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PART I
Iltem 1. Business

General. Century Telephone Enterprises, Inc. ("@ghtis a regional diversified telecommunicatia@npany that is primarily engaged in
providing traditional local exchange telephone m&w and cellular telephone communications servigesthe year ended December 31,
1996, telephone (local exchange) operations andlencimmunications (cellular) operations providé@d6and 33%, respectively, of the
consolidated revenues of Century and its subsatigthe "Company"). All of the Company's operatiares conducted within the continental
United States.

At December 31, 1996, the Company's local exchéglgphone subsidiaries operated over 503,000 tetephccess lines, primarily in rural,
suburban and small urban areas in 14 states, lathatgest customer bases located in Wisconsinislama, Michigan, Ohio, Arkansas and
Texas. According to published sources, the Comjmthe sixteenth largest local exchange telephongany in the United States based on
the number of access lines served.

Whenever used herein with respect to the Compaellidar operations, the term "pops" means the |adijmn of licensed cellular telephone
markets (based on independent third-party populagtimates) multiplied by the Company's propodterequity interests in the licensed
operators thereof. The term "MSA" means a Metra@ol5tatistical Area for which the Federal Commatians Commission (the "FCC") h
granted a cellular operating license. The term "R&®&ans a Rural Service Area for which the FCCdrasated a cellular operating license.
The term "wireline license" refers to the cellutguerating license initially reserved by the FCCdompanies providing local telephone
service in the licensed market and the term "namlimie license" refers to the license initiallyeeged for licensees unaffiliated with such
local telephone companies.

At December 31, 1996, the Company, through itsut@lloperations, owned approximately 8.0 milliopgdn 27 MSAs, primarily
concentrated in Michigan, Louisiana, Arkansas, M&ppi and Texas, and 30 RSAs, most of whichmidichigan, Mississippi, Louisiana
and Arkansas. The Company is the majority owneragpetator in 19 of the MSAs and 15 of the RSAs ohtdollectively represent 6.5
million pops, and has minority interests in theestWSAs and RSAs, which collectively representribion pops. Of the Company's 8.0
million pops, approximately 70% are attributablélte Company's MSA interests, with the balancébattable to its RSA interests. Accordi
to data derived from published sources, the Comjmthe twelfth largest cellular telephone compamthe United States based on the
Company's owned pops. At December 31, 1996, thep@oy's majorit-owned and operated cellular systems had more 62,930



cellular subscribers. Except for five MSAs and éhRSAs, all of the cellular systems operated byGQbmpany are operated under wireline
licenses.

The Company also provides long distance, operatonpetitive access and interactive services iragetbcal and regional markets, as wel
certain printing and related services.

Recent Acquisitions. In April 1996 Century acquiiRRithiggold Telephone Company. In connection withabeuisition, Century acquired
approximately 1,700 telephone access lines alotigavi additional 25% interest in the North Louisid@ellular Partnership. The acquisition
brought the Company's total ownership in the Nadhisiana Cellular Partnership to 87%.

In December 1996 Century acquired 100% of the M&sspi RSA #7 cellular system, which has a poporatif approximately 179,000.
Mississippi RSA #7 is adjacent to the Jackson, MsHspi MSA and Mississippi RSA #6, both of whiate @perated by the Company.

In January 1997 Century acquired Pecoco, Inc.paiger of local exchange telephone service in faumnties in Wisconsin. As a result of the
acquisition, Century acquired more than 7,600 tedee access lines and a minority interest in twiollee partnerships serving Madison and
Milwaukee, Wisconsin, representing approximatelyo88 pops.

The Company is continually evaluating the posgipidf acquiring additional telephone access linas @ellular or other wireless interests in
exchange for cash, securities or both. AlthoughGbmpany's primary focus will continue to be onwddqg telephone and wireless interests
that are proximate to its properties or that sereestomer base large enough for the Company tatpefficiently, other communications
interests may also be acquired.

Other. As of December 31, 1996, the Company emplayproximately 3,400 persons, of which approximyal85 employees located in
Ohio are covered by a three-year collective barggiagreement between the Company and the ComntiamisaVorkers of America. The
agreement, which was scheduled to lapse on March@®¥, has been extended until March 30, 1998.

Century was incorporated under Louisiana law ingl@6serve as a holding company for several telepltompanies acquired over the
previous 15 to 20 years. Century's principal exeeutffices are located at 100 Century Park DriMenroe, Louisiana 71203 and its
telephone number is (318) :-9500.



TELEPHONE OPERATIONS

The Company is the sixteenth largest local exchaglgphone company in the United States, basedembre than 503,000 access lines it
served at December 31, 1996. Currently, the Compasyates over 500 central office and remote sivitcbenters in its telephone operating
areas. All of the Company's access lines are tliggavitched. Through its operating telephone sdiasies, Century provides services to
predominately rural, suburban and small urban niaiikel4 states. The table below sets forth certdarmation with respect to the
Company's access lines as of December 31, 1996:

Number of Percent of
State access lines access lines

Wisconsin 105,252 21%
Louisiana 92,677 18
Michigan 88,483 18
Ohio 75,103 15
Arkansas 40,673 8
Texas 38,327 8
Tennessee 23,507 5
Mississippi 16,211 3
Colorado 7,420 1
New Mexico 5,168 1
Indiana 4,827 1
Idaho 4,162 1
Arizona 1,563 0
lowa 189 0

503,562 100%

As indicated in the following table, Century hapesienced growth in its telephone operations overpiast several years, a substantial pc
of which was attributable to acquisitions of ottedephone companies and to the expansion of ser



Year Ended or As of December 31,

1996 1995 1994 1993 1992
(Dollars in th ousands)
Access lines 503,562 480,757 454,963 434,691 397,300
% Residential 7% 78 79 80 81
% Business 23% 22 21 20 19
Operating revenues $ 451,538 419,242 391,265 350,330 298,812

Capital expenditures $ 110,147 136,006 152,336 131,180 108,974

Future growth in telephone operations is expeatdukbtderived from (i) acquiring additional telepkarompanies, (ii) providing service to
new customers, (iii) increasing network usage andpfoviding additional services made possibleadyances in technology and changes in
regulation. For information on developing compeétirends, see "-Regulation and Competition."

Services

The Company's local exchange telephone subsidideigge revenue from providing (i) local teleph@®avices, (ii) network access services
and (iii) other related services. The followingleabeflects the percentage of telephone opera@mgnues derived from these respective
services:

1996 1995 1994
Local service 26.9% 26.6 25.6
Network access 61.2 61.7 62.3
Other 11.9 11.7 121
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 1996, 1995 and 1994 was 4.3%, 4.484ah%, respectively. The Company believes thag¢sstine growth in the future will
benefit from population growth in its service aressuisitions and the growth of second lines. Thenpany markets local Internet access in
194 communities in eight states, which the Compgaglieves has led to an increase in orders for skkioes.

Network access revenues primarily relate to sesviwevided by the Company to interexchange car(ierg) distance carriers) in connecti
with the use of the Company's facilities to origsnand terminate interstate and intrastate lontguaée telephone calls. Most of the Compa
interstate network acce



revenues are derived through pooling arrangemeimisréstered by the National Exchange Carrier Assomi ("NECA"). The NECA

receives access charges billed by the Company ttied participating local exchange carriers ("LEGs")nterstate long distance carriers and
other LEC customers for their use of the local exgje network to complete long distance calls abdesguently distributes these revenues to
such LECs based primarily on cost separation ssudiee charges billed to the long distance caraadsother LEC customers are based on
tariffed access rates filed with the FCC by the WM& behalf of the Company and other participatisfs. Interstate revenues as a
percentage of telephone operating revenues amotm8218%, 34.6% and 33.5% in 1996, 1995 and 1&%pectively.

Certain of the Company's intrastate network acomssnues are derived through access charges bifldte Company to intrastate long
distance carriers and other LEC customers. Suchsii@ite network access charges are based on gaxfissvhich are subject to state
regulatory commission approval. Additionally, cémtaf the Company's intrastate network access mgesgralong with intrastate long distance
revenues, are derived through state pooling arrapgts with other LECs and are determined baseasinseparation studies or special
settlement arrangements.

The installation of digital switches and relateftware has been an important component of the Cagigpgrowth strategy because it allows
the Company to offer enhanced services (such afoecabrding, conference calling, caller identifim, selective call ringing and call
waiting) and to thereby increase utilization ofstixig access lines. In 1996 the Company contino@Xpand its list of premium services
(such as voice mail and Internet access) offeregitain service areas and aggressively market=g thervices.

The Company's telephone subsidiaries are instdilirey optic cable in high traffic routes in cenareas in which the subsidiaries operate anc
have provided alternative routing of telephone iserever fiber optic cable networks in severaltsé& operating areas. At December 31,
1996, the Company's telephone subsidiaries had860 miles of fiber optic cable in place.

Other revenues include revenues related to (ijrigaselling, installing, maintaining and repairiogstomer premise telecommunications
equipment and wiring, (ii) providing billing and Itection services for interexchange carriers, (@88sing network facilities, (iv) participating
in the publication of local directories and (v) piding Internet access. At the end of 1996, the famy offered Internet access in telephone
markets representing 82% of its telephone custan@@iain large telecommunications companies fackvthe Company currently provides
billing and collection services continue to inditheir desire to reduce their billing and collentexpenses, which is expected to result in
future reductions of billing and collection revest



For further information on the regulation of ther@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®tegghone 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 borrquaifications and the cost of mor
to the United States government. The RTB, estadulish 1971, makes long-term loans at interest ta@esd on its average cost of funds as
determined by statutory formula (such rates rariged 6.04% to 6.42% for the fiscal year ended Saper 30, 1996), and in some cases
makes loans concurrently with RUS loans. Most ef@mmpany's telephone plant is pledged or mortgamedcure obligations of the
Company's telephone subsidiaries to the RUS and. Rfi® Company's telephone subsidiaries which havetwed from government
agencies generally may not loan or advance anysftm@entury, but may pay dividends if certain ficial ratios are met.

For additional information regarding the Compatfiylancing, 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 pgdiwice 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 ircle@degment of the telecommunications industry. &ltth Century anticipates that these
trends towards reduced regulation and increasegetition will continue, it is difficult to determenthe form 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 thegamy's telephone subsidiaries are regulatec
by state regulatory commissions that traditionhHye regulated pricing through "rate of return"ulagion that focuses on authorized levels of
earnings by LECs. Most of these commissions a)se@ulate the purchase and sale of LECs, (ii)guiles depreciation rates and cert



accounting procedures and (iii) regulate variolepmatters, including certain service standardisoperating procedures.

In recent years, Wisconsin, Louisiana, Michiganiddnd other state legislatures and regulatory ci@sions having jurisdiction over the
Company's telephone subsidiaries have either bgreduce the regulation of LECs or have annouticeid intention to review such
regulation, and it is expected that this trend wdglhtinue. This reduced regulatory oversight ofaiarof the Company's telephone operations
may allow the Company to offer new and competitigevices faster than under the traditional regygpoocess. Coincident with these effi
is the introduction of competition into traditiohaimonopolistic segments of the industry. For adssion of legislative, regulatory and
technological changes that have introduced conipetiito the local exchange industry, see "-Develepts 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 continuationtasttrend may lead to fewer earnings
reviews in the future. Currently, however, mosthef Company's LECs continue to be regulated uraderaf return regulation. During 1995
the Louisiana Public Service Commission ("LPSC'9@teéd a new regulatory plan for independent telaptmmpanies in Louisiana effect
July 1, 1995. For additional information, see "Ratian and Competition" in Item 7 herein. As staitedtem 7, the Company anticipates that,
as a result of the LPSC's plan, the access revaiiissLouisiana telephone subsidiaries will béueed by approximately $3.8 million in
1997 and an additional $1.4 in 1998, and that tieen@ assurance that revenues of such companliesotvbe further reduced in the future as
a result of the LPSC plan.

FCC Regulation. The FCC regulates the interstatecss provided by the Company's telephone subggdigrimarily by regulating the
interstate access charges that are billed to xtbeenge carriers and other LEC customers by thepaagnfor 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 systé accounts; and rules regarding the
separation of costs between jurisdictions andpnaitely, between interstate services.

Effective January 1, 1991, the FCC adopted prigeregulation relating to interstate access rateth®Regional Bell Operating Companies
("RBOCs") and GTE Corporation. An annual opportyit elect price-cap regulation is available fdrestLECs. Under price-cap regulation,
limits imposed on a company



interstate rates will be adjusted periodicallygfiect inflation, productivity improvement and cly@s in certain nogentrollable costs. In Me
1993 the FCC adopted an optional incentive regotgitan for LECs not subject to pricap regulation. A LEC electing the optional incee
regulatory plan would, among other things, filaffatased primarily on historical costs and notaliewed to participate in the relevant
NECA pooling arrangements. The Company has noteslgurice-cap regulation or the optional incentive regulgtolan, but will continue to
evaluate its options on a periodic basis. Eithect&n, if made by the Company, would have to lj@iagble to all of the Company's teleph
subsidiaries. The authorized interstate acces®ofatgurn for the Company's telephone subsidiasdd.25%, which is the authorized rate
established by the FCC for LECs not governed bgepcap regulation or the optional incentive regulaplan.

In February 1996 the FCC sought public commentwlogther it should initiate a rate of return reprggimn proceeding for LECs that are
subject to rate of return regulation for interstateess revenues. The Company is unaware of anificigt developments in this proceeding.

In December 1996 the FCC opened a new proceediaddiess reforming the system requiring long distararriers to pay certain LECs for
access to the LECs' networks. Although the FC@sgeding primarily affects LECs other than thoselisas the Company's LECs) which
primarily subject to rate of return regulation, ti@C is expected to review a number of matters wthde proceeding which will have an
impact on rate of return companies. The FCC alanto initiate a separate proceeding in 1997 tetdake a comprehensive review of
access charges for rate of return incumbent LEGs.HACC has outlined two possible approaches fénuearing access charges and for
deregulating LEC access services as competitiorldps in the LEC market, one of which would alléwe marketplace to determine access
charges. The other approach would involve the F@@dating price levels or pricing methodologies.

High-Cost Support Funds, Revenue Pools and Related fglattesignificant number of the Company's telephsulgsidiaries recover a porti
of their costs under federal and state cost regavechanisms that traditionally have allowed LE@wimg small communities and rural an
to provide access to telecommunications servicasorgably comparable to those available in urbassaaad at reasonably comparable prices.

In February 1996 the United States Congress endwet996 Act which provides, among other thingat & federal-state joint board (the
"Board") review the then-existing universal sengtgport mechanisms and recommend changes to Bedgllations in order that such
regulations will be consistent with the universaivice principles in the 1996 Act. The 1996 Act\pdes that all telecommunications carriers
providing interstate services contribute to uniaéservice support mechanisms. The 1996 Act pravildat only eligible telecommunications
carriers designated by a state shall be eligibleteive specific federal universal serv



support and that any eligible telecommunicationsieathat receives such support shall only usegshpport to provide, maintain and upgr:
facilities and services for universal service ia #rea for which the support is received. In Noverni®96 the Board issued its
recommendations. Although the Board has recommendédtaining and funding universal service suppwgthanisms, the Board deferred a
recommendation on how large the subsidy shouldbe.Board also recommended creation of a $2.2@ifund for providing discounted
services to schools and libraries. The FCC is ebgpkto take final actions on these recommendapoios to May 8, 1997. Although the
Company anticipates that the 1996 Act may ultinyatesult in a reduction of its federal support rawes, management believes it is prem:

to assess or estimate the ultimate impact theBaofng 1996 and 1995 the Company's telephone sialigis received $49.3 million and $4.
million, respectively, from the federal Universar8ice Fund.

Some of the Company's telephone subsidiaries aperatates where traditional cost recovery meamasi 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.

Most of the Company's LECs concur with the comnioe &nd traffic sensitive tariffs filed by the NEG#d participate in the access revenue
pools administered by the NECA for interstate smwi All of the intrastate network access revefidise Company's LECs are based on
access charges, cost separation studies or spettiainent arrangements. See "-Services."

Certain long distance carriers continue to reqtiegtcertain of the Company's LECs reduce acceethrates. There is no assurance that
these requests will not result in decreased acesssues.

Developments Affecting Competition. The communigas industry is currently undergoing fundamentaldes which may have a
significant impact on the future operations anaficial performance of telecommunications compaféamarily as a result of legislative and
regulatory initiatives and technological changesnpetition has been introduced and encouragedcim &ctor of the telephone industry,
including, most recently, local service. As a resihle number of companies offering competitivesieers has increased.

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 lower barrieentsfy to competitors. The 1996 Act impo:

a general duty to interconnect with other telecomitations carriers and to forego the installatiomgplementation of network features or
functions that do not comply with guidelines anahstards established under the 1996 Act. The 199@#oses several duties on a LEC if it
receives a specific request from another entitychvisieeks to connect with or provide services uieg_EC's network. These include the
duties (i) to refrain from prohibitin



resale of its service, (ii) to provide number pbitity, (iii) to provide dialing parity, (iv) to &brd access to poles, ducts, conduits, and rights-
of-way, and (v) to establish reciprocal compensatioargements for the transport and terminationadfitr. In addition, each incumbent LE

is obligated to (i) negotiate interconnection agreats in good faith, (ii) provide "unbundled" ace#s all aspects of the LEC's network, (iii)
offer resale of its telecommunications servicesltablesale rates and (iv) permit competitors toamalte its physical plant on the LEC's
property, or provide virtual collocation if physi@llocation is not practicable. Under the 199@'é\cural telephone company exemption,
each of the Company's telephone subsidiaries impxEom certain interconnection requirements with time as the appropriate state
regulatory commission receives notice that a baterequest has been presented to such compamtdaronnection, services or network
elements and such commission determines that theseis technically feasible, not unduly econotidaurdensome and is consistent with
the universal service provisions contained in tA@6lAct. Facility interconnection charges are reggito be based on cost (to be determined
without a rate-of-return or other rate-based prdioag and may include a reasonable profit. The 188&Bprovides that each LEC, to the
extent that it provides wireline services, shallda statutory duty to provide equal access andisorimination to interexchange carriers and
information service providers. In August 1996 tl&d-issued an order which included rules implemegntimost of the interconnection
provisions of the 1996 Act. Under the FCC's ordaral LECs will have the burden of proving the éoning availability of the rural telepho
company exemption. The FCC order is currently stilifejudicial review. Management believes that1B886 Act will ultimately increase
competition in its telephone service areas, althahg form and degree of competition cannot bertesoed until such time as the FCC (and,
in certain instances, state regulatory commissiadepts final and nonappealable implementing reigums.

Of the 14 states in which the Company providegptaee services, most (including Wisconsin, Louigja@dhio and Michigan) have taken
legislative or regulatory steps to introduce coritiget into the local exchange business. Largelg assult thereof, several well-established
interexchange carriers, competitive access prosided cable television companies have accelerag#ddevelopment of networks and
facilities designed to provide local exchange smj principally in larger cities. Other companigth wireline experience (including electric
utilities) are expected to explore opportunitieshis market, along with wireless companies an@ioémerging technology companies. A
cable company has requested authorization to pedeithl exchange service in a portion of the Coryiseservice area in Ohio, and it is
anticipated that similar action may be taken byethn the Company's service areas. States cdm)yifso desire, introduce more competition
than is mandated under the 1996 Act.

Competition from competitive access providers atieis has increased and is expected to continmertease. Competitive access providers,
which originally were formed to provide redundamseyvices, have provided access services in urleas dor several years, and more rece
have begun to provide competiti



local exchange services. Although competitive aspesviders have thus far not significantly affelctee Company, in the future the
Company may face competition from competitive asgesviders in its operating areas located negefanrban areas.

In addition to receiving services directly from goamies competing with incumbent LECs, interexchasggéers and other users of toll
service are expected to increasingly seek othensteabypass LECs' switching services and locafidigion facilities. There are several
ways which users of toll service can bypass the @amy's switching services. Certain interexchangeera provide services which allow
users to divert their traffic from LECs' usage-stves services to their flat-rate services. In diddi, users or interexchange carriers may
construct, modify or lease facilities to transmitftic directly from a user to an interexchangeriear Cable television companies, in particu
may be able to modify their networks to partialtycompletely bypass the Company's local networktedwer, users may choose to use
wireless services to bypass LECs' switching sesvidéthough certain of the Company's telephoneiglidrses have experienced a loss of
traffic to such bypass, the Company believes taimpact of such loss on revenues has not beaifisamnt.

Historically, cellular communications services haemplemented traditional LEC services. Howeveg,@lompany anticipates that existing
and emerging mobile communications technologiekimgreasingly compete with traditional LEC sensc@&echnological and regulatory
developments in cellular telephone, personal conications services, digital microwave, coaxial caffileer optics, local-multipoint-
distribution services and other wired and wirekeshinologies are expected to further permit theelbgment of alternatives to traditional
landline services. For further information on cirtaf these developments, see "Mobile Communicati®perations - Regulation and
Competition."

To the extent that the telephone industry increggiexperiences competition, the size and resowteach respective competitor may
increasingly influence its prospects. Many compswigrrently providing or planning to provide conifie¢ telecommunication services have
substantially greater assets and resources thabaimpany, and several are not subject to the sagqwdatory constraints as the Company.

The Company anticipates that the traditional openatof LECs will be increasingly impacted by contd technological developments as
well as legislative and regulatory initiatives &tiag the ability of LECs to provide new serviceglahe capability of cable television
companies, interexchange carriers, competitivesacpsoviders and others to provide competitive ISe€vices. Competition relating to
services traditionally provided solely by LECs igected to initially affect large urban areas @reater extent than rural, suburban and small
urban areas such as those in which the CompanygiageiThe Company intends to actively monitor tleseslopments, to observe the effect
of emerging competitive trends in initial competit



markets and to continue to evaluate new busingssramities that may arise out of future technatagjilegislative and regulatory
developments.

The Company anticipates that revenue reductiodsoedur in the future in its telephone operatigmémarily as a result of regulatory chang
and competitive pressures. However, the Companyipates that such reductions may be minimizedisyeases in revenues attributable to
increased demand for enhanced services and newgirofferings. While the Company expects its tetaphrevenues to continue to grow
over the short term, its internal telephone revegnoavth rate may slow during upcoming periods.

MOBILE COMMUNICATIONS OPERATIONS

According to data derived from published sourdes,Gompany is the twelfth largest cellular teleghoompany in the United States base:
the Company's owned pops. The number of pops olwedcellular operator does not represent the nuwfgsers of cellular service and is
not necessarily indicative of the number of potrgubscribers. Rather, this term is frequenthydusea basis for comparing the size of
cellular system operators. At December 31, 1996 Qbmpany owned approximately 8.0 million popsybfch 70% were applicable to
MSAs and 30% were RSA pops.

Cellular Industry

The cellular telephone industry has been in exigdar less than 15 years in the United Statefioiigh the industry is relatively new, it has
grown significantly during this period and celluervice is now available in substantially all @re&the United States. According to the
Cellular Telecommunications Industry AssociatianDiecember 1996 there were estimated to be ovarilidn cellular customers across the
United States.

Cellular mobile telephone service is capable ohkggality, high-capacity communications to and freemicle-mounted and hand-held radio
telephones. Cellular systems, if properly desigamed equipped, are capable of handling thousandalisfat any given time and are capabl
providing service to tens of thousands of subscsibea market.

In a cellular telephone system, the licensed seraiea is subdivided into geographic areas, as.detich cell has its own transmitter and
receiver that communicates by radio signal withutei telephones located within the cell. Each ellonnected by a telephone circuit or
microwave to a Mobile Telephone Switching Offic'SO"), which in turn is connected to the worldwidéephone networl



Communications within a cellular system are coigby the MTSO through a transfer process aslalaetelephone user moves from one
cell to another. In this process, when the sigtrahgth of a call declines to a predetermined lethel MTSO determines if the signal strength
from an adjacent cell is greater and, if so, trarssthe call to the adjacent cell. Software whatilitates the transfer between adjacent cells of
different cellular systems using equipment of d#fg¢ manufacturers has been implemented by the @oynp

Cellular telephone systems have high subscribeaagpbecause of the substantial frequency specslionated to these systems by the FCC
and because frequencies can be reused througleosydtem. Frequency reuse is possible becausetigrtission power of cell site
equipment and mobile units is relatively low. THere, signals on the same channel will not interfeith each other if they are transmittec
cells that are sufficiently far apart. Reuse miikigpthe capacity of channels available to theesystperator and thereby increases the
telephone calling capacity.

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 private.
Providers of certain services competitive with @elt are currently incorporating digital technoldgyo their operations, and are expected to
continue to do so in the future. In recent yeaves® cellular carriers have installed digital a&dr voice transmission facilities in certain
larger markets. During the fourth quarter of 199@, Company deployed digital service in four ofMtSA markets and plans to deploy digital
service in the majority of its remaining MSAs aredtain of its RSAs in 1997. See "-Regulation andn@etition-Developments Affecting
Mobile Communications Competition."

Construction and Maintenance

The construction and maintenance of cellular systisngapital intensive. Although all of the CompanySA and RSA systems are
operational, the Company has continued to addsiteB to increase coverage, provide additional@apaxpand areas where hand-held
cellular phones may be used and improve the quaflitiese systems. In 1996 the Company completestieation of 69 cell sites in markets
operated by the Company. At December 31, 1996Ctrapany operated 354 cell sites in its majority-edrmarkets.

During the last few years the Company upgradeaireportions of its cellular systems to be capallproviding digital service. As
mentioned above, the Company implemented digitais®in certain markets during 1996 using the TDRi§ital standard and plans to
install digital voice transmission facilities inhetr markets in 1997. See "-Regulation and Compatiflevelopments Affecting Mobile
Communication:



Competition." Total capital expenditures relatednajority-owned cellular systems operated by then@any were approximately $84 million
in 1996 and are anticipated to be approximately@élfon in 1997.

Strategy

The Company's business development strategy foelkslar telephone operations is to secure opegatontrol of service areas that are
geographically clustered. Clustered cellular systard the Company's marketing efforts and proviiéous operating and service advanta
Approximately 48% of the Company's pops in markgtsrated by the Company are in a single, contigaotuster of eight MSAs and seven
RSAs in Michigan; another 21% 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 teleysobe functionally compatible with the cellulastgyns in all United States market areas.
Company charges premium rates (compared to rategethto the Company's customers) for roaming semiovided to most non-Company
customers. The Company's Michigan cellular propsiiiclude a significant portion of the interstaighway corridor between Chicago and
Detroit; its Louisiana properties include an easstinterstate highway and a north-south interstigieway which intersect in its Louisiana
cellular service area; and its Mississippi progartnclude two east-west interstate highways awdnwrth-south interstate highways. See "-
Services, Customers and System Usage."

Based on its review of publicly available data, @@mpany believes that it has the second high@éstahowned cellular pops to telephone
access lines among the 20 largest telephone copgpé@rased on access lines) in the United StatdbeAdnd of 1996, the Company provided
cellular service in markets covering 38% of iteptone customers. In early 1997 the Company wasdadd 2 PCS licenses in connection
with the FCC's D and E block auctions of 10MHz Hi€&nses. The licenses, 11 of which are in Michjgaili allow the Company to provide
an additional alternative to the LEC's serviceh@ areas covered by the PCS licenses. The Comganyrently negotiating for additional
PCS ownership.

Marketing

The Company markets its cellular services throwgyesal distribution channels, including independegents, its direct sales force and retalil
outlets owned by the Company and others. The Coypaallular sales force consists of almost 35@p®hdent agents, which generate a
majority of the Company's new subscribt



and over 200 sales employees. Each sales emplogdadependent agent solicits cellular customectusively for the Company. Company
sales employees are compensated by salary and ssiomand independent sales agents are paid coimnsis$he Company advertises its
services through various means, including diredt, mélboard, magazine, radio, television and npeyser 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 agera salary/incentive payment to a direct sales pefsoaddition, the Company discounts the
cost of cellular telephone equipment, and peridl§icans promotions which provide some amount diaéhactivation, access or airtime free
to new subscribers. The cost of acquisition pesgsubscriber addition ($283 in 1996) remains drikeolargest expenses in conducting the
Company's cellular operations.

Since 1994, AT&T Corp. has marketed cellular serviader the AT&T brand name. The Company compeiidsAT &T in three of the
MSAs it operates and several of its operated R84sle AT&T and several of the Company's other cotitpes have substantially greater
resources than the Company, the Company intencisntiinue to modify certain of its price plans angblement certain other plans and
promotions in order to retain current customersattvdct new customers.

Services, Customers and System Usage

There are a number of different types of celludephones, all of which are currently compatibléhveellular systems nationwide. The
Company sells a full range of vehicle-mounted, spamtable, and hand-held portable cellular telepsoReatures offered in the cellular
telephones sold by the Company include hands-fieg, repeat dialing, horn alert and others.

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 separatetyap purchase rate plans which bundle these ssruicdifferent 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 catently it has begun to offer plans which includatfires such as unlimited toll calls and
unlimited weekend calling in certain calling are@sstom-calling features provided by the Compaiejuitie call-forwarding, call-waiting,
three-way calling and nanswer transfer. The Company offers voice messayéce in many of its markets. This service, whighctions like

a sophisticated answering machine, allows custotnerceive messages from callers when they aravaitable to take calls. In the
Company's markets where digital service has beployged, customers can subscribe to caller ID ahdradigital enhancemen



Cellular customers come from a wide range of octtaps. They typically include a large proportioniediividuals who work outside of their
office, such as employees in the construction, estdte, wholesale and retail distribution busiegsand professionals. More customers are
selecting portable and other transportable celtgl@phones as these units become more compattilntbatured, as well as more
attractively priced. The average monthly cellulanvice revenue per customer declined to $63 in T886 $66 in 1995 and $69 in 1994. It is
anticipated that average revenue per customer orayncie to decline (i) as market penetration insesaand additional lower usage custor
are activated and (ii) as competitive pressuras ftarrent and future wireless communications prersdntensify and place additional
pressure on rates. 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" epérators of other cellular systems covering vilual markets in the United States;
such agreements offer the Company's customerihatoinity 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 ifos#hvice is typically at premium rates, and Iketiby the Company to the customer's
home system, which then bills the customer. In sorstances, based on competitive factors and finhnonsiderations, the Company
charges a lower amount to its customers than ttruatractually charged by the servicing cellulariearfor roaming. The Company
anticipates that competitive factors and industmysolidation may place further pressure on chargmegnium roaming rates. For additional
information on roaming revenue, see "-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 haveemphted 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 portion of the cht
in the Company's markets is due to the Companyudisecting service to customers for nonpaymentltsf fair cellular service. In addition,
the Company faces substantial competition fronother cellular provider in certain of its markefsie Company's churn rate was 2.37% in
1996 and 2.42% in 1995. The Company is attemptirigwer the churn rate by increasing its proactivsetomer service efforts and through
the implementation of additional customer retenfjoograms.

During recent years, the Company's cellular subsih experienced strong subscriber growth inabetti quarter, primarily due to increased
holiday season sale



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

Year Ended or At December 31,

1996 1995 1994

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

Cellular systems operated 34 33 31
Population of systems operated (Note 2) 7,0 97,568 6,877,598 6,359,699
Customers (Note 3):

At beginning of period 2 90,075 211,710 116,484

Additions 1 65,377 139,836 110,636

Net acquisitions/dispositions 4,850 8,699 30,743

Disconnects, net of reconnects 92,069 70,170 46,153

At end of period 3 68,233 290,075 211,710
Market penetration at end of period (Note 4) 519% 4.22 3.33
Churn rate (Note 5) 2.37% 242 1.99
Average monthly cellular service revenue

per customer $ 63 66 69
Construction expenditures (in thousands) $ 83,679 41,990 39,937

All operated MSA and RSA systems (Note 6):

Cellular systems operated 38 37 36
Population of systems operated (Note 2) 7,9 46,442 7,721,569 7,445,571
Customers at end of period (Note 7) 4 07,400 313,430 227,140
Market penetration at end of period (Note 8) 5.13% 4.06 3.05
Churn rate (Note 5) 2.32%  2.39 2.29

Notes:

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

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

. Computed by dividing the number of customerhatend of the period by the total population cfteyns referred to in note 1.

. Represents the average percentage of custonagidisconnect on a monthly basis.

. Represents the total number of systems thattimepany operated, including systems in which itsdo& own a majority interest.

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

. Computed by dividing the number of customeithatend of the period by the total population afteyns referred to in note 6.
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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@ios 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 systemstttmCompany owned as of December 31,
1996:



1996 Co
population Ownership p
(Note 1) percentage Dec

Majority-owned and operated MSAs

Grand Rapids, Ml
Lansing-E. Lansing, Ml
Saginaw-Bay
City-Midland, MI
Kalamazoo, Ml

739,158
496,879 97.00

402,519 91.70 3
306,098 97.00 2

Battle Creek, Ml 194,414 97.00 1
Muskegon, Ml 188,491 97.00 1
Benton Harbor, Ml 161,660 97.00 1
Jackson, Ml 154,352 97.00 1

378,941 87.00 3

141,580 100.00 1

147,876 87.00 1
418,523 87.33

Shreveport, LA
Alexandria, LA
Monroe, LA

Jackson, MS (Note 4)
Biloxi-Gulfport,

MS (Note 4) 232,839 9312 2
Pascagoula, MS (Note 4) 129,580 86.12
La Crosse, WI 102,239 95.00
Pine Bluff, AR 83,443 100.00
McAllen-Edinburg-

Mission, TX (Note 4)
Brownsuville-Harlingen,

TX (Note 4) 315,875 7781 2
Texarkana, AR/TX

492,998 6833 3

5,224,446 4,7

Minority-owned MSAs

Flint, MI 506,014  3.20%
Detroit, Ml 4,601,330 320 1
Appleton-Oshkosh-

Neenah, WI 478,129 10.83

Little Rock, AR
Lafayette, LA

547,406 36.00 1
258,524 49.00 1

Austin, TX 940,500 35.00 3
Dallas-Ft. Worth, TX 4,398,889 .50
Sherman-Denison, TX 98,246 .50
11,829,038 8

Total MSAs 17,053,484 5,6
Operated RSAs
Arkansas 2 83,956 82.00% 6
Arkansas 3 103,016 82.00

Arkansas 11
Arkansas 12
Louisiana 1
Louisiana 2
Louisiana 3 (B2)
Louisiana 4

187,673 80.00
114,736  87.00
115,681 87.00 10

95,554 87.00 8

73,532 100.00 7

8
67,319 89.00 5
15
9

97.00% 7
4

3

136,981 89.00 1

1

The

mpany's

ops at

Other
cellular
operator

ember 31,1996 (Note 2)

8,844
4,473
9,914
0,138
9,820
0,642
3,132
3,532

AirTouch
AirTouch

AirTouch
Centennial
Centennial
AirTouch
Masters Cellular
Centennial
AT&T
Centennial
AT&T

MCTA

Cellular South
Cellular South
U. S. Cellular
SBC

SBC

SBC
AT&T

Note 3
Note 3

Note 3
Note 3
Note 3
Note 3
Note 3
Note 3

SBC

SBC

AT&T

SBC

Cellular One
AT&T/Centennial
AT&T/Centennial
Centennial



Michigan 3 157,905 38.76 6 1,208 Unitel
Michigan 4 131,551 100.00 13 1,551 RFB
Michigan 5 157,820 38.76 6 1,175 Unitel
Michigan 6 137,778 98.00 13 5,022 Centennial
Michigan 7 239,804 41.78 10 0,202 Centennial
Michigan 8 98,358 97.00 9 5,407 Allegan Cellular
Michigan 9 293,345 43.38 12 7,253 Centennial
Mississippi 2 (Note 4) 244,570 100.00 24 4,570 Bell South
Mobility

Mississippi 6 (Note 4) 182,538 100.00 18 2,538 Cellular South
Mississippi 7 (Note 4) 179,227 100.00 17 9,227 MCTA
Texas 7 (B6) 57,633 89.00 5 1,293 AT&T

2,721,996 2,08 9,941
Non-operated RSAs
Arizona 2 249,229 21.30% 5 3,077 Note 3
Michigan 10 135,060 26.00 3 5,116 Note 3
Minnesota 11 206,076 13.01 2 6,806 Note 3
New Mexico 4W 136,354 35.71 4 8,698 Note 3
Texas 16 322,312 9.60 3 0,942 Note 3
Wisconsin 1 109,883 8.44 9,276 Note 3
Wisconsin 2 85,161 12.81 1 0,909 Note 3
Wisconsin 3 140,259 1429 2 0,037 Note 3
Wisconsin 6 114,832 2857 3 2,809 Note 3
Wisconsin 8 233,713  4.00 9,349 Note 3
Wisconsin 10 128,962 15.00 1 9,344 Note 3

1,861,841 29 6,363

Total RSAs 4,583,837 2,38 6,304
21,637,321 7,99 8,727

Notes:

1. Based on 1996 independent third-party populagiimates.
2. Information provided to the best of the Compsahkyiowledge.
3. Markets not operated by the Company.

4. Represents a non-wireline interest.

Operations

A substantial number of the cellular systems in M®ferated by the Company are owned by limitechpeships in which the Company is a
general partner ("MSA Partnerships"). Most of thpagnerships are governed by partnership agresmeétit similar terms, including, amo
other things, customary provisions concerning ehgibntributions, sharing of profits and losseg dissolution and termination of the
partnership. Most of these partnership agreemesstisaomplete operational control of the partnerstith the general partner. The general
partner typically has the power to manage, supemisl conduct the affairs of t



partnership, make all decisions appropriate in egtion with the business purposes of the partnersinid incur obligations and execute
agreements on behalf of the partnership. The gkparmer also may make decisions regarding the &ind amount of cash contributions and
distributions, and the nature, timing and extentaristruction, without the consent of the othetmmas. The Company owns more than 50%
of all of the MSA Partnerships.

A substantial number of the cellular systems in R®perated by the Company are also owned by linvitegeneral 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 theserpaghips, the noncontrolling partners have thet tiglvote on major issues such as the
annual budget and system design. In a few of thadeerships, the Company's management positifom & limited term (similar to a
management contract) and the other partners ipattaership 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 make these partnership interests
difficult to sell to a third party.

Revenue

The following table reflects the major revenue gatées for the Company's mobile communications af@ns as a percentage of mobile
communications operating revenues in 1996, 1995186d.

1996 1995 1994
Cellular access fees and toll revenues  79.7% 79.5 7.7
Cellular roaming 18.6 17.7 16.1
Equipment sales 1.7 2.8 4.3
Paging services (Note) - - 1.9

100.0% 100.0 100.0

Note: The Company's paging operations were soldcitmber 1994

For further information on these revenue categpses -Services, Customers and System Usa



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.

Cellular Licensing Process. During the 1980's aartye1990's, the FCC awarded two licenses to peellular service in each market. Each
licensee is required to provide service to a ded@phportion of the area or population in its leeth area as a condition to maintaining that
license. Initially, one license was reserved fanpanies offering local telephone service in thekaafthe wireline carrier) and one license
was available for firms unaffiliated with the lodalephone company (the non-wireline carrier). 8imid-1986, the FCC has permitted
telephone companies or their affiliates to acqo@etrol of non-wireline licenses in markets in whitey do not hold interests in the wireline
license.

The completion of acquisitions involving the tragrsdf control of a cellular system requires pri@@G-approval and, in certain cases, receipt
of other federal and state regulatory approvalgjuigitions of minority interests generally do netjuire FCC approval. Whenever FCC
approval is required, any interested party maydifgetition to dismiss or deny the applicationdpproval of the proposed transfer.

Initial operating licenses were granted for tenrygriods and are renewable upon application t¢-€ for periods of ten years. Licenses
may be revoked and license renewal applicationgeddor cause. There may be competition for licengmon the expiration of the initial ten-
year terms and there is no assurance that anyséoeill be renewed, although the FCC has issuegtiidn that grants a renewal expecta
during the license renewal period to incumbentisees that substantially comply with the terms@ndlitions of their cellular authorizatio
and the FCC's regulations. The licenses for the M@#kets operated by the Company were initiallyngrd between 1984 and 1987, and
licenses for operated RSAs were initially grantetineen 1989 and 1991. The Company intends toditewal applications for its licenses
which will otherwise expire in 1997.

In addition to regulation by the FCC, cellular €yat are subject to certain Federal Aviation Adntiation tower height regulations
concerning the siting and construction of cellatansmitter towers and antennas.

Cellular operators are also subject to state acal lkegulation in some instances. Although the F@€ pre-empted the states from exercising
jurisdiction in the areas of licensing, technidalnglards and market structure, certain statesneqallular 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 technical arrangesremi charges for interconnection with the landfieevork, and the transfer of interests in
cellular systems. The siting and construction efehllular facilities may also be subject to statéocal zoning, land use and other local
regulations.

Competition between cellular providers in each maaik conducted principally on the basis of seiwiaed enhancements offered, the
technical quality and coverage of the system, fuald responsiveness of customer service, and.fiompetition may be intense. For a
listing of the Company's competitors in cellularrkeds operated by the Company, see "- The Comp&msifslar Interests." Under applicable
law, the Company is required to permit the resglbfiits services. In certain larger markets andertain market segments, competition from
resellers may be significant. There is also sulbistatompetition for agents. Certain of the Compampmpetitors have substantially greater
assets and resources than the Company.

Developments Affecting Mobile Communications Coniteai. Continued and rapid technological advancethe communications field,
coupled with legislative and regulatory uncertajmhake it difficult to (i) predict the extent oftfire competition to cellular systems, (i)
determine which emerging technologies pose the mabte alternatives to the Company's cellular apens, or (iii) list each development
that may ultimately impact the Company's cellulpemtions.

Several recent FCC initiatives have resulted inaflecation of additional radio spectrum or theussce of licenses for emerging mobile
communications technologies that have or may beamngetitive with the Company's cellular and tetapd operations, including personal
communication services ("PCS"). Although thereasuniversally recognized definition of PCS, thertés generally used to refer to wireless
services to be provided by licensees operatingen850 MHz to 1990 MHz radio frequency band usimgrocells and high-capacity digital
technology. In 1996 and early 1997 the FCC auctameto six PCS licenses per market. Two 30MHzUesgy blocks were awarded for
each of the 51 Rand McNally Major Trading Areas TA%"), while one 30MHz and three 10MHz frequencydids were awarded for each of
the 493 Rand McNally Basic Trading Areas ("BTAs'he Company did not participate in the FCC's auctibthe MTA licenses. In early
1997 the Company was awarded 12 PCS licenses imectian with the FCC's D and E block auctions dfiHxz PCS licenses. The licenses
cover areas with a total population of approximafeur million; the Company's investment in theelises was $4.6 million. The Company
expects to begin the construction of networks i71® be utilized in providing PCS services untberltcenses.

PCS technology permits PCS operators to offer e@é®bata, image and multimedia services. The BR§eS providers commenced initial
operations in late 1996, and have announced ptasstistantially increase their operations in 19%us far the Company has experienced
PCS competition in only one of its markets. Theeakto which PCS will offer services in the Companyarkets that are complementary or
competitive



with cellular services is uncertain, and is expgdtebe influenced by continuing developments irSR@d cellular technologies.

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 taxicatzktaw truck operators) to configure their systemss to operate in a manner similar to
cellular systems. The Company believes that SMReByS are operating in a majority of its cellularkeds. One well-established SMR
provider has constructed a nationwide digital mobdmmunications system to compete with cellulatesys. Other similar communication
services which have the technical capability todi@mnobile telephone calls may provide competitionertain markets, although these
services currently lack the subscriber capacityetiular systems. Paging or beeper services thatife text message and data display as well
as tones may be adequate for potential subscriderdo not need to communicate with the caller. NMokatellite systems, in which
transmissions are between mobile units and sallihay ultimately be successful in obtaining miaskare from cellular systems which
communicate directly to land-based stations.

Several companies are currently developing and atiawk small hand-held devices that provide digitekless data transmission services that
compete with similar analog services currently gednovided by cellular companies.

Recently, several large cellular providers havegeeéwith other companies or formed joint ventufidee resulting entities have substantially
greater assets and resources than the Companyabeféhese joint ventures pooled their resoutogaurchase PCS licenses and to develop
the associated markets. For more information, 9darketing."

Although it is uncertain how PCS, SMR, mobile dédtd and other emerging technologies will ultinhateffect the Company, the Company
anticipates that it will face increased competitiosome of its markets in the near term. Howergmagement believes that providing digital
services and applying new microcellular technolsgieould permit its cellular systems to provide/isess comparable with the emerging
technologies described above, although no asswaacebe given that this will happen or that futechnological advances or legislative or
regulatory changes will not create additional searaf competition.

OTHER OPERATIONS

The Company also provides long distance, operatonpetitive access and interactive services iragetbcal and regional markets, as wel
certain printing and related services. The resflthese operation



which accounted for 6.4% and .1%, respectivelfhefCompany's consolidated revenues and operatiogrie during 1996, are reflected for
financial reporting purposes in the "Other operafosection in operating income.

Long Distance. In 1996 the Company began markéting distance service in all of its equal accelepteone operating areas. At December
31, 1996, the Company provided long distance sesic certain of its local exchange markets to ntlea@ 110,000 customers, which
represented a 137% increase from the number odrmess served as of January 1, 1996. Although threpg@oy owns and operates long
distance switches in La Crosse, Wisconsin and Sarcdd, Texas, it anticipates that most of its filong distance service revenues will be
provided by reselling service purchased from othellities-based long distance providers. The Comygatends to continue to expand its
long distance business, principally through resglirrangements.

Competitive access. The Company's competitive acadssidiary has constructed a 231-mile fiber amimvork which allows the Company
to offer certain competitive access services irt Béorth and Arlington, Texas, along with a portimidowntown Dallas. The subsidiary,
which also has smaller networks in Austin and SatoAio, Texas, provides enhanced data transmissiniices, transport to local area
network users, and central office interconnectmimarily for large business customers. The subsjdalso provides transport for origination
and termination services for long distance commariibe Company plans for the subsidiary to bedieriofy competitive local exchange
service in certain of its service areas in 1997ilgihe Company plans to continue to pursue theldgwment of its competitive access
business in Texas, it is also considering otheraédttives, such as possibly acquiring other cortipeticcess operations or merging the
subsidiary with another competitive access comp#rtyile the Company expects to increasingly incugraging losses in such business
during the next few years, the amount of such kg&k be dependent upon how quickly the subsidiaapsitions to a fulservice competitiv
local exchange carrier.

Other. The Company provides 0+ and 0- operatolices\for retail and wholesale markets. The retaithkat consists primarily of the
hospitality and payphone industries. The wholeswdeket consists of other independent telephone aaimp and interexchange carriers.

The Company has a subsidiary which provides audistrvices, fax-omlemand services, and interactive marketing suraagsresearch. T
advertising and consumer information provided tiglothe audiotext services is supplied by the bssiee that advertise. The Company has
another subsidiary that provides printing, datalmaaragement and direct mail services which, inwaetjon with the subsidiary that provic
marketing surveys and research, can provide a @mpiarket research package to customers.

Certain service subsidiaries of the company proindgllation and maintenance services, materiadssapplies, and managerial, technical
and accounting services to the telephone and mobitenunication:



operating subsidiaries. In addition, Century pregi@nd bills management services to subsidiarigsnacertain instances makes interest
bearing advances to finance construction of pladt@urchases of equipment. These transactiongeneded by the Company's regulated
telephone subsidiaries at their cost to the exiemitted by regulatory authorities. Intercompanyfip on transactions with regulated
affiliates is limited to a reasonable return oneistment and has not been eliminated in connectitthoonsolidating the results of operations
of Century and its subsidiaries. Such intercompano¥it is reflected in operating income in the "@tloperations" segment.

OTHER MATTERS

The Company has certain obligations based on fedtate and local laws relating to the protectibthe environment. Costs of compliance
through 1996 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 3, 5,6.8nd 17 of Notes to Consolidated
Financial Statements set forth in Item 8 elsewherein.

Item 2. Properties.

The Company's properties consist principally ofdlgphone lines, central office equipment, teleghimstruments and related equipment, and
land and building related to telephone operations (@) switching and cell site equipment relatectéllular telephone operations. As of
December 31, 1996, the Company's gross propegwt phd equipment of approximately $1.7 billion sisted of the following:

Telephone
Cable and Wire.........ccocvevviiieeennnnns .. 43.1%
Central office equipment .. 231
General SUPPOrt.......ccccvvvvveeeeereenennn. .. 6.1
Information origination/termination equipment. .. 16
Construction in progress. ..........cceeeeene 2.3
Other......cooviiiiiiee e 3
76.5
Mobile communications
Cell Site...ovvveeiiiiiieeeecce 12.1
General SUPPOrt.......cccocuveeeeniiineeeenn. 2.8
Construction in progress. .........ccceeeeene 9
Other......cooviiiiiiiiee e 2
16.0
Other.. ..o 7.5



"Cable and wire" facilities consist primarily of tied cable and aerial cable, poles, wire, conduit @ops. "Central office equipment"
consists primarily of switching equipment, circeguipment and related facilities. "General suppootisists primarily of land, buildings,
tools, furnishings, fixtures, motor vehicles andrkvequipment. "Information origination/ terminatiequipment” consists primarily of
premise equipment (private branch exchanges aaphehes) for official company use. "Cell site" detssprimarily of radio frequency
channel equipment, switching equipment and tow€snstruction in progress" includes property of fibilegoing categories that has not b
placed in service because it is still under comnsion.

Most of the properties of the Company's telephaisigliaries are subject to mortgages securinge¢bé 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 offised in its cellular operations; certain of its\gmitter sites are leased while others are
owned by the Company. For further information oa litlcation and type of the Company's properties tise descriptions of the Company's
telephone and mobile communications operationteim [L.

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, act 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 Securityolders.
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 referenc



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

Century's common stock is listed on the New Yorc&tExchange and is traded under the symbol CTE.fohowing table sets forth the
high and low sale prices, along with the quartdilydends, for each of the quarters indicated:

Sale prices
---------------- Dividend per
High Low common share
1995:
First quarter $33-1/8 29 .0825
Second quarter $31-3/4 27-1/2 .0825
Third quarter $32-1/8 27 .0825
Fourth quarter $32-1/8 27-1/2 .0825
1996:
First quarter $35-1/2 31-1/4 .09
Second quarter $34-1/4 30-3/8 .09
Third quarter $34-1/2 30-1/2 .09
Fourth quarter $34-1/2 28-1/2 .09

Common stock dividends during 1995 and 1996 weid g@ch quarter. As of February 28, 1997, thereevapproximately 6,600 stockhold:
of record of Century's common stock.

Iltem 6. Selected Financial Data.

The following table presents certain selected clissi@d financial data as of and for each of thergeended in the five-year period ended
December 31, 1996:
Selected Income Statement Data

Year end

ed December 31,

(Dollars, excep
and shares exp
Operating revenues

t per share amounts,
ressed in thousands)

Telephone $ 451,538 419,242 3 91,265 350,330 298,812
Mobile communications 250,243 197,494 1 50,802 84,712 62,092
Other 47,896 28,104 22,534 20,633 9,956

Total operating revenues

Operating income

$ 749,677 644,840 5

64,601 455,675 370,860

Telephone $ 155,183 143,527 1 37,992 114,902 103,672
Mobile communications 67,914 57,009 31,443 9,906 5,956
Other 199 2,383 3,371 3,201 3,324

Total operating income  $ 223,296 202,919

72,806 128,009 112,952




Income before cumulative

effect of changes in

accounting principles  $ 129,077 114,776 1 00,238 69,004 59,973
Cumulative effect of

changes in accounting

principles - - - - (15,668)

Net income $ 129,077 114,776 1 00,238 69,004 44,305

Fully diluted earnings
per share before
cumulative effect of
changes in accounting
principles $ 214 195 180 132 122

Cumulative effect of
changes in accounting
principles - - - - (.3

Fully diluted earnings
per share $ 214 1.9 180 1.32 .91

Dividends per common share $ .36 .33 .32 31 .293

Average fully diluted
shares outstanding 60,660 59,107 58,135 55,892 48,653

Selected Balance Sheet Data

De cember 31,
1996 1995 1994 1993 1992
(Dollar s in thousands)

Net property, plant

and equipment $ 1,149,012 1,047,808 9 47,131 827,776 675,878
Excess cost of net

assets acquired, net $ 532,410 493,655 4 41,436 297,158 217,688
Total assets $ 2,028,505 1,862,421 1,6 43,253 1,319,390 1,040,487
Long-term debt $ 625,930 622,904 5 18,603 364,433 346,944
Stockholders' equity $ 1,028,153 888,424 6 50,236 513,768 385,449

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, 1996:

Year ende d December 31,
1996 1995 1994 1993 1992
Telephone access lines 503,562 480,757 4 54,963 434,691 397,300

Cellular units in service
in majority-owned
markets 368,233 290,075 2 11,710 116,484 73,084




See Items 1 and 2 in Part | and notes 1, 5 and M®tes to Consolidated Financial Statements s¢h fo Item 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. is a regiohardified telecommunications company that is pritg@ngaged in providing traditional
telephone services and cellular mobile telephonécas. The 1996 net income of Century Telephontefpnises, Inc. and its subsidiaries (
"Company") increased to $129.1 million from $11Blion during 1995 and $100.2 million during 19%2ully diluted earnings per share for
1996 increased to $2.14 from $1.95 during 1995%in80 during 1994.

The Company's 1996 operating income was $223.8omilan increase of $20.4 million (10.0%) over 19@&rating income of $202.9
million. During 1996 the operating income of thenfmany's telephone and mobile communications segniecrieased $11.7 million (8.1%)
and $10.9 million (19.1%), respectively, while thgerating income of the Company's other operatimtseased $2.2 million (91.6%). The
Company's operating income during 1994 was $173I®m

Year ended December 31, 1996 1995 1994
(Dollars , except per share amounts,
and shares in thousands)
Operating income
Telephone $ 155,183 143,527 137,992
Mobile communications 67,914 57,009 31,443
Other 199 2,383 3,371
223,296 202,919 172,806
Interest expense (44,662 ) (43,615) (42,577)
Income from unconsolidated
cellular entities 26,952 20,084 15,698
Gain on sales of assets 815 6,782 15,877
Minority interest (6,675 ) (8,084) (3,377)
Other income and expense 3,916 4,982 3,111
Income tax expense (74,565 ) (68,292) (61,300)
Net income $ 129,077 114,776 100,238
Fully diluted earnings per share $ 214 1.95 1.80
Average fully diluted shares outstanding 60,660 59,107 58,135

The Company's mobile communications operationgecethe operations of the cellular entities in vilhilce Company has a majority
ownership interest. For additional information ceming the minority intere:



owners' share of the income of such entities aadCthmpany's share of earnings from cellular estitievhich it has less than a majority
interest, see Cellular Operations and Investments.

Contributions to operating revenues and operatingme by the Company's telephone, mobile commuaitatand other operations for each
of the years in the three-year period ended DeceBihel 996 were as follows:

Year ended December 31, 1996 1995 1994

Operating revenues

Telephone operations 60.2% 65.0 69.3

Mobile communications operations 33.4% 30.6 26.7

Other operations 6.4% 4.4 4.0
Operating income

Telephone operations 69.5% 70.7 79.9

Mobile communications operations 30.4% 28.1 18.2

Other operations 1% 1.2 1.9

During the three years ended December 31, 199&;dhepany has consummated the acquisitions of vatelephone and cellular operatic
See Notes 13 and 14 of Notes to Consolidated Fialb®tatements for additional information.

TELEPHONE OPERATIONS

The Company's telephone operations are conductedtah suburban and small urban communities istates. Approximately 87% of the
Company's telephone access lines are in Wiscolnsirisiana, Michigan, Ohio, Arkansas and Texas. djperating revenues, expenses and
income of the Company's telephone operations f8612995 and 1994 are summarized below.

Year ended December 31, 1996 1995 1994
(Doll ars in thousands)
Operating revenues
Local service $ 121,728 111,629 100,020
Network access 276,123 258,462 243,759
Other 53,687 49,151 47,486
451,538 419,242 391,265
Operating expenses
Plant operations 90,083 86,789 84,117
Customer operations 43,413 38,768 35,746
Corporate and other 67,066 63,834 60,235
Depreciation and amortization 95,793 86,324 73,175
296,355 275,715 253,273

Operating income $ 155,183 143,527 137,992




Local Service Revenues
Local service revenues are derived from the proxisif local exchange telephone services in the Gaylp service areas.

The $10.1 million increase in such revenues in ligekided $6.2 million due to the increase in thenber of customer access lines and $3.0
million due to the provision of custom calling feegs. Acquisitions contributed $2.0 million to th@95 increase of $11.6 million; $4.5

million of the 1995 increase was due to the inaaasaccess lines; $3.0 million was due to incrdaages for basic services; and $2.0 million
was due to the provision of custom calling featuhet®rnal access line growth during 1996, 1995 B84 was 4.3%, 4.4% and 4.1%,
respectively.

Network Access Revenues

Network access revenues primarily relate to sesvigevided to interexchange carriers (long distarareéers) in connection with tt
completion of long distance telephone calls. Mdshe Company's interstate network access reveangeeceived through pooling
arrangements administered by the National Exch&agger Association ("NECA") based on cost separasitudies. The NECA receives
access charges bhilled by the Company and othdcipating local exchange carriers ("LECs") to irstate long distance carriers and other
LEC customers for their use of the local exchargf@vark to complete long distance calls. These dmatg the long distance carriers and
other LEC customers are based on tariffed access filed with the Federal Communications Commisgié-CC") by the NECA on behalf
the Company and other participating LECs. Intrastettwork access revenues are based on accessosteseparation studies or special
settlement arrangements with intrastate long distaarriers.

Network access revenues increased $17.7 milli@¥%€bin 1996 and $14.7 million (6.0%) in 1995 duette following factors

1996 1995
increase increase
(decrease) (decrease)

(Dollars in thousands)

Increased recovery from the federal Universal

Service Fund ("USF") $ 7,532 4,394
Increased minutes of use 5,432 1,440
Partial recovery of increased operating expenses

through revenue pools in which the Company

participates with other telephone companies and

return on rate base 4,063 3,039
Acquisitions 726 4,821
Revision of prior year revenue settlement agreement s (2,296) (500)
Other, net 2,204 1,509

$17,661 14,703




Included in other, net in 1996 and 1995 were apprately $2.3 million and $2.0 million, respectivebf revenue increases associated with a
change in the methodology applied in the networdesas revenue billing process, a change which hers t@mpletely phased in. Included in
other, net in 1996 and 1995 were reductions of $iilifon and $500,000, respectively, in access fhesto the previously-announced
reduction in intrastate switched access rates miaddsy the Louisiana Public Service Commission SCP) which is being phased in from
July 1995 through July 1997. As such reductioraies continues to be phased in, future accessuesenill be reduced approximately $3.8
million in 1997 and an additional $1.4 million i98. The change in other, net in 1995 also incluesduction of $1.7 million in intrastate
high-cost assistance revenues as a result of éepiut of the Wisconsin state support fund; the & such revenues was offset by an
increase in local rates in the same jurisdictions.

Other Revenues

Other revenues include revenues related to (ijrigaselling, installing, maintaining and repairiogstomer premise telecommunications
equipment and wiring ("CPE services"), (ii) providibilling and collection services for interexcharaarriers, (iii) leasing network facilities,
(iv) participating in the publication of local da®ries and (v) providing Internet access. Reveffioes CPE services contributed $3.2 million
to the $4.5 million increase in other revenuesd@6t $1.4 million was attributable to the proviswiinternet access. Revenues from CPE
services and acquisitions contributed $1.9 milkowd $606,000, respectively, to the increase inratheenues in 1995. Such increases in 1996
and 1995 were partially offset by decreases imigiland collection revenues of $606,000 and $838,(spectively. Billing and collection
revenues are expected to continue to decreasein 19

Operating Expenses

Plant operations expenses during 1996 and 1998ased $3.3 million (3.8%) and $2.7 million (3.2%&spectively. Approximately $2.2
million of the 1996 increase was due to an incréasxpenses incurred in the provision of Intem@tess and $905,000 was due to an
increase in salaries and wages. Operating expatisiitable to acquisitions contributed $1.8 roitlito the 1995 increase. The remainder of
the 1995 increase was due to an increase in gemgegedting expenses.

Customer operations, corporate, and other expénseased $7.9 million (7.7%) in 1996, partiallyedo a $2.0 million increase in marketi
expenses. Exclusive of marketing expenses, expeamaased in the provision of CPE services werebli® million. Operating taxes increa:
$1.5 million in 1996 due partially to the increaselant in service. Expenses attributable to agitjons contributed $2.7 million to the 19



increase of $6.6 million (6.9%) in customer openagi, corporate, and other expenses. Ad valorens iageesased $1.2 million in 1995 and
marketing expenses increased $2.1 million.

Depreciation and amortization increased $9.5 mmil([®1.0%) and $13.1 million (18.0%) in 1996 and 4,.9@spectively. Depreciation expense
included nonrecurring additional depreciation cleargpproved by regulators in certain jurisdictiaméch aggregated $8.2 million in 1996
and $6.5 million in 1995. Approximately $1.0 mili@f the increase in 1995 was due to acquisiti®he.remaining increases in depreciation
and amortization in 1996 and 1995 were due to miggwels of plant in service. The composite detan rate for the Company's regulated
telephone properties, including the additional defation charges, was 7.5% for 1996 and 1995 &l#b for 1994.

Other

The Company anticipates certain other future regerductions in its telephone operations resulimgarily from regulatory changes and
competitive pressures. However, the Company aitiegpthat such reductions may be minimized by asae in revenues attributable to
increased demand for enhanced services and newgirofferings. While the Company expects its teteghrevenues to continue to grow
over the short term, its internal telephone revegrogvth rate may slow during upcoming periods.

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

CELLULAR OPERATIONS AND INVESTMENTS

Year ended December 31, 1996 1995 1994

(Dollars in thousands)

Operating income - mobile communications segment $67,914 57,009 31,443
Minority interest (7,062) (8,084) (3,377)
Income from unconsolidated cellular entities 26,952 20,084 15,698

$ 87,804 69,009 43,764

The Company's mobile communications segment reflB@0% of the results of operations of the cellaf#ities in which the Company has a
majority ownership interest. The minority interestners' share of the income of such entities iectfd in the Company's Consolidated
Statements of Income as an expense in "Minorigredt." See Minority Interest for additional infation. The Company's share of earnings
from the cellular entities in which it has lessrtlmajority interest is accounted for using theitggmethod and i



reflected in the Company's Consolidated Statenmritscome in "Income from unconsolidated cellulaties.” See Income from
Unconsolidated Cellular Entities for additionaldnhation.

MOBILE COMMUNICATIONS OPERATIONS

Substantially all of the Company's cellular custosragre located in Michigan, Louisiana, Arkansassd¥isippi and Texas. The operating
revenues, expenses and income of the Company'damaimhmunications operations for 1996, 1995 andt® summarized below.

Year ended December 31, 19 96 1995 1994

(Dollars in thousands)
Operating revenues

Service revenues $ 246, 037 191,953 141,325
Equipment sales 4, 206 5,541 6,554
Paging - - 2,923

250, 243 197,494 150,802

Operating expenses

Cost of equipment sold 12, 771 10,235 8,978

System operations 36, 301 25,902 22,881
General, administrative and

customer service 52, 891 39,471 33,171

Sales and marketing 46, 793 39,450 33,074

Depreciation and amortization 33, 573 25,427 21,255

182, 329 140,485 119,359
Operating income $ 67, 914 57,009 31,443

Based on its review of publicly available data, @@mpany believes that it has the second highéstahowned cellular pops (the population
of licensed cellular telephone markets multipligdtioe Company's proportionate equity interesthi@licensed operators thereof) to telept
access lines among the 20 largest telephone copgpérased on access lines) in the United States.

Operating Revenues

Cellular service revenues include monthly servassffor providing access and airtime to custonsers,ce fees for providing airtime to ott
carriers' customers roaming through the Compaeyisce areas, and toll revenue. Cellular servisemaes during 1996 increased to $246.0
million from $192.0 million in 1995 and $141.3 nioih in 1994.

The 1996 and 1995 increases in cellular servicermaes were primarily attributable to the increasallular customers resulting principally
from increased demand, acquisitions and expandss af service



Cellular units in service in the Company's majedtyned markets increased to 368,233 as of DeceB1helr996 from 290,075 as of
December 31, 1995 and 211,710 as of December 34, 18cluded in the 1996 and 1995 increases w@&=%04and 8,931, respectively, of
units added through acquisitions. Exclusive of #&itians, access and usage revenues increased I88Bod (25.6%) in 1996 and $30.8
million (30.3%) in 1995 and roaming and toll reveauncreased $11.8 million (24.2%) and $12.9 mil({86.0%) in 1996 and 1995,
respectively. Acquisitions contributed $7.8 milliand $4.0 million to the increases in cellular ggrvrevenues in 1996 and 1995, respecti

The average monthly cellular service revenue pstotner declined to $63 in 1996 from $66 in 1995 $&@ in 1994. It has been an industry-
wide trend that early subscribers have normallynlibe heaviest users and that a higher percenfagaosubscribers tend to be lower usage
customers. The average monthly service revenueystomer may further decline (i) as market penietndhcreases and additional lower
usage customers are activated and

(i) as competitive pressures from current andrieitwireless communications providers intensify ptate additional pressure on rates. The
Company is responding to such competitive presdayreamong other things, modifying certain of it&p plans and implementing certain
other plans and promotions, all of which are likielyresult in lower average revenue per customae. Gompany will continue to focus on
customer service and attempt to stimulate celusage by promoting the availability of certain emted services and by improving the
quality of its service through the constructioradflitional cell sites and other enhancements teygtem. During the fourth quarter of 1996,
the Company deployed digital service in four of\tstropolitan Statistical Area ("MSA") markets apldns to deploy digital service in the
majority of its remaining MSAs and certain of itaf@l Service Area markets in 1997.

Equipment sales decreased $1.3 million in 1996%nd million in 1995. Although the Company sold m@hones in 1996 than in 1995,
revenues decreased because the Company has inghgasild phones below cost, a practice which immon in the cellular industry.

The Company's paging operations were sold in Octb®@4.
Operating Expenses
The increases in cost of equipment sold during 861995 resulted from increases in the numbeelailar phones sold.

The $10.4 million (40.1%) increase in system openatexpenses in 1996 included a $4.0 million iaseein the net cost paid to other carriers
for cellular service provided to the Company's costrs who roam in the other carriers' service areascess of the amounts the Company
bills its customers and a $1.8 milli



increase in expenses associated with cellular fralid remainder of the increase in system opemmgapenses in 1996 resulted primarily
from the operation of new cell sites.

The Company operated 354 cell sites at Decembet®§ in entities in which it had a majority intst,ecompared to 277 at December 31,
1995 and 230 at December 31, 1994. In 1996 and, ¥3g5t cell sites and 24 cell sites, respectiveigre added through acquisitions.

System operations expenses increased $3.0 mill®2%) in 1995 primarily due to a $1.5 million irese in the net cost paid to other
carriers for cellular service provided to the Comga customers who roam in the other carriers'ise@reas in excess of the amounts the
Company bills its customers and a $1.5 million @ase in expenses incurred in the operation of mdivgites. The $3.0 million increase in
1995 was net of a $1.0 million decrease in opegagixpenses due to the sale of the Company's pagemgtions in 1994.

Most of the $13.4 million (34.0%) increase in getheadministrative and customer service expens@996 was related to increased expenses
resulting from a larger customer base. Customeicgeand retention costs increased $5.5 millioa,gtovision for doubtful accounts
increased $2.2 million, billing costs were $1.3limil higher and other general office expenses esed $3.9 million. Of the $6.3 million
increase in general, administrative and customeicgeexpenses in 1995, $1.4 million was due tinarease in billing costs, $1.2 million w
due to an increase in the provision for doubtfdeamts, $1.1 million was due to an increase inrogeseral office expenses and $620,000
represented increased customer service expenses.

Churn rate (the percentage of cellular customestérminate service) is an industry-wide concéhre Company faces substantial
competition from the other cellular provider inteén of its markets. A portion of the churn in tBempany's markets is due to the Company
disconnecting service to customers for nonpaymenbiils for cellular service. The Company's averagenthly churn rate was 2.37% in 1996
and 2.42% in 1995.

During 1996 and 1995, sales and marketing expense=ased $7.3 million (18.6%) and $6.4 million .3%®), respectively. The 1996 incre:
included a $3.7 million increase in advertising aatks promotions expenses, a portion of whichapaticable to the introduction of digital
service in certain of the Company's markets. Iritedd a $2.8 million increase in costs was incdrire selling products and services in retail
locations, including Company-owned stores. Appratiely $3.8 million of the 1995 increase was comiaiss paid to agents for selling
cellular services to new customers. The 1995 isaedso included a $1.8 million increase in adsing and sales promotions expenses. (
of operating the Company's retail stores, the @ifsthich was opened in late 1994, increased $&W1i® 1995



Depreciation and amortization increased $8.1 nmil([82.0%) in 1996 and $4.2 million (19.6%) in 139% primarily to higher levels of plant
in service.

Other

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

OTHER OPERATIONS

Other operations include the results of operat@fraibsidiaries of the Company which are not inethich the telephone or mobile
communications segments, including, but not limiwdhe Company's competitive access subsidiadytlz®m Company's nonregulated long
distance operations. Of the $19.8 million (70.48€yease in operating revenues in 1996, $15.9 miliias applicable to the long distance
operations; of the $22.0 million (85.4%) increas®perating expenses, $13.8 million was incurrethieylong distance operations. During
1996 the operating loss of the Company's competéncess subsidiary ($6.2 million) was $2.6 milljpeater than in 1995. While the
Company expects such loss to be greater in 199vithaas in 1996, the amount of such loss will bpehdent upon how quickly the
Company's competitive access subsidiary transitiomsfull-service competitive local exchange @atrirhe $988,000 decrease in operating
income in 1995 was substantially due to the losanmed by the Company's competitive access sulgiaial 995 ($3.6 million) being $1.8
million more than in 1994.

Certain of the Company's service subsidiaries plewmanagerial, operational, technical and accogstmvices, along with materials and
supplies, to the Company's telephone subsididriesccordance with regulatory accounting, intercamypprofit 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 in 1996 was approximately $7illan. For additional information applicable to 86 71, see Regulation and Competi
- Other Matters



INTEREST EXPENSE

Interest expense increased $1.0 million (2.4%)3861 primarily due to an increase in average datdtanding. In November 1995 the
Company issued $150.0 million of senior notes urdehnelf registration statement. The effect of biglverage interest rates increased int
expense $4.0 million in 1995. Such increase wastanhally offset by a decrease in interest expelugeto a decrease in average debt
outstanding as a result of the conversion in Felprii895 of the Company's $115.0 million of 6% canibde debentures into 4.5 million
shares of common stock. For additional informatgee Liquidity and Capital Resources - Financingitees and Note 5 of Notes to
Consolidated Financial Statements.

INCOME FROM UNCONSOLIDATED CELLULAR ENTITIES

Earnings from unconsolidated cellular entities, afehe amortization of associated goodwill, ina@@$6.9 million (34.2%) during 1996 and
$4.4 million (27.9%) during 1995 due to the imprment in profitability of the cellular entities inhich the Company owns less than a
majority interest. During 1995 the Company recordetbnrecurring $800,000 reduction in earnings foroonsolidated cellular entities as a
result of a retroactive adjustment recorded byoterator of a cellular partnership in which the @amy owns less than a majority interest.

GAIN ON SALES OF ASSETS

During 1995 the Company sold its ownership inter@stertain non-strategic cellular entities whiekulted in a pre-tax gain of $5.9 million
($2.0 million after-tax; $.03 per fully diluted sfe. Sales of other assets during 1995 resultedpire-tax gain of $873,000 ($567,000 after-
tax; $.01 per fully diluted share).

The Company sold the assets comprising a cellykem in a Rural Service Area in Minnesota in 188d recognized a ptex gain of $14.
million ($8.5 million after-tax; $.15 per fully dited share). In addition, the Company sold its pggperations in 1994 which resulted in a
pre-tax gain of $1.2 million ($756,000 af-tax; $.01 per fully diluted share



MINORITY INTEREST

Minority interest is the expense recorded by thenGany to reflect the minority interest owners' ghafrthe earnings of the Company's
majority-owned and operated cellular entities arajamity-owned subsidiaries. While such entitiegfjiability increased in 1996, minority
interest decreased $1.4 million (17.4%) due tcefifiect of the Company's acquisition, during theoselcquarter of 1996, of an additional 25%
interest in a Louisiana cellular partnership whigltreased the minority interest owners' sharedf partnership. The increased profitability
during 1995 of the Company's majority-owned andraeel cellular entities resulted in a correspondirngease of $4.7 million in minority
interest.

OTHER INCOME AND EXPENSE

Other income and expense during 1996 was $3.9omitlompared to $5.0 million during 1995 and $3.lliom in 1994. During 1995 the
Company invested $20.0 million in a minority equityerest in an entity formed for the purpose atipgating in the FCC auction of one
30MHz Personal Communications Services ("PCS"nbeefor each Basic Trading Area. In 1996 suchentithdrew from the auction and,
as a result thereof, the Company recovered $18l@mof its equity investment in such entity aretorded a $1.1 million loss. During 1995
interest income increased $1.0 million due to edéincome earned on a $25.0 million note receév@sued to Century in 1994. For
additional information, see Liquidity and Capitad®urces - Investing Activities and Note 2 of Ndte€onsolidated Financial Statements.

INCOME TAX EXPENSE

The Company's effective income tax rate was 36 BR@% and 37.9% in 1996, 1995 and 1994, respeygtizer additional information, see
Note 7 of Notes to Consolidated Financial States

ACCOUNTING PRONOUNCEMENTS

In 1996 the Company adopted Statement of Finaddebunting Standards No.

121 ("SFAS 121", "Accounting for the Impairmentlaing-Lived Assets and for Long-Lived Assets toBeposed Of." SFAS 121
established accounting standards for the impairmelang-lived assets, certain identifiable intdyigs, and goodwill related to those assets to
be held and used, and for long-lived assets artdinaedentifiable intangibles to be disposed ofASFL21 requires that a rate-regulated
enterprise recognize an impairment



the amount of costs excluded when a regulator eéesl@ll or part of a cost from the enterprise's batse. The effect of adoption of SFAS 121
did not affect the Company's consolidated finangasition or results of operations.

In 1996 the Company adopted Statement of Finaddiebunting Standards No.

123 ("SFAS 123"), "Accounting for Stock-Based Comgetion." SFAS 123 established financial accourdind reporting standards for stock-
based employee compensation plans. As allowed B33, the Company accounts for employee stockpemsation plans in accordance
with Accounting Principles Board Opinion No. 25,c@ounting for Stock Issued to Employees." For aodldétl information, see Note 11 of
Notes to Consolidated Financial Stateme

The Company adopted Statement of Financial Accogritandards No. 112 ("SFAS 112"), "Employers' Acting for Postemployment
Benefits," in the first quarter of 1994. No cumivateffect of change in accounting principle waguieed to be recorded upon adoption of
SFAS 112.

INFLATION

The effects of increased costs historically havenhmitigated by the ability to recover certain sagbplicable to the Company's regulated
telephone operations through the rate-making peodesoperating expenses in the Company's nonregliiaes of business increase as a
result of inflation, the Company, to the extentrpitted by competition, recovers the costs by insirgaprices for its services and equipment.
While the regulatory process does not consideraogphent cost of physical plant, the Company hderfgally been able to earn a return on
the increased cost of its net investment whenifaslhave been replaced. Possible future regylatoanges may alter the Company's ability
to recover increased costs in its regulated omerstiFor additional information regarding the cotmegulatory environment, see Regulation
and Competition.

LIQUIDITY AND CAPITAL RESOURCES

Excluding cash used for acquisitions, the Compatigs on cash provided by operations to providelstantial portion of its cash needs. The
Company's telephone operations have historicatlyijed a stable source of cash flow which has hiethe Company continue its long-term
program of capital improvements. Cash providedhgy@Gompany's mobile communications operations dasnued to increase as the celli
industry has continued to matu



Operating Activities

Net cash provided by operating activities was $2@dillion, $215.7 million and $199.8 million in 1691995 and 1994, respectively. 1
Company's accompanying consolidated statementastif ftows identify major differences between nebime and net cash provided by
operating activities for each of those years. Falittonal information relating to the telephone m@imns, mobile communications operations,
and other operations of the Company, see Resul@pefations.

Investing Activities

Net cash used in investing activities was $24118anj $227.8 million and $280.3 million in 1996995 and 1994, respectively. Cap
expenditures for 1996 were $110.1 million for télepe operations, $83.7 million for mobile commutimas operations and $29.1 million 1
corporate and other operations. Payments for ptypp@ant and equipment during 1995 and 1994 wég6% million and $200.8 million,
respectively. Cash used for acquisitions was $46li&n during 1996, compared to $22.1 million i85 and $56.0 million in 1994. During
1995 the Company invested $20.0 million in exchdega minority equity interest in an entity formed the purpose of participating in the
FCC auction of Basic Trading Area PCS licensesiigut996 such entity withdrew from the auction aasla result thereof, the Company
withdrew its equity investment in such entity aedauped $18.9 million of its investment. Investrsdntunconsolidated cellular entities w
$744,000 in 1996, down from $8.0 million in 199%ile distributions received from such entities w$i.6 million, an increase of $10.7
million. In connection with the corporate restruatg of an unaffiliated local exchange telephonmpany which has been viewed from time
to time as an acquisition candidate, Century loghedelephone company's holding company $25.0anilh May 1994.

Financing Activities

Net cash used in financing activities was $23.0iomlduring 1996. Net cash provided by financing\aties was $13.5 million and $77
million during 1995 and 1994, respectively. Net payts of debt were $11.6 million during 1996 coregao net borrowings of $27.7 milli
during 1995. In November 1995 the Company issué&d Blmillion of senior notes under its $400.0 roillishelf registration statement (see
next paragraph), under which $300.0 million of semiotes have been issued, to take advantageraftate long-term interest rates. The net
proceeds were used to reduce the Company's bogewinder its credit facilities.

During 1994 the Company filed a shelf registrastetement with the United States Securities andh&xge Commission registering $400.0
million of senior unsecured debt securities undeictvthe Company issued $150.0 million of senideadn May 1994. The proceeds were
used to discharge the Compar



indebtedness under a $90.0 million bridge loanrnrezlito fund substantially all of the Company'shceesjuirements in connection with the
acquisition of Celutel, Inc. in February 1994 aodaduce the Company's short-term bank indebtedmetey various floating-rate credit
facilities.

In August 1996 Standard & Poor's upgraded Centsgrigor unsecured debt rating from BBB+ to A-.
Other

Budgeted capital expenditures for 1997 total $1URkam for telephone operations, $67 million for kit communications operations and !
million for corporate and other operations. The @any anticipates that capital expenditures ingkspghone operations will continue to
include the installation of fiber optic cable ahé upgrading of its plant and equipment, includiegligital switches, to provide enhanced
services. Mobile communications capital expendgue expected to continue to focus on construetittttional cell sites (which will

provide additional capacity and expanded areasevh@nd-held cellular phones may be used) and tadealigital service in additional
markets. Budgeted capital expenditures for otheratpns for 1997 include $30 million of capitahstruction costs planned to be expended
in the Company's competitive access operations.

In early 1997 the Company was awarded 12 PCS keimsconnection with the FCC's D and E block aunstiof 10MHz PCS licenses. The
licenses cover areas with a total population ofeximately four million; the Company's investmentthe licenses was $4.6 million. The
Company expects to begin the construction of neksvor 1997 to be utilized in providing PCS servioesler the licenses. The amount of
capital expenditures to be incurred in 1997 will be known until the Company finalizes its PCS bhass plan and construction budget.

The Company will continue its long-term strategypafsuing the acquisition of attractive communizasi properties in exchange for cash,
securities or both, and may require additionalrfgiag in connection therewith. Approximately 1.8lion shares of Century common stock
and 200,000 shares of Century preferred stock remaiilable for future issuance in connection witiquisitions under an acquisition shelf
registration statement.

As of December 31, 1996, Century's telephone sigid had available for use $138.1 million of comnments for long-term financing from
the Rural Utilities Service and the Company had.§8illion of undrawn committed bank lines of credin addition, approximately $130.0
million of uncommitted credit facilities were availle to Century at December 31, 1996. The Compksayhas access to debt and eq



capital markets, including its shelf registratiégatements mentioned above. The Company has expedaro significant problems in
obtaining funds for capital expenditures or othempses.

Common stockholders' equity as a percentage dfdapitalization was 60.8% and 57.5% at Decembef 896 and 1995, respectively.
REGULATION AND COMPETITION

The telecommunications industry continues to unaleagious fundamental regulatory, competitive awhhological changes that make it
difficult to determine the form or degree of futwegulation and competition affecting the Compaisfsphone and mobile communications
operations.

Events Affecting the Telecommunications Industry

In recent years, the FCC and a number of statslégiyie and regulatory bodies have taken stepssier local exchange competition.
Coincident with this movement toward increased cetitipn has been the relaxation of regulatory adgéitsof LECs. These changes have led
to the organization and continued growth of varicosipanies providing services that compete with £E€rvices. Wireless telephone
services are also expected to increasingly compigitel ECs.

In February 1996 the United States Congress aetettthese trends towards increased competitiomezhoted regulation by enacting the
Telecommunications Act of 1996 (the "1996 Act").eTt996 Act obligates LECs to permit competitorsterconnect their facilities to the
LEC's network and to take various other stepsdtatlesigned to lower barriers of entry to competitUnder the 1996 Act's rural telephone
company exemption, each of the Company's telepbobsidiaries is exempt from certain interconnecta&gquirements until such time as the
appropriate state regulatory commission receivesicenotices and makes certain determinationéugust 1996 the FCC issued an order
which included rules implementing most of the intamection provisions of the 1996 Act. Under theCFCorder, rural LECs will have the
burden of proving the continuing availability okthural telephone company exemption. The FCC dsdeurrently subject to judicial review.
The 1996 Act also provided that all interstatedefamunications carriers shall contribute to unigéservice support mechanisms, and
authorized a federal-state joint board (the "Boptd'tfecommend changes to existing FCC support arésims to ensure that they will be
consistent with the universal service principleth@ 1996 Act. In November 1996 the Board issugdeitommendations. Although the Board
has recommended maintaining and funding univeessaice support mechanisms, the Board deferred@memndation on how large the
subsidy should be. The Board also recommendedi@neatta $2.25 billion fund for providing discountservices to schools and libraries.
FCC is expected to tal



final actions on these recommendations prior to Ba}997. Management believes that the 1996 Adtultimately increase competition in
the Company's telephone service areas, althoudlotimeand degree of competition cannot be ascexthivith certainty until such time as
final and nonappealable regulations implementimgith96 Act's interconnection and universal sergiowisions are in effect.

In December 1996 the FCC opened a new proceediaddiess reforming the system requiring long distararriers to pay certain LECs for
access to the LECs' networks. Although the FC@sgeding primarily affects LECs other than thoselisas the Company's LECs) which
primarily subject to rate of return regulation, #@€C is expected to review a number of matters wiide proceeding which will have an
impact on rate of return companies, and the FC@spiia initiate a separate proceeding in 1997 teettalle a comprehensive review of rate of
return incumbent LECs. The FCC has outlined twasitds approaches for restructuring access chargb$oa deregulating LEC access
services as competition develops in the LEC markat, of which would allow the marketplace to deteeraccess charges. The other
approach would involve the FCC mandating price llewe pricing methodologies.

In recent years, the FCC has allocated a signifiaamount of additional frequency spectrum for melsibmmunications technologies that are
competitive with cellular, including PCS and molsbgellite services. In 1996 several major PCS @migs began providing services
competitive with cellular in selected larger maskéfthus far PCS competition has been experiencedljnone of the Company's markets.
The Company expects competition from PCS providecertain of its other markets in 1997. The FCE also authorized certain specialized
mobile radio service licensees to configure thgstams so as to operate in a manner similar taleekystems.

Competition to provide local exchange and accesscss is expected to initially affect large urkemeas to a greater extent than rural,
suburban and small urban areas such as those @ wtg Company's telephone operations are loc@tetisame expectation applies to
emerging competitive wireless technologies. The gamy does not believe such competition is likelynterially affect it in the near term.
The Company further believes that it may benefitrfrhaving the opportunity to observe the effecthese developments in large urban
markets. The Company will continue to monitor omgpchanges in regulation, competition and technolrgl consider which developments
provide the most favorable opportunities for therpany to pursue.

Recent Events Affecting the Company

Revenues from the USF increased approximately @il®n to $49.3 million during 1996 after increagi$5.4 million during 1995. The
1996 Act contemplates certain changes to existinigeusal service suppc



mechanisms, as described further in Events Affgdtie Telecommunications Industry. Although the @any anticipates that it may
experience a reduction in its federal support reesrat some point in the future, management balive premature to assess or estimate the
ultimate impact thereof. There can be no assurdrmeever, that such impact will not be materialFebruary 1996 the FCC sought public
comments on whether it should initiate a rate afrrereprescription proceeding for LECs that angjestt to rate of return regulation for
interstate access revenues. The Company is unaivany significant developments in this proceeding.

During the last few years, Wisconsin, Louisianajd®Michigan and certain other states in which@uwempany operates took legislative
and/or regulatory steps to further introduce coiitipatinto the LEC business. While the Companyigee of only one company (a cable
company) which has requested authorization to gelacal exchange service in a portion of one efGompany's service areas, it is
anticipated that similar action may be taken byeaghn the future.

During 1995 the LPSC adopted a new regulatory flaindependent telephone companies in Louisiamaldd this plan, the Company's
access revenues were reduced $1.7 million in 18€66&00,000 in 1995, and the Company anticipaisithaccess revenues will be further
reduced by approximately $3.8 million in 1997 andadditional $1.4 million in 1998. The plan estab#d a target rate of return of between
10.75% and 12.75%. During 1996 and 1995 certath@fCompany's Louisiana telephone subsidiarie$, thi¢ LPSC's approval, recorded an
aggregate of $7.1 million and $6.5 million, respesy, of nonrecurring additional depreciation ajes. The Company anticipates that certain
of its Louisiana telephone subsidiaries may comtitturequest nonrecurring additional depreciattwarges in the future. The Company's
Louisiana telephone subsidiaries are requiredeafinual earnings monitoring reports with the LPB&sed on the reports filed for 1995,
which gave effect to the access revenue reductimrgioned above and to other known and measurahigges, the Company's Louisiana
telephone subsidiaries were not required to majesadents to their rates. There is no assuranaeeber, that revenues of such companies
will not be further reduced in the future as a hestithis plan.

Certain long distance carriers continue to reqtresttthe Company reduce intrastate access tarified for certain of its telephone
subsidiaries. There is no assurance that theseseqwill not result in reduced intrastate accessmues in the future.

Other Matters

The Company's regulated telephone operations &jectuo the provisions of SFAS 71, under which@uwempany is required to account for
the economic effects of the r-making process, including the recognit



of depreciation of plant and equipment over livepraved by regulators. The ongoing applicabilitys6fAS 71 to the Company's regulated
telephone operations is being monitored due tetiamging regulatory, competitive and legislativeiemments. When the regulated
operations of the Company no longer qualify for apelication of SFAS 71, the net adjustments rexgliwvill result in a material,
extraordinary, noncash charge against earningsle\ii@ amount of such charge cannot be preciséipa®d at this time, management
believes that the noncash, after-tax, extraordicharge would be between $100 million and $130iomllSee Note 10 of Notes to
Consolidated Financial Statements for additionfarimation.

The Company has certain obligations based on fedgate and local laws relating to the protectibthe environment. Costs of compliance
through 1996 have not been material and the Comgpamgntly has no reason to believe that such eaitbecome materia



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 acceqmealinting principles and necessarily include antedetermined 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 systemsdrnal control involve, among other things, owtgment 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 Peat Marwick LLP, independertified public accountants,
who have expressed their opinion with respecteéddirness of the consolidated financial statemdrtsir audit was conducted in accordance
with generally accepted auditing standards, whictuides the consideration of the Company's intezoatrols to the extent necessary to form
an independent opinion on the consolidated findistédements 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@nCentury Telephone Enterprises, Inc. and sidr$és as listed in Item 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 amanitial statement schedules are the responsibilitge Company's management. Our
responsibility is to express an opinion on thesgsotidated financial statements and financial stet® schedules based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn 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, 1996 and 1995, and the results afaperations and their cash flows for e
of the years in the three-year period ended DeceBthel 996, in conformity with generally accepted@unting principles. Also in our
opinion, the related financial statement scheduwid®n considered in relation to the basic constdidifinancial statements taken as a whole,
present fairly, in all material respects, the infation set forth therein.

/sl KPMG Peat Marwi ck LLP
KPMG PEAT MARW CK LLP

Shreveport, Louisiana
January 29, 1997



CENTURY TELEPHONE ENTERPRISES, INC.
Consolidated Statements of Income

Year ended December 31,

1996 1995 1994

(Dollars in thousands,
except per share amounts)

OPERATING REVENUES

Telephone $45 1,538 419,242 391,265

Mobile communications 25 0,243 197,494 150,802

Other 4 7,896 28,104 22,534
Total operating revenues 74 9,677 644,840 564,601

OPERATING EXPENSES

Cost of sales and operating expenses 39 4,360 328,151 296,082
Depreciation and amortization 13 2,021 113,770 95,713
Total operating expenses 52 6,381 441,921 391,795
OPERATING INCOME 22 3,296 202,919 172,806

OTHER INCOME (EXPENSE)

Interest expense (4 4,662) (43,615) (42,577)
Income from unconsolidated cellular
entities 2 6,952 20,084 15,698
Gain on sales of assets 815 6,782 15,877
Minority interest ( 6,675) (8,084) (3,377)
Other income and expense 3,916 4,982 3,111
Total other income (expense) (1 9,654) (19,851) (11,268)
INCOME BEFORE INCOME TAX EXPENSE 20 3,642 183,068 161,538
Income tax expense 7 4,565 68,292 61,300
NET INCOME $12 9,077 114,776 100,238
PRIMARY EARNINGS PER SHARE $ 2.15 1.97 1.88
FULLY DILUTED EARNINGS PER SHARE $ 2.14 1.95 1.80
DIVIDENDS PER COMMON SHARE $ .36 .33 .32

See accompanying notes to consolidated finanassients



CENTURY TELEPHONE ENTERPRISES, INC.
Consolidated Balance Sheets

December 31,

1996 1995
(Dollars in thousands)
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 8,402 8,540
Accounts receivable
Customers, less allowance of $3,327 and $2,768 60,181 50,943
Other 26,263 24,219
Materials and supplies, at average cost 8,222 6,608
Other 6,166 5,019
Total current assets 109,234 95,329
NET PROPERTY, PLANT AND EQUIPMENT 1,149,012 1,047,808

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

$67,061 and $52,944 532,410 493,655

Other 237,849 225,629

Total investments and other assets 770,259 719,284
TOTAL ASSETS $2,028,505 1,862,421

LIABILITIES AND EQUITY
CURRENT LIABILITIES

Current maturities of long-term debt $ 19,919 15,325
Notes payable - 14,199
Accounts payable 60,548 55,329
Accrued expenses and other current liabilities
Salaries and benefits 20,224 18,178
Taxes 13,913 12,489
Interest 5,581 6,024
Other 8,837 5,337
Advance billings and customer deposits 15,122 13,043
Total current liabilities 144,144 139,924
LONG-TERM DEBT 625,930 622,904
DEFERRED CREDITS AND OTHER LIABILITIES 230,278 211,169

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

59,858,540 and 59,113,670 shares 59,859 59,114
Paid-in capital 474,607 453,584
Retained earnings 494,726 387,424
Unearned ESOP shares (11,080) (13,960)
Preferred stock - non-redeemable 10,041 2,262

Total stockholders' equity 1,028,153 888,424

TOTAL LIABILITIES AND EQUITY $2,028,505 1,862,421

See accompanying notes to consolidated finanassients



CENTURY TELEPHONE ENTERPRISES, INC.
Consolidated Statements of Cash Flows

Year ended December 31,

1996 1995 1994

(Dollars in thousands)
OPERATING ACTIVITIES
Net income $ 129,077 114,776 100,238
Adjustments to reconcile net income to net
cash provided by operating activities:

Depreciation and amortization 132,021 113,770 95,713
Income from unconsolidated cellular
entities (26,952) (20,084) (15,698)
Minority interest 6,675 8,084 3,377
Deferred income taxes 7,935 9,563 7,423
Gain on sales of assets (815) (6,782) (15,877)
Loss on investment in unconsolidated
personal communications services entity 1,100 - -
Changes in current assets and current
liabilities:
Increase in accounts receivable (4,353) (8,949) (1,581)
Increase (decrease) in accounts
payable 5,103 2,656 (2,383)
Increase (decrease) in other
accrued taxes 1,285 (4,134) 8,347
Changes in other current assets and
other current liabilities, net 6,220 (4,413) 6,543
Increase in other noncurrent
liabilities 4,305 5,754 4,092
Other, net 3,061 5,497 9,610

Net cash provided by operating
activities 264,652 215,738 199,804

INVESTING ACTIVITIES

Payments for property, plant and equipment (222,885) (196,592) (200,776)
Acquisitions, net of cash acquired (46,327) (22,130) (55,979)
Investment in unconsolidated personal

communications services entity 18,900 (20,000) -
Investments in unconsolidated cellular

entities (744) (8,013) (5,516)
Distributions from unconsolidated

cellular entities 15,648 4,957 5,969
Proceeds from sales of assets - 19,953 10,475
Purchase of life insurance investment (5,944) (6,418) (7,664)
Note receivable 1,667 833 (25,000)
Other, net (2,106) (396) (1,764)

Net cash used in investing
activities (241,791) (227,806) (280,255)

FINANCING ACTIVITIES

Proceeds from issuance of long-term debt 59,649 203,987 155,427

Payments of long-term debt (57,021) (18,377) (59,792)

Notes payable, net (14,199) (158,000) (7,700)

Proceeds from issuance of common stock 10,089 6,522 4,814

Cash dividends (21,775) (19,351) (17,184)

Other, net 258 (1,327) 2,263

Net cash provided by (used in)
financing activities (22,999) 13,454 77,828

Net increase (decrease) in cash and

cash equivalents (138) 1,386 (2,623)
Cash and cash equivalents at beginning of year 8,540 7,154 9,777
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 8,402 8,540 7,154

See accompanying notes to consolidated finanasdsients



CENTURY TELEPHONE ENTERPRISES, INC.
Consolidated Statements of Stockholders' Equity

COMMON STOCK
Balance at beginning of year $
Issuance of common stock for acquisitions
Conversion of debentures into common stock
Issuance of common stock through dividend
reinvestment, incentive and benefit plans
Conversion of preferred stock into
common stock

Balance at end of year

PAID-IN CAPITAL
Balance at beginning of year
Issuance of common stock for acquisitions
Conversion of debentures into common stock
Issuance of common stock through dividend
reinvestment, incentive and benefit plans
Amortization of unearned compensation
and other
Conversion of preferred stock into
common stock

Balance at end of year

RETAINED EARNINGS
Balance at beginning of year
Net income
Cash dividends declared

Common stock - $.36, $.33 and $.32 per share

Preferred stock

Balance at end of year

UNEARNED ESOP SHARES
Balance at beginning of year
Release of ESOP shares
Commitment to ESOP

Balance at end of year

PREFERRED STOCK - NON-REDEEMABLE
Balance at beginning of year
Issuance of preferred stock for
acquisitions
Conversion of preferred stock into
common stock

Balance at end of year

TOTAL STOCKHOLDERS' EQUITY

Year ended December 31,

1996 1995 1994

(Dollars and shares
in thousands)

59,114 53,574 51,295
257 577 2,000
- 4540 -
455 422 277

33 1 2

59,859 59,114 53,574

453,584 319,235 262,294
8,201 15,981 50,311

- 108,596 -
9,676 6,100 4,537
2,983 3,667 2,034

163 5 59

474,607 453,584 319,235

387,424 291,999 208,945
129,077 114,776 100,238

(21,355) (19,228) (17,084)
(420) (123) (100)

494,726 387,424 291,999

(13,960) (16,840) (9,220)
2,880 2,880 2,380
- - (10,000)

(11,080) (13,960) (16,840)

2,262 2,268 454
7,975 - 1,875

(196) (6) (61)

10,041 2,262 2,268

1,028,153 888,424 650,236

COMMON SHARES OUTSTANDING
Balance at beginning of year
Issuance of common stock for acquisitions
Conversion of debentures into common stock
Issuance of common stock through dividend
reinvestment, incentive and benefit plans
Conversion of preferred stock into
common stock

Balance at end of year

59,114 53,574 51,295
257 577 2,000
- 4540 -
455 422 277

33 1 2

59,859 59,114 53,574

See accompanying notes to consolidated financitéstents



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 subsaids 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 statemant®nformity with generally accepted accountimggiples 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 ansoofitevenues and expenses during the reportingdoekctual results may differ from tho
estimates.

Revenue recognition - Revenues are recognized waered. Certain of the Company's telephone subgdiparticipate in revenue pools
with other telephone companies for interstate reeeand for certain intrastate revenue. Such poelfuaded by toll revenue and/or access
charges within state jurisdictions and by accessgss in the interstate market. Revenues earnedghrthe various pooling processes are
initially recorded based on the Company's estimates

Property, plant and equipment - Telephone plastated substantially at original cost of constiuttiNormal retirements of telephone
property are charged against accumulated depracjationg with the costs of removal, less salvaggh, no gain or loss recognized. Reney
and betterments of plant and equipment are caggthlivhile repairs, as well as renewals of minangteare charged to operating expense.
Depreciation of telephone properties is providedhenstraight line method, using class or ovenallig rates acceptable to the regulatory
authorities; such rates range from 1.8% to 25%.

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



Impairment of long-lived assets and excess cosebassets acquired (goodwill) - In 1996 the Comaatopted Statement of Financial
Accounting Standards No. 121 ("SFAS 121"), "Accaugpfor the Impairment of Long-Lived Assets and feng-Lived Assets to Be
Disposed Of." SFAS 121 established accounting staitsdfor the impairment of long-lived assets, éeridentifiable intangibles, and
goodwill related to those assets to be held and, @@ for longived assets and certain identifiable intangibtebe disposed of. The carryi
value of long-lived assets, including allocateddwil, is reviewed for impairment at least annually whenever events or changes in
circumstances indicate that such carrying value ntdye recoverable, by assessing the recovesabflsuch carrying value through
estimated undiscounted future net cash flows erpletct be generated by the assets or the acquistadss. The adoption of SFAS 121 did
not affect the Company's consolidated financialtmosor results of operations. The excess costedfassets acquired of substantially all of
the Company's acquisitions accounted for as pueshiasheing amortized over forty years.

Affiliated transactions - Certain service subsidiaf 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 adeaocnance construction of plant and purchasesjafpment. These transactions are
recorded by the Company's telephone subsidiariggeatcost to the extent permitted by regulatarharities. Intercompany profit on
transactions with regulated affiliates is limiteda reasonable return on investment and has natddesinated in connection with
consolidating the results of operations of Cenand its subsidiaries. Intercompany profit on tratisas with nonregulated affiliates has b
eliminated.

Income taxes - Century files a consolidated fede@me tax return with its eligible subsidiarig#fie Company uses the asset and liability
method of accounting for income taxes under whiefeided tax assets and liabilities are establisbethe future tax consequences
attributable to differences between the finandialesnent carrying amounts of assets and liabildies their respective tax bases. Investment
tax credits related to telephone plant have be&rme and are being amortized as a reductiondsfréd income tax expense over the
estimated useful lives of the assets giving risthéocredits.

Earnings per share - Primary earnings per shareai®are determined on the basis of the weightetage number of common shares and
common stock equivalents outstanding during the. yigee weighted average number of shares usedhipating primary earnings per share
was 59.9 million in 1996, 58.1 million in 1995 ab8.4 million in 1994.

Fully diluted earnings per share amounts give &rr#ffect to convertible securities which are mahmon stock equivalents. The weighted
average number of shares used in computing fullitei earnings per share was 60.7 million, 59.lieniland 58.1 million in 1996, 1995 and
1994, respectively



Stock compensation - During 1996 the Company adoptatement of Financial Accounting Standards 8. SFAS 123"), "Accounting
for Stock-Based Compensation." As allowed by SFRS, the Company accounts for employee stock conapiensplans in accordance with
Accounting Principles Board Opinion No. 25, "Accting for Stock Issued to Employees."

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

Reclassifications - Certain amounts previously riegabfor prior years have been reclassified to eonfwith the 1996 presentation.
(2) INVESTMENTS AND OTHER ASSETS
Investments and other assets at December 31, 12PEX5 were composed of the following:

December 31, 1996 1995

(Dollars in thousands)

Excess cost of net assets acquired,

less accumulated amortization $ 532,410 493,655
Investments in unconsolidated cellular entities 99,212 83,552
Cash surrender value of life insurance

contracts, net 61,750 54,697
Note receivable, less current portion 20,833 22,500
Investment in unconsolidated personal

communications services entity - 20,000
Marketable equity securities 8,478 8,478
Other 47,576 36,402

$ 770,259 719,284

Goodwill amortization of $12.8 million, $11.4 mdi and $10.6 million for 1996, 1995 and 1994, resipely, is included in "Depreciation
and amortization."

In 1995 the Company invested $20.0 million in exd&for a minority equity interest in an entityrfed for the purpose of participating in
the Federal Communication Commission's auctiormef 80MHz Personal Communications Services licemsedch Basic Trading Area. In
1996 such entity withdrew from the auction and@umpany withdrew its equity investment in suchtgnti

In 1994 Century loaned an unaffiliated telephonieling company $25.0 million. The loan bears inteeggprime plus 1.5%; interest is due
quarterly. Quarterly principal payments began irgidst 1995 and the unpaid balance becomes due inlB&g. Century received a security
interest in the holding compan



capital stock, a guaranty from such company's jpaistockholder and first refusal rights to acquiertain properties under various specified
circumstances.

(3) PROPERTY, PLANT AND EQUIPMENT
Net property, plant and equipment at December 836 and 1995 was composed of the followi

December 31, 1996 1995

(Dollars in thousands)

Telephone, at original cost

Cable and wire $ 726,340 661,429
Central office 389,259 357,359
General support 102,667 99,145
Information origination/termination 27,881 24,394
Construction in progress 38,981 59,859
Other 5,161 5,161

1,290,289 1,207,347
Accumulated depreciation (417,497)  (357,633)

Mobile communications, at cost

Cell site 203,879 140,462
General support 47,138 33,651
Construction in progress 15,716 16,162
Other 2,656 1,319

Accumulated depreciation (75,666) (54,927)

Corporate and other, at cost
General support 94,042 86,149
Other 31,973 14,464

Accumulated depreciation (43,518) (39,186)

Net property, plant and equipment $ 1,149,012 1,047,808

Depreciation expense was $118.9 million, $102.lioniland $84.8 million in 1996, 1995 and 1994, extjvely. The composite depreciation
rate for telephone properties was 7.5% for 19961885 and 7.1% for 1994.

(4) INVESTMENTS IN UNCONSOLIDATED CELLULAR ENTITIES

The Company's share of earnings from cellulariestih which it does not own a majority interessvi8.2 million, $21.4 million and $16.9
million in 1996, 1995 and 1994, respectively, améhcluded, net of $1.3 million, $1.3 million and.$ million of amortization of goodwiill
attributable to such investments, in "Income framansolidated cellular entities



Over 70% of the 1996 income from unconsolidated
attributable to the following investments.

GTE Mobilnet of Austin Limited Partnership

Alltel Cellular Associates of Arkansas Limited Part
Lafayette MSA Limited Partnership

Detroit SMSA Limited Partnership

New Mexico 4 - Santa Fe RSA West Limited Partnershi

cellular entities was

Ownership interest

35%
nership 36%
49%
3%
p 36%

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 investnsgas of December 31, 1996 and 1995) were accotmtdyy the equity method.

At December 31, 1996, $41.7 million of the Comparygnsolidated retained earnings represented ubdigtd earnings of unconsolidated

cellular entities

December 31,

Assets
Current assets
Property and other noncurrent assets

1996 1995

(Dollars in thousands)
(Unaudited)

$ 286,197 204,222
603,204 487,073

$ 889,401 691,295

Liabilities and equity
Current liabilities
Noncurrent liabilities

$ 108,525 79,085
24,564 6,922

Equity 756,312 605,288
$ 889,401 691,295
Year ended December 31, 19 96 1995 1994

Results of operations

Revenues $ 985,
Operating income $ 338,
Net income $ 339,

Dollars in thousands)
(Unaudited)

788 743,779 329,907
554 266,355 93,512
040 268,967 92,446



(5) LONG-TERM DEBT

December 31, 1996 1995
(Dollars in thousands)
Century
8.25% senior notes, series B, due 2024 $ 100,000 100,000
7.2% senior notes, series D, due 2025 100,000 100,000
5.7%* notes payable to banks, due 2000 62,500 22,500
7.75% senior notes, series A, due 2004 50,000 50,000
6.55% senior notes, series C, due 2005 50,000 50,000
9.4% senior notes, due through 2003 25,800 60,400
7.1%* Employee Stock Ownership Plan commitment,
due in installments through 2004 11,080 13,960
10.1%* notes, due in installments through 2006 417 674
Total Century 399,797 397,534
Subsidiaries

First mortgage debt
5.9%* notes, payable to agencies of the
United States government and cooperative
lending associations, due in installments

through 2025 208,920 202,037
6.1% bonds, due in 1997 1,775 4,760
Other debt
7.4%* notes, due in installments through 2020 18,112 19,164
6.5% note, due in installments through 2001 14,605 13,714
8.2%* capital lease obligations, due in
installments through 1998 2,640 1,020
Total subsidiaries 246,052 240,695
Total long-term debt 645,849 638,229
Less current maturities 19,919 15,325
Long-term debt, excluding current maturities $ 625,930 622,904
* weighted average interest rate at December 31, 19 96

The approximate annual debt maturities (includimgiag fund requirements) for the five years suhset to December 31, 1996 are as
follows: 1997 - $19.9 million; 1998 - $17.9 milliph999 - $16.6 million; 2000 - $80.4 million; and®L - $18.2 million.

Short-term borrowings of $62.5 million at DecemBér 1996 were classified as long-term debt on tvempanying balance sheet as the
Company had available an aggregate of $145.0 milfidwo long-term revolving credit facilities. Ti@mpany intends to refinance such
debt using the facilities, both of which are mykar agreements which expire in August 2000 anthao@ variety of pricing options
including competitive bid options. Relying on thee facilities, short-term borrowings of $22.5 ioill, along with $30.0 million of debt
becoming due in 1996, were classified as long-@eit at December 31, 1995.

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 stoc



and other matters. At December 31, 1996, all okcthresolidated retained earnings reflected on thenba sheet was available 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 lendiagcations, or have issued first mortgage bondsergdly may not loan or advance any
funds to Century, but may pay dividends if cerfaiancial ratios are met. At December 31, 1996ricted net assets of subsidiaries were
$280.3 million. Subsidiaries' retained earningsxness of amounts restricted by debt covenantetb$67.2 million.

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

Century's telephone subsidiaries had approxim&®e38.1 million in commitments for long-term finangifrom the Rural Utilities Service
available at December 31, 1996. Approximately $&28illion of additional borrowings, of which $130nfillion were under uncommitted
facilities, were available to the Company throuigles$ of credit with various banks. In addition, @ep has $100.0 million of registered,
unissued senior unsecured debt securities undeglfaregistration statement.

During the fourth quarter of 1995, Century issug@.® million of 10-year, 6.55% senior notes and@®Q0nillion of 30-year, 7.2% senior
notes under a shelf registration statement. Thegads were used to reduce Century's short-ternbiedeess under various credit facilities.
Interest payments are due semi-annually and pahpigyments are due in 2005 and 2025 upon mainifritye 10-year and 30-year notes,
respectively. The 30-year notes may be redeemdzebyury at any time subject to certain "make-whagievisions contained therein.

In January 1995 Century called for redemption %550 million of outstanding 6% convertible debeatudue 2007. All of the debentures
were converted into Century common stock by theedelre holders in February 1995 at a conversiaemf $25.33 per share. If Century
had issued common stock instead of the debentforiesary earnings per share for the years endedreee31, 1995 and 1994 would have
been $1.95 and $1.81, respectively.

In May 1994 Century issued $50.0 million of 10-yeai75% senior notes and $100.0 million of 30-y8a25% senior notes under a shelf
registration statement. The proceeds were usegtiiece certain of the Company's short-term bankoitedimess. Interest payments are due
semi-annually and principal payments are due imt20@ 2024 upon maturity of the 10-year and 30-yetas, respectively. The 30-year
notes may b



redeemed by Century on or after May 1, 2004 sultgeatpremium schedule which declines from 103.62%f May 1, 2004 to 100% as of
May 1, 2014.

(6) DEFERRED CREDITS AND OTHER LIABILITIES

Deferred credits and other liabilities at Decenier1996 and 1995 were composed of the following:

December 31, 1996 1995
(Dollars in thousands)
Deferred federal and state income taxes $ 111,110 93,118
Accrued postretirement benefit costs 48,515 44,513
Minority interest 32,460 29,354
Regulatory liability - income taxes 22,575 27,027
Deferred investment tax credits 3,882 6,026
Other 11,736 11,131

$ 230,278 211,169

(7) INCOME TAXES

Income tax expense for the years ended Decembd9986, 1995 and 1994 was as follows:

Year ended December 31, 19 96 1995 1994
(Dollars in thousands)
Federal
Current $ 60, 530 53,554 47,969
Deferred 7, 390 9,021 5,703
State
Current 6, 100 5,175 5,908
Deferred 545 542 1,720

$ 74, 565 68,292 61,300

Income tax expense was allocated as follows:

Year ended December 31, 19 96 1995 1994

(Dollars in thousands)

Net tax expense in the consolidated

statements of income $ 74, 565 68,292 61,300
Stockholders' equity, primarily for

compensation expense for tax purposes in

excess of amounts recognized for

financial reporting purposes (1, 866) (2,354) (1,243)

$72, 699 65,938 60,057

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



Year ended December 31, 19 96 1995 1994

(Per centage of pre-tax income)

Statutory federal income tax rate 35 .0% 35.0 35.0
State income taxes, net of federal

income tax benefit 2 1 2.0 3.0
Amortization of nondeductible excess cost

of net assets acquired 1 .8 1.8 2.1
Amortization of investment tax credits (1 1) 1.3) (@19
Amortization of regulatory liability ( .9) (1.0) (1.2
Other, net ( .3) .8 4
Effective income tax rate 36 6% 37.3 37.9

The tax effects of temporary differences that géseto significant portions of the deferred tagets and deferred tax liabilities at December
31, 1996 and 1995 were as follows:

December 31, 1996 1995

(Dollars in thousands)

Deferred tax assets

Postretirement benefit costs $ 16,790 15,314
Net operating loss carryforwards of
an acquired subsidiary 8,367 9,234
Regulatory liability 7,901 9,460
Deferred compensation 2,435 2,659
Deferred investment tax credits 1,216 1,918
Other employee benefits 4,393 4,673
Other 2,146 3,227
Gross deferred tax assets 43,248 46,485
Less valuation allowance (8,367) (9,234)
Net deferred tax assets 34,881 37,251

Deferred tax liabilities
Property, plant and equipment, primarily due

to depreciation differences (129,123) (117,095)
Excess cost of net assets acquired (6,112) (4,563)
Intercompany profits (3,338) (3,787)
Other (7,418) (4,924)

Gross deferred tax liabilities (145,991) (130,369)

Net deferred tax liability $ (111,110) (93,118)

As a result of the acquisition of Celutel, Inc. €lGtel") (see Note 13) the Company had $23.9 mi)l&26.4 million and $29.4 million of net
operating loss carryforwards at December 31, 18985 and 1994, respectively, which related to warientities acquired. The yearly
utilization of such loss carryforwards is limitezldeparate entity taxable income; the loss candads are further limited by certain Internal
Revenue Code regulations. During 1996 and 1995Ctmpany utilized $2.5 million and $3.0 millionspectively, of such loss
carryforwards; the related tax benefits reducedsscost of net assets acquired. Subsequentlynieedgax benefits applicable to the net

operating loss carryforwards will reduce excess abaet assets acquired. The net operating losgfoavards expire between 2003 and
2008.



(8) POSTRETIREMENT AND POSTEMPLOYMENT BENEFITS

The Company sponsors defined benefit health camesghat provide postretirement medical, life aedtdl benefits to substantially all retired
full-time employees.

Net periodic postretirement benefit cost for 198895 and 1994 included the following compone

Year ended December 31, 19 96 1995 1994
( Dollars in thousands)
Service cost $2, 354 1,769 2,007
Interest cost 4, 212 3,972 3,473
Amortization of unrecognized
actuarial losses (gains) 475 (50) 447
Amortization of unrecognized
prior service cost 121 121 121
Net periodic postretirement benefit cost $7, 162 5,812 6,048

The following table sets forth the amounts recogdias liabilities for postretirement benefits ie ttompany's consolidated balance sheets at
December 31, 1996 and 1995.

December 31, 1996 1995

(Dollars in thousands)

Accumulated postretirement benefit obligation

Retirees and retirees' dependents $ 25,105 26,185

Fully eligible active plan participants 10,512 9,972

Other active plan participants 23,540 23,971
Accumulated postretirement benefit obligation 59,157 60,128
Plan assets - -
Unrecognized prior service cost (1,303) (1,424)
Unrecognized net gain (loss) (6,986) (12,881)
Accrued postretirement benefit costs $ 50,868 45,823

For calculation purposes, a 7% health care costwas assumed for 1997; the rate was assumedreadedo 6% thereafter. If the assumed
health care cost rate had been increased by onerggage point in each year, the accumulated pwstregnt benefit obligation as of
December 31, 1996 would have increased $4.5 miflihthe net periodic postretirement benefit cossttfe year ended December 31, 1996
would have increased $351,000. The discount rated in determining the accumulated postretiremenéfit obligation as of December 31,
1996 and 1995 were 7.75% and 7.25%, respectively.

In the first quarter of 1994 the Company adoptedednent of Financial Accounting Standards No. I8FAS 112"), "Employers'
Accounting for Postemployment Benefits." Liabilgior postemployment benefits in the consolidateldice sheet as of December 31, 1993
were not materially different than thc



required by SFAS 112; therefore, no cumulativeaféd change in accounting principle was recordedruadoption of SFAS 112.
(9) STOCKHOLDERS' EQUITY
Common stock - At December 31, 1996, unissued ster€entury common stock were reserved as follows:

December 31, 1996

(In thousands)

Stock option plans 3,707
Acquisitions 2,389
Employee stock purchase plan 506
Conversion of convertible preferred stock 353
Other employee benefit plans 1,244

8,199

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

Preferred stock - As of December 31, 1996, Certta/2.0 million shares of preferred stock, $25vyadme per share, authorized. At
December 31, 1996 and 1995, there were 401,629@A67 shares, respectively, of outstanding prefiestock. Holders of outstanding
Century preferred stock are entitled to receive wative dividends, receive preferential distribuscequal to $25 per share plus unpaid
dividends upon Century's liquidation and vote afgle class with the holders 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 éxercise price of the right. The Shareholdeght® Plan approved by the Board of
Directors in 1986 expired in November 19



(10) ACCOUNTING FOR THE EFFECTS OF REGULATION

The Company's regulated telephone operations &jectuo the provisions of Statement of Financiatéunting 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 asskimpose a liability on a regulated enterpt&ech regulatory assets and liabilities are
required to be recorded and, accordingly, refleatdtie balance sheet of an entity subject to SFAS

The Company's consolidated balance sheet as ohilmre31, 1996 included regulatory assets of apprately $7.9 million and regulatory
liabilities of approximately $22.6 million exclugof (i) property, plant and equipment, (ii) accuated depreciation and (iii) deferred inca
taxes and deferred investment tax credits assdovwgth regulatory assets and liabilities. The $mifion of regulatory assets included assets
established in connection with postretirement biené$1.7 million), income taxes ($2.7 million),texordinary retirements ($603,000) and
deferred financing costs ($2.9 million). The $2&#lion of regulatory liabilities was establisheddonnection with the adoption of Statement
of Financial Accounting Standards No. 109, "Accaumtor Income Taxes." Net deferred income taxtassdated to the regulatory assets
and liabilities quantified above were $5.1 million.

Property, plant and equipment of the Company'slated telephone operations has been depreciated generally the straight line method
over lives approved by regulators. Such depreciis have generally exceeded the depreciabls lised by nonregulated entities. In
addition, in accordance with regulatory accountnegirements of regulated telephone property haenlcharged to accumulated
depreciation, along with the costs of removal, EsEsage, with no gain or loss recognized. Thesewatting policies have resulted in
accumulated depreciation being significantly lésmtif the Company's telephone operations had een begulated.

Statement of Financial Accounting Standards No.(I8EAS 101"), "Regulated Enterprises - Accounfioigthe 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 enterprisgeneral, 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 tadjpasted only to the extent the assets are impainddhat 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 temportieyeatices for property, plant and equipment andimedated 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 Compateyephone operations no longer being subject toSFAin the near future. When the
regulated operations of the Company no longer fyufai the application of SFAS 71, the net adjusttserequired 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 bedigvat the noncash, after-tax, extraordinary ehauguld be between $100 million and
$130 million. For regulatory purposes, the accawntind reporting of the Company's telephone sudrsidi will not be affected by the
discontinued application of SFAS 71.

(11) STOCK OPTION PROGRAM

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

incentive stock options and non-qualified stockia; stock appreciation rights; restricted stankg performance shares. As of December
31, 1996, Century had reserved 3.7 million shafe®mmon stock which may be issued under the imeerbmpensation program.

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

During 1995 the Company granted 634,031 optiors (1995 Options") above market price. During 198 €ompany granted 31,000
options at market price. The weighted-averageviine of each of the 1995 Options was estimateaf e date of grant to be $9.93 using an
option-pricing model with the following assumptioiévidend yield - 1.1%; expected volatility - 25%sk-free interest rate - 6.5%; and
expected option life - eight years.

Stock option transactions during 1996, 1995 andi1®ére as follows



Numbe r Average

of opti ons price
Outstanding December 31, 1993 2,381, 749 $ 20.96
Exercised (139, 282) 11.10
Granted 31, 000 26.25
Outstanding December 31, 1994 2,273, 467 21.63
Exercised (272, 300) 10.12
Granted 634, 031 36.15
Outstanding December 31, 1995 2,635, 198 25.46
Exercised (292, 403) 18.72
Forfeited (12, 550) 29.27
Outstanding December 31, 1996 2,330, 245 27.25
Exercisable December 31, 1995 2,604, 198 26.32
Exercisable December 31, 1996 2,317, 745 27.26

The following tables summarize certain informatabout Century's stock options at December 31, 1996.

Options outstanding

Weighted av erage
Range of Number of remainin g Weighted average
exercise prices options outstanding contractual life exercise price
$ 8.85-16.00 103,906 1.8 yea rs $10.09
18.75-27.67 1,602,364 5.0 24.87
31.63-39.69 623,975 8.4 36.22
8.85-39.69 2,330,245 6.1 27.25

Options exercisable

Range of Number of Weighted average
exercise prices options exercisable exercise price
$ 8.85-16.00 103,906 $10.09
18.75-27.67 1,589,864 24.86
31.63-39.69 623,975 36.22
8.85-39.69 2,317,745 27.26

The Company applies Accounting Principles Boardn@wi No. 25, "Accounting for Stock Issued to Emmes," in accounting for its
program. Accordingly, no compensation cost has bbeeognized for the program. If compensation costCentury's program had been
determined consistent with SFAS 123 for the 1995dDp, the Company's net income and earnings eedhr 1995 would have been
reduced to the pro forma amounts shown in theviolig table. All of the 1995 Options became fullysted in 1995; under SFAS 123 there
would be no compensation expense after 1995 ajppdica the 1995 Option



Year ended December 31, 1995

(D ollars in thousands,
exc ept per share amounts)
Net income
As reported $ 114,776
Pro forma $ 110,813

Fully diluted earnings per share
As reported $ 1.95
Pro forma $ 1.88

(12) RETIREMENT AND SAVINGS PLANS

Century sponsors an Outside Directors' Retiremkmt 8nd a Supplemental Executive Retirement Plamdwide directors and officers,
respectively, with supplemental retirement, deaith disability benefits. In addition, the bargainungjt employees of a subsidiary are
provided benefits under a defined benefit pensian.pAt December 31, 1996 and 1995, the combinedraalated benefit obligation of the
plans, substantially all of which was vested, aggted $19.6 million and $18.4 million, respectivélie plans' assets were $1.7 million in
excess of the projected benefit obligations asefdinber 31, 1996. The projected benefit obligatwae $823,000 in excess of the plans'
assets as of December 31, 1995. During 1996 ansl €8atury funded $2.2 million and $2.9 million, pestively, of the obligations of the
plans. Prepaid pension cost was $4.2 million atebexer 31, 1996 and $2.5 million at December 3151%8e net periodic pension cost in
1996, 1995 and 1994 was $508,000, $928,000 andn§illi@n, respectively. Discount rates used in defi@ing the year-end liabilities were
7.75% for 1996 and 7.25% for 1995.

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 $1.9 million, $1.6 milliand $2.3 million to the ESBP during 1996, 1995 4884, respectively. At December 31,
1996, the ESBP owned 4.0 million shares of Centorymon 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 pledgedlégeral for its debt. As the debt is repaid, sisaare released from collateral based on the
percentage of principal payment to outstanding tebire applying the principal payment. As of egehlr end, such released shares are
allocated to active employet



The ESOP had outstanding debt of $3.6 million atdbeber 31, 1996 which was applicable to shareshpsed prior to 1993. Interest
incurred by the ESOP on debt applicable to sucheshaas $430,000, $580,000 and $728,000 in 1995 4Ad 1994, respectively. The
Company contributed and expensed $2.1 million, $31Bon and $1.9 million during 1996, 1995 and #9%espectively, with respect to such
shares. Dividends on unallocated ESOP shares aselélit service by the ESOP were $189,000 in 19980,000 in 1995 and $288,000 in
1994. ESOP shares as of December 31, 1996 andvltiéb were purchased prior to 1993 were as follows:

December 31, 1996 1995

(In thousands)

Allocated shares 1,445 1,338
Unreleased shares 294 490
1,739 1,828

The Company accounts for shares purchased subsdqugecember 31, 1992 in accordance with StateimieRbsition 93-6 ("SOP 93-6").
Accordingly, as shares are released from collagtédralCompany reports compensation expense eqtla twurrent market price of the shares
and the shares become outstanding for earningshpee computations. Dividends on allocated ESORestaae recorded as a reduction of
retained earnings; dividends on unallocated ESQ@Restare recorded as a reduction of debt. ESOPamsation expense applicable to shares
purchased subsequent to 1992 was $1.4 milliong66.1$1.3 million for 1995 and $605,000 for 199keTair value of unreleased ESOP
shares accounted for under SOP 93-6 was $9.7 mdinal $11.2 million at December 31, 1996 and Deegr@h, 1995, respectively. ESOP
shares purchased subsequent to 1992 totaled 41®B&bich 104,200 were allocated and 312,650 wereleased as of December 31, 1996.

Century also sponsors a qualified profit sharirmpgbursuant 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 $2.3 million in 1996
and $2.4 million in 1995 and 1994.

(13) MAJOR ACQUISITION

In February 1994 the Company acquired Celutel paraximately $106.0 million in a stock and casmmséaction accounted for as a purchase.
Approximately $56.0 million of the purchase pricasapaid in cash, with the remainder paid throughishuance of approximately 1.9 milli
shares of Century common stock. At acquisitionu@lprovided cellular service to approximatelyQf¥) customers in five non-wireline
provider systems in MSAs in Mississippi and Te:



(14) SUPPLEMENTAL CASH FLOW DISCLOSURES

The Company paid interest of $45.1 million, $45i8iom and $40.8 million during 1996, 1995 and 198&spectively. Income taxes paid

were $64.1 million in 1996, $62.4 million in 1998c6$41.3 million in 1994,

Century has consummated the acquisition of varielephone and cellular operations, along with @eiéher assets, during the three years
ended December 31, 1996. In connection with thegeisitions, the following assets were acquireahilities assumed, and common and

preferred stock issued:

Year ended December 31, 199
(Do

Property, plant and equipment $ 49

Excess cost of net assets acquired 53,2

Investments in unconsolidated
cellular entities
Notes payable

Long-term debt 3,2
Deferred credits and other liabilities (1
Other assets and liabilities, excluding

cash and cash equivalents 8,0
Common stock issued (8,4
Preferred stock issued (7,9
Decrease in cash due to acquisitions $ 46,3

6 1995 1994

llars in thousands)

63 16,949 11,301
20 70,124 152,239

- 2,804 -
- (14,199) -

73) (38,147) (46,478)
71) (1,880) (5,706)

21 3,037 (1,191)
58) (16,558) (52,311)
75) - (1,875)

27 22,130 55,979

Century has consummated the disposition of varellslar operations, along with certain other assgtiring the three years ended Decer
31, 1996. In connection with these dispositions,ftllowing assets were sold, liabilities elimindtassets received and gain recognized:

Year ended December 31, 199

(Do

Property, plant and equipment $9
Excess cost of net assets acquired
Other assets and liabilities, excluding

cash and cash equivalents (
Assets of cellular system
Gain on sales of assets (8
Increase in cash due to dispositions $

6 1995 1994

llars in thousands)

00 (4,399) (2,673)
- (4,494) (3,976)

85) (4,278) 993
- - 11,058
15) (6,782) (15,877)

- (19,953) (10,475)

In February 1995 Century's $115.0 million of outsliag 6% convertible debentures were converted@gotury common stock by the
debenture holders at a conversion price of $25e3%pare



(15) FAIR VALUE OF FINANCIAL INSTRUMENTS

The following table presents the carrying amounts$ estimated fair values of certain of the Compafigancial instruments at December 31,
1996 and 1995.

Carryin g Fair
amount value
(Dollar s in thousands)

December 31, 1996

Financial assets
Investments
Note receivable

(including current portion) $ 22,50 0 22,500 (1)
Marketable equity securities $ 8,47 8 7,959 (2)
Other $ 16,36 2 16,362 (1)

Financial liabilities
Long-term debt
(including current maturities) $ 645,84 9 649,756 (3)
Other $ 15,12 2 15,122 (1)
December 31, 1995
Financial assets
Investments
Note receivable

(including current portion) $ 24,16 7 24,167 (1)
Marketable equity securities $ 8,47 8 8,672 (2)
Other equity investment $ 20,00 0 20,000 (1)
Other $ 9,91 2 9,912 (1)

Financial liabilities
Long-term debt
(including current maturities) $ 638,22 9 638,383 (3)
Other $ 13,04 3 13,043 (1)
(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 sc heduled payment streams to
present value based upon rates currently offe red to the Company for

similar debt.

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

(16) SALES OF ASSETS

In the first quarter of 1995 the Company sold,dnraggregate of $17.9 million cash, its ownershierests in certain non-strategic cellular
Rural Service Areas ("RSAs") located primarily iestern states and three Metropolitan Statisticeb8("MSAs") in the midwest. These
transactions resulted in a pre-tax gain of $5.%ionil($2.0 million after-tax). During the fourth gtter of 1995, the Company sold certain
assets of one of its subsidiaries for $2.0 millidmrich resulted in a p-tax gain of $873,000 ($567,000 a-tax).



In 1994 the Company sold the assets comprising@h ¢ellular system in Minnesota; the Company reeeifi) the assets of the Pine Bluff,
Arkansas MSA wireline cellular system and (ii) $.nillion cash. The transaction resulted in a peegain of $14.7 million ($8.5 million
after-tax). The Company also sold the assets ghitgng operations during 1994 and recognized m@fa$1.2 million ($756,000 after-tax).

(17) BUSINESS SEGMENTS

The Company is primarily engaged in providing ttadial telephone services and mobile communicatsangices. The Company's telephone
operations are conducted in rural, suburban andl siman communities in 14 states. Approximately8a@f the Company's telephone access
lines are in Wisconsin, Louisiana, Michigan, Olokansas and Texas. The Company's cellular custwarerlocated primarily in Michigan,
Louisiana, Arkansas, Mississippi and Texas.

Dep reciation
Operating and  Operating
revenues amo rtization income

(Dollars in thousands)

Year ended December 31, 1996

Telephone $ 451,538 95,793 155,183
Mobile communications 250,243 33,573 67,914
Other 59,561 2,655 199
Eliminations (11,665) - -

Total $749,677 1 32,021 223,296

Year ended December 31, 1995

Telephone $ 419,242 86,324 143,527
Mobile communications 197,494 25,427 57,009
Other 39,580 2,019 2,383
Eliminations (11,476) - -

Total $644,840 1 13,770 202,919

Year ended December 31, 1994

Telephone $ 391,265 73,175 137,992
Mobile communications 150,802 21,255 31,443
Other 33,272 1,283 3,371
Eliminations (10,738) - -

Total $ 564,601 95,713 172,806




Year ended December 31, 1996 1995 1994

(Dol lars in thousands)
Operating income $ 223,296 202,919 172,806
Interest expense (44,662) (43,615) (42,577)
Income from unconsolidated
cellular entities 26,952 20,084 15,698
Gain on sales of assets 815 6,782 15,877
Minority interest (6,675) (8,084) (3,377)
Other income and expense 3,916 4,982 3,111
Income before income tax expense $ 203,642 183,068 161,538
Capital expenditures
Telephone $ 110,147 136,006 152,336
Mobile communications $ 83,679 41,990 39,937
Corporate and other $ 29,059 18,596 8,503
Identifiable assets
Telephone $1,174,317 1,114,827 1,053,950
Mobile communications 644,587 547,260 430,777
General corporate 95,545 109,096 88,305
Other 114,056 91,238 70,221
Total assets $ 2,028,505 1,862,421 1,643,253

Other accounts receivable are primarily amountsfohra various long distance carriers, principallf8T, and several large local exchange
operating companies.

(18) COMMITMENTS AND CONTINGENCIES

Construction expenditures and investments in veljdiuildings and other work equipment during 18&7estimated to be $102 million for
telephone operations, $67 million for mobile comications operations and $36 million for corporate ather operations.

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



CENTURY TELEPHONE ENTERPRISES, INC.
Consolidated Quarterly Income Information

First Sec ond  Third Fourth
quarter gua rter quarter quarter
(Dollars in thousands, except
per share amounts)
(Unaudited)

1996
Operating revenues $175,814 186 ,538 193,096 194,229
Operating income $ 55,515 57 ,697 59,016 51,068
Net income $ 29,665 32 ,941 36,350 30,121
Fully diluted earnings per share $ .50 .55 .60 .50
1995
Operating revenues $ 148,779 156 ,815 167,304 171,942
Operating income $ 47,961 49 ,682 56,392 48,884
Net income $ 27,000 26 ,167 31,880 29,729
Fully diluted earnings per share $ .47 A5 .54 .50

Item 9. Changes in and Disagreements With Accountasion
Accounting and Financial Disclosure.

None.

PART Il
Item 10. Directors and Executive Officers of the Rgistrant.

The name, age and office(s) held by each of thésRagt'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, subjedhtoright of Mr. Williams or the Company
to terminate such agreement.

Name Age Office(s) he Id with Century
Clarke M. Williams 75 Chairman of the Board
of Directo rs
Glen F. Post, Il 44 Vice Chairma n of the Board of
Directors, President and Chief

Executive Officer



David D. Cole 39 President -
Group
Kenneth R. Cole 49 President -

R. Stewart Ewing, Jr. 45 Senior Vice

Financial
W. Bruce Hanks 42 Senior Vice
Developmen
Harvey P. Perry 52 Senior Vice
Counsel an

Each of the Registrant's executive officers hageskas an officer of the Registrant and/or one arenof its subsidiaries in varying capacities
for more than the past five years. Mr. David D.&bas served as President - Mobile Communicationssince October 1996 and as Vice
President from 1990 to 1996. Mr. Kenneth R. Cole $erved as President - Telephone Group since i3ah®@5 and as Vice President from
1983 to 1994. Mr. Hanks has served as Senior \iesithent - Corporate Development and Strategy sDateber 1996 and as President -
Telecommunications Services or a comparable pasitam 1989 to 1996.

The balance of the information required by Itenislihcorporated by reference to the Registranfisidiee proxy statement relating to its
1997 annual meeting of stockholders (the "Proxyestant"), which Proxy Statement will be filed puastto Regulation 14A within 120 de

after the end of the last fiscal year.

Item 11. Executive Compensation.

Mobile Communications

Telephone Group

President and Chief
Officer

President - Corporate
t and Strategy

President, General
d Secretary

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 Statement.

Item 13. Certain Relationships and Related Transaans.

The information required by Item 13 is incorporabgdreference to the Proxy Stateme



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@dicember 31, 1996, 1995 and 1994
Consolidated Balance Sheets - December 31, 1996 dr895
Consolidated Statements of Cash Flows for the yaaded December 31, 1996, 1995 and 1994
Consolidated Statements of Stockholders' Equitytferyears ended December 31, 1996, 1995 and 1994
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 omittecbagpplicable or not required.

b. Reports on Form-K.



There were no reports on Form 8-K filed during filnerth quarter of 1996.

c. Exhibits:

3()

3ii)

4.1

4.2

4.3

4.4

4.5

Amended and Restated Articles of Incorpor
Registrant, dated as of December 2, 1996,
elsewhere herein.

Registrant's Bylaws, as amended through N
(incorporated by reference to Exhibit 3.2
Registration Statement on Form S-4, Regis
333-17015).

Competitive Advance and Revolving Credit
Agreement, dated October 17, 1995, betwee
Bank One of Texas, N.A. (incorporated by
Exhibit 4.2 to Registrant's Quarterly Rep
for the quarter ended September 30, 1995)

Note Purchase Agreement, dated September

Registrant, Teachers Insurance and Annuit
America and the Lincoln National Life Ins
(incorporated by reference to Exhibit 4.2
Quarterly Report on Form 10-Q for the qua
September 30, 1989).

Rights Agreement, dated as of August 27,
Century Telephone Enterprises, Inc. and S
Bank, as Rights Agent, including the form
Certificate (incorporated by reference to
Registrant's Current Report on Form 8-K f
1996).

Form of common stock certificate of the R
(incorporated by reference to Exhibit 4.1
Quarterly Report on Form 10-Q for the qua
30, 1993).

Revolving Credit Facility Agreement, date
between Registrant and NationsBank of Tex
(incorporated by reference to Exhibit 4.2
Annual Report on Form 10-K for the year e
1991), amendment thereto dated April 8, 1
by reference to

ation of
included

ovember 21, 1996
of the Company's
tration No.

Facility

n Registrant and
reference to

ort on Form 10-Q

1, 1989, between
y Association of
urance Company
3 to Registrant's
rter ended

1996, between
ociety National
of Rights
Exhibit 1 of
iled August 30,

egistrant
to Registrant's
rter ended June

d February 7, 1992
as, N.A.

4 to Registrant's
nded December 31,
993 (incorporated



4.6

4.7

4.8

4.9

10.1

Exhibit 19.2 to Registrant's Quarterly
Report on Form 10-Q for the quarter ended
amendment thereto dated July 9, 1993 (inc
reference to Exhibit 4.24 to Registrant's
Form 10-K for the year ended December 31,
thereto dated August 15, 1994 (incorporat
Exhibit 4.1 to Registrant's Quarterly Rep
for the quarter ended September 30, 1994)
thereto dated October 5, 1995 (incorporat
Exhibit 4.1 to Registrant's Quarterly Rep
for the quarter ended September 30, 1995)

Indenture dated as of March 31, 1994 betw
and Regions Bank of Louisiana (formerly F
& Trust of Louisiana), as Trustee (incorp
reference to Exhibit 4.1 of the Company's
Statement on Form S-3, Registration No. 3

Resolutions designating the terms and con
Company's 7-3/4% Senior Notes, Series A,
8-1/4% Senior Notes, Series B, due 2024 (
reference to Exhibit 4.1 to Registrant's
on Form 10-Q for the quarter ended March

Resolutions designating the terms and con
Company's 6.55% Senior Notes, Series C, d
Senior Notes, Series D, due 2025 ("Senior
(incorporated by reference to Exhibit 4.2
Annual Report on Form 10-K for the year e
1995).

Form of Senior Notes (incorporated by ref
4.3 of the Company's Registration Stateme
Registration No. 33-52915).

Employee Benefit Plans

(a) Registrant's Employee Stock Ownership
as amended and restated December 30,
by reference to Exhibit 10.1 to Regis
Report on Form 10-Q for the quarter e
1995), amendment thereto dated Januar
(incorporated by reference to Exhibit
Registrant's Annual Report on Form 10
ended December 31, 1995) and amendmen
July

March 31, 1993),
orporated by
Annual Report on
1993), amendment
ed by reference to
ort on Form 10-Q
and amendment
ed by reference to
ort on Form 10-Q

een the Company
irst American Bank
orated by
Registration
3-52915).

ditions of the
due 2004 and
incorporated by
Quarterly Report
31, 1994).

ditions of the

ue 2005 and 7.2%
Notes")

7 to Registrant's
nded December 31,

erence to Exhibit
nt on Form S-3,

Plan and Trust,
1994 (incorporated
trant's Quarterly
nded March 31,

y 26, 1996

10.1(a) to
-K for the year
t thereto dated



15, 1996 (incorporated by reference t
10.2 to Registrant's Quarterly Report
the quarter ended June 30, 1996).

(b) Registrant's Stock Bonus Plan, PAYSOP

amended and restated December 30, 199
reference to Exhibit 10.2 to Registra
Report on Form 10-Q for the quarter e
1995), amendment thereto dated July 1
(incorporated by reference to Exhibit
Registrant's Quarterly Report on Form
quarter ended June 30, 1995), amendme
January 26, 1996 (incorporated by ref
10.1(b) to Registrant's Annual Report
the year ended December 31, 1995) and
dated July 15, 1996 (incorporated by
Exhibit 10.1 to Registrant's Quarterl
10-Q for the quarter ended June 30, 1

(c) Registrant's Dollars & Sense Plan and

and restated, generally effective Apr
(incorporated by reference to Exhibit
Registrant's Annual Report on Form 10
ended December 31, 1994) and amendmen
July 15, 1996 (incorporated by refere

10.3 to Registrant's Quarterly Report

the quarter ended June 30, 1996).

(d) Registrant's Restated Supplemental Ex

Plan, generally effective as of Novem
(incorporated by reference to Exhibit
Registrant's Annual Report on Form 10
ended December 31, 1995) and amendmen
November 21, 1996, included elsewhere

(e) Registrant's 1983 Restricted Stock PI

21, 1984, as amended and restated as
1995 (incorporated by reference to Ex
Registrant's Annual Report on Form 10
ended December 31, 1995) and amendmen
November 21, 1996, included elsewhere

(f) Registrant's Key Employee Incentive C

dated January 1, 1984, as amended and
November 16, 1995 (incorporated by

o Exhibit
on Form 10-Q for

and Trust, as

4 (incorporated by
nt's Quarterly
nded March 31,

1, 1995

10.4 to

10-Q for the

nt thereto dated
erence to Exhibit
on Form 10-K for
amendment thereto
reference to

y Report on Form
996).

Trust, as amended
il1, 1992

10.7 to

-K for the year

t thereto dated

nce to Exhibit

on Form 10-Q for

ecutive Retirement
ber 16, 1995
10.1(d) to

-K for the year

t thereto dated
herein.

an, dated February
of November 16,
hibit 10.1(e) to

-K for the year

t thereto dated
herein.

ompensation Plan,
restated as of



reference to Exhibit 10.1(f) to Regis
Report on Form 10-K for the year ende
1995) and amendment thereto dated Nov
included elsewhere herein.

(9) Registrant's 1988 Incentive Compensat
amended and restated August 22, 1989
reference to Exhibit 19.8 to Registra
Report on Form 10-Q for the quarter e
1989) and amendment thereto dated Nov
included
elsewhere herein.

(h) Form of Stock Option Agreement entere
the Registrant, pursuant to 1988 Ince
Program, with certain of its officers
reference to Exhibit 10.10 to Registr
Report on Form 10-K for the year ende
1988) and amendment thereto (incorpor
to Exhibit 4.6 to Registrant's Regist
33-31314).

(i) Registrant's 1990 Incentive Compensat
March 15, 1990 (incorporated by refer
19.1 to Registrant's Quarterly Report
the quarter ended June 30, 1990) and
dated November 21, 1996, included els

(j) Form of Stock Option Agreement entere
the Registrant, pursuant to 1990 Ince
Program, with certain of its officers
reference to Exhibit 19.3 to Registra
Report on Form 10-Q for the quarter e
1990) and amendment thereto dated as
(incorporated by reference to Exhibit
Registrant's Quarterly Report on Form
quarter ended September 30, 1995).

(k) Form of Stock Option Agreement entere
the Registrant, pursuant to 1990 Ince
Program, with certain of its officers
(incorporated by reference to Exhibit
Registrant's Annual Report on Form 10
ended December 31, 1992) and amendmen
of May 22, 1995 (incorporated by

trant's Annual
d December 31,
ember 21, 1996,

ion Program as
(incorporated by
nt's Quarterly

nded September 30,
ember 21, 1996,

d into in 1988 by
ntive Compensation
(incorporated by
ant's Annual

d December 31,
ated by reference
ration No.

ion Program, dated
ence to Exhibit

on Form 10-Q for
amendment thereto
ewhere herein.

d into in 1990 by
ntive Compensation
(incorporated by
nt's Quarterly

nded June 30,

of May 22, 1995
10.1 to

10-Q for the

dinto in 1992 by
ntive Compensation
and employees
10.17 to

-K for the year

t thereto dated as



reference to Exhibit 10.2 to Registra
Report on Form 10-Q for the quarter e
30, 1995).

(I) Registrant's 1995 Incentive Compensat
by Registrant's shareholders on May 1
(incorporated by reference to Exhibit
Registration No. 33-60061) and amendm
November 21, 1996, included elsewhere

(m) Form of Stock Option Agreement, pursu
Incentive Compensation Plan and dated
1995, entered into by Registrant and
(incorporated by reference to Exhibit
Registrant's Quarterly Report on From
quarter ended June 30, 1995).

(n) Form of Stock Option Agreement, pursu
Incentive Compensation Plan and dated
1995, entered into by Registrant and
employees (incorporated by reference
Registrant's Quarterly Report on Form
quarter ended June 30, 1995).

(o) Form of Performance Share Agreement U
Incentive Compensation Program, enter
with certain of its officers and empl
(incorporated by reference to Exhibit
Registrant's Quarterly Report on Form
quarter ended March 31, 1993) and ame
dated as of May 22, 1995 (incorporate
Exhibit 10.3 to Registrant's Quarterl
10-Q for the quarter ended September

(p) Registrant's Restated Supplemental De
Plan, dated as of November 16, 1995 (
reference to Exhibit 10.1(qg) to Regis
Report on Form 10-K for the year ende
1995), amendment thereto dated July 1
(incorporated by reference to Exhibit
Registrant's Quarterly Report on Form
quarter ended June 30, 1996) and amen
dated November 21, 1996, included els

nt's Quarterly
nded September

ion Plan approved
1, 1995

4.4t0

ent thereto dated
herein.

ant to 1995
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10-Q for the

ant to 1995
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certain key
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fined Contribution
incorporated by
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5, 1996
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10.2

(q) Registrant's Amended and Restated Sup

& Sense Plan, effective as of January
(incorporated by reference to Exhibit
Registrant's Annual Report on Form 10
ended December 31, 1994), amendment t
18, 1995 (incorporated by reference t
Registrant's Quarterly Report on Form
quarter ended June 30, 1996) and amen
dated November 21, 1996, included els

(r) Registrant's Amended and Restated Sal

(Disability) Plan for Officers, dated
(incorporated by reference to Exhibit
Registrant's Annual Report on Form 10
ended December 31, 1991).

(s) Registrant's Restated Outside Directo

Plan, dated as of November 16, 1995 (
reference to Exhibit 10.1(t) to Regis
Report on Form 10-K for the year ende
1995).

(t) Registrant's Restated Deferred Compen

Outside Directors, dated as of Novemb
(incorporated by reference to Exhibit
Registrant's Annual Report on Form 10
ended December 31, 1995).

Employment, Severance and Related Agreeme

(a) Employment Agreement, dated May 24, 1

between Clarke M. Williams and Regist
by reference to Exhibit 19.1 to Regis
Report on Form 10-Q for the quarter e
1993) and amendment thereto dated as
1996 (incorporated by reference to Ex
Registrant's Annual Report on Form 10
ended December 31, 1995).

(b) Form of Amended and Restated Severanc

and between Registrant and each of it
officers other than Clarke M. William
November 16, 1995 (incorporated by re

plemental Dollars
1, 1995

10.22 to

-K for the year
hereto dated July
o Exhibit 10.5 to
10-Q for the
dment thereto
ewhere herein.

ary Continuation

November 26, 1991

10.16 of
-K for the year

rs' Retirement
incorporated by
trant's Annual
d December 31,

sation Plan for
er 16, 1995
10.1(u) to

-K for the year

nts

993, by and

rant (incorporated
trant's Quarterly
nded June 30,

of February 27,
hibit 10.2(a) to

-K for the year

e Agreement, by
S executive

s, dated as of
ference to Exhibit



10.3

11

21

23

27

10.2(b) to Registrant's Annual Report
the year ended December 31, 1995).

(c) Form of Amended and Restated Severanc
and between Registrant and five of it
not executive officers, dated as of N
(incorporated by reference to Exhibit
Registrant's Annual Report on Form 10
ended December 31, 1995).

(d) Agreement, dated December 31, 1994, b
D. Reppond and Registrant (incorporat
Exhibit 10.24 to Registrant's Annual
10-K for the year ended December 31,

(e) Consulting Agreement, dated as of Jul
between Century Telephone Enterprises
Reppond (incorporated by reference to
Registrant's Quarterly Report on Form
quarter ended September 30, 1996).

Other Agreement

(a) Loan Agreement and Grant of Rights of
Acquire Assets and/or Capital Stock o
and its Subsidiaries (incorporated by
Exhibit 10.1 to Registrant's Quarterl
10-Q for the quarter ended March 31,

Computations of Earnings Per Share, inclu
herein.

Subsidiaries of the Registrant, included
Independent Auditors' Consent, included e

Financial Data Schedule, included elsewhe
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10.2(c) to
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SIGNATURES

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

CENTURY TELEPHONE ENTERPRISES, INC.

Date: March 17, 1997 By: /s/ Clarke M WIlianms

Clarke M WIIlians
Chai rman of the Board

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

/sl Clarke M WIIlians Chai rman of the Board March 17, 1997
------------------------- of Directors

Vice Chairman of the

/sl den F. Post, Il Board of Directors, March 17, 1997
S President, and Chi ef

den F. Post, |11l Executive Oficer

/sl R Stewart Ewi ng, Jr. Seni or Vice President March 17, 1997
R LT and Chi ef Financi al

R Stewart Ewi ng, Jr. Oficer

/sl Harvey P. Perry Seni or Vice President, March 17, 1997
e General Counsel,

Harvey P. Perry Secretary and Director

/sl W Bruce Hanks Seni or Vice President - March 17, 1997
R LT Cor por at e Devel opnent

W Bruce Hanks and Strategy and Director

/sl Murray H Geer Control l er (Principal March 17, 1997

S Accounting O ficer)
Mirray H G eer

/sl WIlliam R Boles, Jr. Director March 17, 1997

/sl Virginia Boul et Di rector March 17, 1997

Vi rginia Boul et



/sl Ernest Butler, Jr.

Ernest Butler, Jr.

Director Calvin Czeschi
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/sl Johnny Hebert

/sl F. Earl Hogan
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Director
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SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REG ISTRANT
CENTURY TELEPHONE ENTERPRISES, INC.

(Parent Company)

STATEMENTS OF INCOME

REVENUES $

EXPENSES
Operating expenses
Depreciation and amortization

Total expenses 1

OPERATING LOSS (

OTHER INCOME (EXPENSE)

Loss on investment (

Interest expense 3

Interest income 2
Total other income (expense) (

LOSS BEFORE INCOME TAXES AND
EQUITY IN SUBSIDIARIES' EARNINGS 1

Income tax benefit

LOSS BEFORE EQUITY IN
SUBSIDIARIES' EARNINGS 1

Equity in subsidiaries' earnings 14

NET INCOME $12

Year ended December 31,

1996

1995

1994

(Dollars in thousands)

6,520 5,608 6,190
6,071 5165 5,400
7,286 6,860 6,603
3,357 12,025 12,003
6,837) (6,417) (5,813)
1,100) - -

6,709) (37,467) (34,463)
8,884 30,930 24,088
8,925) (6,537) (10,375)
5,762) (12,954) (16,188)
4467 3,769 3,205
1,295) (9,185) (12,983)
0,372 123,961 113,221
9,077 114,776 100,238

See accompanying notes to condensed financial infor

mation of registrant.



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

CENTURY TELEPHONE ENTERPRISES, INC.
(Parent Company)

BALANCE SHEETS

December 31,

1996 1995
(Dollars in thousands)
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 1,055 1,616
Receivables from subsidiaries 99,506 94,217
Other receivables 12,527 9,888
Prepayments and other 1,711 1,854
Total current assets 114,799 107,575
PROPERTY, PLANT AND EQUIPMENT
Property and equipment 1,028 983
Accumulated depreciation (651) (583)
Net property, plant and equipment 377 400
INVESTMENTS AND OTHER ASSETS
Investments in subsidiaries (at equity) 1 ,348,986 1,166,186
Receivables from subsidiaries 183,333 139,631
Other investments 37,570 50,620
Note receivable 20,833 22,500
Deferred charges 4,916 5,010
Total investments and other assets 1 ,595,638 1,383,947
TOTAL ASSETS $1 ,710,814 1,491,922

LIABILITIES AND EQUITY
CURRENT LIABILITIES

Current maturities of long-term debt  $ 5,122 5,516
Payables to subsidiaries 202,467 143,793
Accrued interest 3,784 4,424
Other accrued liabilities 7,336 4,377
Total current liabilities 218,709 158,110
LONG-TERM DEBT 394,675 392,018
PAYABLES TO SUBSIDIARIES 47,618 35,684
DEFERRED CREDITS AND OTHER LIABILITIES 21,659 17,686

STOCKHOLDERS' EQUITY
Common stock, $1.00 par value,
authorized 175,000,000 shares,
issued and outstanding 59,858,540

and 59,113,670 shares 59,859 59,114
Paid-in capital 474,607 453,584
Retained earnings 494,726 387,424
Unearned ESOP shares (11,080) (13,960)
Preferred stock - non-redeemable 10,041 2,262

Total stockholders' equity 1 ,028,153 888,424

TOTAL LIABILITIES AND EQUITY $1 ,710,814 1,491,922

See accompanying notes to condensed financial infor mation of registrant.



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

CENTURY TELEPHONE ENTERPRISES, INC.
(Parent Company)

STATEMENTS OF CASH FLOWS

Year ended December 31,

1996 1995 1994

(Dollars in thousands)
OPERATING ACTIVITIES

Net income $
Adjustments to reconcile net income to
net cash provided by (used in)
operating activities:
Depreciation and amortization
Deferred income taxes
Earnings of subsidiaries
Loss on investment in unconsolidated
personal communications services entity
Changes in current assets and current
liabilities:
(Increase) decrease in other receivables
Increase (decrease) in other accrued
liabilities
Changes in other current assets and
other current liabilities, net
Other, net

Net cash provided by (used in)
operating activities

INVESTING ACTIVITIES

Acquisitions

Capital contributions to subsidiaries

Dividends received from subsidiaries

(Increase) decrease in receivables
from subsidiaries

Increase (decrease) in payables to subsidiaries

Investment in unconsolidated personal
communications services entity

Note receivable

Other, net

Net cash provided by (used in)
investing activities

FINANCING ACTIVITIES

Proceeds from issuance of long-term debt
Payments of long-term debt

Notes payable, net

Proceeds from issuance of common stock
Cash dividends paid

Net cash provided by (used in)
financing activities

Net increase (decrease) in cash and

Cash and cash equivalents at beginning of year

CASH AND CASH EQUIVALENTS AT END OF YEAR

cash equivalents

129,077 114,776 100,238

7,286 6,860 6,603
2,934 4,241 5918
(140,372) (123,961) (113,221)

1,100 - -

(2,639) (8,947) 7,078
329 (3,409) 5,063

3,998 (4,377) 6,014
2,197 1,558 766

3,910 (13,259) 18,459

(46,327) (22,130) (55,979)
(20,179) (53,050) (47,516)
473 52423 3,841

(45,945) 71,203 (98,917)
97,908 (10,271) 70,512

18,900 (20,000) -
1,667 833 (25,000)
(4,425) (2,546) (3,292)

2,072 16,462 (156,351)

47,500 171,046 147,754
(42,357) (4,901) (4,870)
- (158,000) ~ 7,500
10,089 6,522 4,814
(21,775) (19,351) (17,184)

(6,543) (4,684) 138,014

(561) (1,481) 122

1,616 3,097 2,975

1,065 1,616 3,097

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 (includingiag fund requirements) for the five years suhsey to December 31, 1996 are as
follows:

1997 - $ 5.1 million
1998 - $ 4.7 million
1999 - $ 4.3 million
2000 - $ 67.7 million
2001 - $ 5.1 million

(B) GUARANTEES

As of December 31, 1996, Century has guaranteedraigsory note for a subsidiary of $2.4 million vesll as the applicable interest and
premium. Century has also guaranteed $795,000dimsinial Development Revenue Bonds originally islsbig a subsidiary; such bonds were
assumed by the purchaser of the subsidiary's assets

(C) DIVIDENDS FROM SUBSIDIARIES

Dividends paid to Century by consolidated subsidtawere $472,800, $52.4 million and $3.8 millianidg 1996, 1995 and 1994,
respectively.

(D) INCOME TAXES AND INTEREST PAID

Income taxes paid by Century (including amountsbeirsed from subsidiaries) were $56.0 million, $5@illion and $35.0 million during
1996, 1995 and 1994, respectively.

Interest paid by Century was $37.3 million, $40#liom and $32.0 million during 1996, 1995 and 198spectively.
(E) AFFILIATED TRANSACTIONS

Century provides and bills management serviceslgidiaries and in certain instances makes int®essting advances to finance construc
of plant and purchases of equipment. Century regbidtercompany interest income of $26.4 millioB8 R million and $22.2 million in
1996, 1995 and 1994, respective



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

For the years ended December 31, 1996, 1995 antl 199

Additions
Balance at charged to Deduc tions Balance
beginning costs and fro m Other atend
Description of period expenses allowa nce(1) changes(2) of period
(Dollars i n thousands)

Year ended
December 31, 1996

Allowance for

doubtful accounts $ 2,768 10,155 (9, 662) 66 3,327
Year ended
December 31, 1995

Allowance for

doubtful accounts $2,360 7,200 (6, 946) 154 2,768
Year ended
December 31, 1994

Allowance for

doubtful accounts $ 1,473 4,748 (4, 139) 278 2,360
(1) Customers' accounts written-off, net of recove ries.
(2) Allowance for doubtful accounts at the date of acquisition of purchased

subsidiaries, net of allowance for doubtful a ccounts at the date of

disposition of subsidiaries sold.



Exhibit 3())
AMENDED AND RESTATED

ARTICLES OF INCORPORATION
OF
CENTURY TELEPHONE ENTERPRISES, INC.

Century Telephone Enterprises, Inc., a Louisianparation (the "Corporation”), through its undersdd President and Secretary and by
authority of its Board of Directors, does herebstifeas of December 2, 1996 that:

FIRST: The Amended and Restated Articles of Incapon set forth in Paragraph Fifth below accusasalt forth the articles of incorporati
of the Corporation and all amendments theretofecebn the date hereof, including the changes nrattee manner described in Paragraph
Fourth below.

SECOND: All such amendments have been effectednfocmity with law.

THIRD: The date of incorporation of the Corporatiwas April 30, 1968, and the date of these AmeratetRestated Articles of
Incorporation is December 2, 1996.

FOURTH: On November 21, 1996, the Board of Direzimfrthe Corporation, at a duly-convened regulagting of the Board of Directors,
unanimously adopted resolutions to amend the Catjoar's articles of incorporation to (i) deleteggmaphs E and H of Article 11, which
heretofore set forth the terms of the Corporati@eges A and Series AA preferred stock, (ii) dekgt references to the Corporation's Series
A and Series AA preferred stock, (iii) amend Asi¢ll (F)(2) [heretofore numbered Article I1I(G)({2p clarify the ranking of the Series K
preferred stock, and (iv) renumber the Articlesefbect the deleted sections. At such meetingBibard of Directors also unanimously
adopted resolutions to restate the articles ofrjpam@tion.

FIFTH: The Amended and Restated Articles of Incoagion of the Corporation are as follows:
ARTICLE |
Name
The name of this Corporation is Century Telephone Bterprises, Inc.
ARTICLE Il
Purpose

The purpose of the Corporation is to engage inlawjul activity for which corporations may be forchander the Business Corporation Law
of Louisiana.

ARTICLE 1lI
Capital

A. AUTHORIZED STOCK. The Corporation shall be autizaed to issue an aggregate of 177 million shafeapital stock, of which 175
million shares shall be Common Stock, $1.00 panevgler share, and two million shares shall be RegfeStock, $25.00 par value per share.

B. PREFERRED STOCK. (1) The Preferred Stock maisdged from time to time in one or more series.

(2) In respect to any series of Preferred StoakBbard of Directors is hereby authorized to fixatier the dividend rights, dividend rates,
conversion rights, voting rights, rights and teiwhsedemption (including sinking fund provisiont)e redemption price or prices, and the
liquidation preferences of any wholly unissuedessof Preferred Stock, and the number of sharestitating any such series and the
designation thereof, or any of them; and to inaemrsdecrease the number of shares of any sefiseguent to the issue of shares of that
series, but not below the number of shares of sedks then outstanding. In case the number oésladrany series shall be so decreased, the
shares constituting such decrease shall resunrsahes which they had prior to the adoption ofrésmlution originally fixing the number of
shares of such series. In addition thereto the @oaDbirectors shall have such other powers wipeet to the Preferred Stock and any series
thereof as shall be permitted by applicable law.

(3) No full dividend for any quarterly dividend ped may be declared or paid on shares of any sefiBseferred Stock unless the full
dividend for that period shall be concurrently deetl or paid on all series of Preferred Stock antfing in accordance with the terms of e



series. If there are any accumulated dividendsuaccor in arrears on any share of any series défPeel Stock those dividends shall be paid
in full before any full dividend shall be paid onyeother series of Preferred Stock. If less théullalividend is to be paid, the amount of the
dividend to be distributed shall be divided amadmg shares of Preferred Stock for which dividenésagcrued or in arrears in proportion to
the aggregate amounts which would be distributabthose holders of Preferred Stock if full cumiviatdividends had previously been paid
thereon in accordance with the terms of each series

C. VOTING RIGHTS. (1) Each share of Common Stoc# aach outstanding share of the Series H Pref&temak ("Voting Preferred Stock
which has been beneficially owned continuouslytm® $¢ame person since May 30, 1987 will entitle serison to ten votes with respect to
such share on each matter properly submitted teltaeeholders of the Corporation for their voteysemt, waiver, release or other action
when the holders of Common Stock and voting shafr®seferred Stock vote together with respect tthauatter.

(2) (a) For purposes of this paragraph C, a changeneficial ownership of a share of the Corporas stock shall be deemed to have
occurred whenever a change occurs in



person or group of persons who, directly or indlsgd¢hrough any contract, arrangement, understapdelationship or otherwise has or
shares (i) voting power, which includes the powevdte, or to direct the voting of, such share;

(i) investment power, which includes the powedi@ct the sale or other disposition of such shéiigthe right to receive or retain the
proceeds of any sale or other disposition of sieles or (iv) the right to receive distributions¢liuding cash dividends, in respect to such
share.

(b) In the absence of proof to the contrary prodideaccordance with the procedures referred gubyparagraph (4) of this paragraph C, a
change in beneficial ownership shall be deemedte loccurred whenever a share of stock is trarsferf record into the name of any other
person.

(c) In the case of a share of Common Stock or \¢fofireferred Stock held of record in the name afrparation, general partnership, limited
partnership, voting trustee, bank, trust companykér, nominee or clearing agency, or in any otif@ne except a natural person, if it has not
been established pursuant to the procedures réferia subparagraph (4) that such share was lmagfiowned continuously since May 30,
1987 by the person who possesses all of the attstaf beneficial ownership referred to in clauses

(i) through (iv) of subparagraph (2)(a) of this ggmaph C with respect to such share of Common Siodfoting Preferred Stock, then such
share of Common Stock or Voting Preferred Stocl slaary with it only one vote regardless of wheaord ownership of such share was
acquired.

(d) In the case of a share of stock held of reaottie name of any person as trustee, agent, guaadicustodian under the Uniform Gifts to
Minors Act, the Uniform Transfers to Minors Act@any comparable statute as in effect in any statbaage in beneficial ownership shall be
deemed to have occurred whenever there is a chiarige beneficiary of such trust, the principakath agent, the ward of such guardian or
the minor for whom such custodian is acting.

(3) Notwithstanding anything in this paragraph Ghe contrary, no change in beneficial ownershigdldie deemed to have occurred solely as
a result of:

(a) any event that occurred prior to May 30, 198@luding contracts providing for options, righfsfiost refusal and similar arrangements, in
existence on such date to which any holder of shafrstock is a party;

(b) any transfer of any interest in shares of sfpisuant to a bequest or inheritance, by operatidenw upon the death of any individual, or
by any other transfer without valuable considergtincluding a gift that is made in good faith arat for the purpose of circumventing this
paragraph C;

(c) any change in the beneficiary of any trustamy distribution of a share of stock from trust,rbgson of the birth, death, marriage or
divorce of any natural persa



the adoption of any natural person prior to ageri®e passage of a given period of time or theratient by any natural person of a speci
age, or the creation or termination of any guarstigmor custodian arrangement; or

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

(4) For purposes of this paragraph C, all detertiuina concerning changes in beneficial ownershiphe absence of any such change, shall
be made by the Corporation. Written proceduresytesi to facilitate such determinations shall baldisthed by the Corporation and refined
from time to time. Such procedures shall proviagepag other things, the manner of proof of facts wid be accepted and the frequency v
which such proof may be required to be renewed.ddmporation and any transfer agent shall be entiib rely on all information concernii
beneficial ownership of a share of stock cominth&r attention from any source and in any manaasonably deemed by them to be
reliable, but neither the Corporation nor any tfanagent shall be charged with any other knowleztgecerning the beneficial ownership of a
share of stock.

(5) Each share of Common Stock acquired by reabanyostock split or dividend shall be deemed teehlaeen beneficially owned by the
same person continuously from the same date asthahich beneficial ownership of the share of CamrBtock, with respect to which such
share of Common Stock was distributed, was acquired

(6) Each share of Common Stock acquired upon ceienf the outstanding Series H Preferred Stodk@fCorporation ("Convertible
Stock™) shall be deemed to have been beneficialiyenl by the same person continuously from the alatghich such person acquired the
Convertible Stock converted into such share of Com@tock.

(7) Where a holder beneficially owns shares hatémgvotes per share and shares having one vosghpeg, and transfers beneficial owner
of less than all of the shares held, the sharesfgared shall be deemed to consist, in the abseneadence to the contrary, of the shares
having one vote per share.

(8) Shares of Common Stock held by the Corporatieniployee benefit plans will be deemed to be liecialy owned by such plans
regardless of how such shares are allocated toted\by participants, until the shares are actudi#iiributed to participants.

(9) Each share of Common Stock, whether at anycpiéat time the holder thereof is entitled to exseden votes or one, shall be identical to
all other shares of Common Stock in all other retp



(10) Each share of Voting Preferred Stock, whethiemy particular time the holder thereof is eaditto exercise ten votes or one, shall be
identical in all other respects to all other shaegoting Preferred Stock in the same designassigs.

(11) Each share of Common Stock issued by the Catipo in a business combination transaction dfetieemed to have been beneficially
owned by the person who received such share itrahsaction continuously for the shortest periaddetermined in good faith by the Board
of Directors, that would be permitted for the traction to be accounted for as a pooling of intsrgetovided that the Audit Committee of the
Board of Directors has made a good faith deterriinahat (a) such transaction has a bona fide legsipurpose,

(b) itis in the best interests of the Corporationl its shareholders that such transaction be ateddior as a pooling of interests under
generally accepted accounting principals and (ch sssuance of Common Stock does not have theteffewllifying or materially restricting
or disparately reducing the per share voting rigiitsolders of an outstanding class or classe®tifig stock of the Corporation.
Notwithstanding the foregoing, (i) the Corporatairall not issue shares in a business combinatmsaction if such issuance would resu

a violation of any rule or regulation regarding pex share voting rights of publicly-traded secesithat is promulgated by the Securities and
Exchange Commission or the principal exchange wgtinoh the Common Stock is then listed for trading &i) nothing herein shall be
interpreted to require the Corporation to accoonehy business combination transaction in anyiqudair manner.

D. NON-ASSESSABILITY; TRANSFERS; PRE-EMPTIVE RIGHT$he stock of this Corporation shall be fully paitd non-assessable
when issued and shall be personal property. Nsfeaof such stock shall be binding upon this Coaion unless such transfer is made in
accordance with these Articles and the by-lawsisf Corporation and duly recorded in the booksdgbEMNo stockholder shall have any pre-
emptive right to subscribe to any or all additibmshe stock of this Corporation.

E. SERIES H PREFERRED STOCK. The Corporation'sdfrefl Stock, Series H ("Series H Shares"), shalist of 20,000 shares of
Preferred Stock.

(1) Holders of the outstanding Series H Shared bhatntitled to one vote per share thereof, vowiity holders of shares of Common Stock
and with holders of other voting shares of Prefé8eock as a single class, except as to those mmattewvhich holders of Preferred Stock or a
particular series thereof are required by applieddlv to vote separately; and shall be entitlecteive, out of any funds legally available
therefor, dividends at the rate of 7% per annutthefpart value thereof, and no more, payable ih gasrterly on the last day of March, Ju
September, and December in each year, commencifiyy #hen and as declared by the Board of Direabtise Corporation. Dividends sh
accrue on each share of Series H from the dats ofiginal issuance and shall accrue from dayatg @hether or not earned or declared.
Dividends shall be cumulative so that if dividefmisespect of any previously quarterly dividendiperat the prescribed rate per annum shall
not have been paid on or declared and set or aipaall Series H Shares at the time outstanding dificiency shall be fully paid on or
declared and set apart for s



shares before any dividend or other distributioalldte paid on or declared or set apart for shaf&ommon Stock.

(2) In the event of a liquidation, dissolution oinding up of this Corporation, the holders of SgtieShares shall be entitled to receive, pro
rata with all other holders of Preferred Stock diatever series, to the extent available out ofidsets of this Corporation, whether such
assets are capital or surplus of any nature, amuatemual to the par value of such Preferred Stawd,in addition thereto, a further amount
equal to the dividends unpaid and accumulated dinette the date that payment is earned or declaredt, and no more, before any payment
shall be made or any assets distributed to theemlof Common Stock. A consolidation or mergethid Corporation with or into any other
corporation or corporations, or a sale of all dsstantially all of the assets of the Corporatidralsnot be deemed to be a liquidation,
dissolution or winding up, within the meaning oistparagraph.

(3) The holders of Series H Shares shall have gsiorerights as follows:

(a) The Series H Shares shall be convertible,eabfition of the respective holders thereof, aioffiee of the Corporation or any transfer
agent for such shares, into fully paid and mssessable shares (calculated to the nearest shtale, fractions of a share being disregarde
Common Stock of the Corporation, at the conversabe of one and twelve thirteenthsi2£13ths) shares of Common Stock for each Ser
Share converted. Such conversion rate shall besutsj adjustment from time to time in certain émstes, as hereinafter provided. The
Corporation shall make no payment or adjustmerdaamount of any dividends accrued on the SeriesafeShsurrendered for conversion.

(b) Before any holder of Series H Shares shalltiiéled to convert the same in Common Stock, hdl sharender the certificate or certifica
therefor, duly endorsed, at the office of the Coation or of any transfer agent for the Series lr8§, and shall give written notice to the
Corporation at such office that he elects to conher same and shall state in writing therein thma or names in which he wishes the
certificate or certificates for Common Stock toiégued. The Corporation shall, as soon as prad¢ichbreafter, issue and deliver at such
office to such holder of Series H Shares, or tmbismiinee or nominees, certificates for the numibéulbshares of Common Stock to which
he shall be entitled, as aforesaid. Such convesdiafi be deemed to have been made as of the datierender of the Series H Shares to be
converted, and the person or persons entitledceive the Common Stock issuable upon such convessiall be treated for all purposes as
the record holder or holders of that Common Statkaid date.

(c) In case the Corporation shall at any time suiddithe outstanding shares of Common Stock, dt sisae as a dividend on Common St
such number of shares of Common Stock as shall 4§&%& or more of the number of shares of CommowlStaitstanding immediately prior
to the issuance of such dividend, the conversiae|



in effect immediately prior to such subdivisiontbe issuance of such dividend shall be proporteElgatecreased, and in case the Corporation
shall at any time combine the outstanding shar&oofimon Stock, the conversion price in effect imiatadly prior to such combination shall
be proportionately increased, effective at theelmisbusiness on the date of such subdivisionddivil or combination, as the case may be.

(d) No fractional shares of Common Stock shalldseiéd upon the conversion of Series H Sharesylfrantional interest in a share of
Common Stock would, except for the provisions df fraragraph (d), be deliverable upon conversigauraler, the Corporation shall adjust
such fractional interest by rounding off said fiewal interest to the nearest whole number of shaf€ommon Stock.

(e) Whenever the conversion is adjusted, as herewided, the Corporation shall forthwith maintairits office and file with the transfer
agents for Series H Shares, if any, a statemengdigy the Chairman of the Board, or the Presiderd,Vice President of the Corporation,
and by its Treasurer or an Assistant Treasurerysigpin detail the facts requiring such adjustmemd the conversion price after such
adjustment. Such transfer agent shall be undeutoat responsibility with resect to any such gtatat except to exhibit the same from time
to time to any holder of Series H Shares desirimgnapection thereof.

(f) In case of any capital reorganization or arglassification of the capital stock of the Corpamator in case of the consolidation or merger
of the Corporation with or into another corporatmrthe conveyance of all or substantially alllué issets of the Corporation to another
corporation, each Series H Share shall thereagt@ohvertible into the number of shares of stoc&tber securities or property to which a
holder of the number of shares of Common StockefQorporation deliverable upon conversion of steties H Shares would have been
entitled upon such reorganization, reclassificatmmsolidation, merger or conveyance; and, in@rgh case, appropriate adjustment (as
determined by the Board of Directors) shall be madbe application of the provisions herein settfavith respect to the rights and interests
thereafter of the holders of the Series H Shacethe end that the provisions set forth hereinl(idiag provisions with respect to changes in
and other adjustments of the conversion price) shateafter be applicable, as nearly as reasomahblybe, in relation to any shares of stock
or other property thereafter deliverable upon tweversion of the Series H Shares.

(9) In case:

1. the Corporation shall take a record of the hslaé its Common Stock for the purpose of entitlihgm to receive a dividend, or any other
distribution, payable otherwise than in cash



2. the Corporation shall take a record of the haldé its Common Stock for the purpose of entitlihgm to subscribe for or purchase any
shares of stock of any class or to receive anyratpbts; or

3. of any capital reorganization of the Corporati@tlassification of the capital stock of the Gogtion (other than a subdivision or
combination of its outstanding shares of Commormi§taonsolidation or merger of the Corporationhat into another corporation, or
conveyance of all or substantially all of the assdtthe Corporation to another corporation; or

4. of the voluntary or involuntary dissolution,digation or winding up of the Corporation; thendan any such case, the Corporation shall
cause to be mailed to the holders of record obthitetanding Series H Shares, at least 10 daystoribe date hereinafter specified, a notice
stating the date on which (i) a record is to betator the purpose of such dividend, distributi@ntights, or (ii) such reclassification,
reorganization, consolidation, merger, conveyadissolution, liquidation or winding up is to takkape and the date, if any is to be fixed, as
of which holders of Common Stock of record shalkbétled to exchange their shares of Common Sfmckecurities or other property
deliverable upon such reclassification, reorgaiénatconsolidation, merger, conveyance, dissolyftiigqidation or winding up.

(h) The Corporation shall at all times reserve lapep available, out of its authorized but uniss@echmon Stock, solely for the purpose of
effecting the conversion of the Series H Sharesfull number of shares of Common Stock deliveraiplen the conversion of all Series H
Shares from time to time outstanding.

(i) The Corporation shall pay any and all issue athetr taxes that may be payable in respect tassug or delivery of shares of Common
Stock or conversion of Series H Shares pursuaetdiefhe Corporation shall not, however, be reguioepay any tax which may be payable
in respect of any transfer involved in the issué delivery of shares of Common Stock in a namerdtten that in which the Series H Shares
so converted were registered, and no such issdeliwery shall be made unless and until the persqoesting such issue has paid to the
Corporation the amount of any such tax, or haséskeed, to the satisfaction of the Corporatiomt thuch tax has been paid.

() All certificates of the Series H Shares surmened for conversion shall be appropriately candetie the books of the Corporation, and the
shares so converted represented by such certgishtl be restored to the status of authorizedibissued Preferred Stock of the Corpora
without designation as to seri



F. SERIES K PREFERRED STOCK. The Corporation's G%n@lative Convertible Series K Preferred Stock (l&eK Shares") shall cons
of 75,000 shares of Preferred Stock having theepeetes, limitations and relative rights set fdxtfow.

(1) Holders of the Series K Shares shall be edtitbecast one vote per share, voting with holdéshares of Common Stock and with holders
of other series of voting preferred stock as alsiotass on any matter to come before a meetintigego§hareholders, except with respect to the
casting of ballots on those matters as to whickérsl of Preferred Stock or a particular serieseibifeaire required by law to vote separately.

(2) The Series K Shares shall, with respect tadéind rights and rights upon liquidation, dissolatamd winding up, rank prior to the
Common Stock and pari passu with respect to thies$Ser Shares and Series L Shares. All equity sieesiof the Corporation as to which the
Series K Shares rank prior, whether with respedivmlends or upon liquidation, dissolution or wingtup or otherwise, including the
Common Stock, are collectively referred to hereiriree "Junior Securities”; all equity securitiesled Corporation as to which the Series K
Shares rank pari passu, including the Series HeShand Series L Shares, are collectively refewdtetein as the "Parity Securities”; and all
other equity securities of the Corporation (ottnemt convertible debt securities) as to which th&eSe& Shares ranks junior are collectively
referred to herein as the "Senior Securities." pteferences, limitations and relative rights of $eries K Shares shall be subject to the
preferences, limitations and relative rights of dapior Securities, Parity Securities or Seniorusiies issued after the Series K Shares.

(3) The holders of Series K Shares shall havedhewiing dividend rights:

(a) The holders of record of the Series K Sharali bk entitled to receive, when, as and if decldng the Board of Directors out of funds of
the Corporation legally available therefor, an airaash dividend of $1.25 on each Series K Shagalge quarterly on each March 31, June
30, September 30 and December 31 on which anysS€r&hares shall be outstanding (each a "Dividend Date"), commencing on the last
day of the calendar quarter in which a wholly-owsedtsidiary of the Corporation merges with and Kitogsley Telephone Company.
Dividends on each Series K Share shall accrue armliimulative from and after the date of issuancaioh Series K Share and dividends
payable for any partial quarterly period shall béualated on the basis of a year of 360 days ctngisf twelve 30-day months. Dividends
shall be payable to the holders of record as tipggar on the Corporation's stock transfer bookiseatlose of business on the record date for
such payment, which the Board of Directors shalhfit more than 60 days or less than 10 days pirg@dDividend Due Date. Holders of
the Series K Shares shall not be entitled to anigleinds, whether paid in cash, property or statlexcess of the cumulative dividends as
provided in this paragraph (a) and shall not béledtto any interest thereon.

(b) Unless all cumulative dividends accrued onSkees K Shares have been or contemporaneoustieal@&ed and paid or declared and a
sum set apart sufficiel



for such payment through the most recent Divideaghfent Date, then (i) except as provided in thedastence of this paragraph, no
dividend or other distribution shall be declaregaid or set apart for payment on any Parity S&eari(ii) no dividend or other distribution
shall be declared or paid or set aside for paympah the Junior Securities (other than a dividendistribution paid in shares of, or warrar
rights or options exercisable for or convertibl®jnJunior Securities) and (iii) no Junior Secestshall be redeemed, purchased or otherwise
acquired for any consideration, nor shall any mehie paid to or made available for a sinking fumrttie redemption of any Junior
Securities, except by conversion of Junior Sea@giiito, or by exchange of Junior Securities firepJunior Securities. If accrued dividends
are not paid or set apart with respect to the Séti8hares and all other Parity Securities in allidividends declared with respect to such
securities shall be declared pro rata on a shaighbye basis among all Series K Shares and Paityrifies outstanding at the time.

(4) The holders of Series K Shares shall havedhewing conversion rights:

(a) Subject to the rights of the Corporation spedifn paragraph (b) below, each Series K Shark Ish@onvertible, at any time, at the option
of the holder thereof into that number of fully gp@ind nonassessable shares of the Common Stodkeaabtay dividing $25.00 by the
Conversion Price then in effect under the termthisfsubsection (4). Unless and until changed aoatance with the terms of this subsection
(4), the Conversion Price shall be $25.33. In ofdern holder of the Series K Shares to effect sumtversion, the holder shall deliver to
Society Shareholder Services, Inc., Dallas Texasyoh other agent as may be designated by thalRBd&irectors as the transfer agent for
the Series K Shares (the "Transfer Agent"), théfastes representing such shares in accordaniteparagraph (c) below accompanied by
written notice jointly addressed to the Corporationd the Transfer Agent that the holder theredftel convert such shares or a specified
portion thereof. Each conversion shall be deemétat@ been effected immediately prior to the clafdeusiness on the date on which the
certificates representing the Series K Shares bmngerted shall have been delivered to the TraWsient in accordance with each term and
condition of paragraph (c) below, accompanied Igwihitten notice jointly addressed to the Corporatnd the Transfer Agent of such
conversion (the "Optional Conversion Date"), arglplerson or persons in whose names any certificatertificates for shares of Common
Stock shall be issuable upon such conversion bealleemed to have become the holder or holdeecofa of the Common Stock
represented thereby at such time. As of the clobaisiness on the Optional Conversion Date, theeSé&t Shares shall be deemed to cease to
be outstanding and all rights of any holder thesdafll be extinguished except for the rights agsinder the Common Stock issued in
exchange therefor and the right to receive accamedunpaid dividends on such Series K Shares thrthegOptional Conversion Date on the
terms specified in paragraph (d) below.

(b) At any time after July 1, 1997, the Corporatiahits option, shall be entitled to convert, ihole but not in part, each outstanding Series K
Share into tha



number of fully paid and nonassessable shares win@m Stock obtained by dividing $25.00 by the Casiam Price then in effect. In order
to effect such conversion, the Corporation shail matice to each record holder of the Series Kr8hat least 30 but not more than 60 days
prior to the date fixed for such conversion (theafidatory Conversion Date" and together with theddat Conversion Date, the "Convers
Date"). Each notice shall specify the Mandatory ¥&rsion Date and the Conversion Price then in effaty notice mailed in such manner
shall be conclusively deemed to have been dulymgiegardless of whether such notice is in factiveck Upon receipt of such notice, the
holder of Series K Shares shall promptly surretoléne Transfer Agent in accordance with paragiapbelow the certificate representing
the converted Series K Shares. In order to fatdlithe conversion of the Series K Shares, the Boirectors may fix a record date for the
determination of the holders of the Series K Shasbich shall not be more than 60 days prior toNfamdatory Conversion Date. As of the
close of business on the Mandatory Conversion DageSeries K Shares shall be deemed to ceaseautstanding and all rights of any
holder thereof shall be extinguished except forritlets arising under the Common Stock issued aharge therefore and the right to receive
accrued and unpaid dividends on such Series K Shiareugh the Mandatory Conversion Date on thesespecified in paragraph

(d) below; provided, however, that no certificategresenting such Common Stock shall be issuedhamtividends or other distributions st
be payable with respect to such Common Stock, tiicertificates representing the Series K SHaags been surrendered to the Transfer
Agent in accordance with paragraph (c) below.

(c) In connection with surrendering to the Trangfgent the certificates representing (or formedpgresenting) Series K Shares, the holder
shall furnish the Transfer Agent with transfer ingtents satisfactory to the Corporation and sudfitio transfer the Series K Shares being
converted to the Corporation free of any adverterést or claims. As promptly as practicable afersurrender of the Series K Shares in
accordance with this paragraph and any other reopgint under this subsection (4), the Corporatictingdirectly or through the Transfer
Agent, shall issue and deliver to such holder fieaties for the number of whole shares of CommariSissuable upon the conversion of
such shares in accordance with the provisions héaémng with any interest payment specified inggaaph (a) or (b) above and cash pay!
in lieu of fractional shares specified in paragréghbelow). Certificates will be issued for thddvace of any remaining Series K Shares in
case in which fewer than all of the Series K Sharesconverted. Any conversion under paragrapbr(é)) shall be effected at the Conver:
Price in effect on the Conversion Date.

(d) If the Conversion Date with respect to any &K Share occurs after any record date with réspebe payment of a dividend on the
Series K Shares (the "Dividend Record Date") andragprior to the Dividend Due Date, then (i) theidend due on such Dividend Due Date
shall be payable to the holder of record of su@reslas of the Dividend Record Date and (ii) theddind that accrues from the close of
business on the Dividend Record Date through thev@wsion Date shall be payable to the holder afne



of such share as of the Conversion Date. Exceptasgded in this subsection (4), no payment or stiifjent shall be made in connection with
any conversion on account of any dividends accare8eries K Shares surrendered for conversion acoaunt of any dividends on the
Common Stock issued upon conversion.

(e) No fractional interest in a share of Commorckthall be issued by the Corporation upon the ewsion of any Series K Share. In lieu of
any such fractional interest, the holder that wantlterwise be entitled to such fractional intesdstll receive a cash payment (computed ti
nearest cent) equal to such fraction multipliedi®ymarket value of a share of Common Stock, whidil be deemed to equal the last
reported per share sale price of Common Stock @MN#w York Stock Exchange ("NYSE") (or, if the CowmStock is not then traded on
NYSE, then the last reported per share sale priceuoh other national securities exchange on wihielCommon Stock is listed or admitt

to trading or, if not then listed or admitted tading on any national securities exchange, thetastejuoted bid price in the over-the-counter
market as reported by the National Associationadfusities Dealers, Inc. Automated Quotation SystthiMSDAQ"), or any similar system
of automated dissemination of securities priceshherTrading Day (as defined below) immediatelpptd the Conversion Date. As used in
this subsection (4), the term "Trading Day" meang the Common Stock is listed or admitted faxding on any national securities exchal
days on which such national securities exchangeés for business, or (ii) if the Common Stockas $o listed or admitted for trading but is
qguoted by NASDAQ or any similar system of automategemination of quotations of securities prickzs;s on which trades may be madt
such system.

(f) The Conversion Price shall be adjusted frormetimtime as follows:

1. If the Corporation shall pay or make a dividenather distribution on any class of capital sto€khe Company in the form of Common
Stock, then the Conversion Price in effect at thening of business on the day following the datedifor the determination of shareholders
entitled to receive such dividend or other disttidmi shall be reduced by multiplying such Convendisice by a fraction the numerator of
which shall be the number of shares of Common Stot&tanding at the close of business on the dagd for such determination and the
denominator of which shall be the aggregate nurabehares of Common Stock that would be outstanifiisgch dividend or other
distribution were effected as of such date. Fompilngoses of this subparagraph (1), the numbehnares of Common Stock at any time
outstanding shall not include shares held in teasury of the Corporation.

2. If the Corporation shall issue rights, warramsther securities convertible into Common Staxklt holders of its Common Stock entitli
them to subscribe for or purchase shares of Confhack at a price per share less than the curreritenprice per share (determined as
provided in



subparagraph (6) below) of the Common Stock ord#ie fixed for the determination of shareholdetsled to receive such rights, warrants
or convertible securities, then the ConversionéPiceffect at the opening of business on the diigwing the date fixed for such
determination shall be reduced by multiplying s@amnversion Price by a fraction the numerator ofchtshall be the number of shares of
Common Stock outstanding at the close of businesh@date fixed for such determination plus theber of shares of Common Stock that
the aggregate of the offering price of the totahber of shares of Common Stock so offered for sugitsan or purchase would purchase at
such current market price and the denominator a€hvkhall be the number of shares of Common Sto¢ktanding at the close of business
on the date fixed for such determination plus theber of shares of Common Stock so offered for@iitton or purchase. For the purposes
of this subparagraph (2), the number of sharesoofi@on Stock at any time outstanding shall not idelshares held in the treasury of the
Corporation.

3. If the outstanding shares of Common Stock diebBubdivided into a greater number of shares afif@on Stock, then the Conversion P
in effect at the opening of business on the ddgvohg the day upon which such subdivision becoeféctive shall be reduced
proportionately in the manner provided in subpaapbr(1) above, and, conversely, if the outstandirages of Common Stock shall each be
combined into a smaller number of shares of Com8tork, then the Conversion Price in effect at thening of business on the day
following the day upon which such combination beesmffective shall be proportionately increased.

4. If the Corporation shall, by dividend or otheseii distribute to all holders of its Common Stoeklences of its indebtedness or cash or
other assets (excluding any dividend or distributieferred to in subparagraph (1) above, any righ#srants or convertible securities refer
to in subparagraph (2) above, and any dividendlgaysolely in cash from the earnings of the Corfiond, then in each case the Conversion
Price shall be adjusted so that the ConversioreBthall equal the price determined by multiplying €Conversion Price in effect immediately
prior to the close of business on the record datéhie determination of holders of Common Stochtledttto receive such distribution by a
fraction the numerator of which shall be the cutrrearket price per share (determined as providediiparagraph (6) below) of the Comn
Stock on such record date less the then fair maddae per share (determined solely by the Boamdiafctors and described in a statement
filed with the Transfer Agent) of the cash or othssets or evidences of indebtedness so distrilfatedfor which an adjustment to the
Conversion Price has not previously been made patdo the terms of this paragraph (f)) applicdablene share of Common Stock and the
denominator of which shall be such current markieepper share of the Common Sto



5. The reclassification of Common Stock into sa@sj including securities other than Common St@tker than any reclassification upon a
consolidation, merger or statutory share exchaogehich subparagraph (9) below applies), shalldented to involve (A) a distribution of
such securities other than Common Stock to alldérsléf Common Stock and the effective date of saclassification shall be deemed to be
“the date fixed for the determination of sharehrddmtitled to receive such distribution” and "thege fixed for such determination” within 1
meaning of subparagraph (2) above, and (B) a sighalivor combination, as the case may be, of tmebar of shares of Common Stock
outstanding immediately prior to such reclassifaainto the number of shares of Common Stock antlihg immediately thereafter and the
effective date of such reclassification shall berded to be "the day upon which such subdivisiomies effective” or "the day upon which
such combination becomes effective," as the casebmaand "the day upon which such subdivisionaonlgination becomes effective" with
the meaning of subparagraph (3) above.

6. For the purpose of any computation under sulgpaphs (2) and (4) above, the current market grigeshare of Common Stock on any day
shall be deemed to be the average of the lasttezpeale price for the 20 consecutive Trading Dsjected by the Board of Directors
commencing no more than 30 Trading Days beforesmdéhg no later than the day before the day intipresn the NYSE (or, if the

Common Stock is not then traded on the NYSE, therdst reported sale price on such other natgealrities exchange on which the
Common Stock is listed or admitted to trading bnat then listed or admitted to trading on anyiova! securities exchange, then the last
quoted bid price in the over-the-counter markeeasrted by NASDAQ or any similar system of autoedadissemination of securities
prices).

7. No adjustment in the Conversion Price shalldspiired unless such adjustment would require are&se or decrease of at least 1% of such
price; provided, however, that any adjustments tiig reason of this subparagraph (7) are not requo be made shall be carried forward
and taken into account in any subsequent adjustarghprovided, further, that any adjustment shalirfade in accordance with the provisi

of this paragraph (f) (other than this subparagi@phnot later than such time as may be requinearder to preserve the tax-free nature of a
distribution to the holders of shares of CommorcEténything in this subparagraph (7) to the cantraotwithstanding, the Corporation st

be entitled to make such reductions in the CongarBirice, in addition to those required by thisagaaph (f), as it in its discretion shall
determine to be advisable in order that any stawkiehd, subdivision or combination of shares, ritisition of capital stock or rights or
warrants to purchase stock or securities, or tigtion of evidences of indebtedness or assetsr(titha cash dividends or distributions paid
from retained earnings) hereafter made by the Qatjum to its shareholders be a-free



distribution for federal income tax purposes. Allaulations shall be made to the nearest cent.

8. Whenever the Conversion Price is adjusted asirhprovided, the Corporation shall promptly defitethe Transfer Agent an officer's
certificate setting forth the Conversion Price iaftiech adjustment and setting forth a brief stateéroéthe facts requiring such adjustment,
which certificate shall constitute conclusive evide, absent manifest error, of the correctnesadf adjustment. Promptly after delivery of
such certificate, the Corporation shall prepareraad a notice to each holder of Series K Sharesah such holder's last address as the sam
appears on the books of the Corporation, whiclcaathall set forth the Conversion Price and a Istetement of the facts requiring the
adjustment.

9. If the Corporation shall be a party to any teant®n, including, without limitation, a merger,nsmlidation or statutory share exchange but
excluding a reincorporation merger and any transaets to which subparagraphs (1) through (5) applwhich shares of Common Stock
shall be converted into the right to receive sdigg;i cash or other property (or any combinati@rebf) (each of the foregoing being referred
to herein as a "Transaction"), then each hold&esfes K Shares outstanding shall have the riginedfter to convert such shares only intc
kind and amount of securities, cash and other ptppeceivable in connection with such Transactigra holder of the number of shares of
Common Stock into which such Series K Shares nfiglie been converted immediately prior to such Taetisn, assuming such holder of
Common Stock (A) is not an entity with which ther@aration consolidated, into which the Corporatioerged, that merged into the
Corporation, that engaged in a share exchange,which such sale or transfer was made, as thermgagéde (a "constituent entity"), or an
affiliate of a constituent entity, (B) did not exese dissenters' rights with respect to such Tiiwaand (C) failed to exercise his rights of
election, if any, as to the kind or amount of séms, cash or other property receivable in coripaaith such Transaction (provided that if
the kind or amount of securities, cash and othepgnty receivable in connection with such Transexcis not the same for each share of
Common Stock held immediately prior to such Tratieadoy holders other than a constituent entitaoraffiliate thereof and in respect of
which such rights of election shall not have beesrased

("non-electing share"), then for the purpose of thibparagraph (9) the kind and amount of secsiriteessh and other property receivable in
connection with such Transaction by each non-elgahare shall be deemed to be the kind and ansouetceivable per share by all or a
plurality of the nonelecting shares). If necessary, appropriate adprstishall be made in the application of the prawvisiset forth herein wi
respect to the rights and interests thereaftehehblders of Series K Shares so that the prosssenforth herein shall thereafter
correspondingly be made applicable, as nearly asrewsonably be, in relation to any shares of stwaither securities or property thereafter
deliverable



on the conversion of the shares. Any such adjuststeil be evidenced by a certificate of indepengeiblic accountants and a notice of s
adjustment filed and mailed in the manner set fortsubparagraph (8) above, and each containinmfbenation set forth in such
subparagraph (8); and any adjustment so certifiedl for all purposes hereof conclusively be deemoele an appropriate adjustment. The
above provisions shall similarly apply to successivansactions.

10. For purposes of this paragraph (f), "CommoriStincludes any stock of any class of the Corgorathat has no preference in respect of
dividends or of amounts payable in the event of\asyntary or involuntary liquidation, dissolutiam winding up of the Corporation and that
is not subject to redemption by the Corporationwieer, subject to the provisions of subparagraplali@ve, shares issuable on conversic
Series K Shares shall include only shares of thesallesignated as Common Stock of the Corporatidheodate of the initial issuance of
Series K Shares by the Corporation, or sharesyotkass or classes resulting from any reclassiioathereof that have no preference in
respect of dividends or amounts payable in the tesfeany voluntary or involuntary liquidation, daation or winding up of the Corporation
and that are not subject to redemption by the Qatjom; provided that if at any time there shallnbere than one such resulting class, the
shares of each such class then so issuable shalbisgantially in the proportion that the total foemof shares of such class resulting from all
such reclassifications bears to the total numbshafes of all such classes resulting from all seclassifications.

(g) The Corporation shall pay any and all docunmgmégamp or similar issue or transfer taxes payabtespect of the issuance or delivery of
shares of Common Stock in connection with conversiaf Series K Shares pursuant hereto; providesieher, that the Corporation shall not
be required to pay any tax that may be payablespect of any transfer involved in the issuanagetivery of shares of Common Stock in a
name other than that of the record holder of th&eS& Shares to be converted and no such issdelivery shall be made unless and until
person requesting such issue or delivery has pditket Corporation the amount of any such tax ords¢éablished, to the satisfaction of the
Corporation, that such tax has been paid.

(h) The Corporation covenants that (A) all shafeS@mmon Stock that may be issued upon conversibBgries K Shares will upon issua
be duly and validly issued, fully paid and nonasabte, free of all liens and charges and not stibjeany preemptive rights, and (B) it will at
all times reserve and keep available, free fronemgive rights, out of the aggregate of its auttestibut unissued shares of Common Stock
or its issued shares of Common stock held inéasury, or both, for the purpose of effecting cosioms of Series K Shares, the whole
number of shares of Common Stock deliverable uperconversion of all outstanding Series K She



(5) The holders of Series K Shares shall havedheviing liquidation rights and preferences:

(&) Upon any voluntary or involuntary dissolutitiquidation, or winding up of the Corporation (fibre purposes of this subsection (5), a
"Liguidation"), the holder of each Series K Shdrert outstanding shall be entitled to be paid othefassets of the Corporation available for
distribution to its shareholders an amount equ&2®.00 per share plus all dividends (whether édeclared or due) accrued and unpaid on
such share through the date fixed for the distidoudf assets of the Corporation to the holderSaries K Shares. With respect to the
distribution of the Corporation's assets upon aildgtion, the Series K Shares shall rank priomttidr Securities, pari passu with the Parity
Securities and junior to the Senior Securities.

(b) If upon any Liquidation of the Corporation, thesets available for distribution to the holddrSeries K Shares and any Parity Securities
then outstanding shall be insufficient to pay ih flue liquidation distributions to the holderstbg outstanding Series K Shares and Parity
Securities in accordance with the terms of thegil&s of Incorporation, then the holders of sulshres shall share ratably in such distribt
of assets.

(c) Neither the voluntary sale, conveyance, leplsglge, exchange or transfer of all or substagtallithe property or assets of the
Corporation, the merger or consolidation of theg@oation into or with any other corporation, therges of any other corporation into the
Corporation, a statutory share exchange with ahgratorporation, nor any purchase or redempticsoafe or all of the shares of any class or
series of stock of the Corporation, shall be deetadxk a Liquidation of the Corporation for the pages of this subsection (5) (unless in
connection therewith the Liquidation of the Corpima is specifically approved).

(d) The holder of any Series K Shares shall natriigled to receive any payment owed for such shaneler this subsection (5) until such
holder shall cause to be delivered to the Corpamatie certificate or certificates representinghsBeries K Shares and transfer instruments
satisfactory to the Corporation and sufficientramsfer such Series K Shares to the Corporatiendf@ny adverse interest or claim. No
interest shall accrue on any payment upon Liquidati

(e) After payment of the full amount of the liquiey distribution to which they are entitled, thelders of Series K Shares will not be entit
to any further participation in any distributionassets by the Corporation.

(6) The Series K Shares is not entitled to anympp®e or subscription rights in respect of anyusiies of the Corporatior



G. SERIES L PREFERRED STOCK. The Corporation's S#n@ative Convertible Series L Preferred Stock (l&eL Shares") shall consist
of 325,000 shares of Preferred Stock having thieprrces, limitations and relative rights set fdréthow.

(1) VOTING RIGHTS. Holders of the Series L Sharbalkbe entitled to cast one vote per share, vaiiiily holders of shares of Common
Stock and with holders of other series of votingferred stock as a single class on any matterrteeduefore a meeting of the shareholders,
except with respect to the casting of ballots @s¢éhmatters as to which holders of Preferred Stoekparticular series thereof are require:
law to vote separately.

(2) RANK. The Series L Shares shall, with respedividend rights and rights upon liquidation, disgion and winding up, rank prior to the
Common Stock and pari passu with respect to thie$Serand K Shares. All equity securities of the@oation to which the Series L Shares
rank prior, whether with respect to dividends oomifiquidation, dissolution or winding-up or othase, including the Common Stock, are
collectively referred to herein as the "Junior S&@s"; all equity securities of the Corporatioitimwhich the Series L Shares rank pari passu,
including the Series H and K Shares, are colleltiveferred to herein as the "Parity Securitiesit] all other equity securities of the
Corporation (other than any convertible debt sé¢ies)i to which the Series L Shares ranks juniorcatkectively referred to herein as the
"Senior Securities." The preferences, limitationd eelative rights of the Series L Shares shaliudgect to the preferences, limitations and
relative rights of the Junior Securities, Paritg@#ies and Senior Securities issued after theeSérShares are issued.

(3) DIVIDENDS. (a) The holders of record of the i8srL Shares shall be entitled to receive, whemnakif declared by the Board of

Directors out of funds of the Corporation legalisadable therefor, an annual cash dividend of $b2%ach Series L Share, payable quarterly
on each March 31, June 30, September 30 and Dec&hlmm which any Series L Shares shall be outstgn@ach a "Dividend Due Date"),
commencing on the first such date following th@igsxe of the Series L Shares. Dividends on eadbsSeiShare shall accrue and be
cumulative from and after the date of issuancauohsSeries L Share and dividends payable for artjapguarterly period shall be calculated
on the basis of a year of 360 days consisting efuiev30day months. Dividends shall be payable to the heldérecord as they appear on
Corporation's stock transfer books at the clodausiness on the record date for such payment, whiBoard of Directors shall fix not more
than 60 days or less than 10 days preceding a ®&ididDue Date. Holders of the Series L Shares sbalbe entitled to any dividends, whet
paid in cash, property or stock, in excess of tirawative dividends as provided in this paragraphatd shall not be entitled to any interest
thereon.

(b) Unless all cumulative dividends accrued onSkees L Shares have been or contemporaneoustieal@ed and paid or declared and a
sum set apart sufficient for such payment throtghnhost recent Dividend Payment Date, then (i) gixae provided below, no dividend or
other distribution shall be declared or paid oregert for payment on any Parity Securities, @)dividend or other distribution shall be
declared or paid or set aside for payn



upon the Junior Securities (other than a dividendigiribution paid in shares of, or warrants, t&ggar options exercisable for or convertible
into, Junior Securities) and (iii) no Junior Setias shall be redeemed, purchased or otherwisdraddior any consideration, nor shall any
monies be paid to or made available for a sinkinglffor the redemption of any Junior Securitiegegx by conversion of Junior Securities
into, or by exchange of Junior Securities for, othenior Securities. If any accrued dividends arepaid or set apart with respect to the Se
L Shares and any Parity Securities, all dividergidated with respect to the Series L Shares andParity Securities shall be declared pro
rata on a share-by-share basis among all SeridsteS and Parity Securities outstanding at the. time

(4) CONVERSION. (a) Each Series L Share shall bevedible, at any time, at the option of the holthareof into that number of fully paid
and nonassessable shares of the Common Stock edbtayrdividing $25.00 by the Conversion Price threeffect under the terms of this
subsection (4). Unless and until changed in acemelavith the terms of this subsection (4), the @osion Price shall be $41.25. In order for
a holder of the Series L Shares to effect such@&aion, the holder shall deliver to KeyCorp ShalédioServices, Inc., Dallas, Texas, or such
other agent as may be designated by the Boardretis as the transfer agent for the Series LeSh@ne "Transfer Agent”), the certificates
representing such shares in accordance with pafagra

(b) below accompanied by written notice jointly aslkbed to the Corporation and the Transfer Agexttttie holder thereof elects to convert
such shares or a specified portion thereof. Eaolkersion shall be deemed to have been effected dhiatedy prior to the close of business on
the date on which the certificates representingSinges L Shares being converted shall have bdeed to the Transfer Agent in
accordance with each term and condition of pardgfapbelow, accompanied by the written noticetlgiaddressed to the Corporation and
the Transfer Agent of such conversion (the "Coneer®ate"), and the person or persons in whose samg certificate or certificates for
shares of Common Stock shall be issuable upon@uversion shall be deemed to have become thermid®lders of record of the
Common Stock represented thereby at such timef Agecalose of business on the Conversion DateS#rees L Shares shall be deemed to
cease to be outstanding and all rights of any mdldreof shall be extinguished except for thetggtrising under the Common Stock issued
in exchange therefor and the right to receive aatand unpaid dividends on such Series L Shareaghrthe Conversion Date on the terms
specified in paragraph (c) below.

(b) In connection with surrendering to the Trangfgent the certificates representing (or formedgnesenting) Series L Shares, the holder
shall furnish the Transfer Agent with transfer instents satisfactory to the Corporation and su#fitio transfer the Series L Shares being
converted to the Corporation free of any adverss@st or claims. As promptly as practicable atftersurrender of the Series L Shares in
accordance with this paragraph and any other reougint under this subsection (4), the Corporatioting directly or through the Transfer
Agent, shall issue and deliver to such holder fieaties for the number of whole shares of CommamiSissuable upon the conversion of
such shares in accordance with the provisions héaémng with any interest payment specified inggeaph (a) above and any cash payment
in lieu of fractional shares specified in paragréghbelow). Certificates will be issued for thddvece of any remainin



Series L Shares in any case in which fewer thaofdlie Series L Shares are converted. Any conwensider paragraph (a) shall be effected
at the Conversion Price in effect on the Converfate.

(c) If the Conversion Date with respect to any &eti Share occurs after any record date with ré$pebe payment of a dividend on the
Series L Shares (the "Dividend Record Date") andragrior to the Dividend Due Date, then (i) theidend due on such Dividend Due Date
shall be payable to the holder of record of su@reslas of the Dividend Record Date and (ii) theddind that accrues from the close of
business on the Dividend Record Date through thev@wsion Date shall be payable to the holder adnetof such share as of the Conversion
Date. Except as provided in this subsection (4)payment or adjustment shall be made upon any e¢sioveon account of any dividends
accrued on Series L Shares surrendered for comwension account of any dividends on the CommoxglSigsued upon conversion.

(d) No fractional interest in a share of Commonc&tshall be issued by the Corporation upon the emion of any Series L Share. In lieu of
any such fractional interest, the holder that wantlterwise be entitled to such fractional intesdsll receive a cash payment (computed ti
nearest cent) equal to such fraction multipliedi®ymarket value of a share of Common Stock, whidil be deemed to equal the last
reported per share sale price of Common Stock @MN#w York Stock Exchange ("NYSE") (or, if the CowmStock is not then traded on
NYSE, the last reported per share sale price oh stler national securities exchange on which thie@on Stock is listed or admitted
trading or, if not then listed or admitted to traglion any national securities exchange, the lastegiubid price in the over-the-counter market
as reported by the National Association of Seasgifdealers, Inc. Automated Quotation System ("NA&D)Aor any similar system of
automated dissemination of securities prices) ertrding day immediately prior to the Conversicatd

(e) The Conversion Price shall be adjusted frone timtime as follows:

1. If the Corporation effects any (i) dividend aher distribution upon or in redemption of the Coam&tock payable in the form of shares of
capital stock of the Corporation or any of its gdiagies or in the form of any other property (athtigan cash dividends paid in the ordinary
course), (if) combination of outstanding share€ofmmon Stock into a smaller number of shares of @omStock, (iii) split or other
subdivision of outstanding shares of Common Statk @ larger number of shares of Common Stockivpré€organization, exchange or
reclassification of Common Stock, or any consol@abr merger of the Corporation with another cogpion, or the sale of all or substantii
all of its assets to another corporation, or amgptransaction effected in a manner such thatensldf outstanding Common Stock shall be
entitled to receive (either directly, or upon supsant liquidation) stock, securities or other pmpevith respect to or in exchange for
Common Stock (a "Diluting Event"), then as a cainditof such Diluting Event, lawful, appropriate uiable and adequate adjustments shall
be made to the Conversion Price whereby the holufete Series L Shares shall thereafter be edtideeceive (under the same terms
otherwise applicable to their receipt of the Comrtock upon conversic



of the Series L Shares), in lieu of or in additionas the case may be, the number of shares ofrdonstock issuable under this subsection
(4), such shares of stock, securities or othergntyms may be issued or payable with respect o @xchange for that number of shares of
Common Stock to which such holders of Series L &harere so entitled under this subsection (4),mmasy such case appropriate, equitable
and adequate adjustments shall also be made taasighing consideration in like manner in connattivith any subsequent Diluting Events.
It is the intention of the parties that the foregpshall have the effect of entitling such hold&frSeries L Shares to receive upon the due
exercise of their conversion rights under this sghien (4) such stock, securities and other prggether than cash dividends paid in the
ordinary course) as such holders would have redéiael they held the Common Stock issuable undeistitisection (4) (or any replacement
or additional stock, securities or property, asliapple) on the record date of such Diluting Event.

2. No adjustment in the Conversion Price shalldspiired unless such adjustment would require are@se or decrease of at least 5% of such
price.

3. Whenever the Conversion Price is adjusted asrhprovided, the Corporation shall promptly delit@the Transfer Agent an officer's
certificate setting forth the Conversion Price iaftech adjustment and setting forth a brief stateéroéthe facts requiring such adjustment,
which certificate shall constitute conclusive evide, absent manifest error, of the correctnesaaf adjustment. Promptly after delivery of
such certificate, the Corporation shall prepareraad a notice to each holder of Series L Sharesmah such holder's last address as the sam
appears on the books of the Corporation, whiclcaathall set forth the Conversion Price and a Isteement of the facts requiring the
adjustment. The failure of the Corporation to takg such action shall not invalidate any corposatéon by the Corporation.

(f) The Corporation covenants that (A) all share€ommon Stock that may be issued upon conversibBgries L Shares will upon issue be
duly and validly issued, fully paid and nonasseksaind free of all liens, charges or preemptigéts, and (B) it will at all times reserve and
keep available, free from preemptive rights, outhef aggregate of its authorized but unissued slEr€ommon Stock or its issued shares of
Common Stock held in its treasury, or both, for plhepose of effecting conversions of Series L Shatee whole number of shares of
Common Stock deliverable upon the conversion obatstanding Series L Shares not theretofore coeder

(5) LIQUIDATION PREFERENCE. (a) Upon any voluntasy involuntary dissolution, liquidation, or winding of the Corporation (for the
purposes of this subsection (5), a "Liquidatiotti holder of each Series L Share then outstarstialj be entitled to be paid out of the assets
of the Corporation available for distribution te ghareholders, an amount equal to $25 per shasepldividends (whether or not declared or
due) accrued and unpaid on such share on theigatefér the distribution of assets of the Corpiomato the holders of Series L Shares. With
respect to the distribution of the Corporation'seés upon a Liquidation, the Series L Shares



rank prior to Junior Securities, pari passu with Brarity Securities and junior to the Senior Seiesti

(b) If upon any Liquidation of the Corporation, thesets available for distribution to the holddrSeries L Shares and any Parity Securities
then outstanding shall be insufficient to pay ih flue liquidation distributions to the holdersaitstanding Series L Shares and Parity
Securities in accordance with the terms of thegil&s of Incorporation, then the holders of sulshres shall share ratably in such distribt
of assets in accordance with the amount that woeldayable on such distribution if the amounts hictvthe holders of the Series L Shares
and Parity Securities are entitled were paid ih ful

(c) Neither the voluntary sale, conveyance, leplsglge, exchange or transfer of all or substagtéallithe property or assets of the
Corporation, the merger or consolidation of theg@oation into or with any other corporation, therges of any other corporation into the
Corporation, a share exchange with any other catjmor, nor any purchase or redemption of somelafahe shares of any class or series of
stock of the Corporation, shall be deemed to bijaitlation of the Corporation for the purposeshi$ subsection (5) (unless in connection
therewith the Liquidation of the Corporation is sifieally approved).

(d) The holder of any Series L Shares shall natriigtled to receive any payment owed for such shangler this subsection (5) until such
holder shall cause to be delivered to the Corpamdtie certificate or certificates representinghs8eries L Shares and transfer instruments
satisfactory to the Corporation and sufficientramsfer such Series L Shares to the Corporatiendf@ny adverse interest. No interest shall
accrue on any payment upon Liquidation after the: diate thereof.

(e) After payment of the full amount of the liquiihey distribution to which they are entitled, theldiers of Series L Shares will not be entitled
to any further participation in any distributionassets by the Corporation.

(6) PREEMPTIVE RIGHTS. The Series L Shares is mbitled to any preemptive or subscription rightsespect of any securities of the
Corporation.

H. SERIES BB PREFERENCE STOCK. The Corporationi$eSé&B Participating Cumulative Preference Stdwkilsconsist of 1,000,000
shares of Preferred Stock having the preferentegations and relative rights set forth below. Buwmber of shares may be increased or
decreased by resolution of the Board of Directprayided, however, that no decrease shall redueadimber of shares of Series BB
Participating Cumulative Preference Stock to a nemhess than the number of shares then outstapilisghe number of shares reserved for
issuance upon the exercise of outstanding optionglats or upon the conversion of any outstandiagurities issued by the Corporation
convertible into Series BB Participating Cumulat®eeference Stocl



(1) The holders of Series BB Participating CumukatPreference Stock shall have the following dimtleights.

(a) Subject to the rights of the holders of anyreb@f any series of Preferred Stock (or any sinslack) ranking prior and superior to the
Series BB Participating Cumulative Preference Steitk respect to dividends, the holders of shafeSenies BB Participating Cumulative
Preference Stock shall be entitled to receive, whsrand if declared by the Board of Directorsaiftinds legally available for the purpose,
quarterly dividends payable in cash on the fifteeddy of March, June, September and December myessar (each such date being referred
to herein as a "Quarterly Dividend Payment Datedjnmencing on the first Quarterly Dividend Paymi@ate after the first issuance of a
share or fraction of a share of Series BB ParttoigaCumulative Preference Stock, in an amountpare (rounded to the nearest cent) equal
to the greater of (a) $10.00 or (b) subject toptavision for adjustment hereinafter set forth, 1iétes the aggregate per share amount of all
cash dividends, and 100 times the aggregate peg ahaount (payable in kind) of all non-cash divideor other distributions other than a
dividend payable in shares of Common Stock or aisiglon of the outstanding shares of Common Stbgkreclassification or otherwise),
declared on the Common Stock, par value $1.00hmesof the Corporation (the "Common Stock") sitheeimmediately preceding
Quarterly Dividend Payment Date, or, with respedht first Quarterly Dividend Payment Date, sitieefirst issuance of any share or
fraction of a share of Series BB Participating Clative Preference Stock. In the event the Corponaghall at any time after August 27, 1!
(the "Right Declaration Date") (i) declare or payyalividend on Common Stock payable in shares ah@on Stock, (ii) subdivide the
outstanding Common Stock, or (iii) combine the tanding Common Stock into a smaller number of shahen in each such case the
amount to which holders of shares of Series BBi¢pating Cumulative Preference Stock were entithethediately prior to such event unc
clause (b) of the preceding sentence shall be @y multiplying such amount by a fraction thenauator of which is the number of shares
of Common Stock outstanding immediately after sexdnt and the denominator of which is the numbahafes of Common Stock that w
outstanding immediately prior to such event.

(b) The Corporation shall declare a dividend otritigtion on the Series BB Participating CumulatRreference Stock as provided in
paragraph

(a) above immediately after it declares a dividendistribution on the Common Stock (other tharividénd payable in shares of Common
Stock); provided that, in the event no dividendlistribution shall have been declared on the Com8tock during the period between any
Quarterly Dividend Payment Date and the next sulesegQuarterly Dividend Payment Date, a dividen818.00 per share on the Series BB
Participating Cumulative Preference Stock shallentheless be payable on such subsequent QuarteitleBd Payment Date.

(c) Dividends shall begin to accrue and be cumegabin outstanding shares of Series BB Participainghulative Preference Stock from the
Quarterly Dividend Payment Date next precedingdduee of issue of such shares of Series BB Partingp&€umulative Preference Stock,
unless the date of issue of such shares is prithretoecord date for the fir



Quarterly Dividend Payment Date, in which cased#wids of such shares shall begin to accrue frordatesof issue of such shares, or unless
the date of issue is a Quarterly Dividend PaymeateDr is a date after the record date for therohétation of holders of shares of Series BB
Participating Cumulative Preference Stock entitedeceive a quarterly dividend and before suchrt@ds Dividend Payment Date, in either
of which events such dividends shall begin to aeend be cumulative from such Quarterly Dividengr®ent Date. Accrued but unpaid
dividends shall not bear interest. Dividends paidte shares of Series BB Participating Cumula®reference Stock in an amount less than
the total amount of such dividends at the time @@drand payable on such shares shall be allocate@ta on a share-by-share basis among
all such shares at the time outstanding. The BoRlrectors may fix a record date for the deteraion of holders of shares of Series BB
Participating Cumulative Preference Stock entittedeceive payment of a dividend or distributiorcldesd thereon, which record date sha

no more than 45 days prior to the date fixed ferghyment thereof.

(2) In addition to any voting rights otherwise re@gd by law, the holders of shares of Series BRi@pating Cumulative Preference Stock
shall have the following voting rights:

(a) Subject to the provision for adjustment her@raset forth, each share of Series BB Partiapga@umulative Preference Stock shall entitle
the holder thereof to 100 votes on all matters stibchto a vote of the shareholders of the Corpamnatn the event the Corporation shall at
any time after the Rights Declaration Date (i) deelor pay any dividend on Common Stock payabshares of Common Stock, (ii)
subdivide the outstanding Common Stock, or (iiintine the outstanding Common Stock into a smallentyer of shares, then in each such
case the number of votes per share to which hotefeslsares of Series BB Participating PreferenoelStvere entitled immediately prior to
such event shall be adjusted by multiplying suciiper by a fraction the numerator of which is thenber of shares of Common Stock
outstanding immediately after such event and tm®aénator of which is the number of shares of Comr8tock that were outstanding
immediately prior to such event.

(b) Except as otherwise provided in the Corporagidaticles of Incorporation or by law, the holdefsshares of Series BB Participating
Cumulative Preference Stock and the holders ofeshair Common Stock shall vote together as one oiasdl matters submitted to a vote of
stockholders of the Corporation.

(c) (i) If at any time dividends on any Series B&tRipating Cumulative Preference Stock shallrbarrears in an amount equal to six
quarterly dividends thereon, the occurrence of suetiingency shall mark the beginning of a perioer¢in called a "default period™) which
shall extend until such time when all accrued amphid dividends for all previous quarterly dividgmefiods and for the current quarterly
dividend period on all shares of Series BB Parditiig Cumulative Preference Stock then outstansliadl have been declared and paid or set
apart for payment. During each default periodhaltlers of Preferred Stock (including holders & 8eries BB Participating Cumulative
Preference Stock) with dividends in arrears it



amount equal to six quarterly dividends thereottingoas a class, irrespective of series, shall hlaeeight to elect two Directors.

(i) During any default period, such voting rightthe holders of Series BB Participating Cumulafreference Stock may be exercised
initially at a special meeting called pursuantubgaragraph (iii) of this

Section 2(c) or at any annual meeting of sharels)dad thereafter at annual meetings of sharermlgeovided that neither such voting rir
nor the right of the holders of any other serieP&ferred Stock, if any, to increase, in certaises, the authorized number of Directors shall
be exercised unless the holders of 10% in numbsharfes of Preferred Stock outstanding shall beepitén person or by proxy. The absence
of a quorum of the holders of Common Stock shallaffect the exercise by the holders of PreferretiSof such voting right. At any
meeting at which the holders of Preferred Stocll sixarcise such voting right initially during amisting default period, they shall have the
right, voting as a class, to elect Directors tbsiilch vacancies, if any, in the Board of Directassmay then exist up to two Directors or, if
such right is exercised at an annual meeting,gctévo Directors. If the number which may be sctld at any special meeting does not
amount to the required number, the holders of teéeed Stock shall have the right to make sucheimse in the number of Directors as s
be necessary to permit the election by them oféhaired number. After the holders of the Prefe@&atk shall have exercised their right to
elect Directors in any default period and during tlontinuance of such period, the number of Dimscsball not be increased or decreased
except by vote of the holders of Preferred Stockeasin provided or pursuant to the rights of amyity securities ranking senior to or pari
passu with the Series BB Participating Cumulatisefétence Stock.

(iiif) Unless the holders of Preferred Stock shdiliring an existing default period, have previowestgrcised their right to elect Directors, the
Board of Directors may order, or any shareholdesh@reholders owning in the aggregate not less1B&of the total number of shares of
Preferred Stock outstanding, irrespective of senesy request, the calling of a special meetinthefholders of Preferred Stock, which
meeting shall thereupon be called by the ChairnfaheoBoard, the Chief Executive Officer, the Pdesit, a Vice-President or the Secretary
of the Corporation. Notice of such meeting androf annual meeting at which holders of PreferreatiStoe entitled to vote pursuant to this
paragraph (c)(iii) shall be given to each holderezford of Preferred Stock by mailing a copy offsnotice to the holder the last address
appearing on the books of the Corporation. Suchingeshall be called for a time not earlier thand2ys and not later than 60 days after ¢
order or request or in default of the calling oflsuneeting within 60 days after such order or retiuisich meeting may be called on similar
notice by any shareholder or shareholders owninjéraggregate not less than 10% of the total nuwicghares of Preferred Stock
outstanding. Notwithstanding the provisions of fm@sagraph (c)(iii), no such special meeting shaltalled during the period within 60 days
immediately preceding the date fixed for the nextwal meeting of the shareholders.

(iv) In any default period, the holders of CommdncX, and other classes of stock of the Corporatfapplicable, shall continue to be
entitled to elect the who



number of Directors until the holders of Prefer8tdck shall have exercised their right to elect B@ctors voting as a class, after the
exercise of which right (x) the Directors so elédby the holders of Preferred Stock shall contiimueffice until their successors shall have
been elected by such holders or until the expinadiothe default period, and (y) any vacancy inBloard of Directors may (except as
provided in paragraph (c)(ii) of this

Section 2) be filled by vote of a majority of trenraining Directors theretofore elected by the hslaé the class of stock which elected the
Director whose office shall have become vacanteReiftes in this paragraph (c) to Directors elebtethe holders of a particular class of
stock shall include Directors elected by such Doecto fill vacancies as provided in clause (yjhe foregoing sentence.

(v) Immediately upon the expiration of a defaultipd, (x) the right of the holders of Preferred &tas a class to elect Directors shall cease,
(y) the term of any Directors elected by the haddefrPreferred Stock as a class shall terminaté(8rthe number of Directors shall be such
number as may be provided for in the Corporatiniieles of Incorporation or By-laws irrespectiveany increase made pursuant to the
provisions of paragraph

(c)(ii) of this Section 2 (such number being subjeowever, to change thereafter in any mannerigeavby law or in the Corporation's
Articles of Incorporation or Byaws). Any vacancies in the Board of Directors etffel by the provisions of clauses (y) and (z) eghecedin
sentence may be filled by a majority of the remagriDirectors.

(d) Except as set forth herein, holders of SeriBRrticipating Cumulative Preference Stock shallehno special voting rights and their
consent shall not be required (except to the exteyt are entitled to vote with holders of Commadoc® as set forth herein) for taking any
corporate action.

(3) Any shares of Series BB Participating Cumukatireference Stock purchased or otherwise acqoyréide Corporation in any manner
whatsoever shall be retired and cancelled prongdthr the acquisition thereof. All such shareslsiyabn their cancellation become
authorized but unissued shares of Preferred Stodkreay be reissued as part of a new series offredf&tock to be created by resolution or
resolutions of the shareholders or the Board oé®aors, subject to the conditions and restrictmmsssuance set forth in the Corporation's
Articles of Incorporation.

(4) The Corporation shall abide by the followingtrections:

(a) Whenever quarterly dividends or other divideaddistributions payable on the Series BB Parditig Cumulative Preference Stock as
provided for in Section 1 are in arrears or thepBaation shall be in default in payment thereoéréafter and until all accrued and unpaid
dividends and distributions, whether or not declam shares of Series BB Participating Cumula@ixeference Stock outstanding shall have
been paid or set aside for payment in full, andddition to any and all other rights which any tesldf shares of Series BB Participating
Cumulative Preference Stock may have in such cistantes, the Corporation shall r



1. declare or pay dividends, or make any otheritigions, on any shares of stock ranking junidthér as to dividends or upon liquidation,
dissolution or winding up) to the Series BB Pap#&ting Cumulative Preference Stock;

2. declare or pay dividends, or make any otherildigions, on any shares of stock ranking on atypéeither as to dividends or upon
liquidation, dissolution or winding up) with the1ges BB Participating Cumulative Preference Stackess dividends are paid ratably on the
Series BB Participating Cumulative Preference Stoukall such parity stock on which dividends aaggble or in arrears in proportion to the
total amounts to which the holders of all such ehare then entitled;

3. redeem or purchase or otherwise acquire forideration shares of any stock ranking junior (eitheto dividends or upon liquidation,
dissolution or winding up) to the Series BB Papiting Cumulative Preference Stock, provided that@orporation may at any time redeem,
purchase or otherwise acquire shares of any sunibrjatock in exchange for shares of any stoclkefGorporation ranking junior (either as
dividends or upon liquidation, dissolution or windiup) to the Series BB Participating Cumulativef@rence Stock; or

4. redeem or purchase or otherwise acquire forideration any shares of Series BB Participating Glative Preference Stock, or any shares
of stock ranking on a parity with the Series BBtRgrating Cumulative Preference Stock (eitheraadividends or upon liquidation,
dissolution or winding up), except in accordancthvai purchase offer made in writing or by publicat{as determined by the Board of
Directors) to all holders of such shares upon ¢eahs as the Board of Directors, after considenatiothe respective annual dividend rates
and other relative rights and preferences of tepeetive series and classes, shall determine id fgoit will result in fair and equitable
treatment among the respective series or classes.

(b) The Corporation shall not permit any subsidiafiyhe Corporation to purchase or otherwise aegiar consideration any shares of stoc
the Corporation unless the Corporation could, updeagraph
(a) of this Section 4, purchase or otherwise aegglich shares at such time and in such manner.

(5) Upon any liquidation, dissolution or winding apthe Corpor- ation, the holders of Series BBtieating Cumulative Preference Stock
shall have the following rights.

(&) Upon any liquidation, dissolution or winding apthe Corporation, whether voluntary or involutano distribution shall be made to the
holders of shares of stock ranking (either as¥adnds or upon liquidation, dissolution or winding) junior to the Serie



BB Participating Cumulative Preference Stock unlpssr thereto, the holders of shares of SeriedPBRBicipating Cumulative Preference
Stock shall have received $100 per share, plusreruat equal to accrued and unpaid dividends artdhlisions thereon, whether or not
declared, to the date of such payment (the "S&fekiquidation Preference"). Following the paymehthe full amount of the Series BB
Liguidation Preference, no additional distributicahall be made to the holders of shares of SeeP&ticipating Cumulative Preference
Stock unless, prior thereto, the holders of shaf€&mmon Stock shall have received an amountlpes(the "Common Adjustment™) equal
to the quotient obtained by dividing (i) the Sef& Liquidation Preference by (ii)

100 (as appropriately adjusted as set forth in atdgpraph (c) below to reflect such events as sptits, stock dividends and recapitalizations
with respect to the Common Stock) (such numbefanse (ii), the "Adjustment Number"). Following thayment of the full amount of the
Series BB Liquidation Preference and the Commorusgtdjent in respect of all outstanding shares oES&B Participating Cumulative
Preference Stock and Common Stock, respectiveldehoof Series BB Participating Cumulative PrafieeStock and holders of shares of
Common Stock shall receive their ratable and pitipoaite share of the remaining assets to be digétbin the ratio of the Adjustment
Number to 1 with respect to such Cumulative PrefeeeStock and Common Stock, on a per share basggctively

(b) In the event, however, that there are not sigfiit assets available to permit payment in fulhef Series BB Liquidation Preference and
liquidation preferences of all other series of Clative Preference Stock, if any, which rank on gtpavith the Series BB Participating
Cumulative Preference Stock, then such remainiegtashall be distributed ratably to the holdersuzh parity shares in proportion to their
respective liquidation preferences. In the eveoiydver, that there are not sufficient assets aviaileo permit payment in full of the Common
Adjustment then such remaining assets shall baluistd ratably to the holders of Common Stock.

(c) In the event the Corporation shall at any tafter the Rights Declaration Date (i) declare aiwydeénd on Common Stock payable in sh
of Common Stock, (ii) subdivide the outstanding @aoon Stock, or (iii) combine the outstanding ComnStock into a smaller number of
shares, then in each such case the Adjustment Numbéfect immediately prior to such event shallddjusted by multiplying such
Adjustment Number by a fraction the numerator ofalths the number of shares of Common Stock outstgnimmediately after such event
and the denominator of which is the number of shaf€Common Stock that were outstanding immedigtély to such event.

(6) In case the Corporation shall enter into anysotidation, merger, combination or other trangecin which the shares of Common Stock
are exchanged for or converted into other stodeourities, cash and/or any other property, theminsuch case the shares of Series BB
Participating Cumulative Preference Stock shatlhatsame time be similarly exchanged or converieahiamount per share (subject to the
provision for adjustment hereinafter set forth) @&do 100 times the aggregate amount of stock,riesy cash and/or any other property
(payable in kind), as the case may be, into whictloiowhich each share of Common Stoc



converted or exchanged. In the event the Corporatiall at any time after the Rights Declaratiotied declare or pay any dividend on
Common Stock payable in shares of Common Stodksybdivide the outstanding Common Stock, or €idjnbine the outstanding Common
Stock into a smaller number of shares, then in sach case the amount set forth in the precedinigisee with respect to the exchange or
conversion of shares of Series BB Participating Glative Preference Stock shall be adjusted by plyitig such amount by a fraction the
numerator of which is the number of shares of Com@twck outstanding immediately after such evedttae denominator of which is the
number of shares of Common Stock that were outstgrichmediately prior to such event.

(7) The shares of Series BB Participating CumutaRveference Stock shall not be redeemable.

(8) The Articles of Incorporation of the Corporatishall not be further amended in any manner wivichld materially alter or change the
powers, preferences or special rights of the S&®articipating Cumulative Preference Stock staaffect them adversely without the
affirmative vote of the holders of at least twordlsi of the outstanding shares of Series BB Paditigp Cumulative Preference Stock, voting
separately as a class.

(9) Series BB Participating Cumulative PreferentziSmay be issued in fractions of a share whicll €imtitle the holder, in proportion to
such holder's fractional shares, to exercise vaigigs, receive dividends, participate in disttibos and to have the benefit of all other rights
of holders of Series BB Participating Cumulativeference Stock.

ARTICLE IV
Directors

A. NUMBER OF DIRECTORS. The business and affairthi Corporation shall be managed under the diectf the Board of Directors.
The number of directors comprising the Board ofbiors of this Corporation (exclusive of directafso may be elected by the holders of
any one or more series of Preferred Stock votipgsgely) shall be 14 unless otherwise determin@a time to time by resolution adopted
by the affirmative votes of both (i) 80% of theatitors then in office and (ii) a majority of ther@iauing Directors (as defined in Article V
(D)), voting as a separate group, provided, howebat no decrease in the number of directors shaliten the term of any incumbent
director.

B. CLASSIFICATION. The Board of Directors, otheaththose who may be elected by the holders of apyoo more series of Preferred
Stock voting separately, shall be divided, withpexs to the time during which they shall hold dgfiinto three classes, designated Class |, Il
and lll, as nearly equal in number as possible. hoyease or decrease in the number of directal Isé apportioned by the Board of
Directors so that all classes of directors shathd@early equal in number as possible. At eachammeeting of shareholders, directors
chosen to succeed thc



whose terms then expire shall be elected to hdideofor a term expiring at the annual meetingldreholders held in the third year follow
the year of their election and until their successoe duly elected and qualified.

C. VACANCIES. Except as provided in Article IV(Ggteof, any vacancy on the Board (including any megaesulting from an increase in
the authorized number of directors or from a fa&ilaf the shareholders to elect the full numberutifiarized directors) may, notwithstanding
any resulting absence of a quorum of directordilleel only by the Board of Directors, acting bytef both (i) a majority of the directors
then in office and (ii) a majority of all the Comtiing Directors, voting as a separate group, agdlaector so appointed shall serve until the
next shareholders' meeting held for the electiodirgfctors of the class to which he shall have ®ointed and until his successor is duly
elected and qualified.

D. REMOVAL. Subject to Article IV(G) hereof and mathstanding any other provisions of these Artiaddeshe Bylaws of this Corporation,
any director or the entire Board of Directors mayeémoved at any time, but only for cause, by ffigraative vote at a meeting of
shareholders called for such purpose of the holofdosth (i) a majority of the Total Voting Powexy(defined in Article V(D) hereof) entitled
to be cast by the holders of Voting Stock (as aefim Article V(D) hereof), voting together as agle class, and (ii) a majority of the Total
Voting Power entitled to be cast by the Indepen@areholders (as defined in Article V(D) herewbiting as a separate group. At the same
meeting in which the shareholders remove one oerdectors, a successor or successors may beaelectthe unexpired term of the
director or directors removed. Except as set frtthis Article, directors shall not be subjectrémoval.

E. TENDER OFFERS AND OTHER EXTRAORDINARY TRANSACTNES. In connection with the exercise of its judgmiendetermining
what is in the best interest of the Corporation imdtockholders when evaluating a Business Coatioin (as defined in Article V(D) hereof)
or a tender or exchange offer or a proposal bytemd®erson or Persons to make a tender or excludfegethe Board of Directors of the
Corporation shall consider, in addition to the admy of the amount to be paid in connection with sunch transaction, all of the following
factors and any other factors which it deems reiev@ the social and economic effects of the $iation on the Corporation and its
subsidiaries, and their respective employees, mests, creditors and other elements of the comnasiti which they operate or are located,
(i) the business and financial condition and eagriprospects of the acquiring Person or Persodisiding, but not limited to, debt service
and other existing or likely financial obligatioasthe acquiring Person or Persons, and the pessfféct of such conditions upon the
Corporation and its Subsidiaries and the other etemof the communities in which the Corporatiod @s subsidiaries operate or are loca
and (iii) the competence, experience and integfihe acquiring Person or Persons and its or thaimagement.

F. BOARD QUALIFICATIONS. (1) Except as otherwiseopided in Article IV(G) hereof, no person shall&aible for nomination, election
or service as a director of the Corporation whdls



(a) in the opinion of the Board of Directors failrespond satisfactorily to the Corporation respgany inquiry of the Corporation for
information to enable the Corporation to make agyification required by the Federal Communicati@usnmission under the Anti-Drug
Abuse Act of 1988 or to determine the eligibilitiysmch person under this Article;

(b) have been arrested or convicted of any offenseerning the distribution or possession of, affitking in, drugs or other controlled
substances, provided that in the case of an dhlve®oard of Directors may in its discretion detier@rthat notwithstanding such arrest such
persons shall remain eligible under this Article; o

(c) have engaged in actions that could lead to sachrrest or conviction and that the Board of &oes determines would make it unwise for
such person to serve as a director of the Cormorati

(2) Any person serving as a director of the Corpionashall automatically cease to be a directoswch date as he ceases to have the
qualifications set forth in paragraph (1) above] his position shall be considered vacant withrtieaning of Article 1V(C) hereof.

G. DIRECTORS ELECTED BY PREFERRED SHAREHOLDERS. Wittistanding anything in these Articles of Incoration to the
contrary, whenever the holders of any one or meries of Preferred Stock shall have the right,ng8eparately as a class, to elect one or
more directors of the Corporation, the provisiohthese Articles of Incorporation (as they may ldyaamended from time to time) fixing the
rights and preferences of such Preferred Stock ghaérn with respect to the nomination, electi@mmn, removal, vacancies or other related
matters with respect to such directors.

ARTICLE V
Certain Business Combinations

A. VOTE REQUIRED IN BUSINESS COMBINATIONS. No Bustss Combination may be effected unless all ofaHeviing conditions
have been fulfilled:

(1) In addition to any vote otherwise required aw lor these Articles, the proposal to effect a Bess Combination shall have been approved
by (i) a majority of the directors then in officedcha majority of the Continuing Directors and £ii) the affirmative votes of both of the
following:

(a) 80% of the Total Voting Power entitled to bstday holders of outstanding shares of Voting Stafcthis Corporation, voting as a separate
voting group; anc



(b) Two-thirds of the Total Voting Power entitlanllte cast by the Independent Stockholders presehtlp represented at a meeting, voting
as a separate voting group.

(2) A proxy or information statement describing greposed Business Combination and complying wighrequirements of the Securities
Exchange Act of 1934, as amended (the "Act"), &iedrtiles and regulations thereunder (or any sulesgquiovisions replacing the Act, rules
or regulations as a whole or in part) is mailedltshareholders of the Corporation at least 3Ggaior to the consummation of such Busit
Combination (regardless of whether such proxy farination statement is required pursuant to theck&ubsequent provisions).

B. NONAPPLICABILITY OF VOTING REQUIREMENTS. The vetrequired by Paragraph A of this Article doesaqmtly to a Business
Combination if all conditions specified in eithdrpgaragraphs 1 or 2 below are met:

(1) The proposed Business Combination is approvied f the time the Related Person involved ingh@posed transaction became a
Related Person by the affirmative votes of bothagonity of the directors then in office and a mi#joof the Continuing Directors, voting as a
separate group.

(2) All of the following five conditions have beemet:

(a) The aggregate amount of the cash and the Msidat on the Valuation Date of consideration othan cash to be received per share by
all holders of Common Stock in such Business Coatinn is at least equal to the highest of the foitm:

1. The highest per share price, including any braje commissions, transfer taxes and solicitindetdgdees, paid by or on behalf of the
Related Person for any shares of Common Stockeodime class or series acquired by it within treyear period immediately prior to the
Announcement Date or in the transaction in whidbeitame a Related Person, whichever is higher;

2. The Market Value per share of Common Stock efsime class or series on the Announcement Date thie Determination Date,
whichever is higher; or

3. The price per share equal to the Market Valuespare of Common Stock of the same class or sgeigesmined pursuant to clause
(2) immediately preceding, multiplied by the fractiof (i) the highest per share price, including Brokerage commissions, transfer taxes
soliciting dealers' fees, paid by or for the Redé®erson for any shares of Common Stock of the sdmss ol



series acquired by it within the two-year periodrigdiately prior to the Announcement Date, overtfi® Market Value per share of Common
Stock of the same class or series on the firstidaych two-year period on which the Related Peesmuired any shares of Common Stock.

(b) The aggregate amount of the cash and the M¥i&ee as of the Valuation Date of consideratidmeothan cash to be received per share
by holders of shares of any class or series otanding stock other than Common Stock is at legqsakto the highest of the following,
whether or not the Related Person has previousjyigesd any shares of a particular class or sefissok:

1. The highest per share price, including any braje commissions, transfer taxes and solicitindeti€dees, paid by or for the Related
Person for any shares of such class of stock asjbyy it within the two-year period immediatelygrto the Announcement Date or in the
transaction in which it became a Related Persoicheker is higher;

2. The highest preferential amount per share tahvtiie holders of shares of such class of stockmtitted in the event of any voluntary or
involuntary liquidation, dissolution or winding b this Corporation;

3. The Market Value per share of such class okstocthe Announcement Date or on the Determindlate, whichever is higher; or

4. The price per share equal to the Market Valuespare of such class of stock determined purdoasifuse (3) immediately preceding,
multiplied by the fraction of (i) the highest pédrase price, including any brokerage commissiomsder taxes and soliciting dealers' fees,
paid by or for the Related Person for any sharemypfclass of Voting Stock acquired by it withir tfvo-year period immediately prior to the
Announcement Date, over (ii) the Market Value gere of the same class of Voting Stock on the diest in such two-year period on which
the Related Person acquired any shares of the dlassof Voting Stock.

(c) The consideration to be received by holderanyf class or series of outstanding stock is tonlmash or in the same form as the Related
Person has previously paid for shares of the sdase or series of stock. If the Related Persomhakfor shares of any class of stock with
varying forms of consideration, the form of consat®n for such class of stock shall be either aaste form used to acquire the largest
number of shares of such class or series of stmkqusly acquired by it.

(d) After the Related Person has become a Relaexb® and prior to the consummation of such Busifsnbination



1. There shall have been no failure to declarepaydat the regular date therefor any full periatiidcdends, cumulative or not, on any
outstanding Preferred Stock of this Corporation;

2. There shall have been no reduction in the amatialof dividends paid on any class or seriesamksof this Corporation that is not
Preferred Stock except as necessary to reflecsalngivision of the stock, and no failure to inceetise annual rate of dividends as necessary
to reflect any reclassification, including any reseestock split, recapitalization, reorganizationany similar transaction which has the effect
of reducing the number of outstanding shares oftbek; and

3. The Related Person did not become the Benefisialer of any additional shares of stock of thigsgooation except as part of the
transaction which resulted in such Related Pergooring a Related Person or by virtue of propoaierstock splits or stock dividends.

The provisions of clause (1) and (2) immediatelgceding shall not apply if no Related Person oAffitiate or Associate of the Related
Person voted as a director of this Corporationnmaaner inconsistent with such clauses and thetd&keRerson, within ten days after any act
or failure to act inconsistent with such clausetifies the Board of Directors of this Corporationwriting that the Related Person
disapproves thereof and requests in good faithttteaBoard of Directors rectify such act or failtoeact.

(e) After the Related Person has become a Relaesbi®, the Related Person may not have receivdaktinefit, directly or indirectly, except
proportionately as a shareholder, of any loansaades, guarantees, pledges or other financiatasseor any tax credits or other tax
advantages provided by this Corporation or anyoSubsidiaries, whether in anticipation of or amgection with such Business Combinal
or otherwise.

C. ALTERNATIVE SHAREHOLDER VOTE FOR BUSINESS COMBITIONS. In the event the conditions set forth irbBaragraph (B)
(1) or (B)(2) have been met, the affirmative vatquired of shareholders in order to approve thpgeed Business Combination shall be 66-
2/3% of the Total Voting Power present or duly esggnted at the meeting called for such purpose.

D. DEFINITIONS. The following terms, for all purpes of these Articles or the By-laws of this Corpiora shall have the following
meaning:

(1) An "Affiliate" of, or a person "affiliated with a specified person means a person that direatlindirectly through one or more
intermediaries, controls, or is controlled by, ®under common control with, the person speci



(2) "Announcement Date" means the first generalip@mnouncement of the proposal or intention td&ena proposal of the Business
Combination or its first communication generallysttareholders of this Corporation, whichever idiear

(3) "Associate," when used to indicate a relatigms¥ith any person, means any of the following:

(a) Any corporation or organization, other thars t@orporation, of which such person is an officénector or partner or is, directly or
indirectly, the Beneficial Owner of 10% or moreasfy class of Equity Securities.

(b) Any trust or other estate in which such persas a substantial beneficial interest or as to lvkieh person serves as trustee or in a si
fiduciary capacity.

(c) Any relative or spouse of such person, or atgtive of such spouse, who has the same homechgsuson.

(d) Any investment company registered under thestment Company Act of 1940 for which such persres as investment advisor.
(4) A person shall be deemed to be the "Benef@iaher" of any shares of capital stock (regardlelsstiver owned of record):

(a) Which that person or any of its Affiliates osgociates, directly or indirectly, owns benefigiall

(b) Which such person or any of its Affiliates osgbciates has

(i) the right to acquire (whether exercisable immggly or only after the passage of time) purswarsany agreement, arrangement or
understanding or upon the exercise of conversigsj exchange rights, warrants or options, orretise, or (ii) the right to vote pursuant to
any agreement, arrangement or understanding; or

(c) Which are beneficially owned, directly or inglitly, by any other person with which such persoany of its Affiliates or Associates has
any agreement, arrangement or understanding fquutmose of acquiring, holding, voting or disposaigny shares of voting capital stock of
the corporation or any of its subsidiaries.

(5) "Business Combination" means any of the folloyviransactions, when entered into by the Corpmmair a Subsidiary with, or upon a
proposal by, a Related Person:

(a) The merger or consolidation of, or an exchasfgeecurities by, the Corporation or any Subsidi



(b) The sale, lease, exchange, mortgage, pledgesfar or any other disposition (in one or a sesfdsansactions) of any assets of the
Corporation, or of any Subsidiary, having an aggtedpook or fair market value of $1,000,000 or mareasured at the time the transaction
or transactions are approved by the Board of Dirsct

(c) The adoption of a plan or proposal for theiligtion or dissolution of the Corporation or anybSidiary;

(d) The issuance or transfer by the Corporatioanyr Subsidiary (in one or a series of transactiofsgcurities of the Corporation, or of any
Subsidiary, having a fair market value of $1,000,00 more;

(e) The reclassification of securities (includingeaerse stock split), recapitalization, consolmabr any other transaction (whether or not
involving a Related Person) which has the direéhdirect effect of increasing the voting powergaedless whether then exercisable) or the
proportionate amount of the outstanding sharespficéass or series of Equity Securities of thisgoation or any of its Subsidiaries held by
a Related Person, or any Associate or Affiliata &felated Person;

(f) Any loans, advances, guarantees, pledges er fittancial assistance or any tax credits or difvemdvantages provided by the Corpore
or any Subsidiary to a Related Person or any AtBlior Associate thereof, except proportionatelg slsareholder; or

(9) Any agreement, contract or other arrangememtiging directly or indirectly for any of the foremg.

(6) "Capital Stock" means any Common Stock, PreteBtock or other capital stock of the Corporatmmany bonds, debentures, or other
obligations granted voting rights by the Corponagmursuant to La. R.S. 12:75H.

(7) "Common Stock" means any stock other than ssaba series of preferred or preference stock.

(8) "Continuing Director" shall mean any membeths Board of Directors who is not a Related Permsasn Affiliate or Associate thereof,
and who was a member of the Board of Directorsrgadhe time that the Related Person became ddrlieRerson, and any successor to a
Continuing Director who is not a Related PersoaroAffiliate or Associate thereof and was recomneehtb succeed a Continuing Director
by a majority of Continuing Directors who were theembers of the Board of Directors, provided timathe absence of a Related Person,
reference to "Continuing Directors" shall meandaéctors then in office



(9) "control," including the terms "controlling,t6ntrolled by" and "under common control with," meadhe possession, directly or indirectly,
of the power to direct or cause the direction efithanagement and policies of a person, whetheughrthe ownership of voting securities,
contract or otherwise. The beneficial ownershid@¥ or more of the votes entitled to be cast bgraaration's voting stock creates a
presumption of control.

(10) "Determination Date" means the date on whi&telated Person first became a Related Person.
(11) "Equity Security" means any of the following:

(a) Any stock or similar security, certificate otérest or participation in any profit sharing agrent, voting trust certificate or certificate of
deposit for an equity security.

(b) Any security convertible, with or without codsration, into an equity security, or any warranbther security carrying any right to
subscribe to or purchase an equity security.

(c) Any put, call, straddle or other option or pleége of buying an equity security from or selliag equity security to another without being
bound to do so.

(12) "Independent Shareholder” or "Independenti®toicier" means a holder of Voting Stock of this gmation who is not a Related Pers
(13) "Market Value" means the following:

(@) In the case of stock, the highest closing gatz on the date or during the period in questiba share of such stock on the principal
United States securities exchange registered uhde8ecurities Exchange Act of 1934 on which suebksis listed or, if such stock is not
listed on any such exchange, the highest closidgibotation with respect to a share of such stacthe date or during the period in question
on the National Association of Securities Dealbrs,, Automated Quotations Systems, or any altéreaystem then in use, or, if no such
guotations are available, the fair market valu¢hendate or during the period in question of asludusuch stock as determined by a majority
of the Continuing Directors of this Corporationgood faith.

(b) In the case of property other than cash orkstie fair market value of such property on theeda during the period in question as
determined by a majority of the Continuing Direstof this Corporation in good faith.

(14) A "person” shall mean any individual, firmrporation or other entity, or a group of persortingcor agreeing to act together in the
manner set forth in Rule 13d-5 under the Securifiashange Act of 1934, as in effect on Januaryo841

(15) "Related Person" means any person (othertttea@orporation, a Subsidiary or any profit sharemployee stock ownership or other
employee benefit plan of the Corporation or anysglibry or any trust, trustee of or fiduciary witsspect to any such plan acting in such
capacity) who (a) is the direct or indirect Benefi©wner of shares of Capital Stock representimgenthan 10% of the outstanding Total
Voting Power entitled to vote for the election afedtors, and any Affiliate or Associate of anylsyerson, or (b) is an Affiliate or Associate
of the Corporation and at any time within the twesayperiod immediately prior to the date in questi@s the Beneficial Owner, directly of
indirectly, of shares of Capital Stock (includigotor more classes or series voting together asgéesclass) representing 10% or more of the
outstanding Total Voting Power entitled to vote tioe election of directors. For the purpose of aeieing whether a person is the Beneficial
Owner of a percentage, specified in this Articliethe outstanding Total Voting Power, the numbeslwdres of Voting Stock deemed to be
outstanding shall include shares deemed owneddtyptrson through application of Article V(D)(3)tlshall not include any other shares
which may be issuable to any other person.

(16) "Subsidiary" means any corporation of whichiWg Stock having a majority of the votes entittecbe cast is owned, directly or
indirectly, by this Corporation.

(17) "Total Voting Power," when used in referencanhy particular matter properly brought beforeghareholders for their consideration .
vote, means the total number of votes that holde@apital Stock are entitled to cast with resgecuch matter.

(18) "Valuation Date" means the following:

(a) For a Business Combination voted upon by sluddebs, the latter of the date prior to the datéhefshareholders' vote and the day 20 days
prior to the consummation of the Business Combamatand

(b) For a Business Combination not voted upon kystiareholders, the date of the consummation dtisetness Combination.
(19) "Voting Stock" means shares of Capital Stocthe Corporation entitled to vote generally in #iection of directors.

E. BENEFIT OF STATUTE. This Corporation claims &astthll have the benefit of the provisions of R.S133 except that the provisions of
R.S. 12:133 shall not apply to any business contioinénvolving an interested shareholder that iarployee benefit plan or related trus



this Corporation



ARTICLE VI
Shareholders' Meetings

A. WRITTEN CONSENTS. Any action required or permittto be taken at any annual or special meetishafeholders may be taken only
upon the vote of the shareholders, present in passoepresented by duly authorized proxy, at aruahor special meeting duly noticed and
called, as provided in the Bylaws of the Corpomatiand may not be taken by a written consent osttageholders pursuant to the Business
Corporation Law of the State of Louisiana.

B. SPECIAL MEETINGS. Subject to the terms of anystanding class or series of Preferred Stock thigties the holders thereof to call
special meetings, the holders of a majority of tbéal Voting Power of the Corporation shall be rieeg to cause the Secretary of the
Corporation to call a special meeting of sharehsigersuant to La. R.S. 12:73B (or any successorigion). Nothing in this Article VI shall
limit the power of the President of the Corporatiwrits Board of Directors to call a special megtwf shareholders.

ARTICLE VII
Limitation of Liability and Indemnification

A. LIMITATION OF LIABILITY. No director or officer of the Corporation shall be liable to the Corpanator to its shareholders for
monetary damages for breach of his fiduciary dstg airector or officer, provided that the foregpprovision shall not eliminate or limit the
liability of a director or officer for (1) any breh of his duty of loyalty to the Corporation or #isareholders; (2) acts or omissions not in good
faith or which involve intentional misconduct okaowing violation of law; (3) liability for unlawfudistributions of the Corporation's assets
to, or redemptions or repurchases of the Corparatighares from, shareholders of the Corporatiedeuand to the extent provided in La.
R.S. 12:92D; or (4) any transaction from which leeixkd an improper personal benefit.

B. AUTHORIZATION OF FURTHER ACTIONS. The Board ofif@ctors may (1) cause the Corporation to enter éantracts with its
directors and officers providing for the limitatiom liability set forth in this Article to the fubist extent permitted by law, (2) adopt By-laws or
resolutions, or cause the Corporation to enterdotatracts, providing for indemnification of direcs and officers of the Corporation and o
persons (including but not limited to directors affiicers of the Corporation's direct and indir8ctbsidiaries) to the fullest extent permitted
by law and (3) cause the Corporation to exercisgrtburance powers set forth in La. R.S. 12:83Byitlostanding that some or all of the
members of the Board of Directors acting with respe the foregoing may be parties to such cordracbeneficiaries of such By-laws or
resolutions or the exercise of such powers. Noalepeamendment of any such By-laws or resolutlonging the right to indemnification
thereunder shall affect the entitlement of any @ets indemnification whose claim thereto resuitsrf conduct occurring prior to the date of
such repeal or amendme



C. SUBSIDIARIES. The Board of Directors may cause Corporation to approve for the officers andaes of its direct and indirect
Subsidiaries limitation of liability, indemnificath and insurance provisions comparable to the @neg

D. AMENDMENT OF ARTICLE. Notwithstanding any othprovisions of these Articles of Incorporation, tifirmative vote of the holders
of at least 80% of the Total Voting Power shalrbguired to amend or repeal this Article VII, amy @amendment or repeal of this Article
shall not adversely affect any elimination or liatibn of liability of a director or officer of th€orporation under this Article with respect to
any action or inaction occurring prior to the tiofesuch amendment or repeal.

ARTICLE VIl
Reversion

Except for cash, shares or other property or rightsable or issuable to the holders of PreferrediSthe rights to which shall be determined
under applicable state law, Cash, property or sti@idends, shares issuable to shareholders inemiom with a reclassification of stock, and
the redemption price of redeemed shares, thatairelaimed by the shareholders entitled theretbiwibne year after the dividend or
redemption price became payable or the shares lgeisammable, despite reasonable efforts by the Catipa to pay the dividend or
redemption price or deliver the certificates foe #hares to such shareholders within such timédl, ah¢he expiration of such time, revert in
full ownership to the Corporation, and the Corpioras obligation to pay such dividend or redemptoice or issue such shares, as the case
may be, shall thereupon cease, provided, howevatritie Board of Directors may, at any time, foy egason satisfactory to it, but need not,
authorize (i) payment of the amount of any casproperty dividend or redemption price or (ii) iseaa of any shares, ownership of which
reverted to the Corporation pursuant to this Aetitd the person or entity who or which would bétlenl thereto had such reversion not
occurred.

ARTICLE IX
Amendments

A. CHARTER AMENDMENTS. Atrticles IV (other than pageaphs F and G), V, VI(A) and IX of these Articlesincorporation shall not be
amended in any manner (whether by modificatiorepeal of an existing Article or Articles or by atiloln of a new Article or Articles) except
upon resolutions adopted by the affirmative voteath (i) 80% of the Total Voting Power entitledite cast by the holders of outstanding
shares of Voting Stock, voting together as a siggteip, and (ii) two-thirds of the Total Voting Pementitled to be cast by the Independent
Shareholders present or duly represented at arsildess' meeting, voting as a separate group; gealihowever, that if such resolutions
shall first be adopted by both a majority of theediors then in office and a majority of the Coniirg Directors, voting as a separate group,
then such resolutions shall



deemed adopted by the shareholders upon the afffilenaote of a majority of the Total Voting Powentitled to be cast by the holders of
outstanding shares of Voting Stock, voting as glsigroup.

B. BYLAW AMENDMENTS. Bylaws of this Corporation mdye altered, amended, or repealed or new Bylawshaadopted by (i) the
shareholders, but only upon the affirmative votbath 80% of the Total Voting Power entitled todast by the holders of outstanding shares
of Voting Stock, voting together as a single graapd two-thirds of the Total Voting Power entitiedbe cast by the Independent
Shareholders present or duly represented at arsfldezs' meeting, voting as a separate groupj)dhé Board of Directors, but only upon
affirmative vote of both a majority of the directdhen in office and a majority of the Continuingdgtors, voting as a separate group.

These Amended and Restated Articles of Incorparatie dated as of December 2, 1996.

W TNESSES: CENTURY TELEPHONE ENTERPRI SES, | NC
/sl Kay Buchart /sl den F. Post, Il
BY
Gen F. Post, III, President
/sl Joy Eppinette /sl Harvey P. Perry
BY

Harvey P. Perry, Secretary



ACKNOW.EDGVENT
STATE OF LOUISIANA

PARISH OF OUACHITA

BEFORE ME, the undersigned authority, personalimeand appeared Glen F. Post, Ill and Harvey RyRerme known to be the persons
who signed the foregoing instrument as PresidethtSatretary, respectively, and who, having beey slubrn, acknowledged and declared,
in the presence of the two witnesses whose namesuéiscribed below, that they signed such instrimetheir free act and deed for the
purposes mentioned therein.

IN WITNESS WHEREOF, the appearers, witnesses dravé hereunto affixed our hands on this 2nd ddyemfember, 1996.

WITNESSES:
/sl Kay Buchart /sl @en F. Post, Il
Gden F. Post, IIlI, President
/sl Joy B. Eppinette /sl Harvey P. Perry

Harvey P. Perry, Secretary

/sl Kathy Tettleton

NOTARY PUBLI C



Exhibit 10.1(d)

AMENDMENT TO THE
CENTURY TELEPHONE ENTERPRISES, INC.
SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN

WHEREAS, an amendment to the Century Telephonerpiiges, Inc. Supplemental Executive Retirement Plae "Plan™) was adopted by
the Compensation Committee of the Board of Direxctor November 20, 1996 and ratified by the BoarDicéctors on November 21, 199¢€
reflect that the approval as to whether an offiserovered by the Plan shall be in the discretitihe Committee that administers the Plan.

NOW THEREFORE, the Plan is hereby amended as fall

l.

Section 3.01(c) of the Plan shall be amended t ireés entirety as follows:
c. The coverage of the officer is duly approvedhsy Committee.

IN WITNESS WHEREOF, Century Telephone Enterprises, has executed this amendment in its corporameenas of the 21st day of
November, 199¢

CENTURY TELEPHONE ENTERPRISES, INC.

/sl R Stewart Ew ng, Jr.
By:

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



Exhibit 10.1(e)

AMENDMENT TO THE
CENTURY TELEPHONE ENTERPRISES, INC.
1983 RESTRICTED STOCK PLAN

WHEREAS, an amendment to the Century Telephonerpiiges, Inc. 1983 Restricted Stock Plan (the "Blaras adopted by the
Compensation Committee of the Board of DirectordNomember 20, 1996 and ratified by the Board oeBtiors on November 21, 1996 to
make certain changes with respect to the membeostiie committee of the Board of Directors thatnausters the Plan in order that
transactions in restricted stock through the Pldihmeet the requirements of an exemption underraded Rule 16b-3 under the Securities
Exchange Act of 1934.

NOW THEREFORE, the Plan is hereby amended as fstl
l.
Section 2.(b) of the Plan shall be amended to ire#td entirety as follows:

2.(b) "Committee" shall mean the Compensation Caremiof the Board of Directors of the Company subacommittee of the Compensat
Committee. The Committee shall consist of two orenmembers of the Board of Directors, each of wisball qualify as a "non-employee
director" under Rule 16b-3 under the Securitiesharge Act of 1934, as currently in effect or angcassor rule.

Il.
The first sentence of Section 4., "Administrationf,the Plan shall be amended to read in its egtas follows:
The Plan shall be administered by the Committee.

IN WITNESS WHEREOF, Century Telephone Enterprides, has executed this amendment in its corporaiteenas of the 21st day of
November, 199¢

CENTURY TELEPHONE ENTERPRISES, INC.

/sl R Stewart Ew ng, Jr.
By:

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



Exhibit 10.1(f)

AMENDMENT TO THE
CENTURY TELEPHONE ENTERPRISES, INC.
KEY EMPLOYEE INCENTIVE COMPENSATION PLAN

WHEREAS, an amendment to the Century Telephonerpiiges, Inc. Key Employee Incentive Compensatilam the "Plan") was adopted
by the Compensation Committee of the Board of Dmecon November 20, 1996 and ratified by the BadrBirectors on November 21,
1996 to reflect that the Plan shall be administénethe Compensation Committee or a subcommitteeeo€ompensation Committee and to
reflect that a determination as to whether a ba@wewrd is to be paid partially in shares of restdcstock under the 1983 Restricted Stock
or the 1995 Incentive Compensation Plan shall iberdiscretion of the Committee that administees1983 Restricted Stock Plan or the
1995 Incentive Compensation Plan, as appropriate;

NOW THEREFORE, the Plan is hereby amended as fstl
l.
Section 2.(b) of the Plan is hereby amended to asddllows:

(b) "Committee" shall mean the Compensation Conemitif the Board of Directors or a subcommitteehef@ompensation Committee made
up of members who are not participants in this Plan

Il.
Section 7. of the Plan entitled "ALLOCATION OF INGEIVE BONUS FUND" shall be amended to read in itsirety as follows:

The Committee shall in its sole discretion awarduses within the predetermined maximum limits tdiBi@ants from the Incentive Pool.

The Committee, subject to approval of the BoarBioéctors, shall determine each year whether thaevaf the award will be paid in cash,
restricted stock, or a combination thereof. If paynof the award is partially or totally in the rioof restricted stock, shares of stock allocated
to the 1983 Restricted Stock Plan or the 1995 limeCompensation Plan may be used in the diseretidghe committee that administers
those Plans. Any such stock payments shall be stuigji¢he provisions of the 1983 Restricted Stolanmr the 1995 Incentive Compensation
Plan, as appropriate, and an individual award agese¢ between the Company and the Participant.

IN WITNESS WHEREOF, Century Telephone Enterprises, has executed this amendment in its corporateenas of the 21st day of
November, 199¢

CENTURY TELEPHONE ENTERPRISES, INC.

/sl R Stewart Ew ng, Jr.
By:

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



Exhibit 10.1(g)

AMENDMENT TO THE
CENTURY TELEPHONE ENTERPRISES, INC.
1988 INCENTIVE COMPENSATION PROGRAM

WHEREAS, the Century Telephone Enterprises, In831@centive Compensation Program (the "Plan") adapted by the Board of
Directors on May 16, 1988 and approved by the stedders at the 1989 annual meeting; and

WHEREAS, an amendment to the Plan was adoptedeb@€dmpensation Committee of the Board of Director&November 20, 1996 and
ratified by the Board of Directors on November 2996 to permit the Plan to be administered by thm@ensation Committee or by a
subcommittee of the Compensation Committee, the lmeesrof which meet the requirements of Rule 16deun the Securities Exchange Act
of 1934 and Section 162(m) of the Internal Reve@ode and the regulations thereunder.

NOW THEREFORE, the Plan is hereby amended as fstl
l.
Section 2.1 is hereby amended to read in its epta® follows:

2.1 Composition. The Plan shall be administeretheycompensation committee of the Board of DirexctdrCentury, or by a subcommittee
the compensation committee. The committee or subttige that administers the Plan shall hereindiféereferred to as the "Committee”. -
Committee shall consist of not fewer than two meralod the Board of Directors, each of whom shallqaalify as a "non-employee director”
under Rule 16t3 under the Securities Exchange Act of 1934 (tl8841Act"), as currently in effect or any successie, and (b) qualify as ¢
"outside director" under Section 162(m) of the Cadd the regulations thereunder.

IN WITNESS WHEREOF, Century Telephone Enterprises, has executed this amendment in its corporameenas of the 21st day of
November, 199¢

CENTURY TELEPHONE ENTERPRISES, INC.

/sl R Stewart Ew ng, Jr.
By:

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



Exhibit 10.1(i)

AMENDMENT TO THE
CENTURY TELEPHONE ENTERPRISES, INC.
1990 INCENTIVE COMPENSATION PROGRAM

WHEREAS, the Century Telephone Enterprises, In801liacentive Compensation Program (the "Plan") adapted by the Board of
Directors on March 15, 1990 and approved by theettrdders at the 1990 annual meeting; and

WHEREAS, an amendment to the Plan was adopteddtimpensation Committee of the Board of Director&November 20, 1996 and
ratified by the Board of Directors on November 2996 to permit the Plan to be administered by thm@ensation or by a subcommittee of
the Compensation Committee, the members of whiakt the requirements of Rule 16b-3 under the Séesiiixchange Act of 1934 and
Section 162(m) of the Internal Revenue Code andebelations thereunder.

NOW THEREFORE, the Plan is hereby amended as fall
l.
Section 2.1 is hereby amended to read in its enta® follows:

2.1 Composition. The Plan shall be administerethkycompensation committee of the Board of DirectdrCentury, or by a subcommittee
the compensation committee. The committee or subttiee that administers the Plan shall hereindiféereferred to as the "Committee”. -
Committee shall consist of not fewer than two meralod the Board of Directors, each of whom shallqaalify as a "non-employee director"
under Rule 1618 under the Securities Exchange Act of 1934 (tl8841Act"), as currently in effect or any successie, and (b) qualify as ¢
"outside director" under Section 162(m) of the Cadd the regulations thereunder.

IN WITNESS WHEREOF, Century Telephone Enterprides, has executed this amendment in its corporaiteenas of the 21st day of
November, 199¢€

CENTURY TELEPHONE ENTERPRISES, INC.

/sl R Stewart Ew ng, Jr.
By:

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



Exhibit 10.1(1)

AMENDMENT TO THE
CENTURY TELEPHONE ENTERPRISES, INC.
1995 INCENTIVE COMPENSATION PLAN

WHEREAS, the Century Telephone Enterprises, In851acentive Compensation Plan (the "Plan") wagptatbby the Compensation
Committee of the Board of Directors on Februaryll395, ratified by the Board of Directors on Feloyual, 1995 and approved by the
shareholders on May 11, 1995; and

WHEREAS, an amendment to the Plan was adopteddtimpensation Committee of the Board of Director&November 20, 1996 and
ratified by the Board of Directors on November 2396 to remove restrictions no longer applicabléennmecent amendments to Rule 16b-3
under the Securities Exchange Act of 1934 that

(a) relate to the elimination of a six-month holglieriod applicable to awards granted under the;Rtg permit transfer of stock options and
stock appreciation rights for estate planning pegspand (c) make certain other changes in ordeflert the terms of Rule 16%-as recent|
amended.

NOW THEREFORE, the Plan is hereby amended as fstl
l.
Section 2.1 is hereby amended to read in its epta® follows:

2.1 Composition. The Plan shall be administeretheycompensation committee of the Board of DirectdrCentury, or by a subcommittee
the compensation committee. The committee or subgtige that administers the Plan shall hereindigereferred to as the "Committee”.
Committee shall consist of not fewer than two meralod the Board of Directors, each of whom shallqaalify as a "non-employee director"
under Rule 16t3 under the Securities Exchange Act of 1934 (tl8841Act"), as currently in effect or any successie, and (b) qualify as ¢
"outside director" under Section 162(m) of the Cadd the regulations thereunder.

Il.
Section 6.3 is hereby amended to read in its epta® follows:

6.3. Duration and Time for Exercise. Subject tdieatermination as provided in Section 10.4, thent of each stock option shall be
determined by the Committee. Subject to SectiotZ,Gzach stock option shall become exercisablacit Sme or times during its term as
shall be determined by the Committee. The Committag accelerate the exercisability of any stockompat any time, except to the extent of
any automatic acceleration of stock options undetiSn 10.12



Il
Section 7.2 is hereby amended to read in its épta® follows:

7.2 The Restricted Period. At the time an awaresfricted stock is made, the Committee shall éstab period of time during which the
transfer of the shares of restricted stock shafels&ricted (the "Restricted Period"). Each awdrstricted stock may have a different
Restricted Period. A Restricted Period of at I&ase years is required, except that if vestinthefshares is subject to the attainment of
specified performance goals, a Restricted Periazhefyear or more is permitted. The expiratiorhefRestricted Period shall also occur as
provided under Section 10.4 and under the conditd@scribed in Section 10.12 hereof.

Iv.
Section 8.2 is hereby amended to read in its epta® follows:

8.2 Duration and Time for Exercise. Subject to Bec10.12, the term and exercisability of each SkRll be determined by the Committee.
Unless otherwise provided by the Committee in tiehtive Agreement, each SAR issued in connectitmavstock option shall become
exercisable at the same time or times, to the st and upon the same conditions as the resadett option. The Committee may in its
discretion accelerate the exercisability of any SRy time, except to the extent of any autonsataeleration of SARs under Section 10

V.
Section 10.2 is hereby amended to read in itsegmtas follows:

10.2 Transferability of Incentives. No stock opt@mnSAR granted hereunder may be transferred, ptdgssigned or otherwise encumbered
by the holder thereof except:

(@) by will;

(b) by the laws of descent and distribution; or

(c) in the case of non-qualified stock options ARS only,

() pursuant to a domestic relations order,as @efiim the Code,

(i) to family members,

(iii) to a family partnership,

(iv) to a family limited liability company, or

(v) to a trust for the benefit of family members,

in all such cases, if permitted by the Committeg sm provided in the Incentive Agreement or an ainemnt thereto.

Any attempted assignment, transfer, pledge, hypatien or other disposition of a stock option orFSér levy of attachment, or similar
process upon a stock option or SAR not specifigadiymitted herein, shall be null and void and witheffect.

VI.

Section 10.3 entitled "Non-Transferability of Comm®tock" and Section 10.14 entitled "Compliancehv@ection 16" are hereby deleted in
their entirety.

The remaining subsections of Section 10 shall hamdered accordingly.

IN WITNESS WHEREOF, Century Telephone Enterprises, has executed this amendment in its corporameenas of the 21st day of
November, 199¢

CENTURY TELEPHONE ENTERPRISES, INC.

/sl R Stewart Ew ng, Jr.
By:




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



Exhibit 10.1(p)

AMENDMENT TO THE
CENTURY TELEPHONE ENTERPRISES, INC.
SUPPLEMENTAL DEFINED CONTRIBUTION PLAN

WHEREAS, an amendment to the Century Telephonerpiiges, Inc. Supplemental Defined ContributionnRlle "Plan") was adopted by
the Compensation Committee of the Board of Direxctor November 20, 1996 and ratified by the BoarDicéctors on November 21, 199¢€
make certain changes with respect to the membeostiie committee of the Board of Directors thamnatsters the Plan in order that the
acquisition of phantom stock units through the Rldhmeet the requirements of an exemption undaeeraded Rule 16b-3 under the
Securities Exchange Act of 1934 and to make otartical changes.

NOW THEREFORE, the Plan is hereby amended as fstl
l.
Section 2.04 shall be amended to read in its eptae follows:

2.04 "Committee" shall mean the Compensation Cotemitf the Board of Directors of the Company oulacemmittee of the Compensation
Committee. The Committee shall consist of two orenmembers of the Board of Directors, each of wishall (a) qualify as a "non-
employee director" under Rule 16b-3 under the SiesiExchange Act of 1934, as currently in effecany successor rule, and (b) qualify as
an "outside director" under Section 162(m) of tlmel€and the regulations thereunder.

Il.
Section 3.01(c) under the heading "Participatidrdlishe amended to read in its entirety as follows:
c¢. The coverage of the officer is duly approvedhsy Committee.
1.
Section 11.01 under the heading "Administration bmerpretation” shall be amended to read in itvety as follows:

11.01 The Plan shall be administered by the Coramittlo individual who is or has ever been a merobtdre Committee shall be eligible to
be designated as a participant or receive paynugrksr this Plan. The Committee shall have full poared authority to interpret and
administer the Plan and, subject to the provisimrein set forth, to prescribe, amend and reseiled rand regulations and make all other
determinations necessary or desirable for the adtration of the Plan. The Board may from timeitoe appoint additional members of the
Committee or remove members and appoint new menibetgstitution for those previously appointed émfdill vacancies however caused.

IN WITNESS WHEREOF, Century Telephone Enterprides, has executed this amendment in its corporaiteenas of the 21st day of
November, 199¢€

CENTURY TELEPHONE ENTERPRISES, INC.

/sl R Stewart Ew ng, Jr.
By:

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

Chi ef Financial Oficer



Exhibit 10.1(q)

AMENDMENT TO THE
CENTURY TELEPHONE ENTERPRISES, INC.
SUPPLEMENTAL DOLLARS & SENSE PLAN

WHEREAS, an amendment to the Century Telephonerpiiges, Inc. Supplemental Dollars & Sense Plaa (Blan") was adopted by the
Compensation Committee of the Board of DirectordNomember 20, 1996 and ratified by the Board oeBliors on November 21, 1996 to
reflect that the approval as to whether an offiserovered by the Plan shall be in the discretitihe Committee that administers the Plan.

NOW THEREFORE, the Plan is hereby amended as fall

l.

Section 3.01(c) of the Plan shall be amended t ireés entirety as follows:
c. The coverage of the officer is duly approvedhsy Committee.

IN WITNESS WHEREOF, Century Telephone Enterprises, has executed this amendment in its corporameenas of the 21st day of
November, 199¢

CENTURY TELEPHONE ENTERPRISES, INC.

/sl R Stewart Ew ng, Jr.
By:

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



EXHIBIT 11
CENTURY TELEPHONE ENTERPRISES, INC.

COMPUTATIONS OF EARNINGS PER SHARE

Year ended December 31,

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

Net income $12 9,077 114,776 100,238
Dividends applicable to preferred stock (113) (115) (93)
Net income applicable to common stock 12 8,964 114,661 100,145
Dividends applicable to preferred stock 113 115 93
Interest on convertible securities,

net of taxes 579 714 4,595

Net income as adjusted for purposes of
computing fully diluted earnings per share $ 12 9,656 115,490 104,833

Weighted average number of shares:

Outstanding during period 5 9,621 58,000 53,139
Common stock equivalent shares 635 509 580
Employee Stock Ownership Plan shares

not committed to be released (332) (373) (300)

Number of shares for computing primary

earnings per share 5 9,924 58,136 53,419
Incremental common shares attributable

to additional dilutive effect of

convertible securities 736 971 4,716

Number of shares as adjusted for
purposes of computing fully diluted

earnings per share 6 0,660 59,107 58,135
Earnings per average common share $ 216 198 1.88
Primary earnings per share $ 215 197 1.88

Fully diluted earnings per share $ 214 195 1.80




EXHIBIT 21

CENTURY TELEPHONE ENTERPRISES, INC.
SUBSIDIARIES OF THE REGISTRANT
AS OF DECEMBER 31, 1996

Subsidiary

Aragon Consulting Group, Inc.

Brownsville Cellular Telephone Co., Inc. *
Celutel, Inc.

Celutel of Biloxi, Inc. *

Century Area Long Lines (CALL), Inc.
Century Business Communications, Inc.
Century Cellunet, Inc.

Century Cellunet of Alexandria, Inc.
Century Cellunet of La Crosse, Inc.

Century Cellunet of Michigan RSA #4, Inc.
Century Cellunet of Michigan RSAs, Inc.
Century Cellunet of Mississippi RSA #2, Inc.
Century Cellunet of Mississippi RSA #6, Inc.
Century Cellunet of Mississippi RSA #7, Inc.
Century Cellunet of North Arkansas, Inc.
Century Cellunet of North Louisiana, Inc.
Century Cellunet of Pine Bluff, Inc.

Century Cellunet of Saginaw, Inc.

Century Cellunet of Shreveport, Inc.
Century Cellunet of South Arkansas, Inc.
Century Cellunet of Southern Michigan, Inc.
Century Cellunet of Texarkana, Inc.
Century Investments, Inc.

Century Interactive Fax, Inc.

Century Paging, Inc.

Century Service Group, Inc.

Century Supply Group, Inc.

Century Telecommunications, Inc.

Century Telelink, Inc.

Century Telephone Midwest, Inc.

Century Telephone of Adamsville, Inc.
Century Telephone of Arkansas, Inc.
Century Telephone of Central Indiana, Inc.

Century Telephone of Central Louisiana, Inc.

Century Telephone of Chatham, Inc.
Century Telephone of Chester, Inc.
Century Telephone of Claiborne, Inc.
Century Telephone of Colorado, Inc.
Century Telephone of East Louisiana, Inc.
Century Telephone of Evangeline, Inc.
Century Telephone of Forestville, Inc.
Century Telephone of Idaho, Inc.

Century Telephone of Lake Dallas, Inc.

Century Telephone of Larsen-Readfield, Inc.

Century Telephone of Michigan, Inc.
Century Telephone of Monroe County, Inc.
Century Telephone of Mountain Home, Inc.

State of
incorporation
Missouri
Delaware
Delaware
Delaware
Wisconsin
Louisiana
Louisiana
Louisiana
Louisiana
Louisiana
Louisiana
Mississippi
Mississippi
Mississippi
Louisiana
Louisiana
Arkansas
Louisiana
Louisiana
Louisiana
Delaware
Louisiana
Louisiana
Louisiana
Louisiana
Louisiana
Louisiana
Texas
Louisiana
Michigan
Tennessee
Arkansas
Indiana
Louisiana
Louisiana
lowa
Tennessee
Colorado
Louisiana
Louisiana
Wisconsin
Delaware
Texas
Wisconsin
Michigan
Wisconsin
Arkansas



Century Telephone of North Louisiana, Inc. Louisiana

Century Telephone of North Mississippi, Inc. Mississippi
Century Telephone of Northern Michigan, Inc. Michigan
Century Telephone of Northern Wisconsin, Inc. Wisconsin
Century Telephone of Northwest Louisiana, Inc. Louisiana
Century Telephone of Northwest Wisconsin, Inc. Wisconsin
Century Telephone of Odon, Inc. Indiana
Century Telephone of Ohio, Inc. Ohio
Century Telephone of Ooltewah-Collegedale, Inc. Tennessee
Century Telephone of Port Aransas, Inc. Texas
Century Telephone of Redfield, Inc. Arkansas
Century Telephone of Ringgold, Inc. Louisiana
Century Telephone of San Marcos, Inc. Texas
Century Telephone of South Arkansas, Inc. Arkansas
Century Telephone of Southeast Louisiana, Inc. Louisiana
Century Telephone of Southwest, Inc. New Mexico
Century Telephone of Southwest Louisiana, Inc. Louisiana
Century Telephone of Wisconsin, Inc. Wisconsin
Interactive Communications, Inc. Louisiana
Jackson Cellular Telephone Co., Inc. * Delaware
The McAllen Cellular Telephone Co., Inc. * Nevada
Metro Access Networks, Inc. Delaware
Pascagoula Cellular Telephone Company, Inc. * Delaware
Remote Access Cellular Telecommunications, Inc. Texas
Tele-Max, Inc. Texas
Universal Telephone, Inc. Wisconsin

* Conduct business in the name of Century Cellunet

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 (No. 33-17114 and No. 33-5p8h3-orm S-3, the Registration
Statements (No. 33-5836, No. 33-17113, No. 33-46Bi62 33-48554 and No. 33-60061) on Form S-8, tagifration Statements (No. 33-
31314 and No. 33-46473) on combined Form S-8 amohf$3, and the Registration Statements (No. 3%@&hd No. 333-17015) on Form
S-4 of Century Telephone Enterprises, Inc. of eport dated January 29, 1997, relating to the dfzded balance sheets of Century
Telephone Enterprises, Inc. and subsidiaries &eoémber 31, 1996 and 1995, and the related coased statements of income,
stockholders' equity, and cash flows and relateainftial statement schedules for each of the yaal®ithreerear period ended December
1996, which report appears in the December 31, @86ial report on Form 10-K of Century Telephon&eErises, Inc.

/sl KPMG Peat Marwi ck LLP
KPMG PEAT MARW CK LLP

Shreveport, Louisiana
March 14, 1997



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, 1996 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 8,40z
SECURITIES 0
RECEIVABLES 63,50¢
ALLOWANCES 3,32
INVENTORY 8,222
CURRENT ASSET¢ 109,23-
PP&E 1,685,69:
DEPRECIATION 536,68:
TOTAL ASSETS 2,028,50!
CURRENT LIABILITIES 144,14.
BONDS 625,93(
PREFERRED MANDATORY 0
PREFERREL 10,04:
COMMON 59,85¢
OTHER SE 958,25!
TOTAL LIABILITY AND EQUITY 2,028,50!
SALES 0
TOTAL REVENUES 749,67
CGS 0
TOTAL COSTS 526,38:
OTHER EXPENSE! 0
LOSS PROVISION 0
INTEREST EXPENSE 44,66
INCOME PRETAX 203,64.
INCOME TAX 74,56t
INCOME CONTINUING 129,07
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 129,07
EPS PRIMARY 2.1¢
EPS DILUTED 2.14
End of Filing
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