding if all
such loans were initiated under a Predecessor Plan.

9.7 Source and Timing of Loan Funding

A loan to a Participant shall be made solely frtvm @assets of his or her own Account. The availab$ets shall be determined first by
Account and then within each Account used for fagda loan, amounts shall first be taken from the&wAccount and then taken by
Investment Fund in direct proportion to the markaue of the Participant's interest in each Investinfrund as of the Trade Date on which



loan is processed.

The loan shall be funded on the Settlement Dateviiiig the Trade Date as of which the loan is pssed. The Trustee shall make payme
the Participant as soon thereafter as administigtieasible.

9.8 Interest Rate

The interest rate charged on Participant loans bba fixed reasonable rate of interest, deterchfrem time to time by the Administrator,
which provides the Plan with a return commensunatie the prevailing interest rate charged by pessorthe business of lending money for
loans which would be made under similar circumstanés of the Effective Date, the interest rat@atermined as set forth in Appendix D,
which may be changed from time to time by the Adstiator, in writing, without the necessity of andérg the Plan and Trust.

9.9 Loan Payment

Substantially level amortization shall be requicé@ach loan with payments made at least monttegecplly through payroll deduction.
Loans may be prepaid in full or in part at any tifke Participant may choose the loan repaymeighanot to exceed five years, except that
the repayment period may be for any period nokt®ed 10 years if the purpose of the loan is taiaedhe Participant's principal residence.

9.10 Loan Payment Hierarchy

Loan principal payments shall be credited to thei@pant's Accounts in the inverse of the ordexduto fund the loan. Loan interest shall be
credited to the Participant's Accounts in direcgartion to the principal payment. Loan paymenésiited to Accounts for which the
Participant directs investment as described ini@eat are credited to the Investment Funds based tige Participant's current investment
election for new Contributions. Loan payments destlto Accounts for which the Participant doesdicgct investment as described in
Section 7 are credited to the Investment Fundsifspetdy the Administrator for such Accounts.

9.11 Repayment Suspension

The Administrator may agree to a suspension of fmaments for up to 12 months for a Participant vghan a Leave of Absence without
pay. During the suspension period, interest stmtinue to accrue on the outstanding loan balafscthe expiration of the suspension period
all outstanding loan payments and accrued int¢heston shall be due unless otherwise agreed uptirebAdministrator.

9.12 Loan Default

A loan is treated as in default if a scheduled lpapment is not made at the time required. A Fpeitt shall then have a grace period to cure
the default before it becomes final. Such gracegeshall be for a period that does not extend hdythe last day of the calendar quarter
following the calendar quarter in which the scheduban payment was due or such lesser or greab@muam period as may later be
authorized by Code section 72(p).

In the event a default is not cured within the grperiod, the Administrator may direct the Trugteesport the outstanding principal balance
of the loan and accrued interest thereon as al@xl#iribution to the Participant. As soon as @ Rkithdrawal or distribution to such
Participant would otherwise be permitted, the Adstmator may instruct the Trustee to execute up®seécurity interest in the Participant's
Account by distributing the note to the Participant

9.13 Call Feature

The Administrator shall have the right to call @wgrticipant loan once a Participant's employmettt ali Related Companies has terminated,
unless he or she is otherwise a party in integsstiéfined in ERISA section 3(14)), or if the Platerminated.

10 IN-SERVICE WITHDRAWALS
10.1 In-Service Withdrawals Permitted

In-service withdrawals to a Participant who is anffoyee are permitted pursuant to the terms andittons set forth in this
Section and pursuant to the terms and conditionfogé in
Section 11 with regard to an in-service withdramalde in accordance with a Participant's Requiregiridéng Date.

10.2 In-Service Withdrawal Application and Notice

A Participant shall apply for any in-service witadral in such manner and with such advance notigeessribed by the Administrator. The
Participant shall be provided the notice prescripg@ode section 402(1



Code sections 401(a)(11) and 417 do not apply-semice withdrawals under the Plan. Ansiervice withdrawal may commence less tha
days after the aforementioned notice is providied, i

(a) the Participant is clearly informed that hesle has the right to a period of at least 30 dtgs eceipt of such notice to consider his or
option to elect or not elect a Direct Rollover &lror a portion, if any, of his or her in-serviaithdrawal which constitutes an Eligible
Rollover Distribution; and

(b) the Participant after receiving such noticéiymiatively elects a Direct Rollover for all or amion, if any, of his or her in-service
withdrawal which constitutes an Eligible RolloveisBibution or alternatively elects to have allaoportion made payable directly to him or
her, thereby not electing a Direct Rollover foralla portion thereof.

10.3 Spousal Consent
A Participant is not required to obtain Spousal €& in order to receive an in-service withdrawaler the Plan.
10.4 In-Service Withdrawal Approval

The Administrator, or the Trustee, if otherwisehmuized by the Administrator and agreed to by thes@iee, is responsible for determining
whether an in-service withdrawal request conforonthé requirements described in this Section aadtgrg such request.

10.5 Payment Form and Medium

The form of payment for an in-service withdrawadlhe a single lump sum and payment shall be nradash. With regard to the portion of
an in-service withdrawal representing an Eligibdl®&er Distribution, a Participant may elect a &t Rollover for all or a portion of such
amount.

10.6 Source and Timing of In-Service Withdrawal &g

An in-service withdrawal to a Participant shallhade solely from the assets of his or her own Aotand shall be based on the Account
values as of the Trade Date the in-service withdtasvprocessed. The available assets shall bendgied first by Account and then within
each Account used for funding an in-service withgia amounts shall first be taken from the Sweepodat and then taken by Investment
Fund in direct proportion to the market value af Barticipant's interest in each Investment Furidglwexcludes his or her Loan Account
balance) as of the Trade Date on which the in-semithdrawal is processed.

The in-service withdrawal shall be funded on th#l&ment Date following the Trade Date as of whith in-service withdrawal is processed.
The Trustee shall make payment to the Participanhdehalf of the Participant as soon thereafeadaministratively feasible.

10.7 Hardship Withdrawals

(a) Requirements. A Participant who is an Emplayes request the withdrawal of up to the amount sy to satisfy a financial need
including amounts necessary to pay any federdk stalocal income taxes or penalties reasonaltigipated to result from the withdrawal.
Only requests for withdrawals (1) on account ofiRipant's "Deemed Financial Need" and (2) wtdoh "Deemed Necessary" to satisfy the
financial need shall be approved.

(b) "Deemed Financial Need". An immediate and hdmgncial need relating to:

(1) the payment of unreimbursed medical care exgse(described under Code section 213(d)) incuoetb(be incurred) by the Employee,
his or her spouse or dependents (as defined in Sexteon 152);

(2) the payment of unreimbursed tuition, relatedoadional fees and room and board for up to thé t2xnonths of post-secondary education
for the Employee, his or her spouse or dependastdéfined in Code section 152);

(3) the payment of funeral expenses of an Emplsylaaiily member; or

(4) the payment of amounts necessary for the Enegloy prevent losing his or her principal residethceugh eviction or foreclosure on the
mortgage.

(c) "Deemed Necessary". A withdrawal is "Deemeddésary” to satisfy the financial need only if thghdrawal amount does not exceed the
financial need and all of these conditions are met:

(1) the Employee has obtained all possible with@tawWother than hardship withdrawals) and nontaxédans available from the Plan and all
other plans maintained by Related Compar



(2) the Administrator shall suspend the Employeenfmaking any contributions to the Plan and alkotjualified and nonqualified plans of
deferred compensation and all stock option or sppokhase plans maintained by Related Companie2fanonths from the date the
withdrawal payment is made; and

(3) the Administrator shall reduce the Contributioallar Limit for the Employee with regard to th&aR and all other plans maintained by
Related Companies, for the calendar year nextvitig the calendar year of the withdrawal by the ant@f the Employee's Employee Pre-
Tax Contributions for the calendar year of the ditiwal.

(d) Account Sources and Funding Order. All avagadinounts must first be withdrawn from a Partictjsaffter-Tax Account. The remainir
withdrawal shall come from the following of the Beipant's fully vested Accounts, in the priorityder as follows:

Rollover Account Employee Pre-Tax Account

The amount that may be withdrawn from a ParticigaBimployee Pre-Tax Account shall not include ampuants attributable to earnings.
(e) Minimum Amount. There is no minimum amount #ohardship withdrawal.

(f) Permitted Frequency. There is no restrictiorttennumber of hardship withdrawals permitted Rasticipant.

(9) Suspension from Further Contributions. Upon imgla hardship withdrawal, a Participant may nokenadditional Employee Pre-Tax
Contributions (or additional contributions to ather qualified and nonqualified plans of deferrechpensation and all stock option or stock
purchase plans maintained by Related Companies) period of 12 months from the date the withdrgpegiment is made.

10.8 After-Tax Account Withdrawals

(a) Requirements. A Participant who is an Emplayesy make an After-Tax Account withdrawal.

(b) Account Sources and Funding Order. The withdiamall come from a Participant's After-Tax Accbun

(c) Minimum Amount. There is no minimum amount &r After-Tax Account withdrawal.

(d) Permitted Frequency. There is no restrictiorilennumber of After-Tax Account withdrawals peteiitto a Participant.

(e) Suspension from Further Contributions. An Affax Account withdrawal shall not affect a Partaip's ability to make or be eligible to
receive further Contributions.

10.9 Rollover Account Withdrawals

(a) Requirements. A Participant who is an Emplayeg make a Rollover Account withdrawal.

(b) Account Sources and Funding Order. The withdiaskall come from a Participant's Rollover Account

(c) Minimum Amount. There is no minimum amount &Rollover Account withdrawal.

(d) Permitted Frequency. There is no restrictioilennumber of Rollover Account withdrawals pergdtto a Participant.

(e) Suspension from Further Contributions. A Rafioccount withdrawal shall not affect a Participgability to make or be eligible to
receive further Contributions.

10.10 Disabled Participant Withdrawals
(a) Requirements. A Participant who is an Employea a Disabled Participant may make a Disableddfzanht withdrawal.

(b) Account Sources and Funding Order. The withdiahall come from the following of the Participarfully vested Accounts, in the
priority order as follows, except that the Partizipmay instead choose to have amounts taken fioor Iner After-Tax Account first:

Rollover Account Employee Pre-Tax Account Discnetity Match Account Employer Match Account Additibivatch Account Prior Match
Account ESOP Transfer Account After-Tax Account

(c) Minimum Amount. There is no minimum amount obisabled Participant withdrawi



(d) Permitted Frequency. The maximum number of RlexhParticipant withdrawals permitted to a Papticit in any three-month period is
one.

(e) Suspension from Further Contributions. A DisaldParticipant withdrawal shall not affect a Pauaat's ability to make or be eligible to
receive further Contributions.

10.11 Over Age 59 1/2 Withdrawals
(a) Requirements. A Participant who is an Employee over age 59 1/2 may make an Over Age 59 1ftivatval.

(b) Account Sources and Funding Order. The withdiaskiall come from the following of the Participarfully vested Accounts, in the
priority order as follows, except that the Partizipmay instead choose to have amounts taken fimor Iner After-Tax Account first:

Rollover Account Employee Pre-Tax Account Discretiy Match Account Employer Match Account Additibivatch Account Prior Match
Account ESOP Transfer Account After-Tax Account

(¢) Minimum Amount. There is no minimum amount &or Over Age 59 1/2 withdrawal.
(d) Permitted Frequency. There is no restrictiofennumber of Over Age 59 1/2 withdrawals perrditie a Participant.

(e) Suspension from Further Contributions. An Qkge 59 1/2 withdrawal shall not affect a Participgability to make or be eligible to
receive further Contributions.

11 DISTRIBUTIONS ONCE EMPLOYMENT ENDS OR BY REASOBIF A PARTICIPANT'S REQUIRED BEGINNING DATE
11.1 Benefit Information, Notices and Election

A Participant, or his or her Beneficiary in the €as his or her death, shall be provided with infation regarding all optional times and fol
of distribution available under the Plan, includihg notices prescribed by Code sections 402(fydrida)(11). Subject to the other
requirements of this Section, a Participant, orohieer Beneficiary in the case of his or her deathy elect, in such manner and with such
advance notice as prescribed by the Administréddnave his or her vested Account balance diseiblieginning upon any Settlement Date
following the Participant's termination of employmb&vith all Related Companies and a reasonablegerf time during which the
Administrator shall process, and inform the TrustEahe Participant's termination or, if earliat the time of the Participant's Required
Beginning Date.

Notwithstanding, if a Participant's terminationeshployment with all Related Companies does nott@orts a separation from service
purposes of Code section 401(k)(2)(B)(i)(I) or athise constitute an event set forth under Codemed1(k)(10)(A)(ii) or (iii) as described
in Section 19.3, the portion of a Participant's éatt subject to the distribution rules of Code isectt01(k) may not be distributed until such
time as he or she separates from service for pagpaisCode section 401(k)(2)(B)(i)(I) or, if earli@pon such other event as described in
Code section 401(k)(2)(B) and as provided for i Btian.

Code sections 401(a)(11) and 417 do not applydidutions under the Plan. A distribution may coemete less than 30 days after the
aforementioned notices are provided, if:

(a) the Participant is clearly informed that hesle has the right to a period of at least 30 dtgs eceipt of such notices to consider the
decision as to whether to elect a distribution 30 to elect a particular form of distributiondato elect or not elect a Direct Rollover for all
or a portion, if any, of his or her distribution iwh constitutes an Eligible Rollover Distributicemd

(b) the Participant after receiving such noticérraatively elects a distribution and a Direct Rualer for all or a portion, if any, of his or her
distribution which constitutes an Eligible Rollouistribution or alternatively elects to have allaoportion made payable directly to him or
her, thereby not electing a Direct Rollover foralla portion thereof.

11.2 Spousal Consent

A Participant is not required to obtain Spousal €& in order to receive a distribution under ttenP
11.3 Payment Form and Medium

Except to the extent otherwise provided by Section

(a) a single lump sun



(b) a portion paid in a lump sum, and the remaimpdad later (partial payment); or
(c) periodic installments over a period not to eté5 years.

Distributions shall be made in cash, except toetktent a distribution consists of a loan call ascdbed in Section 9 and except that a
Participant may elect that a distribution in theriof a lump sum be made in the form of (i) whdiares of Company Stock and cash in lieu
of fractional shares to the extent the distributtonsists of amounts from the Company Stock Fuiidoan

(i) whole shares of PacifiCorp Stock and cashen bf fractional shares to the extent the distidouconsists of amounts from the PacifiCorp
Stock Fund. With regard to the portion of a disttibn representing an Eligible Rollover Distributjaa Distributee may elect a Direct
Rollover for all or a portion of such amount.

11.4 Distribution of Small Amounts

If after a Participant's employment with all Retht@ompanies ends, the Participant's vested Acdmlantce is $5,000 or less, and if at the
time of any prior in-service withdrawal or distriimn the Participant's vested Account balance didemceed $5,000, the Participant's benefit
shall be paid as a single lump sum as soon as &tratively feasible in accordance with procedyresscribed by the Administrator.

11.5 Source and Timing of Distribution Funding

A distribution to a Participant shall be made sofebm the assets of his or her own Account andl leebased on the Account values as of
the Trade Date the distribution is processed. Madable assets shall be determined first by Actauma then within each Account used for
funding a distribution, amounts shall first be takem the Sweep Account and then taken by InvestiRend in direct proportion to the
market value of the Participant's interest in daglestment Fund as of the Trade Date on which tteilsution is processed.

The distribution shall be funded on the Settlenigstie following the Trade Date as of which the disttion is processed. The Trustee shall
make payment to the Participant or on behalf ofRhgicipant as soon thereafter as administratifesdgible.

11.6 Latest Commencement Permitted

In addition to any other Plan requirements andasm&Participant elects otherwise, his or her ligp@fments shall begin not later than 60
days after the end of the Plan Year in which hghar attains his or her Normal Retirement Date tinee whichever is later. However, if the
amount of the payment or the location of the Pigxdiat (after a reasonable search) cannot be aswatthy that deadline, payment shall be
made no later than 60 days after the earliestaatehich such amount or location is ascertainedrbnb event later than the Participant's
Required Beginning Date. A Participant's failureekect in such manner as prescribed by the Admai@tto have his or her vested Account
balance distributed, shall be deemed an electiahédyarticipant to defer his or her distributian Im no event shall his or her benefit
payments commence later than his or her RequirgthBmg Date.

With regard to a Participant who is an Employeewhd commenced benefit payments in accordance@atte section 401(a)(9) as in effect
prior to January 1, 1997, and who is not a 5% Owmeior she may, but is not required to, discomtiswch benefit payments until he or she is
otherwise required to again commence benefit paysriaraccordance with Code section 401(a)(9) a&dfect for calendar years commencing
after December 31, 1996. A Participant who eleztiscontinue such benefit payments in accordarittethe preceding sentence shall
thereby render his or her existing payment electiodh, if applicable, any Spousal Consent to suettieh, as void and a new election
including, if applicable, Spousal Consent to suetv election, shall be required subject to the mmiowis of this Section 11 at the time he or
she is required to again commence benefit payniem@tscordance with Code section 401(a)(9) as iectfior calendar years commencing
after December 31, 1996.

If benefit payments cannot begin at the time rexfulvecause the location of the Participant cana@tsibertained (after a reasonable search),
the Administrator may, at any time thereafter, ttieech person's Account as forfeited subject ttiogisions of Section 18.6.

11.7 Payment Within Life Expectancy

The Participant's payment election must be consistih the requirement of Code section 401(a)((@} &ll payments are to be completed
within a period not to exceed the lives or thet@ind last survivor life expectancy of the Partéeipand his or her Beneficiary. The life
expectancies of a Participant and his or her Beiag§i may not be recomputed annually.

11.8 Incidental Benefit Rule

The Participant's payment election must be consistih the requirement that, if the Participasp®use is not his or her sole primary
Beneficiary, the minimum annual distribution forceacalendar year, beginning with the calendar peaceding the calendar year that
includes the Participant's Required Beginning DsiteJl not be less than the quotient obtained figlitig (a) the Participant's vested Account
balance as of the last Trade Date of the precediagby (b) the applicable divisor as determinedeurthe incidental benefit requirements of
Code section 401(a)(¢



11.9 Payment to Beneficiary

Payment to a Beneficiary must either (i) be conguldiy the end of the calendar year that contaméifth anniversary of the Participant's
death or (ii) begin by the end of the calendar ykat contains the first anniversary of the Partiat's death and be completed within the
period of the Beneficiary's life or life expectanexcept that:

(a) If the Participant dies after his or her ReegdiBeginning Date, payment to his or her Benefjciaust be made at least as rapidly as
provided in the Participant's distribution election

(b) If the surviving spouse is the Beneficiary, pents need not begin until the later of (i) the ehthe calendar year that includes the first
anniversary of the Participant's death, or (ii)¢nel of the calendar year in which the Participemild have attained age 70 1/2 and must be
completed within the spouse's life or life expectarand

(c) If the Participant and the surviving spouse \ighthe Beneficiary die (i) before the Participafequired Beginning Date and (ii) before
payments have begun to the spouse, the spousdsttediated as the Participant in applying thelssru

11.10 Beneficiary Designation

Each Participant may complete a beneficiary designmdorm indicating the Beneficiary who is to réeethe Participant's remaining Plan
interest at the time of his or her death and sedigthation may be changed at any time. Howevearticiant's spouse shall be the sole
primary Beneficiary unless the designation inclupsusal Consent for another Beneficiary. If ngppradesignation is in effect at the time
a Participant's death or if the Beneficiary doessunvive the Participant, the Beneficiary shall ibethe order listed, the:

(a) Participant's surviving spouse,

(b) Participant's children, in equal shares, (@r ¢hild does not survive the Participant, and ¢hdtl leaves issue, the issue shall be entitled to
that child's share, by right of representation) or

(c) Participant's estate.
12 ADP AND ACP TESTS
12.1 Contribution Limitation Definitions

The following definitions are applicable to thiscBen 12 (where a definition is contained in botttons 1 and 12, for purposes of Section
12 the Section 12 definition shall be controlling):

(a) "ACP" or "Average Contribution Percentage”. Bwerage Percentage calculated using Contributidinsated to Participants as of a date
within the Plan Year.

(b) "ACP Test". The determination of whether theFAS in compliance with the Basic or Alternativeriifation for a Plan Year (as defined in
Section 12.2).

(c) "ADP" or "Average Deferral Percentage”. The Page Percentage calculated using Deferrals allddat@articipants as of a date within
the Plan Year.

(d) "ADP Test". The determination of whether the A3 in compliance with the Basic or Alternativenifiation for a Plan Year (as defined
Section 12.2).

(e) "Average Percentage”. The average of the athedlpercentages for Participants within the sigetiroup. The calculated percentage
refers to either the "Deferrals” or "Contributior{a’s defined in this Section) made on each Paatntip behalf for the Plan Year, divided by
his or her Compensation. (Employee Fex Contributions to the Plan or comparable contiins to plans of Related Companies which r
be refunded solely because they exceed the CotitnibDollar Limit are included in the percentage fioee HCE Group but not for the NHCE
Group.)

(f) "Contributions" (i) shall include Employer MdtcContributions and (ii) may include Employee PeexTontributions, but with regard to
(i), only to the extent that (1) the Administra&lects to use them, (2) they are not used or eduntthe ADP Test and (3) they otherwise
satisfy the requirements as prescribed under Cecteoa 401(m) permitting treatment as Contributifmrspurposes of the ACP Test.

(9) "Current Year Testing Method". The use of thenPYear's ADP for the Plan Year's NHCE Group forgmses of performing the Plan
Year's ADP Test and/or the use of the Plan YeaCP #for the Plan Year's NHCE Group for purposesesfggming the Plan Year's ACP Te



(h) "Deferrals” (i) shall include Employee Pre-Taantributions and (ii) may include Employer Matcbrributions, but with regard to (ii),
only to the extent that (1) the Administrator etettt use them, (2) they are not used or countdteiCP Test, (3) they are fully vested when
made, not withdrawable by an Employee before teherattains age 59 1/2and (4) they otherwise gatisfrequirements as prescribed under
Code section 401(k) permitting treatment as Defeffiaa purposes of the ADP Test.

(i) "HCE" or "Highly Compensated Employee". For iPMears commencing after December 31, 1996, wiheet to all Related Companies,
an Employee who (in accordance with Code sectigti{d@)):

(1) Was a more than 5% Owner (within the meaninGadie section 414(q)(2)) at any time during thenPaar or the preceding Plan Year

(2) Received Compensation during the preceding P&ar in excess of $80,000 (as adjusted for sudr Warsuant to Code sections 414(q)
(1) and 415(d)) or, if the Company elects for spatreding Plan Year, "in excess of $80,000 (assteljufor such Year pursuant to Code
sections 414(q)(1) and 415(d)) and was a membtredftop-paid group” (within the meaning of Codetam 414(q)(3)) for such preceding
Plan Year" shall be substituted for the precedefgrence to "in excess of $80,000 (as adjustedifoh Year pursuant to Code sections 414(q)
(1) and 415(d))".

A former Employee shall be treated as an HCE is(ich former Employee was an HCE when he or sheratsg from service, or (2) such
former Employee was an HCE in service at any tifter attaining age 55.

The determination of who is an HCE and the deteation of the number and identity of Employees i tibp-paid group shall be made in
accordance with Code section 414(q).

()) "HCE Group" and "NHCE Group". With respect tbRelated Companies, the respective group of H&sNHCEs who are eligible to
have amounts contributed on their behalf for ttpeetive Plan Year, including Employees who wowceligible but for their election not to
participate or to contribute, or because their Bagreater than zero but does not exceed a stdatechum. For Plan Years commencing after
December 31, 1998, with respect to all Related Gorigs, if the Plan permits participation prior toEigible Employee's satisfaction of the
minimum age and service requirements of Code sedtl®(a)(1)(A), Eligible Employees who have not iiet minimum age and service
requirements of Code section 410(a)(1)(A) may heusbed in the determination of the NHCE Group, tattin the determination of the HCE
Group, for purposes of (i) the ADP Test, if Codetmm 410(b)(4)(B) is applied in determining whatliee 401(k) portion of the Plan meets
the requirements of Code section 410(b), or (8) ACP Test, if Code section 410(b)(4)(B) is appliedetermining whether the 401(m)
portion of the Plan meets the requirements of Gaation 410(b).

(2) If the Related Companies maintain two or mdamp which are subject to the ADP or ACP Test aeccansidered as one plan for
purposes of Code sections 401(a)(4) or 410(byuah plans shall be aggregated and treated adaméop purposes of meeting the ADP and
ACP Tests, provided that the plans may only beegaged if they have the same plan year.

(2) If an HCE is covered by more than one casheferded arrangement, or more than one arrangeneemifing employee or matching
contributions, maintained by the Related Compariksuch plans shall be aggregated and treated@agplan (other than those plans that |
not be permissively aggregated) for purposes aiutating the separate percentage for the HCE wikiclsed in the determination of the
Average Percentage. For purposes of the precedmgrce, if such plans have different plan yehesptans are aggregated with respect to
the plan years ending with or within the same aideryear.

(k) "Multiple Use Test". The test described in $metl2.4 which a Plan must meet where the Altevedtimitation (described in Section
12.2) is used to meet both the ADP and ACP Tests.

() "NHCE" or "Non-Highly Compensated Employee". Amployee who is not an HCE.

(m) "Prior Year Testing Method". The use of thegeding Plan Year's ADP for the preceding Plan ¥ddHCE Group for purposes of
performing the Plan Year's ADP Test and/or theaighe preceding Plan Year's ACP for the prece®ilzg Year's NHCE Group for purpo
of performing the Plan Year's ACP Test.

12.2 ADP and ACP Tests

For Plan Years commencing after December 31, 1f@@@ach Plan Year, the Prior Year Testing Methuallde used and the ADP and ACP
for the HCE Group must meet either the Basic oerlative Limitation when compared to the respegbireceding Plan Year's ADP and A
for the preceding Plan Year's NHCE Group, definetbdows:

(a) Basic Limitation. The HCE Group Average Peragatmay not exceed 1.25 times the NHCE Group AecPagcentage.

(b) Alternative Limitation. The HCE Group AveragerBentage is limited by reference to the NHCE GrAuprage Percentage as follows:

If the NHCE Group Then the Maximum H CE
Average Percentage is: Group Average Percenta geis:



Less than 2% 2 times NHCE Group Ave rage %
2% to 8% NHCE Group Average % p lus 2%
More than 8% NA - Basic Limitation applies

Alternatively, the Company may elect to use ther€nirYear Testing Method and the ADP and/or ACRliertHCE Group must meet either
the Basic or Alternative Limitation as defined abavhen compared to the respective Plan Year's AldPoaACP for the Plan Year's NHCE
Group. If a Current Year Testing Method electiomade, such election may not be changed excepbaglpd by the Code.

12.3 Correction of ADP and ACP Tests for Plan Y&oshnmencing After December 31, 1996

For Plan Years commencing after December 31, 1f@@@ach Plan Year, if the ADP or ACP Tests aremet, the Administrator shall
determine, no later than the end of the next Plaarya maximum percentage to be used in placeeafaltulated percentage for all HCEs -
would reduce the ADP and/or ACP for the HCE Groymlsufficient amount to meet the ADP and ACP Tests

With regard to each HCE whose Deferral percentagéoa Contribution percentage is in excess of th@imum percentage, a dollar amount
of excess Deferrals and/or excess Contribution ttea be determined by (i) subtracting the prddfcsuch maximum percentage for the
ADP and the HCE's Compensation from the HCE's &&aterrals and (ii) subtracting the product of lsueaximum percentage for the ACP
and the HCE's Compensation from the HCE's actuatribaitions. Such amounts shall then be aggregatddtermine the total dollar amount
of excess Deferrals and/or excess Contributions? &bd/or ACP corrections shall be made in accoeanth the leveling method as
described below.

(a) ADP Correction. The HCE with the highest Dedédollar amount shall have his or her Deferralatchmount reduced in an amount equal
to the lesser of the dollar amount of excess Delefor all HCEs or the dollar amount that woulds@ his or her Deferral dollar amount to
equal that of the HCE with the next highest Defedrdlar amount. The process shall be repeated thetitotal of the Deferral dollar amount
reductions equals the dollar amount of excess Pafefor all HCEs.

To the extent an HCE's Deferrals were determindzbteeduced as described in the paragraph abovelplfee Pre-Tax Contributions shall,
by the end of the next Plan Year, be refundededH8E, except that such amount to be refunded bhakduced by Employee Pre-Tax
Contributions previously refunded because they eded the Contribution Dollar Limit. The excess amtewshall first be taken from
unmatched Employee Pre-Tax Contributions and them fatched Employee Pre-Tax Contributions. Any Eygr Match Contributions
attributable to refunded excess Employee Pre-Taxribmtions as described in this Section, adjusbedhvestment gain or loss for the Plan
Year to which the excess Employee Pre-Tax Coniohatrelate, shall be forfeited and used to reduttee Contributions to be made by an
Employer as soon as administratively feasible.

(b) ACP Correction. The HCE with the highest Cdnition dollar amount shall have his or her Contitoudollar amount reduced in an
amount equal to the lesser of the dollar amoumetxoéss Contributions for all HCEs or the dollar anmtahat would cause his or her
Contribution dollar amount to equal that of the H@#h the next highest Contribution dollar amourtte process shall be repeated until the
total of the Contribution dollar amount reductia@tgials the dollar amount of excess ContributionglidHCEs.

To the extent an HCE's Contributions were deterthinebe reduced as described in the paragraph aBavyaloyer Match Contributions sh:
by the end of the next Plan Year, be refundededHBE.

(c) Investment Fund Sources. Once the amount afssxDeferrals and/or Contributions is determindthiaveach Account from which
amounts are refunded or forfeited, amounts shal fie taken from the Sweep Account and then takdnvestment Fund in direct proporti
to the market value of the Participant's interesgtach Investment Fund (which excludes his or lo@nLAccount balance) as of the Trade [
on which the correction is processed.

12.4 Multiple Use Test

If the Alternative Limitation (defined in Sectiol2 R) is used to meet both the ADP and ACP TestsADP and ACP for the HCE Group
must also comply with the requirements of Codeisret01(m)(9). Such Code section requires thastire of the ADP and ACP for the HCE
Group (as determined after any corrections neenlettet the ADP and ACP Tests have been made) needxhe sum (which produces the
most favorable result) of:

(a) the Basic Limitation (defined in Section 12applied to either the ADP or ACP for the NHCE Grpapd
(b) the Alternative Limitation applied to the othéHCE Group percentage.
12.5 Correction of Multiple Use Test

If the multiple use limit is exceeded, the Admiragor shall determine a maximum percentage to bd usplace of the calculated percentage
for all HCEs that would reduce either or both tHeRP\or ACP for the HCE Group by a sufficient amotanineet the multiple use limit. Any
excess shall be corrected in the same mannerxbes Deferrals or Contributions are correc



12.6 Adjustment for Investment Gain or Loss

Any excess Deferrals or Contributions to be refuhtea Participant in accordance with this Sectidrshall be adjusted for investment gain
or loss. Refunds shall not include investment gailoss for the period between the end of the apple Plan Year and the date of
distribution.

12.7 Testing Responsibilities and Required Records

The Administrator shall be responsible for ensuthmg the Plan meets the ADP Test, the ACP Testtantultiple Use Test, and that the
Contribution Dollar Limit is not exceeded. The Adnsirator shall maintain records which are suffitieo demonstrate that the ADP Test, the
ACP Test and the Multiple Use Test, have been oreddich Plan Year for at least as long as the Brepkcorresponding tax year is open to
audit.

12.8 Separate Testing

(a) Multiple Employers: The determination of HCE$JCESs, and the performance of the ADP Test, the A€ and the Multiple Use Test,
and any corrective action resulting therefrom, Idb@lconducted separately with regard to the Engdeyof each Employer (and its Related
Companies) that is not a Related Company with dpethe other Employer(s).

(b) Collective Bargaining Units: The performancelod ADP Test, and if applicable, the ACP Test tnedMultiple Use Test, and any
corrective action resulting therefrom, shall bedusted separately with regard to Employees whebgéble to participate in the Plan as a
result of a collective bargaining agreement.

In addition, testing may be conducted separat¢liheadiscretion of the Administrator and to théeek permitted under Treasury regulations,
with regard to any group of Employees for whom safgatesting is permissible under such regulations.

13 MAXIMUM CONTRIBUTION AND BENEFIT LIMITATIONS
13.1 "Annual Addition" Defined

The sum for a Plan Year of all (i) contributiongdliding rollover contributions) and forfeituresamlated to the Participant's Account and his
or her account in all other defined contributioard maintained by any Related Company, (ii) amoalidsated to the Participant's individual
medical account (within the meaning of Code sedlibB(l)(2)) which is part of a defined benefit plaaintained by any Related Company,
and (iii) if the Participant is a key employee (vit the meaning of Code section 419A(d)(3)) for &pplicable or any prior Plan Year,
amounts attributable to post-retirement medicakfienallocated to his or her separate accountuadesifare benefit fund (within the
meaning of Code section 419(e)) maintained by aglpted Company. The Plan Year refers to the yeahtoh the allocation pertains,
regardless of when it was allocated. The Plan ¥ball be the Code section 415 limitation year.

13.2 Maximum Annual Addition

A Participant's Annual Addition for any Plan Yeaiai not exceed the lesser of (i) 25% of his or@empensation or (ii) $30,000 (as adjus
for cost of living increases pursuant to Code secti
415(d)); provided, however, that clause (i) shall @pply to Annual Additions described in claus@safd (iii) of Section 13.1.

13.3 Avoiding an Excess Annual Addition

If, at any time during a Plan Year, the allocatafrany additional Contributions would produce agess Annual Addition for such year,
Contributions to be made for the remainder of ttae Y ear shall be limited to the amount needeck&mh affected Participant to receive the
maximum Annual Addition.

13.4 Correcting an Excess Annual Addition

Upon the discovery of an excess Annual Additioa articipant's Account (resulting from a reasoaabtor in determining a Participant's
compensation or the maximum permissible amountsobhher elective deferrals (within the meaningofde section

402(9)(3)), or other facts and circumstances aed#pto the Internal Revenue Service), the examesaiat (adjusted to reflect investment
gains) shall first be returned to the Participarttie extent of his or her Employee Pre-Tax Coutidms (however to the extent Employee Pre-
Tax Contributions were matched, the applicable Ewygil Match Contributions shall be forfeited in poojion to the returned matched
Employee Pre-Tax Contributions) and the remainxaess, if any, shall be forfeited by the Participamd together used to reduce future
Contributions to be made by an Employer as so@dasnistratively feasible.

13.5 Correcting a Multiple Plan Excess

If a Participant, whose Account is credited witheeacess Annual Addition, received allocations taenthan one defined contribution pl:



the excess shall be corrected by reducing the Arkddition to the Plan only after all possible retions have been made to the other def
contribution plans.

13.6 "Defined Benefit Fraction" Defined

The fraction, for any Plan Year, where the numertthe "projected annual benefit" and the den@atainis the greater of 125% of the
"protected current accrued benefit" or the norrmaitlwhich is the lesser of (i) 125% of the dollamitation in effect under Code section 415
(b)(2)(A) for the Plan Year or (ii) 140% of the aumd which may be taken into account under Codemedtl5(b)(1)(B) for the Plan Year,
where a Participant's:

(a) "projected annual benefit" is the annual benefivided by the plan determined pursuant to Gagion 415(e)(2)(A), and

(b) "protected current accrued benefit" in a dafibenefit plan in existence (1) on July 1, 1982lldbe the accrued annual benefit provided
for under Public Law 97-248, section
235(g)(4), as amended, or (2) on May 6, 1986, dimthe accrued annual benefit provided for undéii® Law 99-514, section 1106(i)(3).

13.7 "Defined Contribution Fraction" Defined

The fraction where the numerator is the sum ofRthdicipant's Annual Addition for each Plan Yead&te and the denominator is the sum of
the "annual amounts"” for each year in which thaiépant has performed service with a Related Camip@he "annual amount” for any Plan
Year is the lesser of (i) 125% of the dollar lintiva in effect under Code section 415(c)(1)(A) &atined without regard to subsection (c)
for the Plan Year or (ii) 140% of the amount whinhy be taken into account under Code section 4{5(B) for the Plan Year, where:

(a) each Annual Addition is determined pursuartheoCode section 415(c) rules in effect for su@nPfear, and
(b) the numerator is adjusted pursuant to Publig 8@-248, section 235(g)(3), as amended, or Pllalic 99-514, section 1106(i)(4).
13.8 Combined Plan Limits and Correction

The sum of a Participant's Defined Benefit Fraciad Defined Contribution Fraction for any Plan iyeey not exceed 1.0. If the combined
fraction exceeds 1.0 for any Plan Year, the Paditi's benefit under any defined benefit planHoextent it has not been distributed or used
to purchase an annuity contract) shall be limiethsit the combined fraction does not exceed If@réany defined contribution limits shall
be enforced.

For Plan Years commencing after December 31, 1t&@9rovisions of the preceding paragraph shalbnger be effective.
14 TOP HEAVY RULES

14.1 Top Heavy Definitions

When capitalized, the following words and phras@getthe following meanings when used in this Sactio

(a) "Aggregation Group". The group consisting oflfequalified plan of the Related Companies (1) icl a Key Employee is a participant
or was a participant during the determination pk(regardless of whether such plan has terminated®) which enables another plan in the
group to meet the requirements of Code sectionéad@) or 410(b). The Administrator may also treay other qualified plan of the Related
Companies as part of the group if the resultingigrevould continue to meet the requirements of Gations 401(a)(4) and 410(b) with s
plan being taken into account.

(b) "Determination Date". For any Plan Year, thet lerade Date of the preceding Plan Year or, irctse of the Plan's first Plan Year, the
Trade Date of that Plan Year.

(c) "Key Employee". A current or former Employee (s or her Beneficiary) who at any time during five year period ending on the
Determination Date was:

(1) an officer of a Related Company whose Compen sation (i)
exceeds 50% of the amount in effect under Co de section
415(b)(1)(A) and (ii) places him or her within the
following highest paid group of officers:

Number of Employees Number o f
not Excluded Under Code Highest Pa id
Section 414(q)(5) Officers Inc luded

Less than 30 3



30 to 500 10% of the num ber of

Employees not e xcluded
under Code se ction
414(a)(5 )
More than 500 50

(2) amore than 5% Owner,

(3) a more than 1% Owner whose Compensatio n exceeds
$150,000, or

(4) a more than 0.5% Owner who is among the 10 Byggls owning the largest interest in a Related Gmyand whose Compensation
exceeds the amount in effect under Code sectiofc¥13(A).

(d) "Plan Benefit". The sum as of the Determinatate of

(1) an Employee's Account, (2) the present valugiobr her other accrued benefits provided byadllified plans within the Aggregation
Group, and (3) the aggregate distributions madeimthe five year period ending on such Date. Riw purpose, the present value of the
Employee's accrued benefit in a defined benefit gleall be determined by the method that is usetdoefit accrual purposes under all such
plans maintained by the Related Companies orgifetlis no such single method used under all swafsphs if the benefit accrues no more
rapidly than the slowest rate permitted by thetfomal accrual rule in Code section 411(b)(1)(GxrnPBenefits shall exclude rollover
contributions and similar transfers made after Ddwer 31, 1983 as provided in Code section 416(@A§4)

(e) "Top Heavy". The Plan's status when the PlameBts of Key Employees account for more than 63%he Plan Benefits of all Employees
who have performed services at any time durinditleeyear period ending on the Determination Datee Plan Benefits of Employees who
were, but are no longer, Key Employees (becausehtee not been an officer or Owner during the fiear period), are excluded in the
determination.

14.2 Special Contributions

(@) Minimum Contribution Requirement. For each PYaar in which the Plan is Top Heavy, the Emplosfeall not allow any contributions
(other than a Rollover Contribution from a plan ntained by a non Related Company) to be made by d&ehalf of any Key Employee
unless the Employer makes a contribution (othan twntributions made by an Employer in accordanitie avParticipant's salary deferral
election or contributions made by an Employer bagmsh the amount contributed by a Participant) emaltf of all Participants who were
Eligible Employees as of the last day of the Plaarin an amount equal to at least 3% of each Badticipant's Taxable Income.

(b) Overriding Minimum Benefit. Notwithstanding, miibutions shall be permitted on behalf of Key Hoyees if the Employer also
maintains a defined benefit plan which automatycpibvides a benefit which satisfies the Code sactil6(c)(1) minimum benefit
requirements, including the adjustment provide@aue section 416(h)(2)(A), if applicable. If theaRlis part of an Aggregation Group under
which a Key Employee is receiving a benefit andmnimum contribution is provided under any otharpla minimum contribution of at
least 3% of Taxable Income shall be provided toRthgicipants specified in the preceding paragréphddition, the Employer may offset a
defined benefit minimum by contributions (otherritentributions made by an Employer in accordanitie avParticipant's salary deferral
election or contributions made by an Employer bageth the amount contributed by a Participant) niadke Plan.

14.3 Adjustment to Combined Limits for DifferenaRbk

For each Plan Year in which the Plan is Top Hed®p% shall be substituted for 125% in determinimgDefined Benefit Fraction and the
Defined Contribution Fraction. For Plan Years comuoieg after December 31, 1999, the provisions efgtteceding sentence shall no longer
be effective.

15 PLAN ADMINISTRATION
15.1 Plan Delineates Authority and Responsibility

Plan fiduciaries include the Company, the Adminitgr, the Committee and/or the Trustee, as appécalhose specific duties are delineated
in the Plan and Trust. In addition, Plan fiduciargéso include any other person to whom fiduciarye$ or responsibilities are delegated with
respect to the Plan. Any person or group may serwgore than one fiduciary capacity with respedhi Plan. To the extent permitted under
ERISA section 405, no fiduciary shall be liable éobreach by another fiduciary.

15.2 Fiduciary Standards
Each fiduciary shall:
(a) discharge his or her duties in accordance thi#ghPlan and Trust to the extent they are congistiéh ERISA,

(b) use that degree of care, skill, prudence aligedice that a prudent person acting in a like capand familiar with such matters would |



in the conduct of an enterprise of a like charaatet with like aims;

(c) act with the exclusive purpose of providing &fs to Participants and their Beneficiaries, dpftaying reasonable expenses of
administering the Plan;

(d) diversify Plan investments, to the extent sfidhiciary is responsible for directing the investrhef Plan assets, so as to minimize the risk
of large losses, unless under the circumstandggli¢arly prudent not to do so; and

(e) treat similarly situated Participants and Bamnafies in a uniform and nondiscriminatory manner.
15.3 Company is ERISA Plan Administrator

The Company is the administrator of the Plan (withie meaning of ERISA section 3(16)) and is resijtiia for compliance with all reportit
and disclosure requirements, except those thabaoicitly the responsibility of the Trustee undgplicable law. The Administrator and/or
Committee shall have any necessary authority ty @art such functions through the actions of theniwstrator, duly appointed officers of
the Company and/or the Committee.

15.4 Administrator Duties

The Administrator shall have the discretionary atitli to construe the Plan and Trust, other thapitovisions which relate to the Trustee,
and to do all things necessary or convenient tecethe intent and purposes thereof, whether osunch powers are specifically set forth in
Plan and Trust. Actions taken in good faith by Aldkministrator shall be conclusive and binding dnirgkrested parties, and shall be given
maximum possible deference allowed by law. In adidito the duties listed elsewhere in the PlanBndt, the Administrator's authority sh
include, but not be limited to, the discretionaugherity to:

(a) determine who is eligible to participate, d@ntribution qualifies as a rollover contributidhe allocation of Contributions, and the
eligibility for loans, in-service withdrawals andsttibutions;

(b) provide each Participant with a summary plascdgtion no later than 90 days after he or shebeasme a Participant (or such other
period permitted under ERISA section
104(b)(1)), as well as informing each Participaramy material modification to the Plan in a timehanner;

(c) make a copy of the following documents avagatol Participants during normal work hours: thenRlad Trust (including subsequent
amendments), all annual and interim reports offthustee related to the entire Plan, the latest@ameport and the summary plan description;

(d) determine the fact of a Participant's deathafrahy Beneficiary's right to receive the deceaBadicipant's interest based upon such proof
and evidence as it deems necessary;

(e) establish and review at least annually a fupgiolicy bearing in mind both the short-run andgleon needs and goals of the Plan and to
the extent Participants may direct their own invesits, the funding policy shall focus on which Istveent Funds are available for
Participants to use; and

(f) adjudicate claims pursuant to the claims pracediescribed in Section 18.
15.5 Advisors May be Retained

The Administrator may retain such agents and advi@ocluding attorneys, accountants, actuariessabbants, record keepers, investment
counsel and administrative assistants) as it censidecessary to assist it in the performances afuities. The Administrator shall also comply
with the bonding requirements of ERISA section 412.

15.6 Delegation of Administrator Duties

The Company, as Administrator of the Plan, has egpd a Committee to administer the Plan on itsatfehe Company shall provide the
Trustee with the names and specimen signaturesygbersons authorized to serve as Committee menabdract as or on its behalf. Any
Committee member appointed by the Company shalesarthe pleasure of the Company, but may resygnrliten notice to the Company.
Committee members shall serve without compensétion the Plan for such services. Except to therexteat the Company otherwise
provides, any delegation of duties to the Commistes| carry with it the full discretionary authiyriof the Administrator to complete such
duties.

15.7 Committee Operating Rules

(a) Actions of Majority. Any act delegated by ther@pany to the Committee may be done by a majofitysanembers. The majority may



expressed by a vote at a meeting or in writing @dtha meeting, and a majority action shall be eajeivt to an action of all Committee
members.

(b) Meetings. The Committee shall hold meetingsrugpach notice, place and times as it determinesssacy to conduct its functions
properly.

(c) Reliance by Trustee. The Committee may autkasize or more of its members to execute documenits dbehalf and may authorize one
or more of its members or other individuals whorm@seémembers to give written direction to the Teesin the performance of its duties. The
Committee shall provide such authorization in wgtto the Trustee with the name and specimen sigegmbf any person authorized to act on
its behalf. The Trustee shall accept such diredimsh rely upon it until notified in writing thatehiCommittee has revoked the authorization to
give such direction. The Trustee shall not be dektode on notice of any change in the membershipeoCommittee, parties authorized to
direct the Trustee in the performance of its dytieshe duties delegated to and by the Committe notified in writing.

16 MANAGEMENT OF INVESTMENTS
16.1 Trust Agreement

All Plan assets shall be held by the Trustee istfin accordance with those provisions of the Rlaah Trust which relate to the Trustee, for
use in providing Plan benefits and paying Plan faebkexpenses not paid directly by the Employem Benefits shall be drawn solely from
the Trust and paid by the Trustee as directed &Athministrator. Notwithstanding, the Company mppaint, with the approval of the
Trustee, another trustee to hold and administar &aets which do not meet the requirements of

Section 16.2.

16.2 Investment Funds

The Administrator is hereby granted authority tieedi the Trustee to invest Trust assets in oneaserimvestment Funds. The number and
composition of Investment Funds may be changed fiora to time, without the necessity of amending Ffian and Trust. The Trustee may
establish reasonable limits on the number of Imaest Funds as well as the acceptable assets fauamylinvestment Fund. Each of the
Investment Funds may be comprised of any of tHeviahg:

(a) shares of a registered investment company,heherr not the Trustee or any of its affiliateafsadvisor to, or other service provider to,
such company;

(b) collective investment funds maintained by tmastee, or any other fiduciary to the Plan, whidhavailable for investment by trusts wh
are qualified under Code sections 401(a) and 501(a)

(c) individual equity and fixed income securitieigh are readily tradable on the open market;

(d) synthetic guaranteed investment contracts aadagteed investment contracts issued by an insereampany and/or synthetic guarani
investment contracts and bank investment contissteed by a bank;

(e) interest bearing deposits (which may includerigst bearing deposits of the Trustee);
(f) PacifiCorp Stock, subject to the conditionsatésed in Appendix A; and
(g) Company Stock.

Any Investment Fund assets invested in a colledtivestment fund, shall be subject to all the psmris of the instruments establishing and
governing such fund. These instruments, includimgsubsequent amendments, are incorporated hereafdrence.

16.3 Authority to Hold Cash

The Trustee shall have the authority to causerthestment manager of each Investment Fund to niaistdficient deposit or money market
type assets in each Investment Fund to handlenthestment Fund's liquidity and disbursement needsh Participant's and Beneficiary's
Sweep Account, which is used to hold assets peridirgstment or disbursement, shall consist of @debearing deposits (which may include
interest bearing deposits of the Trustee) and/arayanarket type assets or funds.

16.4 Trustee to Act Upon Instructions

The Trustee shall carry out instructions to invaesstets in the Investment Funds as soon as prdetafir such instructions are received from
the Administrator, Participants or Beneficiarieach instructions shall remain in effect until chaddy the Administrator, Participants or
Beneficiaries



16.5 Administrator Has Right to Vote Registeredestiment Company Shares

The Administrator shall be entitled to vote proxigexercise any shareholder rights relating toeshbeld on behalf of the Plan in a regist
investment company. Notwithstanding, the authdotyote proxies and exercise shareholder rightgadlto such shares held in a Custom
Fund is vested as provided otherwise in Section 16.

16.6 Custom Fund Investment Management

The Administrator may designate, with the conséithe Trustee, an investment manager for any Imvest Fund established by the Trustee
solely for Participants of the Plan and, subjec®éation 16.7, any other qualified plan of the Campor a Related Company (a "Custom
Fund"). The investment manager may be the Admatisty Trustee or an investment manager pursudbRt8A section 3(38). The
Administrator shall advise the Trustee in writifgloe appointment of an investment manager and saate the investment manager to
acknowledge to the Trustee in writing that the sta@ent manager is a fiduciary to the Plan.

A Custom Fund shall be subject to the following:

(a) Guidelines. Written guidelines, acceptablentoTrustee, shall be established for a Custom RéiadCustom Fund consists solely of
collective investment funds or shares of a registénvestment company (and sufficient deposit oneyanarket type assets to handle the
Custom Fund's liquidity and disbursement needs)nderlying instruments shall constitute the giinds.

(b) Authority of Investment Manager. The investmeranager of a Custom Fund shall have the authimritpte or execute proxies, exercise
shareholder rights, manage, acquire, and dispo$eust assets. Notwithstanding, if the Company les for a Company Stock Fund, the
authority to vote proxies and exercise sharehaidéts related to shares of Company Stock heliénGompany Stock Fund is vested as
provided otherwise in Section 16.

(c) Custody and Trade Settlement. Unless otheragseed to by the Trustee, the Trustee shall maigstody of all Custom Fund assets and
be responsible for the settlement of all CustomdRwades. For purposes of this Section, sharesofiective investment fund, shares of a
registered investment company and synthetic guegdrinvestment contracts and guaranteed investoaitacts issued by an insurance
company and/or synthetic guaranteed investmentacistand bank investment contracts issued by lg Ishall be regarded as the Custom
Fund assets instead of the underlying assets bfisgtruments.

(d) Limited Liability of Co-Fiduciaries. Neither ¢hAdministrator nor the Trustee shall be obligatethvest or otherwise manage any Custom
Fund assets for which the Trustee or Administregomot the investment manager nor shall the Adnritisr or Trustee be liable for acts or
omissions with regard to the investment of sucletassxcept to the extent required by ERISA.

16.7 Master Custom Fund

The Trustee may establish, at the direction of&tiministrator, a single Custom Fund (the "Mastestom Fund"), for the benefit of the Plan
and any other qualified plan of the Company or lted Company for which the Trustee acts as trystieguant to a plan and trust document
that contains a provision substantially identiceittis provision. The assets of the Plan, to therenvested in the Master Custom Fund, <
consist only of that percentage of the assetseofthster Custom Fund represented by the sharebhéle: Plan.

16.8 Authority to Segregate Assets

The Administrator may direct the Trustee to spiifiavestment Fund into two or more funds in thend\any assets in the Investment Fund
illiquid or the value is not readily determinablie the event of such segregation, the Administrakail give instructions to the Trustee on
what value to use for the split-off assets, andTthestee shall not be responsible for confirminghsualue.

16.9 Investment in Company Stock

If the Company provides for a Company Stock Fumebctly or through a Master Custom Fund, the Com@tock Fund shall be comprised
of Company Stock and sufficient deposit or moneyketype assets to handle the Company Stock Fliqdidity and disbursement needs.
The Company Stock Fund may be as large as necdasseoynply with Participants' and Beneficiaries’datment elections as well the total
investment of Participants' and Beneficiaries' Eaypt Match, Additional Match and Discretionary Mat&ccounts to the extent such
Accounts are not otherwise invested in accordaritte Section 7.

16.10 Voting, Tendering and Exchanging Company IStoc

Each Participant in the Plan (or, in the evenhefRarticipant's death, the Participant's Benefitia, for purposes of this
Section 16.10, hereby designated a "named fidutigithin the meaning of ERISA section 403(a)(1).

(a) Instructed Share Voting. Each Participantifapplicable, Beneficiary), as a named fiduciasiyall be entitled to direct the Plan and
Trustee as to the manner in which Company Stocibathble to such Participant's (or Beneficiarfspount in the Company Stock Fund i



be voted on each matter brought before an annwsgemial stockholders' meeting of the Company. ieéach such meeting of stockholders,
the Trustee shall cause to be furnished to eaditipant (or, if applicable, Beneficiary) a copytbe proxy solicitation material, together w

a form requesting confidential directions on howtsahares of Company Stock allocated to such Reatits (or Beneficiary's) Account in i
Company Stock Fund shall be voted on each suclematpon timely receipt of such directions, theste@ shall on each such matter, vote as
directed the number of votes attributable to suattii€pant (or Beneficiary).

The number of votes attributable to each Partidigan if applicable, Beneficiary) shall be detened as follows:
(2) first, the total number of votes attributaldeGompany Stock held in the Company Stock Fund bleadletermined;

(2) second, the number of votes determined undeafbve, shall be attributed to each Participanti{ applicable, Beneficiary), in the ratio
which the number of shares of Company Stock alemtéd such Participant's Account in the CompanglSEund as of the record date bears
to the total number of shares of Company Stock tmetde Company Stock Fund as of such date.

Each Participant (or, if applicable, Beneficiarg3,a named fiduciary, shall be entitled to sepraieect the vote of a portion of the number
of votes with respect to which a signed voting-dlien instrument is not timely received from otRRarticipants (or, if applicable,
Beneficiaries) ("Undirected Votes"). Such directigith respect to each Participant (or, if appliealBeneficiary) who timely elects to direct
the vote of Undirected Votes as a named fiducibafl e with respect to a number of Undirected ¥aqual to the total number of
Undirected Votes multiplied by a fraction, the nuater of which is the total number of votes atttdhle to such Participant (or Beneficiary)
and the denominator of which is the total numberatés attributable to all Participants (or, if Apgble, Beneficiaries) who timely elect to
vote Undirected Votes as a named fiduciary.

(b) Responding to Tender and Exchange Offers. Pacticipant (or, if applicable, Beneficiary), asamed fiduciary, shall have the right, to
the extent of the number of shares of Company Siticlbutable to such Participant's (or BeneficgnAccount in the Company Stock Fund,
to direct the Trustee in writing as to the manmewhich to respond to such tender or exchange wfittr respect to shares of Company Stock.
The Trustee shall use its best efforts to timeggridiute or cause to be distributed to each Ppetiti(or, if applicable, Beneficiary) such
information as will be distributed to stockholdefthe Company in connection with any such tendexxahange offer. Upon timely receipt
such instructions, the Trustee shall respond druicted with respect to shares of Company Stodcated to such Participant's Account in
Company Stock Fund. If the Trustee shall not rexéiwmely instructions from a Participant (or, ifpdioable, Beneficiary) as to the manner in
which to respond to such a tender or exchange, dfferTrustee shall not tender or exchange anyeshd#rCompany Stock with respect to
which such Participant (or Beneficiary) has théatigf direction. In effecting the foregoing, to teetent possible, the Trustee shall tender or
exchange shares of Company Stock entitled to oteeper share prior to shares of Company Stock kayieater than one vote per share.

Any instructions received by the Trustee from Rgptints (or, if applicable, Beneficiaries) pursutnthis Section 16.10 shall be held by the
Trustee in strict confidence and shall not be djedlor released to any person, including officefsraployees of the Company or a Related
Company; provided, however, that to the extent swagy for the operation of the Plan, such instomstimay be relayed by the Trustee to a
recordkeeper, auditor or other person providingises to the Plan if such person (i) is not the @any, a Related Company or any
Employee, officer or director thereof, and (ii) egs not to divulge such directions to any othes@erincluding Employees, officers and
directors of the Company and its Related Companies.

16.11 Registration and Disclosure for Company Stock

The Administrator shall be responsible for deteingrthe applicability (and, if applicable, complgimith) the requirements of the Securities
Act of 1933, as amended, the California Corporaeusities Law of 1968, as amended, and any othaicaiple blue sky law. The
Administrator shall also specify what restrictiegénd or transfer restriction, if any, is requitede set forth on the certificates for the
securities and the procedure to be followed byTthistee to effectuate a resale of such securities.

17 TRUST ADMINISTRATION
17.1 Trustee to Construe Trust

The Trustee shall have the discretionary authdoityonstrue those provisions of the Plan and Twhéth relate to the Trustee and to do all
things necessary or convenient to the administradgfdhe Trust, whether or not such powers areifpalty set forth in the Plan and Trust.
Actions taken in good faith by the Trustee shaltbaclusive and binding on all interested partis] shall be given the maximum possible
deference allowed by law.

17.2 Trustee To Act As Owner of Trust Assets

Subject to the specific conditions and limitatiaes forth in the Plan and Trust, the Trustee dfwmlk all the power, authority, rights and
privileges of an absolute owner of the Trust asaets not in limitation but in amplification of theregoing, may:

(a) receive, hold, manage, invest and reinvedt,tseder, exchange, dispose of, encumber, hypateepledge, mortgage, lease, grant options
respecting, repair, alter, insure, or distributg and all property in the Trus



(b) borrow money, participate in reorganizatioresy palls and assessments, vote or execute pr@xessise subscription or conversion
privileges, exercise options and register any sgéeslin the Trust in the name of the nominee gaiefral book entry form or in any other form
as shall permit title thereto to pass by delivery;

(c) renew, extend the due date, compromise, atbjtaajust, settle, enforce or foreclose, by judiproceedings or otherwise, or defend
against the same, any obligations or claims inf@af@r against the Trust; and

(d) lend, through a collective investment fund, aegurities held in such collective investment ftmtirokers, dealers or other borrowers and
to permit such securities to be transferred intorthme and custody and be voted by the borrowethers.

17.3 United States Indicia of Ownership

The Trustee shall not maintain the indicia of ovehgr of any Trust assets outside the jurisdictibthe United States, except as authorized
under ERISA section 404(b).

17.4 Tax Withholding and Payment

(a) Withholding. The Trustee shall calculate anthhbld federal (and, if applicable, state) incomrees with regard to any Eligible Rollover
Distribution that is not paid as a Direct Rolloweaccordance with the Participant's withholdingcgibn or as required by law if no election is
made or the election is less than the amount reduiy law. With regard to any taxable distributibat is not an Eligible Rollover
Distribution, the Trustee shall calculate and witldhfederal (and, if applicable, state) income saxeaccordance with the Participant's
withholding election or as required by law if ne&ion is made.

(b) Taxes Due From Investment Funds. The Trustak gy from the Investment Fund any taxes or @&ssents imposed by any taxing or
governmental authority on such Investment Fundsoincome, including related interest and penalties

17.5 Trust Accounting

(a) Annual Report. Within 60 days (or other reasdmgeriod) following the close of the Plan Yeae Trustee shall provide the
Administrator with an annual accounting of Trustets and information to assist the Administratangeting ERISA's annual reporting and
audit requirements.

(b) Periodic Reports. The Trustee shall maintatorés and provide sufficient reporting to allow théministrator to properly monitor the
Trust's assets and activity.

(c) Administrator Approval. Approval of any Trustaecounting shall automatically occur 90 days aftexh accounting has been received by
the Administrator, unless the Administrator filew@tten objection with the Trustee within such éperiod. Such approval shall be final a
all matters and transactions stated or shown themad binding upon the Administrator.

17.6 Valuation of Certain Assets

If the Trustee determines the Trust holds any askith is not readily tradable and listed on aaral securities exchange registered unde
Securities Exchange Act of 1934, as amended, thstde may engage a qualified independent apptaisitermine the fair market value of
such property, and the appraisal fees shall befpaid the Investment Fund containing the asset.

17.7 Legal Counsel

The Trustee may consult with legal counsel of litsice, including counsel for the Employer or coumdé¢he Trustee, upon any question or
matter arising under the Plan and Trust. Whendal@on by the Trustee, the opinion of such cousisell be evidence that the Trustee has
acted in good faith.

17.8 Fees and Expenses

The Trustee's fees for its services as Truste¢ Ishauch as may be mutually agreed upon by thep@agnand the Trustee. Trustee fees and
all reasonable expenses of counsel and advis@isnedtby the Trustee shall be paid in accordante 8&ction 6.

17.9 Trustee Duties and Limitations

The Trustee's duties, unless otherwise agreed thebyrustee, shall be confined to construing ¢nms of the Plan and Trust as they relate to
the Trustee, receiving funds on behalf of and ngliayments from the Trust, safeguarding and vallingt assets, investing and reinves
Trust assets in the Investment Funds as directedebgdministrator, Participants or Beneficiariasd those duties as described in this
Section 17



The Trustee shall have no duty or authority to @agewhether Contributions are in compliance wita Plan, to enforce collection or to
compute or verify the accuracy or adequacy of angunt to be paid to it by the Employer. The Trusteall not be liable for the proper
application of any part of the Trust with respecaty disbursement made at the direction of the iAitnator.

18 RIGHTS, PROTECTION, CONSTRUCTION AND JURISDICTMO
18.1 Plan Does Not Affect Employment Rights

The Plan does not provide any employment rightsgoEmployee. The Employer expressly reservesighe to discharge an Employee at
any time, with or without cause, without regardhe effect such discharge would have upon the Eyegls interest in the Plan.

18.2 Compliance With USERRA

Notwithstanding any provision of the Plan to thatcary, with regard to an Employee who after seguimthe uniformed services
reemployed on or after December 12, 1994, withintime required by USERRA, contributions shall bedeand benefits and service credit
shall be provided under the Plan with respect $ahiher qualified military service (as defineddade section

414(u)(5)) in accordance with Code section 414tujthermore, notwithstanding any provision of th@nRo the contrary, Participant loan
payments may be suspended during a period of gqdhlilitary service.

18.3 Limited Return of Contributions

Except as provided in this Section 18.3, (i) Plasets shall not revert to the Employer nor be tixgefor any purpose other than the exclusive
benefit of Participants and Beneficiaries and defigireasonable expenses of administering the Rlah{ii) a Participant's vested interest
shall not be subject to divestment. As provideBRISA section 403(c)(2), the actual amount of at@bution or portion thereof made by the
Employer (or the current value of such if a neslbas occurred) may revert to the Employer if:

(&) such Contribution or portion thereof is madedgson of a mistake of fact;

(b) a determination with respect to the initial fization of the Plan under Code section 401(a)asreceived and a request for such
determination is made within the time prescribedarCode section 401(b) (the existence of and @utions under the Plan are hereby
conditioned upon such initial qualification); or

(c) such Contribution or portion thereof is not detible under Code section 404 (such Contributameshereby conditioned upon such
deductibility) in the taxable year of the Employer which the Contribution is made.

The reversion to the Employer must be made (iflatéthin one year of the mistaken payment, théedaf denial of qualification, or the date
of disallowance of deduction, as the case may HRearicipant shall have no rights under the Plah waspect to any such reversi



18.4 Assignment and Alienation

As provided by Code section 401(a)(13) and to ttiere not otherwise required by law, no benefityided by the Plan may be anticipated,
assigned or alienated, except:

(a) to create, assign or recognize a right to amefit with respect to a Participant pursuant @=RO; or
(b) to use a Participant's vested Account balasseaurity for a loan from the Plan which is peteditpursuant to Code section 4975.
18.5 Facility of Payment

If a Plan benefit is due to be paid to a minorfdhé Administrator reasonably believes that anyegais legally incapable of giving a valid
receipt and discharge for any payment due him grthe Administrator shall have the payment oflibeefit, or any part thereof, made to the
person (or persons or institution) whom it reasdnbblieves is caring for or supporting the payedess it has received due notice of claim
therefor from a duly appointed guardian or constnvaf the payee. Any payment shall to the exthatd¢of, be a complete discharge of any
liability under the Plan to the payee.

18.6 Reallocation of Lost Participant's Accounts

If the Administrator cannot locate a person erditie payment of a Plan benefit after a reasonaddech, the Administrator may at any time
thereafter treat such person's Account as forfeitetluse such amount to reduce future Contributmh® made by an Employer as soon as
administratively feasible. If such person subsetjygmesents the Administrator with a valid claior the benefit, such person shall be paid
the amount treated as forfeited, plus the intaresdtwould have been earned in the Sweep Accouhttdate of determination. The
Administrator shall pay the amount through an addél amount contributed by the Employer.

18.7 Suspension of Certain Plan Provisions Duringversion Period

Notwithstanding any provision of the Plan to thatcary, during any Conversion Period, in accordamitk procedures established by
Administrator and the Trustee, the Administratoryrtemporarily suspend, in whole or in part, cerfaiavisions under the Plan, which may
include, but are not limited to, a Participantghtito change his or her Contribution electionagiBipant's right to change his or her
investment election and a Participant's right todse or withdraw from his or her Account or obtairistribution from his or her Account.

18.8 Suspension of Certain Plan Provisions Durittge©Periods

Notwithstanding any provision of the Plan to thatcary, in accordance with procedures establislyettid Administrator and the Trustee,
Administrator may temporarily suspend a Particifgamnght to borrow or withdraw from his or her Actt or obtain a distribution from his or
her Account, if (i) the Administrator receives anuiestic relations order and the Participant's Act@ia source of the payment for such
domestic relations order, or

(i) if the Administrator receives notice that andestic relations order is being sought by the Bigent, his or her spouse, former spouse,
or other dependent (as defined in Code section 48@}he Participant's Account is a source of thement for such domestic relations order.
Such suspension may continue for a reasonabledpefitme (as determined by the Administrator) whicay include the period of time the
Administrator, a court of competent jurisdictionaiher appropriate person is determining whethedimestic relations order qualifies as a
QDRO.

18.9 Claims Procedure

(a) Right to Make Claim. An interested party wheatjrees with the Administrator's determinationisfdr her right to Plan benefits must
submit a written claim and exhaust this claim prhee before legal recourse of any type is soudi. dlaim must include the important
issues the interested party believes support HimclThe Administrator, pursuant to the authoritgyaded in the Plan, shall either approve or
deny the claim.

(b) Process for Denying a Claim. The Administratartial or complete denial of an initial claim shinclude an understandable, written
response covering (1) the specific reasons whyléim is being denied (with reference to the pertirPlan provisions) and (2) the steps
necessary to perfect the claim and obtain a fiexkemw.

(c) Appeal of Denial and Final Review. The inteegisparty may make a written appeal of the Admiatst’s initial decision, and the
Administrator shall respond in the same mannerfard as prescribed for denying a claim initially.

(d) Time Frame. The initial claim, its review, appand final review shall be made in a timely fashisubject to the following time table:

Days to Respond
Action From Las t Action



Administrator determines benefit NA

Interested party files initial request 60 days
Administrator's initial decision 90 days
Interested party requests final review 60 days
Administrator's final decision 60 days

However, the Administrator may take up to twice tha@ximum response time for its initial and finaliev if it provides an explanation
within the normal period of why an extension isaeand when its decision shall be forthcoming.

18.10 Construction

Headings are included for reading convenience.t&kieshall control if any ambiguity or inconsistgrexists between the headings and the
text. The singular and plural shall be interchangbdrever appropriate. References to Participaait sttlude Alternate Payee and/or
Beneficiary when appropriate and even if not othisevalready expressly stated.

18.11 Jurisdiction and Severability

The Plan and Trust shall be construed, regulatddadministered under ERISA and other applicablerf@daws and, where not otherwise
preempted, by the laws of the State of New Jet§ayy provision of the Plan and Trust is or becerimevalid or otherwise unenforceable, 1
fact shall not affect the validity or enforcealyildf any other provision of the Plan and Trust. gdbvisions of the Plan and Trust shall be so
construed as to render them valid and enforceatdecdordance with their intent.

18.12 Indemnification by Employer

The Employers hereby agree to indemnify all Pldndiaries against any and all liabilities resultfrgm any action or inaction, (including a
Plan termination in which the Company fails to gpiolr a favorable determination from the InternaM@nue Service with respect to the
qualification of the Plan upon its termination),réfation to the Plan or Trust (i) including (witltdimitation) expenses reasonably incurred in
the defense of any claim relating to the Plan®adsets, and amounts paid in any settlementnglettithe Plan or its assets, but (ii) excluding
liability resulting from actions or inactions maitebad faith, or resulting from the negligence dltful misconduct of the Trustee. The
Company shall have the right, but not the obligatio conduct the defense of any action to whidh th

Section applies. The Plan fiduciaries are not lewtito indemnity from the Plan assets relatingrip such action.

19 AMENDMENT, MERGER, DIVESTITURES AND TERMINATION
19.1 Amendment

The Company reserves the right to amend the Pldiarst at any time, to any extent and in any maiimeay deem necessary or
appropriate. The Company (and not the Trustee) bhaksponsible for adopting any amendments napess maintain the qualified status
the Plan and Trust under Code sections 401(a) @h@p If the Committee is acting as the Administran accordance with

Section 15.6, it shall have the authority to ad®jpn and Trust amendments which have no substaha@rse financial impact upon any
Employer or the Plan. All interested parties shalbound by any amendment, provided that no amemntdshall:

(a) become effective unless it has been adoptaddordance with the procedures set forth in Sedi®h;

(b) except to the extent permissible under ERISé the Code, make it possible for any portion of Thast assets to revert to an Employer or
to be used for, or diverted to, any purpose ottien for the exclusive benefit of Participants amth&iciaries entitled to Plan benefits and to
defray reasonable expenses of administering the Pla

(c) decrease the rights of any Participant to benatcrued (including the elimination of optiofiaims of benefits) to the date on which the
amendment is adopted, or if later, the date upadistwine amendment becomes effective, except textent permitted under ERISA and the
Code; nor

(d) permit a Participant to be paid any portiomisfor her Account subject to the distribution subdé Code section 401(k) unless the payment
would otherwise be permitted under Code sectior{lg01

19.2 Merger

The Plan and Trust may not be merged or consolidat#h, nor may its assets or liabilities be tramefd to, another plan unless each
Participant and Beneficiary would, if the resultiplgn were then terminated, receive a benefitgftst the merger, consolidation or transfer
which is at least equal to the benefit which wdddreceived if either plan had terminated just l=fnch event.

19.3 Divestiture!



In the event of a sale by an Employer which is gparation of:

() substantially all of the Employer's assets usea trade or business to an unrelated corporatio(ii) a sale of such Employer's interest |
subsidiary to an unrelated entity or individuaimju sum distributions shall be permitted from thanPkexcept as provided below, to
Participants with respect to Employees who contiemgloyment with the corporation acquiring suctetssr who continue employment w
such subsidiary, as applicable.

Notwithstanding, distributions shall not be peredtif the purchaser agrees, in connection witrstie, to be substituted as the Compan
the sponsor of the Plan or to accept a transfartiansaction subject to Code section 414(l)(Ihefassets and liabilities representing the
Participants' benefits into a plan of the purchasex plan to be established by the purchaser.

19.4 Plan Termination and Complete Discontinuaricgomtributions

The Company may, at any time and for any reasominate the Plan in accordance with the procedsee$orth in Section 19.5, or
completely discontinue contributions.

In the event of the Plan's termination, if no swsece plan is established or maintained, lump swtiblutions shall be made in accordance
with the terms of the Plan as in effect at the tohthe Plan's termination or as thereafter amenplex/ided that a post-termination
amendment shall not be effective to the extentithablates Section 19.1 unless it is requiredider to maintain the qualified status of the
Plan upon its termination. The Trustee's and Engleyauthority shall continue beyond the Plantiteation date until all Trust assets have
been liquidated and distributed.

19.5 Amendment and Termination Procedures
The following procedural requirements shall goviie adoption of any amendment or termination (agt@je") of the Plan and Trust:
(a) The Company may adopt any Change by actiots dfdard of directors in accordance with its norpracedures.

(b) The Committee, if acting as Administrator ircaance with
Section 15.6, may adopt any Change within the sobjts authority provided under Section 19.1 amthie manner specified in Section 15.7

(@).

(c) Any Change must be (1) set forth in writingddB8) signed and dated by a corporate officer efGompany or, in the case of a Change
adopted by the Committee, at least one of its mesnbe

(d) If the effective date of any Change is not $petin the document setting forth the Changshill be effective as of the date it is signed
by the last person whose signature is requiredruridase (2) above, except to the extent that anatfiective date is necessary to maintain
the qualified status of the Plan and Trust undeteCsections 401(a) and 501(a).

(e) No Change shall become effective until it isegated and signed by the Trustee (which accepstmenot unreasonably be withheld).
19.6 Termination of Employer's Participation

Any Employer may, at any time and for any reasermtinate its Plan participation by action of itsalmbof directors in accordance with its
normal procedures. Written notice of such acticalldie signed and dated by a corporate officenefEmployer and delivered to the
Company. If the effective date of such action isspecified, it shall be effective on, or as sosmemsonably practicable after, the date of
delivery. Upon the Employer's request, the Compaay instruct the Trustee and Administrator to sfrall affected Accounts and
underlying assets into a separate qualified plateuwhich the Employer shall assume the powerdatids of the Company. Alternatively,
the Company may continue to maintain the Accountieuthe Plan.

19.7 Replacement of the Trustee

The Trustee may resign as Trustee under the P arst or may be removed by the Company at ang tipon at least 90 days written
notice (or less if agreed to by both parties).uatsevent, the Company shall appoint a succeasstetr by the end of the notice period. The
successor trustee shall then succeed to all thengsoand duties of the Trustee under the Plan anst.Tif no successor trustee has been n¢
by the end of the notice period, the Company'sf@hiecutive officer shall become the trustee, dreifor she declines, the Trustee may
petition the court for the appointment of a sucoeswsistee.

19.8 Final Settlement and Accounting of Trustee

(a) Final Settlement. As soon as administrativebsfble after its resignation or removal as TrysteeTrustee shall transfer to the successor
trustee all property currently held by the Trusbwéver, the Trustee is authorized to reserve sughaf money as it may deem advisable for
payment of its accounts and expenses in connegitbrthe settlement of its accounts or other feesxpenses payable by the Trust. Any
balance remaining after payment of such fees apdreses shall be paid to the successor tru



(b) Final Accounting. The Trustee shall provideralf accounting to the Administrator within 90 dayfshe date Trust assets are transferr
the successor trustee.

(c) Administrator Approval. Approval of the finateounting shall automatically occur 90 days aftehsaccounting has been received by the
Administrator, unless the Administrator files a tten objection with the Trustee within such timeipé. Such approval shall be final as to all
matters and transactions stated or shown thereiiuwing upon the Administrator.

APPENDIX A - MAPPING OF ACCOUNTS

CENTURY TELEPHONE ENT ERPRISES, INC. DOLLARS & SENSE PLAN AND TRUST
Predecessor Plan Name/  Date of Employee ESOP Employer Additional Discretionary  Prior
Name of Accounts Transfer Pre-Tax A fter-Tax Rollover Transfer Match Match Match Match

San Marcos Telephone

Company,Inc. and SM 07/01/93

Telecorp Companies

Retirement Plan: X

|X] Pre-Tax X

IX] After-Tax X

IX] Rollover X
|IX] Prior Match

PacifiCorp K Plus
Employee Savings Plan:1  01/10/98

IX] Pre-Tax X

IX] After-Tax X

IX] Rollover X

|X] Company Match 2 X

1 Account Names were provided by the recordkeeper and not specifically identified in plan document f or the PacifiCorp K
Plus Employee Savings Plan.

2 A former PacifiCorp K Plus Employee Savings Pla n participant's interest in the PacifiCorp K Plus E mployee Stock Ownership
Plan was liquidated and deposited to his or her Company Match Account under the plan prior to the date of transfer to the Plan.

APPENDIX B - INVESTMENT FUNDSAPPENDIX B - INVESTMEN T FUNDS
I. Investment Funds Available

The Investment Funds offered under the Plan aseoEffective Date include this set of daily valdedds:

Category Funds

Money Market Money Market
Income Bond Index
Balanced Asset Allocation
Equity Company Stock

Effective January 10, 1998 assets from the Padifi®Plus Employee Savings Plan shall be transfieiwehe Plan attributable to the acca
balances of certain participants thereunder whaf #se date of transfer are Participants in thenxP&ch assets shall include cash and
PacifiCorp Stock to the extent of each such paudici's investment in the "Company Stock Fund" usdeh plan. A PacifiCorp Stock Fund
shall be established under the Plan to hold susétasThe PacifiCorp Stock Fund shall be comprigdeacifiCorp Stock and sufficient
deposit or money market type assets to handledb#i®orp Stock Fund's liquidity and disbursemeaeds. A Participant's existing
investment in the PacifiCorp Stock Fund as of the @f transfer and earnings thereon may contiobe invested in the PacifiCorp Stock
Fund until the Participant directs otherwise ogaflier, the date the Fund is liquidated in acanoa with the direction of the Administrator.
The PacifiCorp Stock Fund is not otherwise desigthats available for investment by Participants emdiciaries.

Each Participant (or, in the event of the Partictsadeath, the Participant's Beneficiary) shalébttled to instruct the Trustee as to the vo



or tendering of any full or partial shares of P&irp Stock held on his or her behalf in the P&gifipp Stock Fund. Prior to such voting or
tendering of PacifiCorp Stock, each Participant ifcapplicable, Beneficiary) shall receive a cagiythe proxy solicitation or other material
relating to such vote or tender decision and a flmnthe Participant (or, if applicable, Benefiginto complete which confidentially instructs
the Trustee to vote or tender such shares in thmerandicated by the Participant (or, if appli@lBeneficiary). Upon receipt of such
instructions, the Trustee shall act with respediich shares as instructed.

With regard to shares for which the Trustee recene@voting or tendering instructions from Partits (or, if applicable, Beneficiaries), the
Administrator shall instruct the Trustee with resi® how to vote or tender such shares and thstd@ewshall act with respect to such shar
instructed.

Il. Default Investment Fund
The default Investment Fund as of the EffectiveeDathe Money Market Fund.
I1l. Accounts For Which Investment is Restricted

A Participant may direct the investment of his er ntire Account except for his or her Employertéhha Additional Match and Discretiong
Match Accounts, and except as otherwise providegeiction 7, which as of the Effective Date shallhested in the Company Stock Fund.

IV. Maximum Percentage Restrictions Applicable &rt@in Investment Funds

As of the Effective Date, there are no maximum eetage restrictions applicable to any InvestmentBu
APPENDIX C - PAYMENT OF PLAN FEES AND EXPENSES

As of the Effective Date, payment of Plan fees exppenses shall be as follows:

I. Investment Management Fees: These are paid ftigiPants in that management fees reduce the imes# return reported and credited to
Participants, except that the Employer shall payféies related to the Company Stock Fund and tbié®arp Stock Fund. These are paid by
the Employer on a quarterly basis.

Il. Recordkeeping Fees: These are paid by the Byaplon a quarterly basis, except that with regara Participant who is no longer an
Employee or a Beneficiary, these are paid by thédjzant and are assessed monthly and billed/cigitefrom Accounts quarterly.

lll. Loan Fees: A $3.50 per month fee is assesadddidled/collected quarterly from the Account afcd Participant who has an outstanding
loan balance, except with regard to a Participdrd has an outstanding loan balance attributatéeld@an transferred from the PacifiCorp K
Plus Employee Savings Plan.

IV. Investment Fund Election Changes: For eachdtmient Fund election change by a Participant, aeex of four changes per year, a $10
fee shall be assessed and billed/collected quaiterh the Participant's Account.

V. Periodic Installment Payment Fees: A $3.00 perck fee shall be assessed and billed/collectedeaglyafrom the Account of each
Participant for whom a check representing a petiotitallment payment is issued.

VI. Additional Fees Paid by Employer: All other Rleelated fees and expenses shall be paid by thpolzer. To the extent that the
Administrator later elects that any such fees dhmalborne by Participants, estimates of the feall Isd determined and reconciled, at least
annually, and the fees shall be assessed monttlpiied/collected from Accounts quarterly.

APPENDIX D - LOAN INTEREST RATE

As of the Effective Date, the interest rate chargedParticipant loans shall be equal to the priate published in The Wall Street Journal at
the time the loan is processed, plus 3%. If mudtjplime rates are published in The Wall Streetrmluthe prime rate selected shall be the
closest to the last prime rate used for this puey



Exhibit 10.1(c)
CENTURY TELEPHONE ENTERPRISES, INC.

DOLLARS & SENSE PLAN AND TRUST

ESTABLISHMENT OF MAXIMUM PRE-TAX
CONTRIBUTION PERCENTAGE

Pursuant to Section 3.4 of the Century Telephorierrises, Inc. Dollars & Sense Plan and Trustnthgimum Employee Pre-Tax
Contribution percentage for Participants is herettgnged to 12%, effective for as of the first payiqgd beginning on or about January 1,
1999.

Thus done and signed this 29th day of Decembe®.199

CENTURY TELEPHONE ENTERPRISES, INC.

By: /sl R Stewart Ew ng, Jr.
R Stewart Ewi ng, Jr.
Seni or Vice President and

Chi ef Financial Oficer



Exhibit 10.1(q)

CENTURY TELEPHONE ENTERPRISES, INC.
SUPPLEMENTAL DOLLARS & SENSE PLAN

1998 RESTATEMENT
I. Purpose of the Plan

This Supplemental Dollars & Sense Plan was estaliby Century Telephone Enterprises, Inc. (tharigany") and its subsidiaries and
designated affiliates to provide to certain seteahagement employees the opportunity to defer topasf their compensation in excess of
the deferrals permissible under the terms of the&t@yg Telephone Enterprises, Inc. Dollars & Sensaé Rnd Trust (the "Dollars & Sense
Plan") maintained by the Company and to allow tbenfany to make matching contributions based on dafdrrals in excess of those
permissible under such plan. This Plan is not iéeinto constitute a qualified plan under Sectiob(dpof the Internal Revenue Code of 1¢
as amended (the "Code"), and is designed to begbfeom the participation, vesting, funding anduiidary responsibility rules of the
Employee Retirement Income Security Act of 1974amended ("ERISA").

I. Definitions
As used in this Plan, the following terms shall édve meanings indicated, unless the context oikerspecifies or requires:
2.01 "ACCOUNT" shall mean the account establishedkn this Plan in accordance with Section 4.01.

2.02 "ACCOUNT BALANCE", as of a given date, shakkan the fair market value of a Participant's Ac¢pas determined by the
Committee.

2.03 "BENEFICIARY" shall mean the person or persdesignated by the Participant to receive benafies the death of the Participant.
2.04 "BOARD OF DIRECTORS" shall mean not less thajuorum of the whole Board of Directors of the Qamy.

2.05 "COMMITTEE" shall mean three or more membédrthe Board of Directors of the Company as describeSection 11.01 of the Plan,
or the Board if no Committee has been appointed.

2.06 "DISABILITY" shall mean a condition which maka Participant unable to perform each of the ri@téuties of his regular occupation
where he is likely to remain thus incapacitatedtiomously and permanently.

2.07 "EFFECTIVE DATE" of this Plan shall mean tlirstfday of the first payroll period commencingamafter January 1, 1995. The
effective date of this Restatement shall meanitkeday of the first payroll period commencingamafter January 1, 1999.

2.08 "EMPLOYER" shall mean the Company, any Subsydihereof, and any affiliate designated by thenGany as a participating employ
under this Plan.

2.09 "EXCESS SALARY" shall mean the amount of atiegmant's compensation upon which the Particigam no longer make deferral
contributions under the Dollars & Sense Plan dubécapplication of either Code Section 401(a)@r7302(qg).

2.10 "INCENTIVE COMPENSATION" shall mean the stgofirtion of any amount awarded to a Participant utige Company's Key
Employee Incentive Compensation Program or othec@kve incentive compensation arrangement maiathlny the Company. The stock
portion of the award shall be considered Incenfifeenpensation in an amount equal to its cash eanvalt the time of conversion of the
award from cash to stock. A Participant's Incen@aepensation shall be determined on an annua basi shall, for purposes of this Plan,
be allocated to the year in which the award is paithe Participant.

2.11 "LEAVE OF ABSENCE" shall mean any extraordinabsence authorized by the Employer under the &yapk standard personnel
practices.

2.12 "NORMAL RETIREMENT AGE" shall mean age sixty€ (65).

2.13 "NORMAL RETIREMENT DATE" shall mean the firdaly of the month coincident with or next followiagParticipant's sixty-fifth
(65th) birthday.

2.14 "PARTICIPANT" shall mean any officer of the i@pany, any Subsidiary thereof, and any designdféidte, who is granted
participation in the Plan in accordance with thevisions of Article IIl.



2.15 "PLAN" shall mean the Century Telephone Enisgs, Inc. Supplemental Dollars & Sense Planpasnaled and restated herein.
2.16 "PLAN YEAR" shall mean the calendar year.

2.17 "SUBSIDIARY" shall mean any corporation in whithe Company owns, directly or indirectly througyiosidiaries, at least fifty percent
(50%) of the combined voting power of all classkéstock.

. Participation

3.01 Any officer who is either one of the key enyaes of the Employer in a position to contributeaemally to the continued growth and
future financial success of the Employer, or on®Wwhs made a significant contribution to the Emeftsyoperations, thereby meriting special
recognition, shall be eligible to participate paed the following requirements are met:

a. The officer is employed on a full-time basisthg Company, any Subsidiary thereof, or any desaghaffiliate;
b. The officer is compensated for full-time emplamhby a regular salary;
c. The coverage of the officer is duly approvedhsy Committee.

It is intended that participation in this Plan sl extended only to those officers who are membéa select group of management and
highly compensated employees, as determined bg dnemittee.

IV. Accounts and Investments

4.01 An Account shall be established on behalfasheParticipant who receives an allocation purst@mAiticle VI hereof. Each Participant's
Account shall be credited with such allocation, aadhings and gains on his Account Balance, andilshaebited with distributions, losses,
and any expenses properly chargeable thereto.

4.02 Each Participant shall have the same rights r@spect to investment of amounts in his Acctnameunder as are available from time to
time under the Dollars & Sense Plan, as to perbissnvestment funds, except as provided belowestment in the Century Stock Fund and
the Stagecoach Bond Index Fund will not be avasdlaisider the Plan. The investment rights of eactidfant hereunder shall extend to alll
amounts in his Account, including deferral conttibns and matching contributions.

4.03 The Accounts of Participants in the Plan dhaltevalued as of the last day of each calendatep and each Participant shall be
furnished with a statement of his Account, in staim as the Committee shall determine, within soaable period of time after the end of
each quarter.

V. Participant Salary Deferrals

5.01 Each Participant shall make separate writetiens, prior to the first day of each Plan Yéar as to Participants who first become
Participants as of a day other than January 1t trisuch date) to defer a portion of his (i) Excx8slary and/or (ii) Incentive Compensation.
The amount of allowable deferral pursuant to eddheParticipant's elections shall be a whole @atage, not to exceed twelve percent
(12%). An election to defer Excess Salary shalljgte for a deferral to be made from each paychAokelection to defer Incentive
Compensation shall provide for a deferral to be enfadim the bonus check representing the cash posfisuch award.

5.02 Any agreement made under the terms of Sebtlihshall be irrevocable until the succeeding dan, except that a salary deferral
election under the terms of this Plan may be chéjngmended or suspended at the same time and sathe manner as elections under the
Dollars & Sense Plan.

5.03 If a Participant does not make new electionsfsucceeding Plan Year under Section 5.01|édsiens in effect for the current Plan
Year shall be deemed to continue in force and e#edf made for such succeeding Plan Year.

VI. Allocations to Participant's Accounts

6.01 The Employer shall allocate to each Partidipakccount the amount of Excess Salary and/omtiee Compensation deferred by such
Participant pursuant to an election made underi@ebtO1. The allocation hereunder shall be mad# #%e date of the paycheck or bonus
check to which the deferral by the Participantteda

6.02 The Employer shall allocate a matching couatidn to each Participant's Account under this Rlach Plan Year equal to the total
matching percentage (including matching and adwtionatching contributions) for the year providgdive Dollars & Sense Plan multiplied
by the Participant's deferrals under this Planimeixcess of six percent (6%) of the Participaksess Salary and/or Incentive Compense
applied to each separate



VII. Vesting of Account

7.01 A Participant's Account Balance shall be fulbgted at all times.

VIIl. Time of Payment and Beneficiaries

8.01 Except as provided in Section 8.02, a Paditip Account Balance is payable upon terminatfoenmployment.

8.02 Payment of the Account Balance of a deceasgitipant shall commence within ninety (90) daiterehis death, and shall be made to
his beneficiary designated on a form provided tahspurpose by the Plan Administrator. If the Rgstint fails to designate a beneficiary, his
Account Balance shall be payable to his survivipguse or, if none, to his surviving child or chddr(or legal representative of any minor
child or child who has been declared incompeteimaapable of handling his affairs) in equal shafig®e Account Balance of a Participant
who dies leaving no spouse or children shall bd fmhis estate.

IX. Form of Benefit Payment
9.01 The normal form of payment of a ParticipaAtsount Balance is a lump sum cash payment.

9.02 A Participant may, prior to termination of doyment, elect to receive payment of his AccountaBee in monthly, quarterly, or annual
cash installments of approximately equal amountsr a period not to exceed ten
(10) years.

X. Additional Restrictions on Benefit Payments

10.01 In no event will there be a duplication ofibfits payable under the Plan because of employmentore than one participating
Employer.

XI. Administration and Interpretation

11.01 The Plan shall be administered by the BoaRirectors of the Company through a Committee \utghall consist of three or more
members of such Board. No individual who is or é&sr been a member of the Committee shall be &igibbe designated as a participar
receive payments under this Plan. The Committek Iséree full power and authority to interpret arghanister the Plan and, subject to the
provisions herein set forth, to prescribe, amerdirascind rules and regulations and make all athggrminations necessary or desirable for
the administration of the Plan. The Board may ftome to time appoint additional members of the Catiaa or remove members and
appoint new members in substitution for those mnestly appointed and to fill vacancies however cduse

11.02 The decision of the Committee relating to gugstion concerning or involving the interpretat@ administration of the Plan shall be
final and conclusive, and nothing in the Plan shaldeemed to give any employee any right to ppaiie in the Plan, except to such extent, if
any, as the Committee may have determined or apgrpursuant to the provisions of the Plan.

Xll. Nature of the Plan

12.01 Benefits under the Plan shall generally bapie by the Company from its own funds, and suatefits shall not (i) impose any
obligation upon the trust(s) of the other emplolgerefit programs of the Company; (ii) be paid fremeh trust(s); nor (iii) have any effect
whatsoever upon the amount or payment of bendfitiguthe other employee benefit programs of the fgzom. Participants have only an
unsecured right to receive benefits under the ftan the Company as general creditors of the Comptine Company may deposit amounts
in a trust established by the Company for the psepaf funding the Company's obligations under tha.FParticipants and their beneficiaries,
however, have no secured interest or special diaithe assets of such trust, and the assets afuieshall be subject to the payment of cle

of general creditors of the Company upon the irsmty or bankruptcy of the Company, as providedénttust.

XIll. Employment Relationship

13.01 An employee shall be considered to be irethployment of the Employer as long as he remairengployee of either the Company,
any Subsidiary of the Company, any designatedattfil or any corporation to which substantiallyadlthe assets and business of any of such
entities are transferred. Nothing in the adoptibthis Plan nor the designation of any Participstrall confer on any employee the right to
continued employment by the Employer, or affecry way the right of the Employer to terminatedmnsployment at any time. Any question
as to whether and when there has been a terminait@mm employee's employment, and the cause, notiother circumstances of such
termination, shall be determined by the Board, isxdetermination shall be final.

XIV. Amendment and Termination of Plan

14.01 The Board of Directors of the Company irsdke discretion may terminate the Plan at any time shall have the right to alter or
amend the Plan or any part thereof from time tetiexcept that the Board of Directors shall naniaate the Plan or make any alteratior



amendment thereto which would impair the righta &farticipant previously accrued.
XV. Binding Effect

15.01 This Plan shall be binding on the Compangh &ubsidiary and any designated affiliate, thesssors and assigns thereof, and any
entity to which substantially all of the assetduosiness of the Company, a Subsidiary, or a detsdradfiliate are transferred.

XVI. Reimbursement of Participants

16.01 The Company shall reimburse any Participartbeneficiary thereof, for all expenses, includatprney's fees, actually and reasonably
incurred by the Participant or beneficiary in amgqeeding to enforce any of his rights under thésm P

XVII. Construction

17.01 The masculine gender, where appearing iPldre, shall be deemed to include the feminine gerashel the singular may indicate the
plural, unless the context clearly indicates thetiayy. The words "hereof", "herein", "hereundemdather similar compounds of the word
"here" shall, unless otherwise specifically statedan and refer to the entire Plan, not to anyiquéar provision or Section. Article and
Section headings are included for conveniencefefeace and are not intended to add to, or subfiract, the terms of the Plan.

IN WITNESS WHEREOF, Century Telephone Enterprides, has executed this Plan this 29th day of Deeeni998.

ATTEST: CENTURY TELEPHONE ENTERPRI SES, | NC.
/'s/ Linda Vaughn By: /s/ R Stewart Ewi ng, Jr.

R Stewart Ewi ng, Jr.
Seni or Vice President and

Chi ef Financial Oficer



Exhibit 10.1(y)
CENTURY TELEPHONE ENTERPRISES, INC.
SUPPLEMENTAL DEFINED BENEFIT PLAN

I. Purpose of the Plan

This Supplemental Defined Benefit Plan (the "Plas'ihtended to provide Century Telephone Enteegtisnc. (the "Company") and its
subsidiaries a method for attracting and retaikieygemployees; to provide a method for recognitiregcontributions of such personnel; and
to promote executive and managerial flexibilityersby advancing the interests of the Company amtdckholders. In addition, the Plan is
intended to provide to a select group of managemeathighly compensated employees a more adecpuakdf retirement benefits in
combination with the Company's general retiremeaggam. The Plan is not intended to constituteaifigd plan under Section 401(a) of 1
Internal Revenue Code of 1986, as amended (the€'Q,aahd is designed to be exempt from the pa#dtap, vesting, funding and fiduciary
responsibility rules of the Employee Retiremenbime Security Act of 1974, as amended ("ERISA").

II. Definitions
As used in this Plan, the following terms shall éidive meanings indicated, unless the context oitkerspecifies or requires:

2.01 "ACTUARIAL EQUIVALENT" shall mean the amounf pension of a different type or payable at a ddfé age that has the same value
as computed by the Actuary on the same basis apriscribed in Section 10.09 of the CenturyTeir@etent Plan.

2.02 "BENEFIT YEARS" shall mean years of servicelfenefit accrual purposes as determined underdde206 of the CenturyTel
Retirement Plan.

2.03 "BOARD OF DIRECTORS" shall mean not less thajuorum of the whole Board of Directors of Centligfephone Enterprises, Inc.

2.04 "CHANGE IN CONTROL" shall mean the occurren¢any of the following

(i) the acquisition by any "person” (as such tesmded in Section 13(d) and 14(d) of the Securitiahange Act of 1934 (the "Exchange
Act")), other than the Company or any employee bepkan or related trust or affiliate of the Comrmyaor its subsidiaries, of beneficial
ownership (as defined in Rule 13d-3 promulgateceutite Exchange Act), directly or indirectly, otadties of the Company representing
30% or more of the combined voting power of the @any's then outstanding securities entitled to geteerally in the election of directors,
but not including any acquisition directly from tB®@mpany; (ii) the consummation of a merger, cadatibn, reorganization, share exchai
or sale or other disposition of all or substanjialll of the assets of the Company unless, immelyidihereafter, at least 50% of the
outstanding voting power of the surviving or sustgorporation, or, if applicable, the parent campthereof (the "Surviving Company"),
are owned by the Company's shareholders immediptily to such time, at least a majority of theedtors of the Surviving Company were
directors of the Company at the time such transaatias approved, and no person or entity (excludimgemployee benefit plan or related
trust of the Company or the Surviving Company amg @erson or entity that was a shareholder of the@any immediately prior to such
time) beneficially owns 20% or more of the outsiagd/oting power of the Surviving Company; (iii) iug any period of two consecutive
years, individuals who at the beginning of suchiqibconstitute the Board of Directors of the Compaease for any reason to constitut
least a majority thereof, unless the election ahedirector who was not a director at the beginmhguch period shall have been approved in
advance by directors representing at least twaldtorf the directors then in office who were direstat the beginning of the period; or (iv) the
approval by the Company's shareholders of a compitptidation or dissolution of the Company.

2.05 "COMMITTEE" shall mean three or more membédrthe Board of Directors as described in Sectiof®1®f the Plan, or the Board if no
Committee has been appointed.

2.06 "COMPANY" shall mean Century Telephone Entisgs, Inc., any Subsidiary thereof, and any afélidesignated by the Company as a
participating employer under this Plan.

2.07 "EFFECTIVE DATE" of this Plan shall be Janu&ri999.

2.08 "EMPLOYER" shall mean Century Telephone Ermisgs, Inc., any Subsidiary thereof, and any at#lidesignated by the Company as a
participating employer under this Plan.

2.09 "FINAL AVERAGE PAY" shall mean a participan#iserage monthly compensation as determined uret#iof 6.02-3 of the
CenturyTel Retirement Plan, without taking into @aat the limitation contained in Section 6.02-4{ereof.

2.10 "NORMAL RETIREMENT DATE" shall mean the firday of the month coincident with or next followiagParticipant's 65th birthday.

2.11 "PARTICIPANT" shall mean any officer of the Bloyer who is granted participation in the Plamatordance with the provisions of
Atrticle Il1.

2.12 "PLAN" shall mean the Century Telephone Entegs, Inc. Supplemental Defined Benefit Pl



2.13 "SOCIAL SECURITY COVERED COMPENSATION" shallean the amount determined pursuant to Section Bdfzhe CenturyTel
Retirement Plan.

2.14 "SUBSIDIARY" shall mean any corporation in wiithe Company owns, directly or indirectly througgyibsidiaries, at least fifty percent
(50%) of the combined voting power of all classkéstock.

. Participation

Any officer who is either one of the key employeéshe Company in a position to contribute matéyitd the continued growth and future
financial success of the Company, or one who hakerassignificant contribution to the Company's agiens, thereby meriting special
recognition, shall be eligible to participate pied the following requirements are met:

a. The officer is employed on a full-time basis@sntury Telephone Enterprises, Inc., any Subsidlayeof, or any affiliate designated by
the Company as a participating employer underRlas.

b. The officer is compensated for full-time emplamhby a regular salary;
c. The coverage of the officer is duly approvedhsy Committee.

It is intended that participation in this Plan sl extended only to those officers who are membéa select group of management and
highly compensated employees, as determined bg ¢themittee.

IV. Normal Retirement

4.01 The monthly retirement benefit payable to di€pant on his Normal Retirement Date shall be ¢lxcess of an amount determined
pursuant to Section 6.02 of the CenturyTel Retimenfan, computed without taking into account fhathtion contained in Section 6.0e)
thereof, over the amount so determined takingactmunt such limitation.

V. Late Retirement

5.01 If a Participant remains employed beyond lasnal Retirement Date, his late retirement datévélthe first day of the month
coincident with or next following his actual dateretirement.

5.02 A Participant's late retirement benefit shallthe excess of an amount determined pursuarciio8 6.04 of the CenturyTel Retirement
Plan, computed without taking into account the tatidn contained in Section 6.02-4(e) thereof, dlieramount so determined taking into
account such limitation.

VI. Early Retirement

6.01 A Participant who has attained age 55, and lasocompleted 5 or more Years of Service, istdidior early retirement. An eligible
Participant's early retirement date is the first dithe month coincident with or next followingetidate he terminates employment.

6.02 A Participant's early retirement benefit shallthe excess of an amount determined pursu&wgdtion 6.03 of the CenturyTel Retirem
Plan, computed without taking into account the tatidn contained in Section 6.02-4(e) thereof, dlieramount so determined taking into
account such limitation, payable at such time asdPtrticipant elects pursuant to Section 6.03#®fCenturyTel Retirement Plan.

6.03 A Participant may elect to receive his eaglirement benefit prior to Normal Retirement Datewhich event the benefit payable will be
reduced according to the schedules contained itidbe®.03-1 of the CenturyTel Retirement Plan.

VII. Disability

7.01 A Participant who becomes disabled, as detemininder Section 6.12-2 of the CenturyTel Retirgr®¢an, prior to retirement or
termination of service will be entitled to a didéhibenefit equal to the excess of an amount deieed pursuant to Section 6.12 of the
CenturyTel Retirement Plan, computed without takirig account the limitation contained in SectioB264(e) thereof, over the amount so
determined taking into account such limitation.

7.02 A Participant's disability benefit will comnmnat his Normal Retirement Date.
VIIl. Death Benefit for Spouse

8.01 Upon the death of a Participant who meetsdfeirements set forth in Section 6.11-1 of thet@gel Retirement Plan, the spouse of
the Participant will be entitled to receive a deaginefit determined in accordance with Section .£



8.02 The monthly death benefit payable to the spafis Participant shall be the excess of an amietermined pursuant to Section 6.11 of
the CenturyTel Retirement Plan, computed withokintginto account the limitation contained in Sent6.02-4(e) thereof, over the amount
so determined taking into account such limitation.

8.03 The death benefit shall be paid to the sungiepouse at such time and in such form as presthip Sections 6.11-2 through 6.11-4 of
the CenturyTel Retirement Plan.

8.04 If a Participant has no surviving spouse atdte of his or her death, no death benefit &iggiaid under this Plan.
IX. Reemployment after Retirement

If a Participant retires and commences receivingebts under the Plan, and is later rehired byGbenpany, benefit payments shall be
withheld and shall recommence in accordance witti@e 6.13 of the CenturyTel Retirement Plan.

X. Termination of Service; Change in Control
10.01 If a Participant terminates service priodéath, disability or retirement, he shall be esditbnly to vested accrued benefits at the tin
termination and shall be vested in accrued benefigcordance with the following schedule:

Years of Service Vested %
less than 5 0%
5 or more 100%

10.02 A Participant's vested Accrued Benefit sbalequal to the excess of an amount determinediantrso Sections 7.02 through 7.04 of
the CenturyTel Retirement Plan, computed withokintginto account the limitation contained in Sent6.02-4(e) thereof, over the amount
so determined without taking into account suchtitimn. The amount so determined shall be payaltled manner prescribed in Sections
7.02 through 7.04 of the CenturyTel Retirement Péandl forfeitures of nonvested benefits shall ermeined pursuant to Section 7.04 of the
CenturyTel Retirement Plan.

10.03 (a) Notwithstanding anything to the contriaryhis Plan or in any applicable law or regulatiapon the earlier of (i) the occurrence of a
Change in Control, (ii) the date that any persoardity submits an offer or proposal to the Comptinat results in or leads to a Change in
Control (whether by such person or any other pdrsofiii) the date of the public announcement @tenge in Control or an offer, proposal
or proxy solicitation that results in or leads t€laange in Control (whether by the person or emtiking such announcement or any other
person) (the earliest of such dates being hereinedferred to as the "Effective Date"), the AccriBenefit of each Participant (other than any
Participant whose service as an employee was tatedmrior to full vesting of his Accrued Benefitder Section 10.01) and the benefits
conferred under this Section shall automaticallgt\aand thereafter may not be adversely affecteshynmatter without the prior written
consent of the Participant. Notwithstanding anyghimthe contrary in this Plan, upon the occurresfce Change in Control any Participant
who is then employed by Century or its subsidiafiéstive Participants") shall have an irrevocabght to receive, and the Company shal
irrevocably obligated to pay, a lump sum cash payrirean amount determined pursuant to this Sedtittre Company or its successor,
during a period commencing upon the Effective ate ending on the third anniversary of the occueesf the Change in Control, (i)
terminates the Active Participant's employmeny,réduces the Active Participant's salary in effeghediately prior to the Effective Date,

(iii) diminishes the Active Participant's dutiessponsibilities or position in the management ef@ompany or (iv) requires the Active
Participant to relocate involuntarily to an offioatside of the city in which he performed his seegi for the Company immediately prior to
the Effective Date (each such action being refetoegs an "Effective Termination"). The lump sunsltpayment payable to Active
Participants under this

Section (the "Lump Sum Payment") shall be paidnendate of Effective Termination or as soon théegafs is administratively feasible.

(b) The amount of each Lump Sum Payment shall lerméned as follows:

(i) With respect to any Active Participant who eafyjiving effect to the terms of subsection (b)@e)ow, is eligible as of the date of Effective
Termination to receive benefits under Articles IMbof this Plan, the Lump Sum Payment shall edgo@lPresent Value (as defined below
the stream of payments to which such participantldvbave otherwise been entitled to receive imntetfiaipon Effective Termination in
accordance with Articles IV or V of this Plan (assng such benefits are paid in the form of a lifetiannuity), based upon such participant's
Final Average Pay, Social Security Covered Comg@msand Benefit Years as of the date of Effecfieemination, without giving effect to
any salary reductions that gave rise to such Bffediermination, but after giving effect to thertex of subsection (b)(iv) below.

(i) With respect to any Active Participant whoteafgiving effect to the terms of subsection (B)felow, is not eligible as of the date of
Effective Termination to receive benefits underides IV, V or VI of this Plan, the Lump Sum Payrhshall equal the product of (A) the
Present Value, calculated as of age 65, of thamstie payments to which such participant would hatherwise been entitled to receive at
65 in accordance with the terms of this Plan bagethe same assumptions and terms set forth irestibs (b)(i) above, multiplied times (B)
such discount factor as is necessary to reducantoeint determined under subsection (b)(ii)(A) aboviés Present Value, it being underst
that in calculating such discount factor, no distahall be applied to reflect the possibility teath participant may die prior to attaining age
65.



(iiif) With respect to any Active Participant whdtex giving effect to the terms of subsection (b)felow, is eligible as of the date of
Effective Termination to receive benefits underidet VI of the Plan, the Lump Sum Payment shalladue greater of (A) the Present Value
of the stream of payments to which such participemild have otherwise been entitled to receive idiately upon Effective Termination in
accordance with Article VI of this Plan, based uploe assumptions and terms set forth in subse(igr above, or (B) the Present Value,
calculated as of age 65, of the stream of payntenthich such participant would otherwise be egtitto receive at age 65 in accordance
this Plan, determined in the same manner and dubjéice same assumptions and terms set forthasestion (b)(ii) above.

(iv) In calculating the Lump Sum Payment due to Aative Participant under this Section, the numtifeyears of Benefit Years of the Active
Participant shall be deemed to equal the numbgearfs determinable under the other sections oftais plus three years and the Active
Participant's age shall be deemed to equal hiskate plus three years; provided, however, thabievent shall the provisions of this
subsection be applicable if the application themtifreduce the Active Participant's Lump Sum Paytfrom the amount that would
otherwise be payable with the addition of less titmee years of service, age or both.

(v) As used in this Section with respect to any antpthe "Present Value" of such amount shall nitbardiscounted value of such amount
that is determined by making customary presentevahiiculations in accordance with generally acakptduarial principles, provided that (
the discount interest rate applied in connecti@ndtvith shall equal the interest rate quoted byBlleemberg Municipal AAA General
Obligation 5-Year Index (as of the close of busines the first business day of the calendar quartehich such present value calculations
are made) or, in the event such index is no lopgetished, any similar index for comparable muratigecurities and (B) the mortality table
applied in connection therewith shall be the mastadble prescribed by the Commissioner of InteRevenue under Section 417(e)(3)(A)(ii)
() of the Internal Revenue Code or any succesduetprescribed by such organization.

(c) Notwithstanding anything to the contrary instRilan, upon the sooner of the occurrence of a gghanControl or the approval by the
Board of Directors of the Company of any Chang€amtrol, the Company shall promptly consult witltle&articipant who has already
begun to receive periodic payments under this PRatired Participants”) and, following such coratibns, the Company shall have the
option with respect to each Retired Participar({f)toonfirm in writing its obligation to continu®tprovide to such Retired Participant all
benefits hereunder in the same manner provided farithe Change in Control or (i) make a lump stash payment in an amount equal to
the Present Value of the participant's future streépayments which would otherwise be payable utide Plan. If the Company elects to
furnish any Retired Participant with a lump sumhcpayment, the Company shall offer to assist saetigipant in purchasing at such
participant's cost an annuity for the benefit aftsparticipant.

(d) Notwithstanding anything to the contrary instiilan, upon the occurrence of Change in Contngl Rarticipant (other than a Retired
Participant) who is then a former employee of Cgntr its subsidiaries whose Accrued Benefit istedsainder Section 10.01 ("Inactive
Participants") shall have an irrevocable and unitmmal right to receive, and the Company shallrbevocably and unconditionally obligated
to pay, a lump sum payment in an amount determiméue manner provided in subsection (b)(ii) or

(iii), as applicable; provided, however, that nadtive Participant will be entitled to the benefifssubsection (b)(iv).

Xl. Form of Benefit Payment

11.01 The normal form of benefit payment is a mbnlifetime annuity, payable in accordance with @empany's standard payroll practices,
with payments commencing as of the first day ofrttenth following the month in which the distribukalevent occurs.

11.02 A Participant may, prior to commencementarfipipation in the Plan, elect an optional fornpafyment which is the Actuarial
Equivalent of a Participant's basic monthly pensamfollows:

Option 1: A reduced monthly pension payable forltfetime of the Participant with a minimum of sp¢60) monthly payments guaranteed.

Option 2: A reduced monthly pension payable forlitetime of the Participant with a minimum of ohandred twenty (120) monthly
payments guaranteed.

Option 3: A reduced monthly pension payable forlitetime of the Participant with a minimum of ohandred eighty (180) monthly
payments guaranteed.

Option 4: A reduced monthly pension, payable toRbeicipant for the life of the Participant, withonthly payments of one-half (1/2) the
reduced amount that was payable monthly to thedjzaht payable after the Participant's deathlierlife of the Participant's spouse.

Option 5: A reduced monthly pension payable toRBeicipant for the life of the Participant, withduced monthly payments of two thirds ()
of the reduced amount that was payable monthlggdParticipant payable after the Participant'stdéatthe life of the Participant's spouse.

Option 6: A reduced monthly pension payable toRheticipant for the life of the Participant, withduced monthly payments of three fourths
(3/4) of the reduced amount that was payable mpththe Participant payable after the Particigaté¢ath for the life of the Participant's
spouse.

Option 7: A reduced monthly pension payable toRbeicipant for the life of the Participant, withetsame monthly pension payable after the
Participant's death for the life of the Participaspouse



11.03 If a Participant does not elect an optionaifof benefit payment under Section 11.02 prichedcommencement of participation in the
Plan, such Participant's benefits shall be paitiémormal form provided in Section 11.01.

XIl. Additional Restrictions on Benefit Payments
In no event will there be a duplication of benefit/able under the Plan because of employment bbg than one participating Employer.
XIll. Administration and Interpretation

13.01 The Plan shall be administered by the Bo&Rirectors through a Committee which shall conefsthree or more members of the
Board of Directors of the Company. No individualamls or has ever been a member of the Committdelshaligible to be designated as a
participant or receive payments under this Pla Chmmittee shall have full power and authoritynterpret and administer the Plan and,
subject to the provisions herein set forth, to gribg, amend and rescind rules and regulationsraic all other determinations necessary or
desirable for the administration of the Plan. Tloa8 may from time to time appoint additional mensla the Committee or remove
members and appoint new members in substitutiothfise previously appointed and to fill vacancieséver caused.

13.02 The decision of the Committee relating to gagstion concerning or involving the interpretat@ administration of the Plan shall be
final and conclusive, and nothing in the Plan shaltleemed to give any employee any right to ppatie in the Plan, except to such extent, if
any, as the Committee may have determined or apfdrpursuant to the provisions of the Plan.

XIV. Nature of the Plan

Benefits under the Plan shall generally be paybpldhe Company from its own funds, and such bessfill not (i) impose any obligation
upon the trust(s) of the other employee benefigms of the Company; (ii) be paid from such tig)stior (iii) have any effect whatsoever
upon the amount or payment of benefits under theramployee benefit programs of the Company. ¢¥paints have only an unsecured right
to receive benefits under the Plan from the Com@angeneral creditors of the Company. The Compaaydeposit amounts in a trust
established by the Company for the purpose of fumthie Company's obligations under the Plan. Rpatits and their beneficiaries, howe
have no secured interest or special claim to teeta®f the trust, and the assets of the trusklsbaubject to the payment of claims of general
creditors of the Company upon the insolvency okbaptcy of the Company, as provided in the trust.

XV. Employment Relationship

An employee shall be considered to be in the enmpémt of the Company and its subsidiaries as lorfgeagmains an employee of either the
Company, any Subsidiary of the Company, or any@@tjon to which substantially all of the assetd basiness of the Company are
transferred. Nothing in the adoption of this Plan the designation of any Participant shall confeany employee the right to continued
employment by the Company or a Subsidiary of themm@any, or affect in any way the right of the Compansuch Subsidiary to terminate
his employment at any time. Any question as to twieaind when there has been a termination of atogegis employment, and the cause,
notice or other circumstances of such terminasbia)l be determined by the Board, and its detertioinahall be final.

XVI. Amendment and Termination of Plan

The Board of Directors of the Company in its sakektion may terminate the Plan at any time, dradl fiave the right to alter or amend the
Plan or any part thereof from time to time, exdbjpt the Board of Directors shall not terminate Ftfien or make any alteration or amendment
thereto which would impair any rights or benefitsadParticipant previously accrued.

This Plan shall be binding on the Company, eacltsifidry, and any affiliate designated by the Conypasa participating employer under
this Plan, the successors and assigns thereofrgndntity to which substantially all of the assatbusiness of the Company, a Subsidian
a participating affiliate are transferred.

XVIII. Reimbursement to Participants

The Company shall reimburse any Participant, oebeiary thereof, for all expenses, including atiy's fees, actually and reasonably
incurred by the Participant or beneficiary in amggeeding to enforce any of their rights under Ban.

XIX. Construction

The masculine gender, where appearing in the Blaail be deemed to include the feminine gender tlamdingular may indicate the plural,
unless the context clearly indicates the contréihe words "hereof", "herein”, "hereunder" and otierilar compounds of the word "here"
shall, unless otherwise specifically stated, meahrafer to the entire Plan, not to any particplavision or Section. Article and Section

headings are included for convenience of referamckare not intended to add to, or subtract frowa térms of the Plan.

IN WITNESS WHEREOF, Century Telephone Enterprises, has executed this Plan in its corporate namddta corporate seal to be
hereunto affixed this 31st day of December, 1!



ATTEST: CENTURY TELEPHONE ENTERPRI SES, | NC.
/'s/ Linda Vaughn By: /s/ R Stewart Ewi ng, Jr.
----------------- R Stewart Ewi ng, Jr.

Seni or Vice President and

Chi ef Financial Oficer
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CENTURYTEL
RETIREMENT PLAN
1999 RESTATEMENT

January 1, 1999

(As Amended And Restated)

Century Telephone Enterprises, Inc.
100 Century Park Boulevard
Monroe, LA 71203 Company

The Company maintains this Retirement Plan, forynibsd Pacific Telecom Retirement Plan, most regaettated effective January 1, 1990.
The Plan exists for the exclusive benefit of eligibmployees and is intended to comply with Sestié®l and 501 of the Internal Revenue
Code and applicable regulations.

To change the sponsoring employer of the Plan lameshame of the Plan, to make conforming changeedadinate the Plan with other plans
maintained by the Company, and to comply with ottfenges in applicable law and regulations, the @@ adopts this document as a
complete amendment and restatement of the Plareampsly in effect (the Prior Plan).

ARTICLE |
Effective Date; Qualification
1.01 Effective Date; Plan Year

1.01-1 The effective date of this Amendment and®ement is January 1, 1999, except as otherwieated herein with respect to specific
provisions hereof.

1.01-2 The rights of participants who do not haweiis of Service on or after January 1, 1999 anttieif beneficiaries are controlled by the
Prior Plan, and the right of all other participaatsl beneficiaries are controlled by this Amendnagrtt Restatement, except as follows:

(a) Service before January 1, 1976 that would beedarded due to a Break in Service rule of therPiian as in effect before that date shall
not be counted.

(b) Special increases in benefits payable to egiand beneficiaries under the Prior Plan shallyappetirees without an Hour of Service on
or after the effective date of the Prior Plan dmlrtbeneficiaries.

(c) The responsibilities of the Company and the @ttee and the procedures for applying for bengfitecessing claims and withholding
benefits on reemployment, as provided in this Anmeewlt and Restatement, shall apply to all partidgan

1.01-3 The Plan Year and limitation year shalltie dalendar year.
1.02 Qualification

If the Commissioner of Internal Revenue determihes this Amendment and Restatement does not gualifler Section 401(a) of the
Internal Revenue Code, the Company may amend #rerBiroactively to qualify



ARTICLE IIARTICLE 1l
Application to the Company and Affiliates
2.01 Eligible Employers
2.01-1 The Company has adopted and any affiligpecsed by the Company may adopt this Plan forritpleyees.
2.01-2 "Affiliate" means a corporation, person trey entity that is one of the following:

(&) A member, with an Employer, of a controlledgrander
Section 414(b) of the Internal Revenue Code.

(b) A member, with an Employer, of a group of trmde businesses under common control under Settié(ct) of the Internal Revenue Co
(c) A member, with an Employer, of an affiliated\dee group under Section 414(m) of the Internaléteie Code.

2.01-3 "Employer" means the Company and any adgjgiifiliate. This Plan is a single plan maintaifgdmultiple employers in which all of
the Plan assets are available to pay benefitdifpagicipants.

2.01-4 Employees of the following Affiliates aretradigible to participate in this Plan:
(a) Century Business Communications, Inc.

(b) Century Interactive Communications, Inc.

(c) CenturyTel Security Systems, Inc.

2.01-5 The Prior Plan was maintained for the beéé®mployees of Pacific Telecom, Inc. and itsliates. Pacific Telecom, Inc. was
previously the sponsoring "Company" of this Plafie@&ive January 1, 1999, Century Telephone Enteepr Inc. is the sponsoring
"Company" herein, and except as otherwise provid¢de Plan, employees of Century Telephone EnigggrInc. and its Affiliates are
eligible to participate in this Plan effective Janul, 1999.

2.02 Service for Affiliates
2.02-1 Transfer of employment from one Affiliateanother shall not constitute a termination of esypient.

2.02-2 Work for an Affiliate shall be counted as\&ee after the date of affiliation or an earliexte fixed by the Company in a statement of
adoption.

2.02-3 Except as provided below, Years of Serviadl e counted under Article Il during employmevith the Company or any Affiliate,
whether or not an Employer, and Benefit Years dialtounted under 3.06 during Service with an Eyggland during Service with a
nonadopting Affiliate if the obligation to pay bdite for such Affiliate Service is assumed fromlarpmaintained by the Affiliate. Benefit
Years shall be counted for Service with Centuryepabne Enterprises, Inc. or any Affiliate effectdanuary 1, 1999. An assumption of
benefit obligation shall be stated in writing by tBompany, filed with the Retirement Committee andounced to employees.

2.02-4 If a business is acquired by the Compargnohffiliate and not continued as a separate inm@ied entity, Service for employees of
the acquired business who become employees ofdhény or the acquiring Affiliate shall be counfesm their date of hire by the
Company or the Affiliate. Past service for the acepibusiness may be counted for eligibility or &##s from dates fixed by the Company,
filed with the Retirement Committee and announcedftected employees.

2.03 Adoption Procedure

An Affiliate may adopt this Plan by a statementiriting, signed by the Affiliate and approved by t@ompany. The statement shall include
the effective date of adoption and any special igioms that are to be applicable only to employefdke adopting Affiliate.

ARTICLE IHARTICLE 1l
Eligibility and Service

3.01 Conditions of Eligibility



3.01-1 Participation shall start the first of eamobnth for each person who satisfies all of theof@lhg conditions:

(a) Is a qualified employee of an Employer.
(b) Has completed one Year of Service.
(c) Is age 21 or over.

3.01-2 "Qualified employee" means any employee gixite following:
(a) An employee covered by a collective bargairsiggeement that does not provide for participatiothis Plan.
(b) A leased employee treated as an employee fmige purposes solely because of Section 414(thjeofnternal Revenue Code.

(c) A "casual employee" as categorized in Emplaygersonnel policies, including generally worketovare on call, have no regular
established work week and no fixed days or hoursark.

3.01-3 Every employee eligible to participate unttés Plan or having a vested accrued benefit $lsaknown as a participant. The
Committee shall furnish each participant with imfi@ation about the Plan and benefits under it.

3.02 Service

3.02-1 "Service Year" means:

(a) With respect to Service Years ending prioraouary 1, 1999:

(i) For eligibility under 3.01 and Break in Servigeder 3.03 - an Employment Year.
(i) For vesting under 7.01 - an Employment Year.

(iiif) For accrual of benefits - an Employment Year.

(b) With respect to Service Years commencing oafr January 1, 1999:;
(i) For eligibility under 3.01 - an Employment Year

(i) For Break in Service under 3.03 - a Plan Year.

(iiif) For vesting under 7.01 - a Plan Year.

(iv) For accrual of benefits - a Plan Year.

3.02-2 "Employment Year" means the twelve (12) rhqueriod starting on the date the employee firgiopes an Hour of Service or an
anniversary of that date.

3.02-3 "Year of Service" means the following:
(a) Each Service Year in which an employee hasOlgdGnore Hours of Service is a Year of Service.

(b) The 1,000-hour requirement shall be proratéth@rate of 2.7 hours per calendar day) for g year in which employment ends from
death or retirement.

3.02-4 "Hours" for determining Service means tHo¥aing:

(a) Hours, whether or not worked, for which thetiggrant is directly or indirectly paid or entitleéd payment.
(b) Regularly scheduled hours during leave of absemder 3.04 or layoff under 3.05.

(c) Hours covered by a back pay award or agreemegeydless of mitigation of damages, unless ajreadnted.

(d) Hours paid for at or after termination of empteent for unused vacation, holiday, sick leavealligty or jury duty.



3.02-5 The following shall apply to Hours of Servior periods not worked:

(&) Hours shall be computed and attributed to $erViears in accordance with Department of LaboriRgigpns Sections 2530.200b-2(b) and
(c).

(b) Regularly scheduled hours during periods odldiigy when the individual is receiving paymentsrh Employer or from an insurance
company under a policy maintained by Employer dhal€ounted to the extent covered by 6.12.

(c) Hours directly or indirectly paid for under 2:@d(a) do not include hours during periods in whachindividual receives payments solely
under workers' compensation or unemployment congtemslaws, regardless of the source of payment.

3.03 Break in Service
3.03-1 A Break in Service shall be determined dev:

(a) Subject to (b), a On¥ear Break in Service is a Service Year in whiclemployee who has terminated employment has nat than 50(
Hours of Service.

(b) Regardless of Hours of Service, an employeerattizecause of maternity or paternity shall notabse of such absence, have a One-Year
Break in Service until the second Service Yeaofelhg the Service Year in which the absence beginisject to (d) below.

(c) Absence because of "maternity or paternity” msean absence from Service because of one or rhdre following:
(1) Pregnancy.

(2) Birth of the employee's child or care followihith.

(3) Adoption of the employee's child or care follogradoption or placement for adoption.

(d) Paragraph (b) shall not apply unless the engddyrnishes timely information satisfactory to @@mmittee to establish both of the
following:

(1) That the absence was due to maternity or pagern
(2) The length of such absence.

3.03-2 Intermittent periods of Service shall beraggted until the participant has five consecufiveYear Breaks in Service. If such a Br
occurs and the employee has a later Year of SerSmwice before the Break will be counted only if:

(a) The employee had a vested interest before thakB
(b) The number of Years of Service before the Bisakeater than the number of consecutive One-Beaaks in Service.

3.03-3 If pre-Break Service is not counted undéB2, the person shall be treated as newly hiredny event, the first day of Service after
rehire shall start a new Employment Year.

3.04 Leaves of Absence
3.04-1 Leaves of absence during which regularlydaked Hours of Service accrue shall mean thevatig:

(a) Leave of absence authorized by Employer ifettmployee returns within the time prescribed by Ewet and otherwise fulfills all
conditions imposed by Employer.

(b) Absence because of disability under 6.12.
(c) Periods of military service if the employeeurets with employment rights protected by law.
3.04-2 In authorizing leaves of absence, Emplokall $reat all employees similarly situated alileerauch as possible.

3.04-3 If a person on leave fails to meet the cionk of the leave or fails to return to work whrequired, employment shall terminate and
accrual of Service shall stop as of the date theddegan unless the failure is due to death ivenetnt.



3.05 Layoff

3.05-1 Regularly scheduled Hours of Service shatee during layoff subject to the rules below. @&mployee shall be considered laid off if
separated from employment because of reductionmgdl@yer's work force.

3.05-2 An employee shall continue as laid off, vleetor not employed elsewhere, until one of thiofahg occurs:
(a) The employee retires, dies or resumes employatehe request of Employer.

(b) Employer notifies the employee that employntead been terminated.

(c) The employee elects to terminate employmenth®employee fails to report for work when readlle

(d) Twelve months have passed.

3.05-3 Termination of a layoff under 3.05-2(b),¢c)(d) shall be effective as of the date of theofay

3.06 Benefit Years

3.06-1 During a Year of Service, the following Hewrf Service shall be Benefit Hours:

(&) Hours on the payroll of Employer as a qualifeadployee.

(b) Hours during leave of absence that Employegrdgines, in its sole discretion, is primarily foetbenefit of Employer.
(c) Hours during military service under 3.04-1(c).

(d) Hours during disability for participants undef2-1(b).

3.06-2 For each Year of Service commencing pridia®8, a participant shall be credited with upne 8enefit Year calculated by dividing
Benefit Hours in the year by 2,080. For each Yd&@ayvice commencing in 1999 and thereafter, agpant shall be credited with one
Benefit Year if the participant completes 1000 arenBenefit Hours. For the 1998 Plan Year, eactligygant's benefit service shall be
determined pursuant to 3.07-4 below.

3.07 Short and Overlapping Computation Periods

3.07-1 For any short and/or overlapping computapieriod for vesting, break in service or benefitraal purpose which arises due to the
changes in Service Year under 3.02-1(b), the faligwules shall apply.

3.07-2 For vesting purposes, a participant whaeslited with 1000 Hours of Service in both the S ear commencing in 1998 and the
overlapping Service Year commencing January 1,584 be credited with two
(2) Years of Service for vesting purposes.

3.07-3 For Break in Service purposes, an employee lvas terminated employment will have a One-YaaaBin Service for each of the
Service Years commencing in 1998 and commencingpanary 1, 1999 if the employee has not more tB@r-®urs of Service in such
Service Years, respectively.

3.07-4 For benefit accrual purposes, a particishatl be credited with a pro-rata portion of a Hanéear for the Service Year commencing
in 1998 if the participant completes a pro-ratedipo of 1000 Hours of Service by December 31, 199& pro-rated portion of the 1000-
hour requirement shall be determined by multiplyimg number of calendar days between the partitgpamployment anniversary date and
December 31, 1998 times 2.7. Benefit Years shatldiermined based on the Plan Year commencing dafhu&999.

ARTICLE IVARTICLE IV
Plan AdministrationPlan Administration
4.01 Retirement Committee

4.01-1 The Plan shall be administered by a Retirr@emmittee of three or more persons appointethéyCompany. The Committee shall
have a chair chosen from among its members andrataey who need not be a member. Minutes shédtepé of all proceedings of the
Committee. The Committee may act at a meeting imajrity vote of a quorum present or without a rirggby action recorded in



memorandum signed by a majority of the members.afority of members shall constitute a quorum.

4.01-2 Any member of the Committee may resign onldys' notice to the Company, and the Company m@pve any Committee member
without showing cause. All vacancies on the Coneaithall be filled as soon as reasonably practc#d vacancy is not so filled, the
number of members shall be reduced by the vacdnutyyot below three. Until a new appointment is myate remaining members of the
Committee may act although less than a quorum.

4.01-3 The Trustee shall be given the names ararspe signatures of the Committee members, the elna the secretary. The Trustee shall
accept and rely on the names and signatures wntifiieal of a change.

4.01-4 Documents may be signed for the Committethéchair, the secretary or other persons degdriat the Committee.
4.02 Committee Powers and Duties

4.02-1 The Committee shall interpret the Plan,Idtesdide any questions about the rights of paricip and their beneficiaries and in general
shall administer the Plan. Any decision by the Cattam within its authority shall be final and bial parties. The Committee shall have
absolute discretion to carry out its responsileiiti

4.02-2 The Committee shall be the Plan administiander federal laws and regulations applicablelan administration and shall comply
with such laws and regulations. The secretary @ @bmmittee shall be the agent for service of peom the Plan at the Company's address.

4.02-3 The Committee shall keep records of alivai data about the rights of all persons undePtha. The Committee shall determine the
time, manner, amount and recipient of payment asms benefits and medical benefits and the Senfieay employee and instruct the
Trustee on distributions. Any person having anrggeunder the Plan may consult a member of then@itiee at any reasonable time.

4.02-4 The Committee shall allocate the assetseoPtan among investment pools created underudbedescribed in 5.04.

4.02-5 The Committee may delegate all or partoédministrative duties to one or more agents aayl netain advisors to assist it. The
Committee may consult with and rely upon the adwiceounsel who may be counsel for the Company.tmmittee shall retain an
enrolled actuary and an independent public accotfda the Plan on behalf of the Plan.

4.03 Claims Procedure

4.034 Any person claiming a pension benefit or mediealefit, requesting an interpretation or ruling enthe Plan or requesting informat
under the Plan shall present the request in writintpe chair of the Committee, who shall respandiiiting as soon as practicable.

4.03-2 If the claim or request is denied, the erithotice of denial shall state:

(a) The reasons for denial, with specific referetacthe Plan provisions on which the denial is bHase

(b) A description of any additional material oronmfhation required and an explanation of why itésessary.
(c) An explanation of the Plan's claim review pidwes.

4.03-3 Any person whose claim or request is deafagho has not received a response within thir@) (gys may request review by notice
given in writing to the chair of the Committee. T¢laim or request shall be reviewed by the Commjtieho may, but shall not be required
have the claimant appear before them. On reviesvgclimant may have representation, examine pettah@cuments and submit issues and
comments in writing.

4.03-4 The decision on review shall normally be enadthin sixty

(60) days. If an extension is required for a headnother special circumstances, the claimant Sleato notified and the time limit shall be
one hundred twenty (120) days. The decision skailhtwriting and shall state the reasons and tlewaat Plan provisions. All decisions on
review shall be final and bind all parties concelrne

4.04 Authority to Act for the Company or Employer

4.04-1 Except as provided in 4.04-2, all authooityhe Company or any Employer under this Planldieakxercised by the chief executive
officer of the corporation who may delegate alhay part of such authority.

4.042 The power to amend or terminate the Plan orrtoiteate the trust may be exercised only by the B@&mDirectors of the Company o
designated committee thereof, except as providdd¢-3.



4.04-3 The chief executive officer of the Compargyramend the Plan to make technical, administrativeditorial changes on advice of
counsel to comply with applicable law or to simpldr clarify the Plan.

4.04-4 The Board of Directors of the Company oaofEmployer shall have no administrative or investtauthority or function.
Membership on the Board shall not make a persatuaifiry with respect to the Plan.

4.05 Expenses.05 Expenses
4.05-1 Members of the Committee shall not be corsgid for services. The Committee shall be reingslfsr all expenses.
4.05-2 The Company may elect to pay any adminiggdtes or expenses. Otherwise the expenses aadliall be paid from the trust fund.
ARTICLE V
Funding
5.01 Funding Policy

The Committee shall establish the funding policgamsultation with the Plan actuary and be respba$or management of assets in the fund
as provided in 4.02-4. The funding policy shalldixninimum and maximum contribution for each year.

5.02 Contributions

5.02-1 Each Employer shall make contributions t®employees to fund pension benefits and may roaktibutions for its employees to
fund medical benefits. The amount and time of payrshall be determined in conformance with the foggolicy established by the
Committee.

5.02-2 An Employer may suspend or reduce continstin any year so long as the minimum requiremeintise funding policy are satisfied.
5.02-3 No contribution by employees shall be rezplior permitted.

5.02-4 Contributions are conditioned upon deduldiinder
Section 404 of the Internal Revenue Code. To thentxa deduction is disallowed, 10.10 shall apply.

5.03 Reports to Committee.03 Reports to Committee
Each Employer shall furnish the Committee any imfation requested by it for Plan administration andling review.
5.04 Trust Fund

5.04-1 Pension benefits and medical benefits utideiPlan shall be funded through the CenturyTeirBment Trust, established by
agreement between Century Telephone Enterprisesatl a Trustee. The Trustee shall receive Employ®tributions, hold the fund in
accordance with the trust agreement and distrithetgension benefits and medical benefits undeRtan as directed by the Committee.

5.04-2 All pension benefits and medical benefilidhe paid solely from the trust fund to the extidse fund is sufficient. If the fund is not
sufficient, the Trustee shall not be liable for thdunded pension benefits and medical benefits.

ARTICLE VIARTICLE VI
Retirement BenefitsRetirement Benefits
6.01 Eligibility; Retirement Dates

6.01-1 A person may retire with benefits under Blsn on termination of employment on or afterygarbrmal or deferred retirement date as
defined below.

6.01-2 Normal retirement date is age 65.
6.01-3 Early retirement date is any day after egarkd 5 Years of Service.

6.01-4 Deferred retirement date is any day after nometlement date



6.02 Normal Retirement Basic Benefit

6.02-1 Except as provided in 6.02-1A and subje&. @8, the basic benefit on normal retirement fpeeson retiring on or after January 1,
1990 is a monthly pension for the life of the pap@nt equal to the greater of:

(@) the sum of:

(i) Benefit Years (BY) as of December 31, 1998taijg maximum of thirty (30), times the sum of 1e8qent of Final Average Pay (FAP)
plus .65 percent of Final Average Pay in excesSaafial Security Covered Compensation (SSCC) agvisti

BY (up to 30) X ((1.3% X FAP) + (.65 X (FAP-SSCC)))and

(if) Benefit Years (BY) accrued after December B398, up to a maximum of thirty (30), taking intmcaunt Benefit Years under clause (i),
above, first in determining the thirty

(30) year maximum, times the sum of 0.50 percerfidl Average Pay plus 0.50 percent of Final AgerRay in excess of Social Security
Covered Compensation (SSCC) as follows:

BY (up to 30, taking into account benefit years em(), above, first) X ((0.50% X FAP) + (0.50% RAP - SSCQC))).
(b) the greatest early retirement benefit the pigidint could have received.

6.02-1A For participants covered by a collectivegiaining agreement which provides for participatiothis Plan, and subject to 6.06, the
basic benefit on normal retirement for a persomimgton or after January 1, 1990 is a monthly jp@m$or the life of the participant equal to
the greater of:

(a) Benefit Years (BY), up to a maximum of thirB0{, times the sum of 1.3 percent of Final AverBgg (FAP) plus .65 percent of Final
Average Pay in excess of Social Security Coverethfigmsation (SSCC) as follows:

BY (up to 30) X ((1.3% X FAP + (.65% X (FAP-SSCC)))
(b) the greatest early retirement benefit the pigi@int could have received.

6.02-1B If a participant either becomes coverea lopllective bargaining agreement which providepfoticipation in this Plan or ceases to
be so covered, the participant's basic benefit bealletermined by applying 6.02above to the time period during which the pgrtait is no
covered by a collective bargaining agreement whicivides for participation in this Plan, and 6.02-dbove shall apply to the time period
during which the participant is so covered. Inélvent a participant's basic benefit is determinsaeu both 6.02-1 and 6.02-1A for periods
within a single Plan year, the participant shall @ given duplicate credit under both 6.02-1 aif@@@A, but each such period shall be
counted only once in determining the participaodisic benefit.

6.02-2 "Benefit Year" is defined in 3.06-2.

6.02-3 "Final Average Pay" means the participant&rage monthly compensation in the sixty (60) eonsve calendar months of highest
compensation in the last 120 calendar months of@mpent with the Company or an affiliate. Monthgarated by a period when the
participant is not in such employment shall betadas consecutive. If a participant has fewer siaty (60) months of compensation, all
months shall be used.

6.02-4 "Compensation" means the sum of (a) andatjisted under
(c), (d), and (e):

(a) All nondeferred compensation reportable on Féfid except the following:

(1) Overtime or premium pay.

(2) Imputed income from expense reimbursementiogdrbenefits.

(3) Prizes and awards (such as employee recogriti@ands and safety awards).

(4) Payment for termination of employment (suchedsement bonuses, disability benefits and seeraay).

(5) Lon¢-term incentive compensatic



(b) Salary reduction amounts elected by the paditi under a qualified cash or deferred arrangenvemtcafeteria plan.

(c) During periods of reduced compensation becatisach causes as illness, disability or leavebskace, compensation shall be figured at
the last regular rate before the start of the perio

(d) Full-time equivalent pay shall be used for pasworking part time.

(e) The maximum amount of annual compensation takeraccount for any year for a participant sha&ll$150,000 plus any cost-of-living
adjustment authorized for the year by applicabdrilaions. For Plan Years beginning before Jantia@y®97, for purposes of this limit, the
following shall apply to any participant who is @ty compensated employee (as defined in IntdRealenue Code Section 414(q) and
related Treasury Regulations) and is either afimeent owner or one of the 10 highest paid empglsye

(1) The participant's compensation shall be aggegaith any compensation paid by Employer to thdigipant's spouse and to the
participant's lineal descendants under age 19.

(2) If the $150,000 limit is exceeded in the aggtegpay counted for each aggregated employeelshadiduced pro rata to stay within the
limit.

(f) The reduction in the maximum compensation cedntnder
(e) to $150,000 shall be made providing a partitipeth the greater of the following (formula wigxtended wear-away):

(1) The participant's benefit accrued under the BERof December 31, 1993 based on compensatitmthp maximum permitted amount of
compensation in each earlier year, plus the beaefitued on the basis of service after that dadeoarcompensation at the reduced level.

(2) The participant's benefit accrued on the bakservice before and after December 31, 1993 antcbmpensation at the reduced level.

(9) A bonus earned in one calendar year and pdiukifiollowing calendar year, including any bonaggn the year following employment
termination, shall be divided by the number of plagticipant's completed calendar months of emplayméth Employer during the year the
bonus was earned and the resulting amount treatsetaived in each of those months.

(h) A lump sum payment in lieu of an increase inebsalary shall not be treated as a bonus andkshatiunted as salary received one-twelfth
in each succeeding calendar month of employment.

6.02-5 "Social Security Covered Compensation" mélamsovered compensation amount for a persontiviparticipant's Social Security
retirement age, as determined in accordance witlicgble regulations. The Committee may, in itsccision, use a table of Social Security
Covered Compensation published by the Internal Re¥&ervice with rounded amounts.

6.026 If an employee becomes entitled to workers' caragion benefits for disability, the normal retiremh basic benefit shall be reducec
follows:

(a) Each monthly benefit shall be reduced by thewmhof any workers' compensation installment payrfigr that month.

(b) The total benefit shall be reduced actuariaiithe portion of any lump sum workers' compensasiward that is actuarially attributable to
years after normal retirement de

6.03 Early Retirement

6.03-1 On early retirement, the basic benefit dhalthe normal retirement benefit under 6.02-1 cedwas follows. The amount of basic
benefit attributable to the appropriate percents#fgeinal Average Pay determined under

Section 6.02-1 or 6.02A (the Base Benefit) and the amount attributablthé appropriate percentage of Final Average Ra&xtess of Soci
Security Covered Compensation determined undeid®e8i02-1 or 6.0ZA (the Excess Benefit) shall be adjusted to thedfie Starting Dat
by the percentages prescribed in the followingetainiterpolating between ages through the lasifiolhth.

Age at Benefit Base Benefit Excess Benefit
Starting Date Percentage Percentage

64 100% 92%

63 100% 84%

62 100% 76%

61 95% 72%

60 90% 68%

59 84% 64%

58 78% 60%

57 72% 56%

56 66% 52%



55 60% 48%

6.03-2 Early retirement benefits shall be paidddies:

(a) Benefits shall start as of the first of the thoafter age 65 unless the participant electsad benefits earlier under (b).

(b) The participant may elect to start benefitefathe first of any month after early retirementdpplying for benefits under 6.07.

(c) If the participant dies before the Benefit 8tay Date under (a) or (b), benefits shall be ledito the spouse's benefit under 6.11.
6.04 Deferred Retirement Basic Benefit

6.04-1 On deferred retirement, the basic benefill &ie that for normal retirement based on Bené&diars and Final Average Pay at actual
retirement.

6.04-2 A participant who works past the month iriciimormal retirement benefits would have begurl gleanotified in writing during that
month that benefits will not be started, exceptfayments under 6.10-1(a). The notification shaffitain the information required by
applicable law and regulations on suspension oéfisn

6.04-3 A participant who works past normal retiraingate shall be paid a benefit for any month inclwithe participant has fewer than forty
(40) paid Hours of Service under 3.02-4(a) and dmgotherwise receive a benefit under this Pldre Benefit shall be the amount of the
monthly normal retirement basic benefit based ani€e and pay to normal retirement date.

6.04-4 If benefits start under 6.10-1(a) to a pgrint during employment the following shall apply:
(a) The starting date under 6.10-1(a) shall beBeefit Starting Date under 6.08-2.

(b) All provisions with respect to the time, formcaamount of benefit shall apply as of the Bertgfitrting Date. The form of benefit
determined as of that date shall be final and stuilbe reopened at later termination of employmiEimné amount of benefit for service to the
Benefit Starting Date shall not be changed by lelenges in Final Average Pay.

(c) Additional accruals shall be calculated at ezalendar year-end after the Benefit Starting Ratéollows:
(1) The additional benefit shall be based on aoldéti service and on Final Average Pay as of the-ged.

(2) Added benefits shall be in the form determinader
(b) above.

(3) In the year in which the employee terminatepleyment the date of termination shall be subgduor the year-end.
(d) The preretirement death benefit for a spouskenfi.11 will not apply if the participant dieseafthe Benefit Starting Date.
6.05 Cost-of-Living Adjustment

6.05-1 The amount currently payable to each pagitiwho has no Hours of Service after Decembet 387, or to the spouse or other
beneficiary of such a participant, shall be adjdtg the amount under 6.05-2 as follows:

(a) The adjustment shall be made each Januaryitrieg with the first January 1 that is at leasttye (12) months after the start of benefits.
(b) The adjustment shall be made to the benefitadlgtbeing paid after conversion to an optionahfo
6.05-2 The adjustment under 6.05-1 shall be treelesf:

(a) The percentage increase in the U. S. Consunx Rdex (all items) during the twelve (12) mantnding with the September index
preceding the adjustment date; and

(b) Two (2) percent.

6.05-3 If the Consumer Price Index decreases duhi@geriod described in 6.05-2(a), no downwardstdjent in retirement benefits shall be
made. Any such decrease shall offset any subseqaatses



6.05-4 The benefit for a participant who has HafrService after December 31, 1987 shall not basddil as provided above. The amount of
the benefit shall be at least as much as the aateguivalent of the participant's accrued bengiier the Prior Plan as of December 31,
1987, including the value of potential cost-of-figiadjustments.

6.06 Limit on Benefits

6.06-1 Benefits shall be limited in accordance wtfith following rules as provided in Internal Reverode Section 415 and related
regulations. The following provisions shall be apglin a manner consistent with the Code and réigaks, which are incorporated by this
reference.

6.062 The actuarially equivalent straight life annignefit on normal, early or deferred retirementregped as an annual benefit shall be
more than either of the following:

(a) $90,000 plus for any year any cost-of-livinguatiment authorized by applicable regulations fat tyear.
(b) 100 percent of high three-year average compiensa

6.06-3 "High three-year average compensation" sfeathe average annual W-2 compensation durinthtiee consecutive calendar years of
highest compensation from an Employer.

6.06-4 The limitations in 6.06-2 shall be adjusasdollows:

(a) For an employee who has less than ten (10py#grarticipation, the limitation shall be the ambin 6.06-2(a) multiplied by the
participant's years of participation and dividecdtéy.

(b) For an employee participating before Januard®83 or January 1, 1987, the limitation in 6.06)Zhall not be lower than the accrued
benefit under the Plan on December 31, 1982 or idbee 31, 1986, respectively.

(c) If the Benefit Starting Date is before the Sb&8ecurity retirement age, the limit in 6.06-2h3ll be actuarially reduced. The reduction
shall be 5/9 of 1 percent for each of the firstt}hsix (36) months before Social Security retireingge and 5/12 of 1 percent for each further
montbh, if any, above age 62. Below age 62 the rmlushall be to an actuarial equivalent of the am@at age 62 using an interest assum|
of the lesser of the following:

(1) Five(5) percent per annum.

(2) A percentage imputed from the tables in 6.08+Hividing the participant's early retirement loasénefit by the normal retirement benefit,
subtracting the result from one hundred (100) pdraad dividing the remainder by the number of gdmatween the Benefit Starting Date .
age 65.

(d) If a benefit starts after the Social Securéiirement age, the limit in 6.06-2(a) shall be adtlly increased in a manner prescribed by the
Treasury Department.

6.06-5 If the benefit is paid in the form of a dagent annuity under 6.03-with payments continued to the participant's spothe limitation
in 6.06-2 shall be applied to the participant'siatbenefit rather than the actuarially equivaktraight life annuity.

6.06-6 If the Employer maintains or has maintaiaadther tax qualified defined benefit pension @aany time, the benefits shall be
combined for purposes of applying the above lirnuta.

6.06-7 If the Employer maintains or has maintaioed or more tax qualified defined contribution pengplans at any time, the following
shall apply:

(&) The defined contribution fraction under all lsygtans combined with the defined benefit fractimaler this Plan and all other defined
benefit plans maintained by Employer shall notgoy individual exceed 1.0.

(b) The defined benefit fraction numerator shalthee participant's projected annual normal retineinenefit. The denominator shall be the
maximum legally allowed benefit, adjusted under (d)

(c) The defined contribution fraction numeratorlsha the sum of all annual additions since thenBlanception. The denominator shall be
sum of the maximum legally allowed annual additiorsall years of the participant's employment vitmployer, adjusted under (d).

(d) The denominators under (b) and (c) shall besthaller of the maximum percentage limit figuredsrl.4 or the maximum dollar limit
figure times 1.25



6.06-8 If benefits or contributions under anothengion plan maintained by the Employer, when coetinith the benefits under this Plan,
exceed the above limitations, the benefits undserRtan shall be reduced to the extent of the exx@esl the benefits or contributions unde
other plan shall stand.

6.06-9 For purposes of 6.06-7, contributions fodioal benefits separately accounted for on belfadfleey employee pursuant to 8.03-2 shall
be treated as an annual addition to a defined ibotitsn plan. Section 415(c)(1)(B) of the InterfRdvenue Code, limiting annual additions to
twenty-five (25) percent of the participant's comgetion, shall not apply to any amount so treated.

6.06-10 Cost-of-living adjustments to the dollarcamt in 6.06-2(a) shall be applied to the accrueukfit of a participant who has retired or
otherwise terminated from Service. Any resultingroee to a benefit in pay status shall be made #gegiayment for January of the year to
which the adjustment applies.

6.07 Application for Benefits

6.07-1 A participant, spouse or beneficiary eligifdr benefits must apply in writing under 4.03a0form prescribed by the Committee. The
Committee may start benefits in a proper case witha application being filed.

6.07-2 Application shall be made within the follogitime periods:
(a) No more than ninety (90)days before the Bergthitting Date.
(b) No less than thirty (30) days before the Bertgffarting Date, unless the Committee waives the tiequirement.

6.07-3 Between thirty (30) and ninety (90) daysobefthe Benefit Starting Date, the Committee siiak the participant a written explanation
of the following:

(a) The optional forms of benefit available under Plan, including the relative value of each form.

(b) The terms and conditions of the survivor annbinefit in 6.09-3(b), the participant's rightelect not to receive such a benefit, and the
following with respect to each election:

(2) Its financial effect.

(2) The requirement of spouse consent.

(3) The participant's right to revoke.

(c) The right to defer payment until normal retiemhage, if the participant is under that age.

6.07-4 If a participant first qualifies under 6.8y marrying after the above requirements woulst fiave been applicable, the requirements
shall be met as soon as practicable after thecpaatit so qualifies.

6.08 Time of Payment

6.08-1 Benefits shall start with the first monthglmming after normal retirement date or on an eagayment date under 6.03-2(b) after early
retirement, whichever applies. Payments shall béenfiar each benefit month at the end of that month.

6.08-2 The "Benefit Starting Date" means the fii@y of the first benefit month. If payments areaged under 6.08-3, the Benefit Starting
Date shall not change.

6.08-3 Subject to 6.10-1(a), payment of benefity bmdelayed beyond the Benefit Starting Date bezafia delay in application or if the
amount is not known. In that event, the followirngk apply:

(a) Payment shall be made or commence as soometicpble after the Benefit Starting Date, andnp event within sixty (60) days after
application is made or the amount becomes known.

(b) Back installments from the Benefit Starting ®ahall be paid in a lump sum with the first paytrearamortized over the benefit period as
directed by the Committee.

6.09 Form of Retirement Benefit.09 Form of RetiratBenefit



6.09-1 The basic benefit on normal, early or defénetirement is based on equal payments for eaciimirom the Benefit Starting Date
through the month in which the participant dies.

6.09-2 A participant shall elect the actual forndaftribution from those in 6.09-3 as follows:
(a) Regardless of form, the value of the benefifldte the actuarial equivalent of the basic benefi
(b) The election shall be made and any joint otiogent annuitant named in the application undev 6.

(c) If the contingent annuitant dies before thdipgrant's Benefit Starting Date after retirementesmination of employment, the election
shall be void.

(d) If a participant is married at the Benefit Stag Date and no valid election is in effect, trenbfit shall be paid in the form stated in 6.09-3
(b) with the spouse as contingent annuitant.

(e) An election by a married participant of a fasther than a contingent annuity under 6.09-3(bh e participant's spouse shall not be
effective unless either of the following applies:

(1) The spouse executes, within ninety (90) daysrbehe Benefit Starting Date, a consent in wgtihat acknowledges the particular forr
benefit, the name of any contingent annuitant beohon-spouse death beneficiary and the effettteoflesignation and is witnessed by a
notary public or Plan representative.

(2) The consent cannot be obtained because thespannot be located or because of other circueestgrovided by applicable regulations.

(f) A determination in good faith by the Committisat (e) has been complied with shall be final bimdling if the Committee has exercised
proper fiduciary care in making the determination.

(9) If (d) does not apply, the form in the abseotan election shall be that stated in 6.09-3(a).

(h) The Committee shall pay the actuarial equiviaténhe participant's benefit in a lump sum if thistributable amount has never been over
$3,500 (for Plan Years beginning after 1998, thimant shall be $5,000).

6.09-3 Subject to 6.10, the forms of benefit shalthe following:

(a) Straight life annuity.

(b) Life annuity with half payments continued ta@ntingent annuitant.
(c) Life annuity with full payments continued t@antingent annuitant.

(d) On early retirement, an annuity under whichrtianthly payments before first eligibility for SatiSecurity retirement benefits (assumed
to be age 62 and 1/2) are increased by a tempsuaplement and the remaining payments are reducad ® provide approximately equal
payments throughout when combined with Social Sgcur

(e) Annuity for the life of the participant, contiimg to a designated beneficiary for the remairedehe first 120 monthly payments in the
event the participant dies before 120 payments baee made.

6.09-4 The Committee shall direct the Trustee totha benefit directly from the trust fund or torpliase a single premium nontransferable
annuity in a form and from an insurance company@gd by the Committee.

6.09-5 An eligible recipient of an eligible rollavdistribution under 6.09-2(h) or 7.03 may eledobe the benefit is paid to have the benefit
distributed by a direct rollover into an eligibletirement plan or IRA and the following shall apply

(a) The participant must identify the eligible rethent plan or IRA and the fund holder to whomdhect rollover shall be paid.
(b) "Eligible retirement plan” is defined in Sectid02(c)(8)(B) of the Internal Revenue Code.
(c) "Eligible rollover distribution" is defined iBection 402(c)(4) of the Internal Revenue Code.

(d) "Eligible recipient" means the participant, gpouse of a deceased participant or a spousemerf@apouse who is an alternate payee L
a qualified domestic relations ord



6.10 Limits on Time and Form of Payout

6.10-1 Payment of benefits to a participant shadhply with the following restrictions:

(a) Payment shall begin no later than the Apribllofving the calendar year in which the participatihins age 70 1/2.

(b) Payment shall be made over a period no lorgaer the lives or joint life expectancy of the papant and any designated beneficiary.

(c) If the designated beneficiary is not the spaus# is more than ten years younger than the patit; the benefit form shall be limited so
that the benefit payable after death is incidetatéthe Plan's primary purpose of providing retiretisenefits.

6.10-2 Payment of preretirement death benefitd sbaiply with the following restrictions:
(a) Payment may be made over a period no longerttteaspouse's life or life expectancy.
(b) Payment may be deferred up to the date thécjpemt would have attained age 70 1/2.
(c) If the beneficiary is not a natural person, ¢éinéire benefit shall be paid within five yearsafieath.

6.10-3 The restrictions of 6.10-1 and 6.10-2 shaltomplied with by distributions in accordancehwiteasury Regulations Section 1.401(a)
(9)-1 and Section 1.401(a)(9)-2, which shall owderany distribution options in the Plan inconsisteith Internal Revenue Code Section 401

(@)(9).
6.10-4 Payments to restricted employees shallnbiécldl as follows:

(a) Benefit payments to a restricted employee stwlbexceed the periodic amounts payable undergiesiife annuity that is actuarially
equivalent to the employee's entire benefit.

(b) The limit in (a) shall not apply if either dfe following is true:
(1) Immediately after a payment of a benefit torgtricted employee Plan assets equal at leagpdrb@nt of current liabilities.
(2) The value of the benefits payable to the retstti employee is less than one percent of curiaritities.

(c) "Benefits" means the accrued benefit and dbleeefits to which the restricted employee is erditinder the Plan, other than a social
security supplement.

(d) "Restricted employee" means a current or forniginly compensated employee with benefits undean whose annual compensatio
the current or any prior plan year is one of therty five (25) highest of such employees.

(e) Benefits may be paid to a restricted emplopesxtcess of the limit in (a) if the employee agreeepay the excess upon termination of
Plan and provides security for such repayment aoance with rulings of the Internal Revenue Ssrvi

6.11 Death Benefit for Spouse

6.11-1 A benefit shall be payable to a survivingusge on the death of a participant if all of thikofeing conditions are met:
(a) The death occurs before the Benefit StartinggDa

(b) The patrticipant is legally married to the suing spouse at death and was for the preceding year

(c) The participant has five or more Years of Ssvi

6.11-2 The spouse's benefit shall be paid as fetlow

(a) The benefit shall be the amount payable tsgieise as contingent annuitant under 6.09-3(bjrdeted as though the participant had
retired on the first day of the month in which deactcurs if at death the participant is:

(1) Age 55 or over; @



(2) Actively employed by Employer and has thirt@)®r more Years of Service.

(b) On the death of a participant with thirty (®)more Years of Service before age 55, the ppéitishall be assumed to be age 55 in
determining the amount payable under (a).

(c) The benefit in the case of a participant nateced by
(a) shall be the amount payable to the spousergsigent annuitant under 6.09-3(b) determined aadh the participant had separated from
service on the date of death, if not already sepdrand had survived until retirement at age 55.

(d) A benefit determined under (a) shall startlmnfirst day of the month after death, and a bédetermined under (c) shall start on the first
day of the month after the later of the following:

(1) The date of death.
(2) The date the participant would have reachedsage

(e) If the participant had elected a retirementieim the contingent annuity form described i8%:3(c) within the ninety
(90) days before the participant's Benefit Starfirge and dies with such election in effect, th@amts under (a) or (c) shall be based on that
form.

6.11-3 The spouse may elect an actuarially equivdlenefit starting at a later date. Such an aaatiust comply with the restrictions in 6.10-
2.

6.11-4 The Committee shall pay the actuarial edeittaof the spouse's death benefit in a lump susitlier of the following applies:
(&) The distributable amount is not over $3,500 Ftan Years beginning after 1998, this amount| $f&a5,000).

(b) The amount is not over $10,000 at the dateagfrent and the spouse requests a lump sum.

6.11-5 No benefit shall be payable if a participdies before retirement unless 6.11-1 applies.

6.12 Disability

6.12-1 A participant who becomes disabled while leygd shall continue to accrue Service as follows:

(a) A participant who meets the criteria of 6.12)2¢hall be on leave of absence under 3.04 andettwurs of Service.

(b) A participant who has ten (10) or more YearSefvice when disability arises and meets theraitef both 6.12-2(a) and
(b) shall also accrue Benefit Hours.

(c) Accrual of Service shall continue under (a) én)das long as the relevant criteria for disapiite met.

(d) If the participant fails to return promptly eftrecovery and within any time limit fixed by Erogér, unless the failure is due to death or
retirement, accrual of Service shall stop as ofdber of the following:

(1) The date the leave of absence for disabilityaloe

(2) The date when 501 Hours have been counted #Hiegearticipant last worked.

6.12-2 The Committee shall determine the existefcisability under the criteria for both of thdléwing:
(a) Long-term disability insurance maintained bytwoyer.

(b) Social Security disability benefits.

6.12-3 A disabled participant shall be retired @tnmal retirement date and may retire at earlyestegnt date if eligible. Benefits shall be
determined on the basis of Benefit Years and Fwakage Pay at retirement and Social Security Gay€ompensation at disability.

6.124 If the participant notifies the Committee in g that benefits after disability would reduce anlyer disability benefit, the Committ
shall defer payments until the other benefit stepbject to 6.1-1.



6.13 Reemployment After Retirement

6.13-1 Benefit payments to a retired participaiidhe withheld when the participant has been ezhbby Employer as a qualified employee
and is expected to be reemployed for more thaf&jirmonths.

6.13-2 A participant whose benefits have been weiithiunder 6.13-1 shall receive benefits on a legrement determined as follows:

(a) The participant shall apply for benefits un@d¥7 and select a form of benefit under 6.09 ferlibnefits attributable to Service after ret
The benefits attributable to Service before rebirall be in the form that applied during the pperiod of retirement.

(b) On later retirement, the participant's berstiill be calculated based on all Service and tbénced by the actuarial value of benefits
previously received. The monthly benefit shall betless than that paid on the earlier retirement.

(c) If a participant who retired and received erdeghbenefits under a voluntary retirement incenpirggram is rehired, the benefit calculated
under (b) shall be reduced by the enhanced bempeétsously received and shall not be less tharatheunt payable on the earlier retirement
under the incentive program. If the incentive pesgrincludes a Social Security bridge benefit, beatefit shall resume at later retirement for
any period remaining before earliest Social Seguetirement age.

6.13-3 A participant whose benefits are first wélthafter normal retirement date shall receiventbification required by 6.04-2.

6.13-4 A retired participant who is rehired andsloet have benefit payments withheld under &. EBwall not accrue any additional benefit
the period of rehire.

ARTICLE VIIARTICLE VII
Benefits After Termination of EmploymentBenefits Ater Termination of Employment
7.01 Vesting of Benefits

7.01-1 A participant who terminates employment befetirement or death and does not later accrdeiaial Service shall be entitled only
to vested accrued benefits at the time of ternomati

7.01-2 A participant shall be vested in accruecefienbased on Years of Service as follows:

Years of Service Percent Vested
Less than 5 0
5 or more 100%

7.02 Accrued Benefit; Payment.02 Accrued BenefityrRent

7.02-1 A participant's accrued benefit on termomatf employment shall be the normal retirementdiasnefit under 6.02 based on Service,
Final Average Pay and Social Security Covered Corsgion at termination.

7.02-2 Benefits for a vested terminated participarmally shall start on the first day of the moafter normal retirement age. A terminated
participant may elect to start receiving a beratithe first day of any month after age 55. Theefiepayable on such an early start shall be
the accrued benefit, reduced to the Benefit Sgiiate under the following table, interpolatingveetn ages through the last full month.

Age at Benefit Benefit
Starting Date Percentage

64 88%

63 78%

62 68%

61 61%

60 54%

59 48%

58 43%

57 38%

56 34%

55 30%

7.02-3 A vested terminated participant entitledénefits must apply for benefits and elect a distion option not more than ninety (90) days
nor less than thirty (30) days before benefitstargtart. If application is filed after normal retment date, back payments shall be paid



lump sum with the first payment or amortized over benefit period as directed by the Committee.
7.03 Cash Settlement

7.03-1 The Committee shall pay a participant wreraployment with the Company and its affiliates teaminated the actuarial value of the
vested, accrued benefit in cash before the BeS#diting Date, if either of the following applies:

(&) The distributable amount is not over $3,500 Ftan Years beginning after 1998, this amountl &fea5,000).

(b) The amount is not over $10,000 at the dateagfrent, the participant requests a cash settleameh6.09-2(e) and (f) are satisfied with
respect to the participant's spouse, if any.

7.03-2 If the actuarial value of the vested, acdroenefit is over $3,500 (for Plan Years beginraftgr 1998, this amount shall be $5,000),
but not over $10,000, the participant may elecet®ive in lieu of the cash settlement:

(a) A straight life annuity if the participant ismarried.
(b) A life annuity with half payments continuedtt® spouse if the participant is married.

7.03-3 If a cash settlement is made under 7.03aha@nnuity is elected under 7.03-2, Benefit Ydoafore the settlement shall be disregarded
for determining the participant's benefit at adai@e.

7.04 Forfeiture of Nonvested Retirement Benefits

7.04-1 A participant whose employment terminatdeiieebeing vested under 7.01 and who does not bec@sted because of later Service
shall forfeit all accrued benefits. A nonvesteditimated participant shall be considered to haeeived a full distribution of the zero vested
balance when employment terminates. The forfeghagl occur as of the earlier of the following:

(a) The date the participant receives or is comeiieo have received a cash settlement under 7.03.
(b) The date the participant completes five conseene-Year Breaks in Service.
7.04-2 Forfeiture of benefits shall be taken inbogideration in establishing the funding policy en8.01.

7.04-3 A participant whose benefit has been fagteitnder 7.04-1 shall have the forfeited benesitared only when one of the following
occurs:

(a) The participant completes a Year of Servicerdfie forfeiture and before having five conse@i®ne-Year Breaks in Service.
(b) The participant returns to employment with Eayglr or an affiliate before having a One-Year Brzagervice.
ARTICLE VIII
Medical BenefitsMedical Benefits
8.01 Eligibility
8.01-1 Medical benefits under this Article shallgrevided to a participant, or the dependents dréicipant, who:

(a) Has terminated employment, commenced recep@mgion benefits on early, normal or deferredeetent, and qualifies for post-
retirement medical benefits under the Pacific Tetecinc. Welfare Benefits Plan or successor thereto

(b) Retires and commences benefits on or afteralgriy 1998.
(c) Is not covered by a collective bargaining agreet at retirement.
(d) Has never been a "key employee" as defineaati@ 416(i) of the Internal Revenue Code.

8.01-2 The term "benefits" used alone in this Rlaall refer to pension benefits under Article Vtakrticle VIl and not to medical benefits
provided under this Article



8.02 Medical Benefits

8.02-1 The medical benefits provided under thisiRteparticipants eligible under 8.01 shall benadldical benefits, as defined in Internal
Revenue Code Section 213(d)(1), provided to sudicp@nts after retirement under the Pacific TelagInc. Welfare Benefits Plan or
successor thereto. The provisions of such WelfameBits Plan can limit medical benefits to retipedticipants who meet further eligibility
requirements. Any medical benefits to which retipagticipants are entitled under such Welfare Biémefan that are not provided under this
Plan due to insufficiency of funding or otherwishall be paid from a welfare benefits trust esshigld by the Company for that purpose or
from Employer's general assets.

8.02-2 The document evidencing the Pacific Teledom, Welfare Benefits Plan or successor theretduting all of the separate documents
incorporated into it, is incorporated by refereasepart of this Plan. This incorporation by refeeeshall include any amendments made from
time to time to the Pacific Telecom, Inc. Welfarergfits Plan and any successor plan.

8.03 Separate Medical Benefits Acco



8.03-1 Subject to 8.04, each Employer may makeriturions to fund the medical benefits provide®if?2 for its employees. A separate
account shall be maintained for all such contriimgi and earnings on them. Medical benefits fatigpants shall be paid only from such
account.

8.03-2 Investment earnings and losses of the fuast shall be allocated to the accounts in 8.08-iroportion to the investment earnings and
losses of the entire trust.

8.04 Limitation on Contributions

The aggregate actual contributions (measured fanmaky 1, 1989) to fund medical benefits shallexateed twenty five (25) percent of the
total actual contributions (measured from Januar989) to the Plan, disregarding in such total @mytributions to fund past service credits.

8.05 Satisfaction of Liabilities

8.05-1 Unless all obligations under 8.02 have lsisfied, no part of the medical benefits accamatl be used for any purpose other than
payment of either of the following:

(a) Medical benefits.
(b) Necessary or appropriate expenses attributalitee administration of the medical benefits actou

8.05-2 Following satisfaction of the obligationsden 8.02, any amounts remaining in the medical fitsreccount shall be returned to the
Employers on an equitable basis as determinedédZtdmmittee.

8.06 Forfeiture of Benefits

If a person's interest in the medical benefits antés forfeited prior to termination of the Plahe amount forfeited shall be applied as soc
possible to reduce Employer's contributions to foretlical benefits.

ARTICLE IX
Amendment and TerminationAmendment and Termination
9.01 Amendment

9.0141 The Company may amend this Plan at any time éxbhapno amendment shall revest any of the tursd in an Employer or otherwi:
modify the Plan so that it would not be for thelasive benefit of the eligible employees.

9.01-2 Amendments may be made retroactively teeitent permitted by applicable law and regulations.
9.02 Termination

9.02-1 The Company may wholly or partly termindte Plan at any time. In that event, the rightsliciffected participants to the benefits
then accrued and funded shall fully vest and bdarteitable. The Company shall promptly file notiaktermination with the Pension Benefit
Guaranty Corporation and may request a ruling fileeninternal Revenue Service on the effect of teatidn on the qualification of the trust.

9.02-2 Upon termination, the Company may contimgeRlan to pay pension benefits and medical beredithey mature or liquidate and
distribute the trust fund. In any event, the addddunds shall be allocated by the Committee asiged below. The time and method of
payment shall be determined by the Committee. Barignefits and medical benefits already distrithitiecash or by purchase and delivery
of an annuity contract shall not be affected.

9.02-3 On Plan termination the benefit of any auirige former highly compensated employee shalirhédd to a benefit that is non-
discriminatory under Section 401(a)(4) of the Int#Revenue Code.

9.03 Treatment of Employers

9.03-1 All employees of all Employers, includingt@ompany, shall be treated as though employedheyEmployer for purposes of
determining total or partial termination. For tpisrpose, this Plan shall be treated as one plamainas a collection of separate plans of the
Employers. If some or all of the employees of amplayer terminate employment, this shall be viewethie context of the whole Plan to
determine whether there has been a partial teriaimat curtailment and whether accelerated vessmgquired



9.03-2 An Employer may be excluded from the Platihwgspect to its employees at any time by the GompSuch exclusion shall not
constitute a termination or partial terminatiortteé Plan. Employees of the excluded affiliate shaltreated as having terminated
employment if the affiliate ceases to maintairaiffliated status. Unless the Internal Revenue iBemules that the exclusion constitutes a
partial termination of the Plan, the rights of eayaes of the excluded affiliate shall not beconily fetested and nonforfeitable as a result of
the exclusion. If the excluded affiliate retairsaffiliated status with the Company, its employsteal| continue to accrue Service for the
purposes of vesting and eligibility, but shall actrue Benefit Years after the effective date efdkclusion.

9.04 Allocation of Assets on Termination

9.04-1 In the event of Plan termination, the ber@fany current or former highly compensated empgdoshall be limited to a benefit that is
nondiscriminatory under Internal Revenue Code SeetD1(a)(4).

9.04-2 Amounts allocated to the medical benefitoants shall be used to pay medical benefits iR.8fGll obligations to pay medical
benefits are satisfied, amounts remaining in thdioa benefits accounts shall be returned to Engit®ynder 8.05-2. All amounts in the trust
fund other than amounts in the medical benefitoaets shall be allocated in the order set out bddased on actuarial valuation of accrued
retirement benefits as of the date of terminatisimg nondiscriminatory formulas established by@uenmittee. All benefits for each group
shall be paid or provided for before any benefitsgaid for any members of the group having the toexer priority. If the funds are
insufficient to pay all of the benefits for any gm the amount available shall be allocated ambagrtembers of the group in proportion to
their interests.

9.04-3 The order of priority determined as of tlag defore termination shall be as follows:

(a) Benefits that had been in pay status for thiezes or more or could have been in pay statuthfee years if the participant had retired on
the earliest opportunity and received the normahfof benefit. Allocation shall be based on thedstenefit provided by Plan provisions in
effect within the last five years.

(b) Other benefits guaranteed under the EmploydiedReent Income Security Act of 1974, disregardBegtions 4022(b)(5) and
(6), including benefits not covered by (a) becanfsthe exclusion of benefit increases within fiveays.

(c) All other vested accrued benefits not covergdd).
(d) All other accrued benefits.
9.05 Merger

If this Plan is merged or consolidated with or #issets or liabilities are transferred to any ofhan or trust, the benefit that each participant
would receive if the Plan terminated just aftervgastiall be at least as much as if it terminatetijafore.

ARTICLE X
General Provisions
10.01 Information for Committee

10.0141 The Committee may accept as correct and relyngrirdormation furnished by the Company or an Erngplo The Committee may n
demand an audit, investigation or disclosure ofrémards of the Company or any Employer.

10.01-2 The Committee may require satisfactory podalata from a participant, spouse, joint or degent annuitant or beneficiary. The
Committee may adjust any retirement benefit if aoren relevant data is discovered.

10.02 Indemnity and Bonding

10.0241 The Company shall indemnify and defend any Rldurcfary who is an officer, director or employeeanf Employer from any claim
liability that arises from any action or inactiondonnection with the Plan, subject to the follogvmles:

(a) Coverage shall be limited to actions takendadjfaith that the fiduciary reasonably believedeaueot opposed to the best interests of the
Plan.

(b) Negligence by the fiduciary shall be coverethi® fullest extent permitted by law.

(c) Coverage shall be reduced to the extent ofi@syrance coverag



10.02-2 Plan fiduciaries shall be bonded to themtequired by applicable law for the protectidffan assets.

10.03 Applicable Law

This Plan shall be construed according to the lafAuisiana except as preempted by federal law.

10.04 Plan Binding on All Parties

This Plan shall be binding upon the heirs, persogalesentatives, successors and assigns of aéiigrand future parties.
10.05 Not Contract of Employment

This Plan shall not be a contract of employmentvbet any Employer and any employee, and no emplmgseobject to amendment or
termination of the Plan. The Plan shall not prexamEmployer from discharging any employee at ang.t

10.06 Notices

Except as otherwise required or permitted undegrghovisions of this Plan or under applicable lamy notice under this Plan shall be in

writing and shall be effective when actually detize or, if mailed, when deposited postpaid as-fitass mail. Mail shall be directed to the
address stated in this Plan for the Company drerstatement of adoption of another Employer, @utth other address as a party may sp
by notice to the other parties. Notices shall be s@the Committee at the Company's address.

10.07 Benefits Not Assignable; Qualified Domestadions Order

10.07-1 This Plan is for the personal protectiothefparticipants. No vested or unvested intereahy participant or beneficiary may be
assigned, seized by legal process, transferredbjected to the claims of creditors in any way,ept@as provided in 10.07-2.

10.07-2 Benefits may be paid in accordance withalified domestic relations order under procedestablished by the Committee pursuant
to Section 414(p) of the Internal Revenue Code.

10.08 Designation of Beneficiary

10.08-1 Each participant shall on request file wlith Committee a designation of beneficiaries aagt ahange it from time to time. The
designated beneficiaries or other recipient deedrliielow shall receive any residual benefit afesatd of a participant if no other person is
entitled to it as a contingent annuitant or spawsie any other capacity.

10.08-2 If a beneficiary dies after the death pheticipant but before distribution to the benefigi the benefit to which the beneficiary was
entitled shall be paid to the estate of the deakbseacficiary.

10.08-3 If no beneficiary has been named or no dameaeficiary is living when the participant digs benefit shall be paid in the following
order of priority:

(a) The patrticipant's surviving spouse.

(b) The participant's surviving children in equiahees.
(c) The participant's estate.

10.09 Actuarial Equivalency

10.09-1 Actuarial equivalency and other actuaraligtions and adjustments shall be determined dtinolled actuary retained for the Plan
based on the following:

(a) For determinations of cash amounts, interegt b the annual rate of interest on 30-year TusaSecurities for the September preceding
the year in which the cash amount is paid and rityr&hall be as provided in the mortality tablegcribed by the Commissioner of Internal
Revenue under Section 417(e)(3)(A)(ii)

() of the Internal Revenue Code.

(b) If (@) does not apply, interest shall be ei@tpercent per annum and mortality shall be asigeal in the UP-1984 Mortality Table.

(c) For valuing benefits accrued on or before Ddmem31, 1987, the Consumer Price Index shall benasd to increase at least two



percent per annum.

10.09-2 If the actuarial factors for determiningiig@lent benefits are changed by Plan amendmentehefit actually paid in any form shall
not be less than the amount determined for the $armreby applying the prior factors to the partait's accrued benefit as of the date the
change is adopted or is effective, whichever isrlat

10.10 Nonreversion of Assets

10.10-1 Subject to the following paragraphs, nda pathe contributions or the principal or inconfelts Plan shall be paid to or revested in
an Employer or to be used other than for the ekedusenefit of the participants and their benefieia

10.10-2 A contribution may be returned to Emplayethe extent that:

(a) The contribution was made by mistake of fact.

(b) A deduction for the contribution under 5.02s4lisallowed.

10.10-3 Return of contributions under 10.10-2(a) @) shall be subject to the following:

(&) Any return must occur within one year of thestaken payment or disallowance of the deduction.
(b) The returnable amount shall be reduced by assels attributable to the contribution.

10.10-4 If after all fixed and contingent liabiisi or obligations to persons entitled to benefiden the Plan shall have been paid or provided
for in full any Plan assets remain because of @was actuarial computation, such assets shalltrevdre Employers. Such a reversion shall
not take place sooner than the earliest date a$ich a reversion of assets would be permittedaloy |

10.11 Enhanced Early Retirement Programs

The 1991 Enhanced Early Retirement Program for @erEmployees, attached hereto as Appendix A, t8& Ehhanced Early Retirement
Program for Alascom Employees, attached heretopgpeAdix B, and the 1992 Enhanced Early RetiremesgrBm, attached hereto as
Appendix C, are incorporated in this Plan and meagart hereof.

ARTICLE XI
Special Top-Heavy Plan Rules
11.01 Application of Rules
If the Plan becomes top-heavy, the rules in thigchr shall apply and shall control over any othesvisions with which they conflict.
11.02 Determination of Top-Heavy Status

11.02-1 The Plan shall be top-heavy for a Plan Yfeas of the determination date, the Plan's tepvly percentage for the year exceeds sixty
(60) percent. The top-heavy percentage is the ptesdue of accrued benefits of all key employeza percentage of the present value of
accrued benefits of all key and non-key employakerachan former key employees. Individuals whoehawet received any compensation
from Employer during the five Plan Years endinglos determination date shall not be taken into aeto

11.02-3 The following plans of Employers and adfis shall be considered as one plan for detergitojm-heaviness:
(a) Any plan in which a key employee patrticipates.

(b) Any plan that must be considered in order foptam in
(a) to meet the minimum coverage requirements diatification under Internal Revenue Code Sectiddig4)(4) and 410.

11.02-4 "Key employee" and "non-key employee" afngd in Section 416(i) of the Internal Revenuel€o
11.02-5 For purposes of 11.02-1, the present vaflaeparticipant's accrued benefit shall be deteechias follows:

(a) The participant shall be regarded as termigagervice with 100 percent vesting on the valuatiate described in (d



(b) The benefit to be valued shall be that payablef the first Benefit Starting Date after normairement date.
(c) Rollovers and transfers shall be included alwded as provided in 11.02-6 and 11.02-7.

(d) The benefit shall be valued as of the mostreBéan funding valuation date falling within thia® Year in which the determination date
falls. The valuation shall be based on the Plasssmptions for determining equivalency of benefitsept that the interest rate shall be five
(5) percent.

11.02-6 xcept as provided below, distributions aradsfers made within the Plan Year ending on #terdhination date or the four preceding
Plan Years shall be added back to the present wdlaecrued benefits as of the determination datkess already counted. The value of a
distributed annuity contract is its actuarial vasigeof the date of distribution. A transfer outtd§ Plan, or distribution that is rolled over, §l
not be added back if either of the following apglie

(a) It goes to a plan maintained by an Employaroaffiliate.
(b) It is not initiated by the employee.

11.02-7 A rollover or transfer accepted into thimnFbefore 1984 shall be included in the presehievaf accrued benefits. A rollover or
transfer accepted after 1983 shall be included dither of the following applies:

(a) It goes to a plan maintained by an Employearoaffiliate.
(b) It is not initiated by the employee.
11.03 Top-Heavy Plan Restrictions

11.03-1 The following provisions shall apply, efige the first day of the first Plan Year for whitthe Plan is top-heavy, and shall continue in
effect even if the Plan ceases to be top-heavy.

11.03-2 All benefits attributable to Employer camtitions shall be 100 percent vested if the pardiot satisfies both of the following
conditions:

(a) Has at least three Years of Service.
(b) Has an Hour of Service during a Plan Year foicl the Plan is top-heavy.
11.03-3 The minimum benefit attributable to Emplogentributions shall be the following:

(a) The participant's average W-2 compensation feonployer during the five consecutive Years of rwf highest aggregate
compensation, time

(b) The lesser of the following:

(1) 2 percent of each Benefit Year.

(2) 20 percent.

11.03-4 Years of Service under 11.03-3 do not ohelthe following:
(a) Plan Years for which the Plan is not top-heavy.

(b) Years of Service completed in a Plan Year ba@gipbefore 1984.

11.03-5 The minimum benefit under 11.03-3 shaldlsingle life annuity with no ancillary benefitgramencing at the normal retirement
Benefit Starting Date. The minimum benefit shalldotuarially decreased if the actual Benefit Stagridate is earlier than the normal
retirement Benefit Starting Date and actuariallyréased if later.

11.03-3 The limitation in 6.06-7(d) shall be detared using 1.0 in place of 1.25.

IN WITNESS WHEREOF, Century Telephone Enterprises, has executed this Plan this 31st day of Deezni998.



ATTEST: CENTURY TELEPHONE ENTERPRI SES, | NC.

/sl Linda B. Vaughn By: /s/ R Stewart Ew ng, Jr.
APPENDIX A
TO

CENTURYTEL RETIREMENT PLAN

1991 ENHANCED EARLY RETIREMENT PROGRAM
FOR CENCOM EMPLOYEES

Enhanced early retirement benefits shall be paichfthe CenturyTel Retirement Plan (the Plan) twileli participants under the 1991
Enhanced Early Retirement Program for Cencom Engalsythe Program) who terminate employment withéngrescribed period, as
provided below. Terms used in this Appendix anddedined in it shall have the same meaning as lte dcument.

1. Eligibility

1.1 Conditions. Benefits under the Program sha#ivzglable to all individuals who are not excludgdl.2 and satisfy the following
conditions:

(a) Are employed by Cencom Inc. or Cencom of Wisamninc. or have retired from such employmentsid@nuary 1, 1991.
(b) Attained age fifty (50) on or before Decembiy B991.
(c) Have five (5) or more Benefit Years by Decembget991.

1.2 Excluded Employees. An employee is excludenh fparticipation in the Program if the employee wesviously retired under the Plan,
was rehired and continues to receive benefits basete previous retirement.

1.3 Election to Participate. An individual who ne#te conditions in 1.1 may elect to participatéhim Program by giving written notice on a
form prescribed by the Committee. To be effectatesh form must be received by the Committee no tan the first of the month followir
notification of election. An individual who doestrgive such notice or who terminates employmentieethe date fixed under 1.4 shall not
receive the enhanced benefits of the Program.

1.4 Retirement Date. November 1, 1991 is the estidheetirement date for each eligible employee Wa® elected to participate in the
Program under 1.3 unless the Employer fixes ardiffedate by notice to the employee. A differetiteenent date shall be no later than
December 31, 1991. An eligible individual who hasred before the first general announcement oPifogram shall be treated as having
retired on the date fixed by the Employer.

1.5 Other Termination Payments. The enhanced lismetivided under the Program shall be in lieurnf severance, unemployment
compensation or other payments to which an indadidsientitled as a result of termination of emph@nt. An election to participate in the
Program by an individual who is entitled to recedws such payments shall be a waiver of the payment

2. Benefit Enhancement.

A participant in the Program shall receive enhareztly retirement benefits from the Plan as prodibelow. Any enhancement that would
exceed the maximum benefit limits imposed by laalldbe paid by the Employer outside the Plan.

2.1 Commencement Before Age 55. A participant @Rihogram who is under age 55 shall commence iagedarly retirement benefits
under the Plan upon termination of employment asgh the participant were age 55 or over.

2.2 Benefit Formula. A participant in the Programalshave a normal retirement basic benefit equédénefit Years (BY) times 1.8 percent
Final Average Pay (FAP) as follows:

BY x 1.8% x FAP
For the purpose of this Program, Final Average $tefl be the participant's Final Average Pay atdbdwer 31, 1990.

2.3 Five Additional Benefit Years. A participanttime program shall have a normal retirement bamnefit calculated with the addition of fi
(5) more Benefit Years than the number of Beneéitité otherwise credited under the terms of the.|



2.4 Early Retirement Reduction. A participant ie ffrogram shall receive the amount payable at naetiement with no reduction for early
retirement to age 62; reduced three (3) percenyger for early retirement before age 62.

2.5 Social Security Bridge. A participant in the@@mam shall be paid an additional monthly beneditf the Plan equal to fifteen (15) percent
of the participant's monthly salary rate at theetiofi retirement, but no more than $1,000 per mdoFie. additional monthly benefit shall
commence along with the regular retirement beiaeiit shall be paid on the same monthly scheduleadtigional benefit shall terminate
with the month prior to the first month for whidhet participant is eligible to receive a Social S#guetirement benefit, or the month of the
participant's death, if earlier.

3. Death of Participant.

The surviving spouse of an eligible individual winas elected to participate in the Program and vid® likfore the Benefit Starting Date sl
have a pre-retirement death benefit calculatedawitihegard to the enhancements provided by ther@mgOn a participant's death after the
Benefit Starting Date, death benefits shall be paig in accordance with the form of benefit elechy the participant.

APPENDIX B
TO
CENTURYTEL RETIREMENT PLAN

1991 ENHANCED EARLY RETIREMENT PROGRAM
FOR ALASCOM EMPLOYEES

Enhanced early retirement benefits shall be paichfthe CenturyTel Retirement Plan (the Plan) tileli participants under the 1991
Enhanced Early Retirement Program for Alascom Egg#e including Alascom engineering department eygas located in Vancouver,
Washington (the Program) who terminate employmaétitimthe prescribed period, as provided belowm®used in this Appendix and not
defined in it shall have the same meaning as the &cument.

1. Eligibility

1.1 Conditions. Benefits under the Program sha#izglable to all individuals who are not excludgdl.2 and satisfy the following
conditions:

(a) Are employed by Alascom, Inc. or have retinehf such employment since January 1, 1991.

(b) The employer shall fix the age of eligible eny#es by notice to employees. The attained agéBsaember 31, 1991 shall be the age for
eligibility purposes. The employer shall not fix eligibility age of less than fifty (50) years asecember 31, 1991.

1.2 Excluded Employees. An employee is excludenh fparticipation in the Program if the employee wesviously retired under the Plan,
was rehired and continues to receive benefits basede previous retirement.

1.3 Election to Participate. An individual who me#te conditions in 1.1 may elect to participaténim Program by giving written notice on a
form prescribed by the Committee. To be effectstgh form must be received by the Committee no thn December 27, 1991. An
individual who does not give such notice or whartigates employment before the date fixed undesfadl not receive the enhanced benefits
of the Program.

1.4 Retirement Date. December 1, 1991 is the ewinm&tirement date for each eligible employee Wa® elected to participate in the
Program under 1.3 unless the Employer fixes ardiffedate by notice to the employee. A differetiteenent date shall be no later than
December 31, 1991. An eligible individual who hesred before the first general announcement oPtifogram shall be treated as having
retired on the date fixed by the Employer.

1.5 Other Termination Payments. The enhanced lismefivided under the Program shall be in lieunyf severance, unemployment
compensation or other payments to which an indadidsientitled as a result of termination of emph@nt. An election to participate in the
Program by an individual who is entitled to recedws such payments shall be a waiver of the payment

2. Benefit Enhancement A participant in the Progsdnall receive enhanced early retirement benefits the Plan as provided below. Any
enhancement that would exceed the maximum bemeaftslimposed by law shall be paid by the Employetside the Plan.

2.1 Commencement. Before Age 55. A participanhamRrogram who is under age 55 shall commenceviagegarly retirement benefits
under the Plan upon termination of employment asgh the participant were age 55 or over.

2.2 Benefit Formula. A participant in the Programalshave a normal retirement basic benefit equéldénefit Years (BY) times 1.8 percent
Final Average Pay (FAP) as follown



BY x 1.8% x FAP
For the purpose of this Program, Final Average $teafl be the participant's Final Average Pay atdbdwer 31, 1990.

2.3 Five Additional Benefit Years. A participanttime program shall have a normal retirement bamnefit calculated with the addition of fi
(5) more Benefit Years than the number of Beneéiaihs otherwise credited under the terms of the. Plan

2.4 Early Retirement Reduction. A participant ie ffrogram shall receive the amount payable at naetiement with no reduction for early
retirement to age 62; reduced three (3) percenygenr for early retirement before age 62.

2.5 Social Security Bridge. A participant in the@@mam shall be paid an additional monthly beneditf the Plan equal to fifteen (15) percent
of the participant's base pay as of Septemberd],;lie Social Security Bridge shall not be lessti400 per month or greater than $1,000
pre month. The additional monthly benefit shall coemce along with the regular retirement benefit stmall be paid on the same monthly
schedule. The additional benefit shall terminatéhthe month prior toe the first month for whicle tharticipant is eligible to receive a Social
Security retirement benefit, or the month of theipgant's death, if earlier.

The Social Security level income option in 6.8@) of the Retirement Plan is not available taipgrants who elect enhanced early retiren
benefits because the Social Security Bridge Bergfitovided in lieu of this option.

3. Death of Participant.

The surviving spouse of an eligible individual winas elected to participate in the Program and vid® likfore the Benefit Starting Date sl
have a pre-retirement death benefit calculatedowitihegard to the enhancements provided by ther@mdOn a participant's death after the
Benefit Starting Date, death benefits shall be paig in accordance with the form of benefit elelcby the participant.

APPENDIX C
TO
CENTURYTEL RETIREMENT PLAN

1992 ENHANCED EARLY RETIREMENT PROGRAM

Enhanced early retirement benefits shall be paichfthe CenturyTel Retirement Plan (the Plan) tgilek participants under the 1992
Enhanced Early Retirement Program (the Program)tetminates employment within the prescribed perésdprovided below. Terms used
in this Appendix and not defined in it shall halte same meaning as the Plan document.

1. Eligibility.

1.1 Conditions. Benefits under the Program shali\aglable to all individuals who are not excludsdl.2, who are described in either (a) or
(b) below, and satisfy the minimum age requirenieit) below:

(a) This paragraph includes individuals who on Agtdi9, 1992 are employed in or serve as officeheffollowing organizations or work
locations or have returned from such employmerdesifanuary 1, 1992:

|X]| Pacific Telecom, Inc.

|X| Pacific Telecom Cable

[X| Central Toll Investigation Department

[X| Inter-Island Telephone Company

|X| Peninsula Telecommunications, Inc.

[X| Tel Com Construction Company (exempt employeemly)
|X| Telephone Utilities of Washington, Inc. (Long Bach only)

(b) This paragraph includes individuals whose eplent with Pacific Telecom, Inc. or Alascom, In@asterminated between January 1,
1992 and September 1, 1992 as a result of a reduictiforce.

(c) The Company shall fix a minimum age requirenfentach organization or work location describeda). Satisfaction of the minimu



age shall be based on the employee's attainedsagfedeecember 31, 1992. The minimum ages are gét lhelow.
|X| Pacific Telecom, Inc. - Age 52

|X| Pacific Telecom Cable - Age 50

|X| Central Toll Investigation Department - Age 52

[X| Inter-Island Telephone Company - Age 55

[X| Peninsula Telecommunications, Inc. - Age 55

[X| Tel Com Construction Company (exempt employedyg) Age 52

[X| Telephone Utilities of Washington, Inc. (Long&h only) Age 55

1.2 Excluded Employees. An employee is excludenh fparticipation in the Program if the employee wesviously retired under the Plan,
was rehired and continues to receive benefits basete previous retirement.

1.3 Election to Participate. An individual who ne#te conditions in 1.1 may elect to participatéhim Program by giving written notice on a
form prescribed by the Committee. An individual wdwes not give such notice or who terminates ermpéoy before the date fixed under
shall not receive the enhanced benefits of ther@mg

To be effective, such form must be received byGbenmittee no later than the following dates:

(a) October 19, 1992 shall be the due date unkgs$d) or
(d) applies.

(b) An eligible individual who was not notified tfe Program by October 19, 1992 shall have urdeslof business on December 31, 1992 to
elect to participate in the Program.

(c) An eligible individual who was notified of tHerogram but did not elect to participate by Octdbi#®r1992 may elect to do so before close
of business on April 16, 1993.

(d) An officer or employee of Pacific Telecom Cableo becomes eligible as a result of reducing tigghdity age from 52 to 50 may elect
participate in the Program before close of businesslay 31, 1993.

1.4 Retirement Date. The retirement date for edigible employee who has elected to participatthanProgram shall be December 1, 19¢
the election is made pursuant to 1.3(a) or (b)siradl be June 1, 1993 if the election is made @mnsto 1.3(c). However, the participant's
Employer may fix a different retirement date byiceto the employee, which shall be no later thaadinber 1, 1993. An eligible individual
who has retired under 1.1(a) or been terminatedraduction in force under 1.1(b) before the figheral announcement of the Program shall
be treated as having retired on December 1, 1992.

1.5 Other Termination Payments. The enhanced lismetivided under the Program shall be in lieurnf severance, unemployment
compensation or other payments to which an indadigsientitled as a result of termination of emph@nt. An election to participate in the
Program by an individual who is entitled to recedws such payment shall be a waiver of the payniean eligible individual who has
already received such payments elects to partiipathe Program, the individual's additional bé@safnder this Appendix shall be offset in
full by the amount of such payments until they emérely recovered. The individual then shall regeghe full amount, free of offset.

2. Benefit Enhancement.

A participant in the Program shall receive enhareatly retirement benefits from the Plan as pravidelow. Any enhancement that would
exceed the maximum benefit limits imposed by laalldbe paid by the Employer outside the Plan.

2.1 Commencement Before Age 55. A participant @Rihogram who is under age 55 shall commence iagedarly retirement benefits
under the Plan upon termination of employment aadh the participant were age 55 or over.

2.2 Benefit Formula. A participant in the Programalshave a normal retirement basic benefit equéenefit Years (BY) times 1.8 percent
Final Average Pay (FAP) as follows:

BY x 1.8% x FAP



For the purpose of this Program, Final Average $teafl be the participant's Final Average Pay atdbdwer 31, 1991.

2.3 Five Additional Benefit Years. A participanttime program shall have a normal retirement baasnefit calculated with the addition of fi
(5) more Benefit Years than the number of Beneéitité otherwise credited under the terms of the. Plan

2.4 Early Retirement Reduction. A participant ie ffrogram shall receive the amount payable at naetiement with no reduction for early
retirement to age 62; reduced three (3) percenyger for early retirement before age 62.

2.5 Social Security Bridge. A participant in the@&mam shall be paid an additional monthly beneditf the Plan equal to fifteen (15) percent
of the participant's base pay as of August 1, 1882 Social Security Bridge shall not be less 400 per month or greater than $1,000 per
month. The additional monthly benefit shall commeeatong with the regular retirement benefit andldieapaid on the same monthly
schedule. The additional benefit shall terminaténwhie month prior to the first month for which tharticipant is eligible to receive a Social
Security retirement benefit, or the month of theipgant's death, if earlier.

The Social Security level income option in 6.88d) of the Retirement Plan is not available tdipigants who elect enhanced early retirer
benefits because the Social Security Bridge Beigefitovided in lieu of this option.

3. Death of Participant.

The surviving spouse of an eligible individual whes elected to participate in the Program and viéw liefore the Benefit Starting Date sl
have a pre-retirement death benefit calculatedawitihegard to the enhancements provided by ther@mgOn a participant's death after the
Benefit Starting Date, death benefits shall be paig in accordance with the form of benefit elechy the participant.
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EXHIBIT 21

CENTURY TELEPHONE ENTERPRISES, INC.
SUBSIDIARIES OF THE REGISTRANT
AS OF DECEMBER 31, 1998

State of
Subsidiary incorporation
Actel Corporation Louisiana
Brownsuville Cellular Telephone Co., Inc. Delaware
Cascade Autovon Company Washington
Celutel of Biloxi, Inc. Delaware
Celutel, Inc. Delaware
Century Business Communications, LLC Louisiana
Century Cellunet of Alexandria, Inc. Louisiana
Century Cellunet of Michigan RSA #4, Inc. Louisiana
Century Cellunet of Michigan RSAs, Inc. Louisiana
Century Cellunet of Mississippi RSA #2, Inc. Mississippi
Century Cellunet of Mississippi RSA #6, Inc. Mississippi
Century Cellunet of Mississippi RSA #7, Inc. Mississippi
Century Cellunet of North Arkansas, Inc. Louisiana
Century Cellunet of Pine Bluff, LLC Arkansas
Century Cellunet of Saginaw, Inc. Louisiana
Century Cellunet of South Arkansas, Inc. Louisiana
Century Cellunet of Southern Michigan, Inc. Delaware
Century Cellunet of Texarkana, Inc. Louisiana
Century Color Graphics, LLC Louisiana
Century Interactive Communications, Inc. Louisiana
Century Interactive Fax, Inc. Louisiana
CenturyTel Entertainment, Inc. Washington
CenturyTel Holdings, Inc. Louisiana
CenturyTel Investments, LLC Louisiana
CenturyTel Long Distance, Inc. Louisiana
CenturyTel Michigan Network, LLC Louisiana
CenturyTel Midwest - Michigan, Inc. Michigan
CenturyTel of Adamsville, Inc. Tennessee
CenturyTel of Arkansas, Inc. Arkansas
CenturyTel of Central Indiana, Inc. Indiana
CenturyTel of Central Louisiana, Inc. Louisiana
CenturyTel of Chatham, Inc. Louisiana
CenturyTel of Chester, Inc. lowa
CenturyTel of Claiborne, Inc. Tennessee
CenturyTel of Colorado, Inc. Colorado
CenturyTel of Cowiche, Inc. Washington
CenturyTel of Eagle, Inc. Colorado
CenturyTel of East Louisiana, Inc. Louisiana
CenturyTel of Eastern Oregon, Inc. Oregon
CenturyTel of Evangeline, Inc. Louisiana
CenturyTel of Fairwater-Brandon-Alto, Inc. Wisconsin
CenturyTel of Forestville, Inc. Wisconsin
CenturyTel of Greater Wisconsin, Inc. Wisconsin
CenturyTel of Idaho, Inc. Delaware
CenturyTel of Inter Island, Inc. Washington
CenturyTel of Lake Dallas, Inc. Texas
CenturyTel of Larsen-Readfield, Inc. Wisconsin
CenturyTel of Michigan, Inc. Michigan
CenturyTel of Minnesota, Inc. Minnesota
CenturyTel of Monroe County, Inc. Wisconsin
CenturyTel of Montana, Inc. Oregon
CenturyTel of Mountain Home, Inc. Arkansas
CenturyTel of North Louisiana, Inc. Louisiana
CenturyTel of North Mississippi, Inc. Mississippi
CenturyTel of Northern Michigan, Inc. Michigan
CenturyTel of Northern Wisconsin, Inc. Wisconsin
CenturyTel of Northwest Louisiana, Inc. Louisiana
CenturyTel of Northwest Wisconsin, Inc. Wisconsin
CenturyTel of Odon, Inc. Indiana
CenturyTel of Ohio, Inc. Ohio
CenturyTel of Ooltewah-Collegedale, Inc. Tennessee
CenturyTel of Oregon, Inc. Oregon
CenturyTel of Port Aransas, Inc. Texas
CenturyTel of Postville, Inc. lowa
CenturyTel of Redfield, Inc. Arkansas
CenturyTel of Ringgold, Inc. Louisiana
CenturyTel of San Marcos, Inc. Texas
CenturyTel of South Arkansas, Inc. Arkansas
CenturyTel of Southeast Louisiana, Inc. Louisiana
CenturyTel of Southern Wisconsin, Inc. Wisconsin

CenturyTel of Southwest Louisiana, Inc. Louisiana



CenturyTel of the Gem State, Inc. Idaho

CenturyTel of the Midwest-Kendall, Inc. Wisconsin
CenturyTel of the Midwest-Wisconsin, Inc. Wisconsin
CenturyTel of the Northwest, Inc. Washington
CenturyTel of the Southwest, Inc. New Mexico
CenturyTel of Upper Michigan, Inc. Michigan
CenturyTel of Washington, Inc. Washington
CenturyTel of Wisconsin, Inc. Wisconsin
CenturyTel of Wyoming, Inc. Wyoming
CenturyTel Paging, Inc. Louisiana
CenturyTel Personal Access Network, Inc. Louisiana
CenturyTel Security Systems, Inc. Louisiana
CenturyTel Service Group, LLC Louisiana
CenturyTel Supply Group, Inc. Louisiana
CenturyTel Telecom Service, Inc. Washington
CenturyTel Telecommunications, Inc. Texas
CenturyTel Telelink, Inc. Louisiana
CenturyTel Wireless Louisiana, Inc. Louisiana
CenturyTel Wireless of Appleton-Oshkosh-Neenah MSA, LLC Delaware
CenturyTel Wireless of La Crosse, LLC Delaware
CenturyTel Wireless of North Louisiana, LLC Louisiana
CenturyTel Wireless of Shreveport, LLC Louisiana
CenturyTel Wireless of Wisconsin RSA #1, LLC Delaware
CenturyTel Wireless of Wisconsin RSA #10, LLC Delaware
CenturyTel Wireless of Wisconsin RSA #2, LLC Delaware
CenturyTel Wireless of Wisconsin RSA #3, LLC Delaware
CenturyTel Wireless of Wisconsin RSA #6, LLC Delaware
CenturyTel Wireless of Wisconsin RSA #8, LLC Delaware
CenturyTel Wireless, Inc. Louisiana
CenturyTel/Area Long Lines, Inc. Wisconsin
CenturyTel/Remote Access, Inc. Louisiana
CenturyTel/Tele-Max, Inc. Texas
CenturyTel/Teleview of Wisconsin, Inc. Wisconsin
CenturyTel/WORLDVOX, Inc. Oregon
Eau Claire Cellular, Inc. Colorado
Jackson Cellular Telephone Co., Inc. Delaware
MVI Corp. Oregon
North-West Cellular of Eau Claire, Inc. Wisconsin
Pacific Telecom Cellular of Alaska RSA #1, Inc. Alaska
Pacific Telecom Cellular of Alaska, Inc. Alaska
Pacific Telecom Cellular of Michigan RSA #1, Inc. Michigan
Pacific Telecom Cellular of Michigan RSA #2, Inc. Michigan
Pacific Telecom Cellular of Michigan, Inc. Michigan
Pacific Telecom Cellular of Oregon, Inc. Oregon
Pacific Telecom Cellular of Washington, Inc. Washington
Pacific Telecom Cellular, Inc. Wisconsin
Pacific Telecom of Alaska PCS, Inc. Alaska
Pascagoula Cellular Services, Inc. Mississippi
PTI Communications of Alaska, Inc. Alaska
Telephone Utilities of Alaska, Inc. Alaska
Telephone Utilities of the Northland, Inc. Alaska

The McAllen Cellular Telephone Co., Inc. Nevada

Certain of the Company's smaller subsidiaries lepen intentionally omitted from this exhibit puratigo rules and regulations of the
Securities and Exchange Commissi



EXHIBIT 23
Independent Auditors' Consent

The Board of Directors
Century Telephone Enterprises, Inc.:

We consent to incorporation by reference in theiRegjion Statements (N0.333-27165 and No. 333-8p6fh Form S-3, the Registration
Statements (No. 33-17113, No. 33-46562, No. 33-6@0&l No. 333-67815) on Form S-8, the Registrefimtements (No. 33-31314 and No.
33-46473) on combined Form S-8 and Form S-3, aadRégistration Statements (No. 33-48956 and No-13835) on Form S-4 of Century
Telephone Enterprises, Inc. of our report datedidan28, 1999, except as to Note 21 which is dsebfuary 23, 1999, relating to the
consolidated balance sheets of Century Telephoterfitises, Inc. and subsidiaries as of Decembet 348 and 1997, and the related
consolidated statements of income, comprehenso@@ie, stockholders' equity, and cash flows ande@lnancial statement schedules for
each of the years in the three-year period endegiber 31, 1998, which report appears in the Deeeib, 1998 annual report on Form 10-
K of Century Telephone Enterprises, Inc.

/sl KPMG LLP
KPMG LLP

Shreveport, Louisiana
March 12, 1999



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE AUDITED CONSOLIDATED
BALANCE SHEET OF CENTURY TELEPHONE ENTERPRISES, INGND SUBSIDIARIES AS OF DECEMBER 31, 1998 AND THE
RELATED AUDITED CONSOLIDATED STATEMENT OF INCOME F& THE TWELVE MONTH PERIOD THEN ENDED AND IS
QUALIFIED IN ITS ENTIRETY BY REFERENCE TO SUCH FINRCIAL STATEMENTS.

CIK: 0000018926
NAME: CENTURY TELEPHONE ENTERPRISES, INC.

MULTIPLIER: 1,000

PERIOD TYPE YEAR
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199:
PERIOD END DEC 31 199
CASH 5,747
SECURITIES 0
RECEIVABLES 134,444
ALLOWANCES 4,15¢
INVENTORY 23,70¢
CURRENT ASSETS 226,23
PP&E 4,289,65:
DEPRECIATION 1,938,20!
TOTAL ASSETS 4,935,45'
CURRENT LIABILITIES 304,84
BONDS 2,558,001
PREFERRED MANDATORY 0
PREFERREL 8,10¢
COMMON 138,08:
OTHER SE 1,385,29:
TOTAL LIABILITY AND EQUITY 4,935,45'
SALES 0
TOTAL REVENUES 1,577,08!
CGS 0
TOTAL COSTS 1,097,27.
OTHER EXPENSES 0
LOSS PROVISION 0
INTEREST EXPENSE 167,55;
INCOME PRETAX 387,45t
INCOME TAX 158,70:
INCOME CONTINUING 228,75
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 228,75
EPS PRIMARY 1.67
EPS DILUTED 1.6¢ 1

;1 Adjusted to reflect stock split effective in MartB99. Financial Data Schedules for prior periodeehzot been restated to reflect such
stock split.
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