CENTURYTEL INC

FORM 10-Q

(Quarterly Report)

Filed 11/13/1998 For Period Ending 9/30/1998

Address P O BOX 4065 100 CENTURYTEL DR
MONROE, Louisiana 71203
Telephone 318-388-9000
CIK 0000018926
Industry Communications Services
Sector Services
Fiscal Year 12/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200



UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

[X] Quarterly Report Pursuant to Section 13 or }S(dthe Securities
Exchange Act of 1934

For the quarterly period ended September 30, 1998
or

[ ] Transition Report Pursuant to Section 13 o) % the Securities
Exchange Act of 1934

Commission File Number: 1-7784

CENTURY TELEPHONE ENTERPRISES, INC.

(Exact name of registrant as specified in its @rart

Louisiana 72-0651161
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

100 Century Park Drive, Monroe, Louisiana 71203
(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area o@1&) 388-9000
Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been

subject to such filing requirements for the pastags.

[X] Yes [] No

As of October 31, 1998, there were 91,938,325 shaireommon stock outstandir



CENTURY TELEPHONE ENTERPRISES, INC.

TABLE OF CONTENTS

Page No
Partl. Financial Information:
Item 1. Financial Statements
Consolidated Statements of Income--Three Months and Nine .

Months Ended September 30, 1998 and 1997

Consolidated Statements of Comprehensive Income

Three Months and Nine Months Ended September 3 0, 1998 and 1997 4

Consolidated Balance Sheets--September 30, 1998 and

December 31, 1997 5
Consolidated Statements of Stockholders' Equit y--

Nine Months Ended September 30, 1998 and 1997 6
Consolidated Statements of Cash Flows--

Nine Months Ended September 30, 1998 and 1997 7
Notes to Consolidated Financial Statements 8-10
Item 2. Management's Discussion and Analysis of Financial

Condition and Results of Operations 11-24
Part Il. Other Information:
Item 5. Other Information 25

Item 6. Exhibits and Reports on Form 8-K 25

26

Signature



PART I. FINANCIAL INFORMATION

CENTURY TELEPHONE ENTERPRISES, INC.
CONSOLIDATED STATEMENTS OF INCOME
(UNAUDITED)

Three mon ths Nine months
ended Septem ber 30, ended September 30,
1998 1997 1998 1997
(Dollars, except per share amounts,
and share s expressed in thousands)
OPERATING REVENUES
Telephone $ 275,397 12 1,934 800,532 359,454
Wireless 106,662 8 0,163 305,699 220,472
Other 19,890 1 6,254 55,816 47,986
Total operating revenues 401,949 21 8,351 1,162,047 627,912
OPERATING EXPENSES
Cost of sales and
operating expenses 192,155 11 1,462 559,955 329,254
Depreciation and amortization 81,610 3 7,074 242,288 108,740
Total operating expenses 273,765 14 8,536 802,243 437,994
OPERATING INCOME 128,184 6 9,815 359,804 189,918

OTHER INCOME (EXPENSE)
Gain on sale or exchange of

assets, net - - 49,859 70,121

Interest expense (41,904) (1 1,175) (126,785) (33,539)

Income from unconsolidated

cellular entities 9,162 8,371 25,105 21,750

Minority interest (3,619) ( 1,817) (10,264) (3,722)

Other income and expense 1,159 1,174 2,454 3,467

Total other income (expense) (35,202) ( 3,447) (59,631) 58,077

INCOME BEFORE INCOME TAX EXPENSE 92,982 6 6,368 300,173 247,995
Income tax expense 38,304 2 4,935 123,610 90,251
NET INCOME $ 54678 4 1,433 176,563 157,744
BASIC EARNINGS PER SHARE* $ .60 .46 1.93 1.75
diluted earnings per share* $ .59 .45 1.90 1.73
Dividends per common share* $ .065 .0617 195 .1851
Average basic shares outstanding* 91,471 9 0,134 91,238 89,802
Average diluted shares outstanding* 93,548 9 1,710 93,272 91,325

*Reflects March 1998 stock split. See Note 5.
See accompanying notes to consolidated financial st atements.



CENTURY TELEPHONE ENTERPRISES, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(UNAUDITED)

Three mon
ended Septem

1998

(Do

Net income $ 54,678

Other comprehensive income,
net of tax:
Unrealized holding gains
(losses) arising during
period, net of tax (631)
Reclassification adjustment
for gains included in net
income, net of tax -

Other comprehensive income,
net of tax (631)

Comprehensive income $ 54,047

ths Nine months
ber 30, ended September 30,

1997 1998 1997

llars in thousands)

41,433 176,563 157,744

37,473 10,310 62,038

- (20,478)

37,473 (10,168) 62,038

78,906 166,395 219,782

See accompanying notes to consolidated financial st

atements.



CENTURY TELEPHONE ENTERPRISES, INC.
CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

S eptember 30, December 31,
1998 1997

(Dollars in thousands)

ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 3,940 26,017
Accounts receivable, less allowance
of $4,824 and $5,954 182,117 227,272
Materials and supplies, at average cost 24,841 21,994
Other 7,442 8,197
218,340 283,480
NET PROPERTY, PLANT AND EQUIPMENT 2,245,445 2,258,563
INVESTMENTS AND OTHER ASSETS
Excess cost of net assets acquired,
less accumulated amortization of
$119,620 and $84,132 1,741,491 1,767,352
Other 430,894 400,006

2,172,385 2,167,358

$ 4,636,170 4,709,401
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Current maturities of long-term debt $ 45,015 55,244
Accounts payable 77,194 83,378
Accrued expenses and other liabilitiesz
Salaries and benefits 46,737 38,225
Taxes 19,746 74,898
Interest 23,416 20,821
Other 24,506 25,229
Advance billings and customer deposits 28,285 24,213
264,899 322,008
LONG-TERM DEBT 2,392,685 2,609,541
DEFERRED CREDITS AND OTHER LIABILITIES 509,951 477,580

STOCKHOLDERS' EQUITY
Common stock, $1.00 par value, 175,000,000
shares authorized, 91,924,239 and
91,103,674 shares issued and outstanding 91,924 91,104
Paid-in capital 487,221 469,586
Accumulated other comprehensive income-
unrealized holding gain on investments,

net of taxes 1,725 11,893
Retained earnings 886,479 728,033
Unearned ESOP shares (6,820) (8,450)
Preferred stock-non-redeemable 8,106 8,106

1,468,635 1,300,272

$ 4,636,170 4,709,401

See accompanying notes to consolidated financial st atements.



CENTURY TELEPHONE ENTERPRISES, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(UNAUDITED)

Nine months
ended September 30,

1998 1997

(Dollars in thousands)

COMMON STOCK

Balance at beginning of period $ 91,104* 59,859
Issuance of common stock for acquisitions 28 -
Conversion of convertible securities

into common stock 169 237
Issuance of common stock through dividend

reinvestment, incentive and benefit plans 623 423
Balance at end of period 91,924 60,519

PAID-IN CAPITAL

Balance at beginning of period 469,586 * 474,607
Issuance of common stock for acquisitions 1,059 -
Conversion of convertible securities

into common stock 3,131 4,998
Issuance of common stock through dividend

reinvestment, incentive and benefit plans 11,410 10,448
Amortization of unearned compensation

and other 2,035 608
Balance at end of period 487,221 490,661

ACCUMULATED OTHER COMPREHENSIVE INCOME
Balance at beginning of period 11,893 -
Change in unrealized holding gain on

investments, net of reclassification
adjustment (10,168) 62,038

Balance at end of period 1,725 62,038

RETAINED EARNINGS
Balance at beginning of period 728,033 494,726
Net income 176,563 157,744
Cash dividends declared
Common stock - $.195 and $.1851 per

share, respectively* (17,811) (16,622)
Preferred stock (306) (357)
Balance at end of period 886,479 635,491

UNEARNED ESOP SHARES

Balance at beginning of period (8,450)  (11,080)
Release of ESOP shares 1,630 1,880
Balance at end of period (6,820) (9,200)

PREFERRED STOCK - NON-REDEEMABLE
Balance at beginning of period 8,106 10,041

Conversion of preferred stock into common stock (1,935)
Balance at end of period 8,106 8,106
TOTAL STOCKHOLDERS' EQUITY $ 1,468,635 1,247,615

*Reflects March 1998 stock split. See Note 5.
See accompanying notes to consolidated financial st atements.



CENTURY TELEPHONE ENTERPRISES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

Nine months
ended September 30,

1998 1997

(Dollars in thousands)

OPERATING ACTIVITIES
Net income $ 176,563 157,744
Adjustments to reconcile net income to
net cash provided by operating activities:

Depreciation and amortization 242,288 108,740
Deferred income taxes 30,241 31,667
Income from unconsolidated cellular entities (25,105) (21,750)
Minority interest 10,264 3,722
Gain on sales of assets (49,859) (70,121)
Changes in current assets and current liabiliti es:
Accounts receivable (15,370) (12,170)
Accounts payable (6,184) (6,110)
Other accrued taxes (55,152) 8,624
Other current assets and other current
liabilities, net 9,364 9,853
Changes in other noncurrent liabilities 3,535 3,259
Other, net (3,408) 4,040
Net cash provided by operating activities 317,177 217,498
INVESTING ACTIVITIES
Payments for property, plant and equipment (204,627) (123,344)
Acquisitions, net of cash acquired (5,028) (30,398)
Proceeds from sales of assets 132,307 -
Distributions from unconsolidated cellular entiti es 17,715 9,173
Purchase of life insurance investment, net (2,557) (12,936)
Proceeds from note receivable - 22,500
Other, net 2,337 (4,320)
Net cash used in investing activities (59,853) (139,325)
FINANCING ACTIVITIES
Proceeds from issuance of long-term debt 772,894 12,151
Payments of long-term debt (999,877) (78,377)
Payment upon settlement of hedge contracts (40,237) -
Payment of deferred debt issuance costs (6,625) -
Proceeds from issuance of common stock 12,110 10,860
Cash dividends (18,117) (16,979)
Other, net 451 (2,947)
Net cash used in financing activities (279,401) (75,292)
Net increase (decrease) in cash and cash equivalent s (22,077) 2,881
Cash and cash equivalents at beginning of period 26,017 8,402
Cash and cash equivalents at end of period $ 3,940 11,283
Supplemental cash flow information:
Income taxes paid $ 158,365 53,978
Interest paid $ 124,190 28,963
See accompanying notes to consolidated financial st atements.



CENTURY TELEPHONE ENTERPRISES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 1998
(UNAUDITED)

(1) Basis of Financial Reporting

The consolidated financial statements of Centufedi®ne Enterprises, Inc. and its subsidiaries"@wmmpany") include the accounts of
Century Telephone Enterprises, Inc. ("Century") esdnajority-owned subsidiaries and partnershestain information and footnote
disclosures normally included in financial statetsgirepared in accordance with generally accepteduamting principles have been
condensed or omitted pursuant to rules and reguktf the Securities and Exchange Commission; hexwwéhe Company believes the
disclosures which are made are adequate to makefthimation presented not misleading. The finansiatements and footnotes included in
this Form 10-Q should be read in conjunction wiith financial statements and notes thereto inclimléfie Company's Annual Report on
Form 10-K for the year ended December 31, 1997ta@e1 997 amounts have been reclassified to beistens with the 1998 presentation.

The unaudited financial information for the threenths and nine months ended September 30, 1998%@¥dhas not been audited by
independent public accountants; however, in thaiopiof management, all adjustments (which inclodly normal recurring adjustments)
necessary to present fairly the results of opeamnatfor the three-month and nine-month periods teemn included therein. The results of
operations for the first nine months of the year mot necessarily indicative of the results of aiens which might be expected for the entire
year.

(2) Net Property, Plant and Equipment

Net property, plant and equipment is composed ®faHowing:

Sep tember 30, December 31,
1998 1997

(D ollars in thousands)
Telephone, at original cost $34 14,234 3,295,860
Accumulated depreciation 1,5 20,474) (1,375,835)

1,8 93,760 1,920,025
Wireless, at cost 4 21,412 380,218
Accumulated depreciation (1 66,949)  (133,357)

2 54,463 246,861

Corporate and other, at cost 1 91,138 169,420
Accumulated depreciation ( 93,916) (77,743)

$2,2 45,445 2,258,563

(3) Earnings from Unconsolidated Cellular Entities

The following summarizes the unaudited combinedlite®f operations of the cellular entities in whibe Company's investments (as of
September 30, 1998 and 1997) were accounted ftirebgquity method:

Nine months
ended September 30,

(Dollars in thousands)

Results of operations

Revenues $ 937,670 930,860
Operating income $ 334,405 310,236
Net income $ 336,393 277,464

(4) Accounting Pronouncemer



In June 1997, the Financial Accounting Standardsr@¢'FASB") issued Statement of Financial AccoogtStandards No. 130 ("SFAS
130"), "Reporting Comprehensive Income" and StatgroéFinancial Accounting Standards No. 131 ("SF3"), "Disclosures About
Segments of an Enterprise and Related Informat®RAS 130 established standards for reporting dhgponents of comprehensive income,
which is defined to include all changes in equityidg a period except those resulting from investisdy and distributions to shareholders.
SFAS 131 established standards for reporting infitian about operating segments in annual finastéements and interim financial repc
to shareholders. The Company adopted both stateriretite first quarter of 1998; however, the primris of SFAS 131 need not be applied
to interim periods in the initial year of appliaati SFAS 131 is not expected to materially impaaet the Company currently reports its
segment information.

In June 1998, the FASB issued Statement of FinbAcieounting Standards No. 133 ("SFAS 133"), "Aceting for Derivative Instruments
and Hedging Activities." SFAS 133 established aatimg and reporting standards for derivative instemts and for hedging activities by
requiring that entities recognize all derivativeseither assets or liabilities at fair value onlthéance sheet. Based on the Company's current
use of derivatives, SFAS 133 is not expected teeraly impact the Company's financial positiorresults of operations.

(5) Stock Split

On March 31, 1998, the Company effected a thregwiorcommon stock split by means of a 50% stockdeind. Shares outstanding and per
share data for the nine months and three monthsdeBdptember 30, 1997 have been restated to réflecttock split.

(6) Debt Issuance

On January 15, 1998, Century issued $100 millior-géar, 6.15% senior notes (Series E); $240 miltib10-year, 6.3% senior notes (Series
F); and $425 million of 30-year, 6.875% debentferies G) under its shelf registration stateméltis. net proceeds of approximately $758
million (excluding payment obligations of approxitely $40 million related to interest rate hedgirfigeted in connection with the offering)
were used to reduce the bank indebtedness inchyrédte Company in connection with its December@B7lacquisition of Pacific Telecom,
Inc. ("PTI").

In mid-January 1998, the Company settled numenutigsdst rate hedge contracts that had been eritdoeith anticipation of these debt
issuances. The amounts paid by the Company upti@nsent of the hedge contracts aggregated approeim®40 million, which will be
amortized as interest expense over the lives ofitigerlying debt instruments. The effective weigrdagerage interest rate of the above-
mentioned debt (after giving consideration to thesgment obligations) is 7.15%. In March 1998 tlwnPany paid approximately $250,000
upon settlement of its remaining interest rate kedntracts.

(7) Sale or Exchange of Assets

In connection with the first quarter 1998 acquasitdf Brooks Fiber Properties, Inc. ("Brooks") bykldCom, Inc. ("WorldCom") , the
Company's 551,000 shares of Brooks' common stock eenverted into approximately 1.0 million shaosé¥VorldCom common stock. The
Company recorded such conversion at fair value whgsulted in a pre-tax gain of approximately $28ifion ($14.8 million after-tax; $.16
per diluted share). In the second quarter of 18838Company sold 750,000 shares of WorldCom comstaxek for $35.6 million cash and
recorded a pre-tax gain of $8.7 million ($5.7 roitliafter tax; $.06 per diluted share).

In the second quarter of 1998, the Company soldiit®rity interests in two non-strategic cellulatiges for approximately $31.0 million
cash which resulted in a pre-tax gain of $21.8iaml($12.3 million after-tax; $.13 per diluted sbparAdditionally, in the second quarter the
Company wrote off its minority investment in a stap company.

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

During the second quarter of 1997, the Company is®lcbmpetitive access subsidiary to Brooks acdnaed a pre-tax gain of $71 million
($46 million after-tax; $.50 per diluted share).

(8) Pending Acquisition

On March 12, 1998, the Company entered into défsmiéigreements to purchase from affiliates of Aeehi Corporation ("Ameritech") the
assets of certain local telephone and directoryaijmss in parts of northern and central Wisconisirgxchange for approximately $225
million cash (subject to adjustments). The assebetpurchased include (i) access lines and refatguerty and equipment in 21
predominantly rural communities in Wisconsin whagrve approximately 68,000 customers, (i) Amehtedirectory publishing operations
that relate to nine telephone directories servirhsustomers, and

(iii) approximately $4 million in net receivableSubject to the satisfaction of various closing étods, this transaction is expected to be
completed in the fourth quarter of 1998.

(9) Pending Dispositio



In August 1998, the Company entered into a defiaitigreement to sell the stock of the entities ootidg the Company's Alaska operations
to ALEC Acquisition Corporation for $415 million sh, subject to various adjustments. Proceeds fnigrtransaction will be used to reduce
debt and to fund the Company's pending acquis@fdelephone access lines from Ameritech describédbte 8. The Alaska transaction is
anticipated to close in the first quarter of 19898hject to regulatory approvals and various closmgditions.

CENTURY TELEPHONE ENTERPRISES, INC.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Management's Discussion and Analysis of Finanamaddtion and Results of Operations ("MD&A") inclutlberein should be read in
conjunction with MD&A and the other information inded in the Company's Annual Report on Form 1@ktlie year ended December 31,
1997. The results of operations for the three nmoatid nine months ended September 30, 1998 areoessarily indicative of the results of
operations which might be expected for the entaary

Century Telephone Enterprises, Inc., which openateter the trade name of CenturyTel, and its sidriéd (the "Company"), is a regional
diversified communications company that is primaeihgaged in providing local telephone servicescatidlar telephone communications
services. At September 30, 1998, the Company's$ éodnange telephone subsidiaries operated ovenillidn telephone access lines
primarily in rural, suburban and small urban ariea®l states, and the Company's majority-ownedogradated cellular entities had more than
591,000 cellular subscribers. On December 1, 19@7Company significantly expanded its operationadquiring Pacific Telecom, Inc.
("PTI"). As a result of the acquisition, the Compatquired (i) over 660,000 telephone access lifigsver 88,000 cellular subscribers and
(iii) various wireless, cable television and othemmunications assets.

In addition to historical information, managemeniscussion and analysis includes certain forwaakihg statements regarding events and
financial trends that may affect the Company'sriitaperating results and financial position. Suafwérd-looking statements are subject to
uncertainties that could cause the Company's actsalts to differ materially from such statemesch uncertainties include but are not
limited to: the effects of ongoing deregulatiortlie telecommunications industry; the effects ohtgethan anticipated competition in the
Company's markets; possible changes in the denmaridd Company's products and services; the Cormpability to successfully introduce
new offerings on a timely and cosffective basis; the risks inherent in rapid tedbgiwal change; the Company's ability to effectyvelanag
its growth, including integrating the operationdRdfl into the Company's operations; the succes®apense of the remediation efforts of the
Company and its vendors in achieving year 2000 d¢iamge; and the effects of more general factors ascchanges in general market or
economic conditions or in legislation, regulatiarpablic policy. These and other uncertaintiesteglao the business are described in greater
detail in Item 1 to the Company's Annual Reporfonm 10-K for the year ended December 31, 1997. &feLcautioned not to place undue
reliance on these forward-looking statements, whipdak only as of the date hereof. The Companyrtaigs no obligation to update any of
its forward-looking statements for any reason.

RESULTS OF OPERATIONS
Three Months Ended September 30, 1998 Comparetdree™onths Ended September 30, 1997

Net income for the third quarter of 1998 was $5illion compared to $41.4 million during the thigdarter of 1997. Diluted earnings ¢
share increased to $.59 during the three monthsdeSdptember 30, 1998 from $.45 during the threstihhscended September 30, 1997, a
31.1% increase.

Three months
ended September 30,

(Dollars, except per

share amounts,and

shares in thousands)
Operating income

Telephone $ 88,210 40,114

Wireless 36,693 27,403

Other 3,281 2,298

128,184 69,815

Interest expense (41,904) (11,175)
Income from unconsolidated cellular entities 9,162 8,371
Minority interest (3,619) (1,817)
Other income and expense 1,159 1,174
Income tax expense (38,304) (24,935)
Net income $ 54,678 41,433
Diluted earnings per share* $ .59 .45

Average diluted shares outstanding* 93,548 91,710




* Reflects March 1998 stock split. See Note 5.

Contributions to operating revenues and operatiagre by the Company's telephone, wireless, aret oerations for the three months
ended September 30, 1998 and 1997 were as follows:

Three months
ended September 30,

1998 1997

Operating revenues

Telephone operations 68.5% 55.8

Wireless operations 26.5% 36.7

Other operations 5.0% 7.5
Operating income

Telephone operations 68.8% 57.5

Wireless operations 28.6% 39.2

Other operations 2.6% 3.3

Telephone Operations
Three months
ended September 30,

(Dollars in thousands)

Operating revenues

Local service $ 84,082 33,443
Network access 159,422 73,385
Other 31,893 15,106

Operating expenses

Plant operations 62,402 24,971

Customer operations 22,107 11,931

Corporate and other 37,436 18,679

Depreciation and amortization 65,242 26,239

187,187 81,820

Operating income $ 88,210 40,114
Telephone operating income increased $48.1 million (119.9%) due to an

increase in operating revenues of $153.5 millid®b(2%) which more than offset an increase in opggaxpenses of $105.4 million
(128.8%).

Of the $153.5 million increase in operating reven#139.8 million was attributable to the properiequired in the PTI acquisition. The
remaining $13.7 million increase in revenues watigly due to a $2.5 million increase in revendeg to increased minutes of use; a $2.5
million increase resulting from favorable prior jpel revenue settlements; a $3.4 million increashénpartial recovery of increased opera
expenses through revenue pools in which the Comparticipates with other telephone companies; 8 #fillion increase in amounts
received from the federal Universal Service Fumdt a $1.6 million increase resulting from intergedwth in the number of customer access
lines.

During the third quarter of 1998, operating expsns&clusive of depreciation and amortization,éased $66.4 million, of which $61.1
million was attributable to the properties acquirethe PTI acquisition. The remainder of the ims®in operating expenses was due to
increases in general operating expenses.

Depreciation and amortization increased $39.0 omllof which $35.2 million (which includes $6.9 hoh of amortization of excess cost of
net assets acquired) was attributable to the ptiegeacquired in the PTI acquisition. The remairafehe increase was primarily due to hig
recurring rates or nonrecurring depreciation chakglkich have been approved for certain subsidiaries

Wireless Operations and Income From Unconsolidate€ellular Entities

Three months



ended September 30,

(Dollars in thousands)

Operating income - wireless operations $ 36,693 27,403
Minority interest (3,619) (2,044)
Income from unconsolidated cellular entities 9,162 8,371

$ 42,236 33,730

The Company's wireless operations (discussed beteflect 100% of the results of operations of thButar entities in which the Company
has a majority ownership interest. The minoritgeast owners' share of the income of such enttiesflected 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 is reflected in the Company's
Consolidated Statements of Income as "Income frooonsolidated cellular entities." See Income frontahsolidated Cellular Entities for
additional information.

Wireless Operations
Three months
ended September 30,

(Dollars in thousands)
Operating revenues
Service revenues $ 104,527 78,839
Equipment sales 2,135 1,324

Operating expenses

Cost of equipment sold 3,784 2,987

System operations 15,326 12,549
General, administrative and customer service 21,991 15,090
Sales and marketing 13,312 11,918
Depreciation and amortization 15,556 10,216

Operating income $ 36,693 27,403

Wireless operating income increased $9.3 millicqi36) to $36.7 million in the third quarter of 1988m $27.4 million in the third quarter
of 1997. Wireless operating revenues increasecb$ablion (33.1%) while operating expenses increla®&7.2 million (32.6%).

Of the $25.7 million increase in service revend23.0 million was attributable to acquisitions. Exting acquisitions, roaming revenues
increased $3.0 million in the third quarter of 1998e average number of cellular units in serviceajority-owned markets (exclusive of
acquisitions) during the third quarter of 1998 4887 was 449,600 and 411,300, respectively.

The average monthly cellular service revenue pstocner (including acquisitions) declined to $59idgithe third quarter of 1998 from $64
during the third quarter of 1997 partially due he tontinued trend that a higher percentage ofsubscribers tend to be lower usage
customers. In addition, the properties acquireithénPTI acquisition historically have had a loweermge monthly service revenue per
customer than the Company's incumbent properties.a’erage monthly service revenue per customerfuntner decline (i) as market
penetration increases and additional lower usag®mers are activated and (ii) as competitive piressfrom current and future wireless
communications providers intensify. The Companegponding to such competitive pressures by, amtmgy things, modifying certain of
its price plans and implementing certain other pland promotions, all of which are likely to resaltower average revenue per customer.
The Company will continue to focus on customer iserand attempt to stimulate cellular usage by mtomg the availability of certain
enhanced services and by improving the qualitysogérvice through the construction of additiorel sites and other enhancements to its
system.

System operations expenses increased $2.8 mitlibri%) in the third quarter of 1998 primarily doe®4.8 million of expenses attributable
acquisitions. Such increase was partially offseal$1.7 million decrease in the amounts paid terotarriers for cellular service provided to
the Company's customers who roam in the otherezatservice areas.

General, administrative and customer service exg@eimereased $6.9 million (45.7%), of which $3.4lioxi was attributable to expenses of
entities acquired. The remainder of the increase prignarily due to a $2.4 million increase in threypsion for doubtful account:



The Company's average monthly churn rate (the ptage of cellular customers that terminate serwice 2.3% for the third quarter of 1998
and 2.2% for the third quarter of 1997.

Sales and marketing expenses increased $1.4 millib@%) in the third quarter of 1998 primarily diwe$2.8 million of expenses of entities
acquired and a $1.0 million increase in advertigrgense. Commissions paid to agents for sellingces to new customers decreased $2.8
million primarily as a result of fewer cellular tsmiadded during the third quarter of 1998 compéodtie third quarter of 1997. The Company
will continue to focus on attracting and retainliigher usage customers.

Depreciation and amortization increased $5.3 mmil({62.3%), of which $3.5 million was attributabteacquisitions. The remainder of the
increase was due primarily to a higher level ohpla service.

Other Operations
Three months
ended September 30,

1998 1997
(D ollars in thousands)
Operating revenues
Long distance $ 13,263 9,810
Call center 2,754 3,866
Other 3,873 2,578

Operating expenses
Cost of sales and operating expenses 15,797 13,337
Depreciation and amortization 812 619

Operating income $ 3,281 2,298

Other operations include the results of operat@fraibsidiaries of the Company which are not inethich the telephone or wireless segments,
including, but not limited to, the Company's nonreged long distance and call center operations. 8h5 million increase in long distance
revenues was primarily attributable to the growtlhie number of customers; the $1.1 million de@éaxall center revenues was primarily
due to the loss of two major customers in the fogaarter of 1997. The increase in other revenwesprimarily attributable to the PTI
acquisition and the acquisition of two securityraldusinesses subsequent to the third quarter@.19

Operating expenses increased due to (i) an incfe&25 million in expenses of the Company's Idigjance operations due primarily to an
increase in customers and (ii) $1.9 million of @ity expenses applicable to acquisitions. Suateases were substantially offset because (i)
the amount of intercompany profit with regulatefiliates which, in accordance with regulatory aactiog principles, was not eliminated in
connection with consolidating the results of ogerat (which acts to offset operating expenseseased $1.1 million as a result of the PTI
acquisition, and (ii) the third quarter of 1997lirded $1.7 million of costs applicable to entitsdd during 1997.

Interest Expense

Interest expense increased $30.7 million in thelthuarter of 1998 compared to the third quartek3%7 primarily due to $21.9 million of
interest expense on the borrowings used to fin#me®T| acquisition and $7.5 million of interesperse applicable to PTI's debt.

Income from Unconsolidated Cellular Entities

Earnings from unconsolidated cellular entities, afehe amortization of associated goodwill, inaed$791,000 (9.4%) primarily due to $2.2
million of earnings from interests in unconsolidhtmtities acquired in the PTI acquisition. Sudiréase was partially offset by a $1.0 mill
decrease in income due to the sale of the Compamgtrity interests in two non-strategic cellulatiges during the second quarter of 1998.

Minority Interest

Minority interest is the expense recorded by then@any to reflect the minority interest owners' ghafrthe earnings or loss of the Compa
majority-owned and operated cellular entities arajamnity-owned subsidiaries. Minority interest inased $1.8 million primarily due to a $1.0
million increase in expense related to the entdigguired in the PTI acquisition. The remaindethefincrease is primarily due to the
increased profitability of the Company's majorityreed and operated cellular entities.

Income Tax Expense



Income tax expense increased $13.4 million in hiivel quarter of 1998 compared to the third quaster997. The effective income tax rate
was 41.2%and 37.6% in the three months ended Septembei988,dnd 1997, respectively. Such increase in tleetdfe income tax rate w
primarily due to an increase in non-deductible aimation of excess cost of net assets acquireddigid attributable to the PTI acquisition.

Nine Months Ended September 30, 1998 Comparedrie Months Ended September 30, 1

Net income (excluding gain on sale or exchangesséts) for the first nine months of 1998 was $146illon compared to $112.2 milli
during the first nine months of 1997. Diluted eags per share (excluding gain on sale or exchahgssets) increased to $1.57 during the
nine months ended September 30, 1998 from $1.48gltlve nine months ended September 30, 1997 64®increase.

Nine months
ended September 30,

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

Operating income

Telephone $ 245,007 119,610

Wireless 103,859 65,752

Other 10,938 4,556

359,804 189,918

Gain on sale or exchange of assets, net 49,859 70,121
Interest expense (126,785) (33,539)
Income from unconsolidated cellular entities 25,105 21,750
Minority interest (10,264) (3,722)
Other income and expense 2,454 3,467
Income tax expense (123,610) (90,251)
Net income $ 176,563 157,744
Diluted earnings per share* $ 1.90 1.73
Average diluted shares outstanding* 93,272 91,325

* Reflects March 1998 stock split. See Note 5.

Contributions to operating revenues and operatingrme by the Company's telephone, wireless, aret oerations for the nine months
ended September 30, 1998 and 1997 were as follows:

Nine months
ended September 30,

1998 1997
Operating revenues
Telephone operations 68.9% 57.2
Wireless operations 26.3% 35.1
Other operations 4.8% 7.7
Operating income
Telephone operations 68.1% 63.0
Wireless operations 28.9% 34.6
Other operations 3.0% 2.4
Telephone Operations
Nine months

ended September 30,

(Dollars in thousands)

Operating revenues

Local service $ 243,664 98,749
Network access 462,576 217,407
Other 94,292 43,298

800,532 359,454




Operating expenses

Plant operations 176,609 73,013
Customer operations 67,956 34,674
Corporate and other 116,444 54,916
Depreciation and amortization 194,516 77,241

Operating income $ 245,007 119,610

Telephone operating income increased $125. 4 million (104.8%) due to an

increase in operating revenues of $441.1 millid®2(I%) which more than offset an increase in opggaxpenses of $315.7 million
(131.6%).

Of the $441.1 million increase in operating reven10.1 million was attributable to the propertiequired in the PTI acquisition. The
remaining $31.0 million increase in revenues watiglly due to a $6.7 million increase in amourdgseived from the federal Universal
Service Fund; a $6.5 million increase in revenuestd increased minutes of use; a $7.3 millionaase resulting from internal growth in the
number of customer access lines; and a $6.5 milfiorease in the partial recovery of increased ajpgg expenses through revenue pools in
which the Company participates with other telephcorapanies.

During the first nine months of 1998, operatingenges, exclusive of depreciation and amortizatameased $198.4 million, of which
$187.2 million was attributable to the propertiegwired in the PTI acquisition. The remainder & ifcrease in operating expenses was due
to increases in general operating expenses.

Depreciation and amortization increased $117.3anillof which $108.7 million (which includes $20llion of amortization of excess cost
of net assets acquired) was attributable to thpesti®s acquired in the PTI acquisition. The rerdairof the increase was due to higher levels
of plant in service and higher recurring ratesamnecurring depreciation charges which have beproapd for certain subsidiaries.

Wireless Operations and Income From Unconsolidate@ellular Entities

Nine months
ended September 30,

(Dollars in thousands)

Operating income - wireless operations $103,859 65,752
Minority interest (10,264) (5,140)
Income from unconsolidated cellular entities 25,105 21,750

The Company's wireless operations (discussed beteflect 100% of the results of operations of thutar entities in which the Company
has a majority ownership interest. The minoritgeast owners' share of the income of such enttiesflected 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 lessrtteamajority interest is accounted for using theitygnethod and is reflected in the Company's
Consolidated Statements of Income as "Income frooonsolidated cellular entities.” See Income frontahsolidated Cellular Entities for
additional information.

Wireless Operations
Nine months
ended September 30,

(Dollars in thousands)

Operating revenues
Service revenues $ 299,391 216,476
Equipment sales 6,308 3,996

Operating expenses
Cost of equipment sold 11,182 10,373



System operations 44,211 33,946

General, administrative and customer service 60,435 43,568
Sales and marketing 40,745 37,345
Depreciation and amortization 45,267 29,488

Operating income $ 103,859 65,752

Wireless operating income increased $38.1 milleB1@%) to $103.9 million in the first nine monthsl®98 from $65.8 million in the first
nine months of 1997. Wireless operating revenuereased $85.2 million (38.7%) while operating exgeenincreased $47.1 million (30.5%).

Of the $82.9 million increase in service reven$&2.7 million was attributable to acquisitions. Thenainder of the increase in cellular
service revenues was primarily due to the incrgasiee number of cellular customers in the Compamg¢umbent markets. The average
number of cellular units in service in majority-os¢hmarkets (exclusive of acquisitions) during th&t hine months of 1998 and 1997 was
448,000 and 391,000, respectively. Excluding adtjoiss, local and toll revenues increased $12.lionilin the first nine months of 1998 and
roaming revenues increased $8.2 million.

The average monthly cellular service revenue pstocner (including acquisitions) declined to $57idgithe first nine months of 1998 from
$62 during the first nine months of 1997 partiallye to the continued trend that a higher percertégew subscribers tend to be lower usage
customers. In addition, the properties acquireithénPTI acquisition historically have had a loweermge monthly service revenue per
customer than the Company's incumbent properties.al’erage monthly service revenue per customerfuntier decline

(i) as market penetration increases and additilonadr usage customers are activated and (ii) apettive pressures from current and future
wireless communications providers intensify. TherPany is responding to such competitive pressurearhong other things, modifying
certain of its price plans and implementing certgthner plans and promotions, all of which are ki@ result in lower average revenue per
customer. The Company will continue to focus ont@uer service and attempt to stimulate cellulageday promoting the availability of
certain enhanced services and by improving thetgualits service through the construction of aiuial cell sites and other enhancemen

its system.

System operations expenses increased $10.3 miBi@2%) in the first nine months of 1998 primadiye to $12.5 million of expenses
attributable to acquisitions. A $4.4 million decsedn the amounts paid to other carriers for callaérvice provided to the Company's
customers who roam in the other carriers' servieasawas substantially offset by a $2.1 milliorré@se in operating expenses due to an
increase in the number of cell sites.

General, administrative and customer service exgemereased $16.9 million (38.7%), of which $9i8iom was attributable to expenses of
entities acquired. The remainder of the increasepvinarily due to a $4.3 million increase in thieypsion for doubtful accounts.

The Company's average monthly churn rate (the ptage of cellular customers that terminate serweey 2.3% for the first nine months of
1998 and 1997.

Sales and marketing expenses increased $3.4 miiflihre first nine months of 1998 primarily due®®.1 million of expenses of entities
acquired, a $2.0 million increase in costs incuireselling products and services in retail locasi@nd a $1.7 million increase in advertising
expenses. Such increases were substantially affset$7.6 million reduction in commissions paidatients for selling services to new
customers primarily as a result of fewer cellulaita&iadded during the first nine months of 1998 parad to the first nine months of 1997.
The Company will continue to focus on attracting aetaining higher usage customers.

Depreciation and amortization increased $15.8 omil(53.5%), of which $10.5 million was attributalbbeacquisitions. The remainder of the
increase was due primarily to a higher level ohpla service.

Other Operations
Nine months
ended September 30,

(Dollars in thousands)

Operating revenues

Long distance $ 36,865 26,556
Call center 7,702 12,077
Competitive access - 2,499
Other 11,249 6,854

Operating expenses
Cost of sales and operating expenses 42,373 41,419



Depreciation and amortization 2,505 2,011

Operating income $ 10,938 4,556

Other operations include the results of operat@fraibsidiaries of the Company which are not inetlich the telephone or wireless segments,
including, but not limited to, the Company's conifpet access subsidiary (which was sold to Brook&FProperties, Inc. ("Brooks") in May
1997) and the Company's nonregulated long distandecall center operations. The $10.3 million iaseein long distance revenues was
attributable to the growth in the number of custmnthe $4.4 million decrease in call center reesmwas primarily due to the loss of two
major customers in the fourth quarter of 1997. iNoeease in other revenues was primarily attriblgtad the PTI acquisition and the
acquisition of two security alarm businesses sulbsegto the third quarter of 1997.

Operating expenses increased due to (i) an incfe&E).4 million in expenses of the Company's ldiggance operations due primarily to an
increase in customers and (ii) $5.9 million of @iy expenses applicable to acquisitions. Suateases were substantially offset by
decreases in operating expenses because (i) $haifie months of 1997 included $9.2 million oftsoapplicable to entities sold during 1997,
(i) the amount of intercompany profit with reguddtaffiliates which, in accordance with regulatacgounting principles, was not eliminated
in connection with consolidating the results of @b®ns (which acts to offset operating expenseseased $4.4 million as a result of the
acquisition of PTI and (iii) operating expenseshaf Company's call center business decreased $tlicnmrimarily due to the loss of two
major customers in the fourth quarter of 1997.

Interest Expense

Interest expense increased $93.2 million in thet fime months of 1998 compared to the first nimatins of 1997 primarily due to $68.6
million of interest expense on the borrowings ugefinance the PTI acquisition and $19.0 millionimterest expense applicable to PTI's debt.

Gain on Sale or Exchange of Assets, Net

In the first nine months of 1998, the Company rdedrpre-tax gains aggregating $49.9 million ($30ifion aftertax; $.33 per diluted shar
primarily due to the conversion of its investmanttie common stock of Brooks into common stock airMCom, Inc. ("WorldCom"), the
subsequent sale of 750,000 shares of WorldCom sémekthe sale of minority interests in two noratggic cellular entities. See Note 7 of
Notes to Consolidated Financial Statements fortamfgil information.

In the first nine months of 1997, the Company ssl@¢ompetitive access subsidiary to Brooks andnded a pre-tax gain of $71 million ($46
million after tax; $.50 per diluted share).

Income from Unconsolidated Cellular Entities

Earnings from unconsolidated cellular entities, afehe amortization of associated goodwill, inaed $3.4 million (15.4%) primarily due to
$5.0 million of earnings of the cellular entitiesqaired in the PTI acquisition. Such increase vatigly offset by a $1.8 million decrease 1
to the sale of the Company's minority interestisvio non-strategic cellular entities during the setquarter of 1998.

Minority Interest

Minority interest is the expense recorded by then@any to reflect the minority interest owners' ghafrthe earnings or loss of the Compa
majority-owned and operated cellular entities arajamity-owned subsidiaries. Minority interest inased $6.5 million partially due to a $2.0
million increase in expense related to the entdigguired in the PTI acquisition. The remaindethefincrease is primarily due to the
increased profitability of the Company's majorityreed and operated cellular entities.

Income Tax Expense

Income tax expense increased $33.4 million in it hine months of 1998 compared to the first mmanths of 1997 primarily due to an
increase in income before taxes. The effectivermetax rate was 41.2% and 36.4% for the nine mamided September 30, 1998 and 1997,
respectively. Such increase in the effective inceamxerate was primarily due to an increase in nededtible amortization of excess cost of
net assets acquired (goodwill) attributable toRfi¢ acquisition.

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 operations have historically providethlls source of cash flow which has helped the Gomontinue its longerm program c
capital improvements



Net cash provided by operating activities was $3Hiillion during the first nine months of 1998 coaned to $217.5 million during the fir
nine months of 1997. The Company's accompanyingalmated statements of cash flows identify majéfetences between net income and
net cash provided by operating activities for eafcthese periods. For additional information relgtto the telephone operations, wireless
operations, and other operations of the ComparyRsesults of Operations.

Net cash used in investing activities was $59.%oniland $139.3 million for the nine months endegt®mber 30, 1998 and 19!
respectively. Payments for property, plant and gaeint were $81.3 million more in the first nine rifanof 1998 than in the comparable
period during 1997. Capital expenditures for theennonths ended September 30, 1998 were $142i0mfidlr telephone, $42.8 million for
wireless and $24.2 million for other operationsad@eds from the sales of assets were $132.3 miflitlme first nine months of 1998. Cash
used in connection with acquisitions was $30.4iarilin the first nine months of 1997, most of whigas applicable to the acquisition of
telephone properties in Wisconsin.

Net cash used in financing activities was $279.Hianiduring the first nine months of 1998 compate®75.3 million during the first nir
months of 1997. Net payments of long-term debt v&®0.8 million more during the first nine montisl®98 compared to the first nine
months of 1997. During the first nine months of 89%%e Company issued an aggregate of $765 miflfaenior notes and debentures. The
net proceeds of approximately $758 million weredugereduce the bank indebtedness incurred in atimmewith the acquisition of PTI. In
addition, the Company paid approximately $40 millto settle numerous interest rate hedge conttiaatdhad been entered into in
anticipation of these debt issuances.

Revised budgeted capital expenditures for 1998 $220 million for telephone operations, $65 miflitor wireless operations and $42 mill
for corporate and other operations.

As of September 30, 1998, Century's telephone dialnsis had available for use $140.9 million of enitments for long-term financing from
the Rural Utilities Service and the Company had®5Million of undrawn committed bank lines of dted

During the first quarter of 1998, the Company esdento definitive agreements to purchase fronliaféis of Ameritech the assets of certain
local telephone and directory operations in pafrtsoothern and central Wisconsin, in exchange fipraximately $225 million cash (subject
to adjustments). The Company expects to provideldinancing for this acquisition through its camitted credit facilities and ultimately
finance this transaction with proceeds from the séithe Company's Alaska operations. In AugusB818% Company entered into a
definitive agreement to sell the stock of its Alaglperations for $415 million cash, subject tomasiadjustments.

In April 1998 the Company acquired 32 Local MulfiptaDistribution System licenses in the Federal Gamications Commission's A and B
band auction for an aggregate of $9.7 million. Tibenses acquired cover geographic areas with dted population of approximately 10.6
million. The Company has not finalized capital exgiéure or deployment plans for these systems.

OTHER MATTERS
Accounting for the Effects of Regulation

The Company currently accounts for its regulatéepteone operations in accordance with the provssamfrStatement of Financial Accounti
Standards No. 71 ("SFAS 71"), "Accounting for tHéeEts of Certain Types of Regulation.” While thegoing applicability of SFAS 71 to
the Company's telephone operations is being madtdue to the changing regulatory, competitive lagislative environments, the Comp:
believes that SFAS 71 still applies. However, passible that changes in regulation or legislatipanticipated changes in competition or in
the demand for regulated services or products amddlt in the Company's telephone operations einigbsubject to SFAS 71 in the near
future. In that event, implementation of Staten@rfEinancial Accounting Standards No. 101 ("SFA3")0'Regulated Enterprises -
Accounting for the Discontinuance of ApplicationfeASB Statement No. 71," would require the wotéof previously established regulatc
assets and liabilities, along with an adjustmertesfain accumulated depreciation accounts toaetihe difference between recorded
depreciation and the amount of depreciation thatltvbave been recorded had the Company's telepimerations not been subject to rate
regulation. Such discontinuance of the applicatibBFAS 71 would result in a material, noncash géagainst earnings which would be
reported as an extraordinary item. While the eftéémplementing SFAS 101 cannot be precisely el at this time, management belie
that the noncash, after-tax, extraordinary chargelavbe between $250 million and $300 million.

Year 2000 Readiness Disclosure

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

Thus far, the identification phase has identifieghl¥2000 issues in the following critical Companyred systems: (i) switching and
transmission hardware and software used by the @oynio route and deliver telephone calls;
(il) network support systems, including customewiee systems and (iii) billing and collection systs used by the Company to invoice



process most of its customer payments. In addittmCompany (i) receives critical services fromavders of utilities and other services to
facilities that house employees and switching,dnaission and other equipment and (i) is dependpah outside vendors for, among other
things, the provision of critical network componeand cellular billing services. The Company i astically reliant upon the systems of
other telecommunication carriers with which the @amy's systems interconnect for the routing antvelsi of telephone calls. The Compse
has also identified potential Year 2000-relateHility with respect to telephone equipment manufeed by unaffiliated parties that the
Company has sold or leased to its customers ("Gest®@remises Equipment” or "CPE"). The identifimatand planning phases of the Plan
are materially complete as they relate to Compamyea systems. As they relate to third party vendatiger telecommunications carriers and
CPE customers, the identification and planning pease on-going and are expected to be materiafhptete by first quarter 1999.

Based on work completed under the Plan to dateCtmepany currently intends to take the followingliéidnal steps under its Plan with
respect to Company-owned systems, third-party venadher telecommunications carriers, and CPEoousits:

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

o With respect to critical services provided byitigis and other third parties, the Company ishia process of contacting all such suppliers
and plans to have contacted all such suppliersbdéfi@ end of 1998. Thus far, a majority of thagepiiers contacted have responded that
their systems and service delivery mechanisms asr 2000 compliant or can be made so through dilyrawvailable modifications. The
Company plans to continue monitoring all third-gagmediation efforts and to make contingency pfanshe delivery of such services as
necessary.

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

o Finally, the Company is in the process of obtajnYear 2000 compliance information from CPE maotufieers and plans to provide this
information to the Company's business customeesity 1999. The Company plans to work with CPE nfacturers to encourage the
development of remedies for Year 2000 problemsigh®quipment and to continue working with its ousérs to identify Year 2000
problems in Customer Premises Equipment. Howekieretcan be no assurance that CPE manufactureustmmers will cooperate with the
Company's efforts to address these problems.

While the Company currently believes that it widl &ble to remediate and selectively test Compamnyedveystems in time to minimize any
detrimental effect on its operations, there candassurance that such steps will be successfiliré&ay the Company to timely and
effectively remediate its systems, or the failuferitical vendors and suppliers and other telecamications carriers to remediate affected
systems, could have a material adverse impact@@tmpany's business, financial condition, resfltsperations and prospects. Because the
impact of Year 2000 issues on the Company is nalgdependent on the mitigation efforts of partesside the Company's control, the
Company cannot assess with certainty the magnitfiday such potential adverse impact. However, dagen risk assessment work
conducted thus far, the Company believes that thet neasonably likely worst case scenario of tilarlaby the Company, its suppliers or
other telecommunications carriers with which thenpany interconnects to resolve Year 2000 issuesdhmian inability by the Company
to provide telecommunications services to the Camijsacustomers, (ii) to route and deliver telephoalés originating from or terminating
with other telecommunications carriers, (iii) tomély and accurately process service requests antb(iimely and accurately bill its
customers. In addition to lost earnings, theserfed could also result in loss of customers diwstaice interruptions and billing errors,
substantial claims by customers and CPE purchaserincreased expenses associated with Year 2@ifQibn, stabilization of operations
and executing mitigation and contingency plans.

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

Although the total costs to implement the Plan cafe precisely estimated, the Company incurretsaafs$2.5 million during the first nine
months of 1998 (none of which was related to hardwasts) and anticipates spending an aggregagpobximately $33.8 million during ti
remainder of 1998 and 1999 (which includes $20/8aniof hardware costs.) These costs will be egeehnas incurred, unless new systems
are purchased that should be capitalized in acoosd@ith generally accepted accounting principiEsne of the costs represent ongoing
investment in systems upgrades, the timing of whidieing accelerated in order to facilitate Ye@®@compliance. In some instances, such
upgrades will position the Company to provide mame better-quality services to its customers thag turrently receive. The Company
expects to fund these costs with cash providedpeyations. Cost estimates and statements of thep@uyts plans discussed above are
forward-looking statements that are derived usimg@rous assumptions of future events, many of whiieloutside the Company's control,
including the availability and future cost of trathpersonnel and various other resources, thity paodification plans, the absence of
systems requiring remediation that have not yehlukgcovered, and other facto



Regulatory Issues

In September 1998, the Federal Communications Cesiam ("FCC") initiated a proceeding to represctheeauthorized rate of return for
interstate access services provided by local exgdhaarriers ("LECs"). The FCC periodically représes this rate of return to ensure that the
service rates filed by incumbent LECs subject te od return regulation continue to be just andoeable. Responses to the FCC regarding
the represcription proceeding are due Decembe®38.1t is uncertain whether or by how much the RG&y lower the authorized rate of
return.

PART Il. OTHER INFORMATION
CENTURY TELEPHONE ENTERPRISES, INC.

Item 5. Other Information

Recently the Company discovered that the trustdts éD1(k) plan has inadvertently over the pasessl years sold shares of the Company's
common stock to plan participants in amounts tbhhstntially exceed the number of shares regisfereshle under the Company's 1992
registration statement for such plan filed under$ecurities Act of 1933, as amended. The Commaayrirently evaluating the number of
unregistered shares sold, what remedial stepayifthat it may take, and whether any of the Comjsasther plans have made any similar
unregistered sales.

Iltem 6. Exhibits and Reports on Form 8K

A. Exhibits
3(ii) Registrant's Bylaws, as amended through Gatgh 1998.

10.1 Purchase Agreement by and among ALEC Acqoisifiorporation, CenturyTel of the Northwest, Ined £enturyTel Wireless, Inc.,
dated August 14, 1998.

Pursuant to the regulations of the Securities armh&ge Commission, all schedules and exhibitsgddregoing agreement have been
intentionally omitted from this report. The foreggiagreement contains a complete listing of aledahes and exhibits. The registrant agrees
to furnish supplementary a copy of any omitted dateor exhibit to the Securities and Exchange Ca@sion upon request.

10.2 First Supplemental Indenture, dated as of Nibnex 2, 1998, to Indenture between CenturyTel @eNbrthwest, Inc. and The First
National Bank of Chicagc

11 Computations of Earnings Per Share.

27.1 Financial Data Schedule as of and for the minaths ended September 30, 1998.

27.2 Restated Financial Data Schedule as of anthéanine months ended September 30, 1997.

B. Reports on Form 8-K

There were no reports on Form 8-K filed during dnarter ended September 30, 1998.
SIGNATURE

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

CENTURY TELEPHONE ENTERPRISES, INC.

Dat e: Novenber 12, 1998 /sl R Stewart Ew ng
R Stewart Ewi ng
Seni or Vice President and
Chi ef Financial Oficer
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BYLAWS
(Amended entirely May 23, 1995)

(Amended Article |, Section I, Subsection 1.1(lddad new Subsection 1.1(0), and amended Subsdcf#orOctober 7, 1996) (Amended
Article 111, Section 1.1(B), Section 1 by addingm&ubsection 1.3, Sections 3 and 4 amended inehéirety - November 21, 1996)
(Amended Article I, Section | by adding, deletingyising or renumbering various paragraphs of Setise 1.1 and by revising Subsection
1.2 - October 7, 1998)

ARTICLE |
OFFICERS

Section 1. Required and Permitted Officers

1.1 Officers. The officers of the Corporation shmdla Chairman of the Board; a Chief Executive ¢@ffi a President; a Secretary; and a
Treasurer. The Board may elect such other offiasrthe Board may determine. An officer need na Bérector and any two or more of the
offices may be held by one person, provided, howekat a person holding more than one office maysign in more than one capacity any
certificate or any instrument required to be sighgdwo officers. The required and permitted offscand duties thereof are as follows:

A. Chairman of the Board (Chairman). The Chairmaallpreside at all meetings of the shareholdedslZirectors, ensure that all orders,
policies and resolutions of the Board are carrigdamd perform such other duties as may be prextily the Board of Directors or these
Bylaws.

B. Vice Chairman. The Board may from time to tinkeceone or more Vice Chairmen. The Vice Chairmaallserve in the absence or
inability of the Chairman to serve. In the eventhed death, resignation or permanent inabilityhef Chairman to serve, the Vice Chairman
shall automatically succeed to the office of Chainnantil such time as the Board of Directors dugcts a new Chairman. In the event that
there is more than one Vice Chairmen, then thewinehas served in that capacity for the longesbpesf time shall serve in the absence of
the Chairman or assume the office of Chairmanhesase may be.

C. Chief Executive Officer (CEO). The CEO, subjecthe powers of the Chairman and the supervisidheoBoard of Directors, shall have
general supervision, direction and control of theibess and affairs of the Corporation. He may,gecute and deliver in the name of the
Corporation powers of attorney, contracts, bondsather obligations and shall perform such othdiedias may be prescribed from time to
time by the Board of Directors or these Bylaws. Tt shall have general supervision and directfdheofficers of the Corporation and
such powers as may be reasonably incident to ssgonsibilities except where the supervision anection of an officer is delegated
expressly to another by the Board of Directorshese Bylaws. Without limiting the generality of tfeeegoing the CEO shall establish the
annual salaries of each non-executive officer efGlorporation, unless otherwise directed by the@®and the annual salaries of each officer
of the Corporation's subsidiaries, unless otherdiszrted by the respective boards of directorsugh subsidiaries.
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D. President. The President may sign, execute alinkd in the name of the Corporation powers ofraiy, contracts, bonds, and other
obligations and shall perform such other dutiesiag be prescribed from time to time by the Boar®éctors, the Chairman, the CEO, or
these Bylaws.

E. Chief Operating Officer (COQ). The COO, subjecthe powers of the CEO and the supervision oBbard of Directors, shall manage
day-to-day operations of the Corporation, shalfqren such other duties as may be prescribed batdad of Directors or the CEO, and shall
have the general powers and duties usually vestd#tkichief operating officer of a corporation. Méitit limiting the generality of the
foregoing, the COO shall supervise and direct ghgroofficer designated by the CEO and shall hdveuah powers as may be reasonably
incident to such responsibilities. He may sign,oete and deliver in the name of the Corporationgrsvef attorney, contracts, and bonds.

F. Chief Financial Officer. The Chief Financial @#r shall be the principal financial officer oktiCorporation. He shall manage the financial
affairs of the Corporation and direct the actiata the Treasurer, Controller and other officesponsible for the Corporation's finances. He
shall be responsible for all internal and extefimancial reporting. He may sign, execute and @elim the name of the Corporation powers of
attorney, contracts, bonds, and other obligationsshall perform such other duties as may be plestfrom time to time by the Board of
Directors or by these Bylaws.

G. General Counsel. The General Counsel shallieetti responsible for advising the Board of Digrst the Corporation, and all its officers
and employees in all matters affecting the legliaf of the Corporation. He shall determine thechtor and, if necessary, select outside
counsel to represent the Corporation and apprdJees in connection with their representation.dfall also have such other powers, duties
and authority as may be prescribed to him from tionéme by the CEO, the Board of Directors, orsthadylaws.

H. Treasurer. As directed by the Chief Financidic@f, the Treasurer shall have general custodlldhe funds and securities of the
Corporation. He may sign, with the CEO, Presid€hief Financial Officer or such other person orspeis as may be designated for the
purpose by the Board of Directors, all bills of bange or promissory notes of the Corporation. Hdl gierform such other duties as may be
prescribed from time to time by the Chief Finan€¥ficer or these Bylaws.

I. Controller. As directed by the Chief Financidfi€er, the Controller shall be responsible for tte/elopment and maintenance of the
accounting systems used by the Corporation arsiifisidiaries. The Controller shall be authorizenfriplement policies and procedures to
ensure that the Corporation and its subsidiarigataia internal accounting control systems desigioggrovide reasonable assurance that the
accounting records accurately reflect business#éetions and that such transactions are in accoedaith management's authorization.
Additionally, as directed by the Chief Financialfioér, the Controller shall be responsible for ined and external financial reporting for the
Corporation and its subsidiaries.

J. Assistant Treasurer. The Assistant Treasurdlrtsnze such powers and perform such duties asheassigned by the Treasurer. In the
absence or disability of the Treasurer, the Assistacasurer shall perform the duties and exetbisg@owers of the Treasurer.

-2



K. Secretary. The Secretary shall keep the minoitel meetings of the shareholders, the Boardioédors and its committees or
subcommittees. He shall cause notice to be giveneaftings of shareholders, of the Board of Directord of any committee or subcommit
of the Board. He shall have custody of the corgosatl and general charge of the records, docurardtpapers of the Corporation not
pertaining to the duties vested in other officarksich shall at all reasonable times be open t@kamination of any Director. He may sign or
execute contracts with any other officer thereumtthorized in the name of the Corporation and dffexseal of Corporation thereto. He shall
perform such other duties as may be prescribed firmen to time by the Board of Directors or thesdaBys.

L. Assistant Secretary. The Assistant Secretarlf Bage powers and perform such duties as may &igraed by the Secretary. In the absence
or disability of the Secretary, the Assistant Seggeshall perform the duties and exercise the pswethe Secretary.

M. Executive Vice President(s). The Executive WRresident(s), if any, shall assist the CEO in disgimg the duties of that office in any
manner requested and perform any other duties gbmprescribed by the CEO, the Board of Directorthese Bylaws.

N. Senior Vice President(s). The Senior Vice Prsis) shall perform such duties as may be prestiiitom time to time by the Board
Directors, by the CEO, or by these Bylaws (or, wéhpect to any Senior Vice President(s) who reporthe COO, by the COO).

0. Vice President(s). The Vice President(s) shaliehsuch powers and perform such duties as magdignad to them by the Board of
Directors, the CEO, the President, or any Execufiee President, Senior Vice President or otheceffto whom they report. A Vice
President may sign and execute contracts and olfigations pertaining to the regular course ofchiies.

P. Assistant Vice President(s). The Assistant Videresident(s) shall have

such powers and perform such duties as may benasktg them by the Board of Directors, the CEO Rhesident or the officer to whom th
report. An Assistant Vice President may sign anetate contracts and other obligations pertaininfpéaegular course of his duties.

1.2 Executive Officer Group. The Executive Offi€aroup shall be comprised of the Chairman of therBae Chief Executive Officer, the
President, the Chief Operating Officer, and eackddkive or Senior Vice President.
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Section 2. Election and Removal of Officers

2.1 Election. The officers shall be elected anryuayl the Board of Directors at its first meetindidaving the annual meeting of the
shareholders and, at any time, the Board may reraony@fficer (with or without cause, and regardlekany contractual obligation to such
officer) and fill a vacancy in any office, but aalection to, removal from or appointment to filacancy in any office, and the determination
of the terms of employment thereof, shall requie d@ffirmative votes of (a) a majority of the Ditexs then in office and (b) a majority of the
Continuing Directors, voting as a separate group.

2.2 Removal. In addition, the Chief Executive Odfics empowered in his sole discretion to removeuspend any officer or other employee
of the Corporation who (a) fails to respond satifely to the Corporation respecting any inquigythe Corporation for information to enal

it to make any certification required by the Fetdl€@ammunications Commission under the Anti-Drug a&u\ct of 1988, (b) is arrested or
convicted of any offense concerning the distributio possession of, or trafficking in, drugs oresthontrolled substances, or (c) the Chief
Executive Officer believes to have been engagextiions that could lead to such an arrest or coiovic

ARTICLE II

BOARD OF DIRECTORS

Section 1. Powers

In addition to the powers and authorities by thggkaws expressly conferred upon it, the Board akbBliors may exercise all such powers of
the Corporation and do all such lawful acts andghias are not by statute or by the Articles obifporation or by these Bylaws required tc
exercised or done by the shareholders.

Section 2. Organizational and Regular Meetings

The Board of Directors shall hold an annual orgatigmal meeting, without notice, immediately folliog the adjournment of the annual
meeting of the shareholders and shall hold a regudgeting on the first Tuesday after the twentik in the months of February, May,
August and November of each year. The Secretalygkia not less than five days' written noticestach Director of all regular meetings,
which notice shall state the time and place ofrtieeting.

Section 3. Special Meetings

3.1 Call of Special Meetings. Special meetingshefBoard of Directors may be called by the Chairwiahe Board or, if he is absent or
unable or unwilling to act, by the President. Uploa written request of any two Directors delivetedhe Chairman of the Board, the
President or the Secretary of the Corporation egigbmeeting shall be called.
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3.2 Notice. Written notice of the time and placespécial meetings shall be delivered personalthédDirectors or sent to each Director by
letter or by telegram, charges prepaid, addresshiht at his address shown in the Corporation'sro=c In case such notice is mailed or
telegraphed, it shall be deposited in the UnitedeStmail at least 72 hours prior to the meetindetivered to an overnight mail delivery
service or to the telegraph company in the plagcehich the principal office of the corporation achted at least 48 hours prior to the mee
In case such notice is personally delivered as alpoovided, it shall be so delivered at least 2driprior to the meeting. The foregoing
notwithstanding, if the Chairman or the Presidéwtisdetermine, in his sole discretion, that theject of the special meeting is urgent and
must be considered by the Board without delay ceatiay be given by personal delivery or by teleghoot less than 12 hours prior to the
time set for the meeting, provided a confirminggghm or overnight letter is sent to the Directmmtemporaneously. Such mailing,
telegraphing, telephoning or personal deliverylasva provided shall be due, legal and personateati such Director.

Section 4. Waiver of Notice

Any Director may waive notice of a meeting by vaittwaiver executed either before or after the mgeirectors present at any regular or

special meeting shall be deemed to have receivedatuo have waived, notice thereof, provided thdirector who participates in a meeting
by telephone shall not be deemed to have receivadived due notice if, at the beginning of the tireg he objects to the transaction of any
business because the meeting is not lawfully called

Section 5. Quorum

A majority of the authorized number of Directorsfiaed by or pursuant to the Articles of Incorpaoatshall be necessary to constitute a
qguorum for the transaction of business, providedydver, that a minority of the Directors, in thesabce of a quorum, may adjourn from time
to time, but may not transact any business. If@gu is present when the meeting convened, thetdiepresent may continue to do
business, taking action by vote of a majority gfuarum, until adjournment, notwithstanding the diéwal of enough directors to leave less
than a quorum or the refusal of any director presenote.

Section 6. Notice of Adjournment

Notice of the time and place of holding an adjodrme=eting need not be given to absent Directdiseitime and place is fixed at the meet
adjourned.

Section 7. Written Consents

Anything to the contrary contained in these Bylawwswvithstanding, any action required or permitiedhé taken by the Board of Directors
may be taken without a meeting, if all membershefBoard of Directors shall individually or collaetly consent in writing to such action.
Such written consent or consents shall be fileth Wit minutes of the proceedings of the Board. Swtion by written consent shall have the
same force and effect as a unanimous vote of sirelttdrs at a meeting.
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Section 8. Voting

At all meetings of the Board, each Director presdwall have one vote. At all meetings of the Boatlbguestions, the manner of deciding
which is not otherwise specifically regulated by |dhe Articles of Incorporation or these Bylawsak be determined by a majority of the
Directors present at the meeting, provided, howeabeat any shares of other corporations owned eyObrporation shall be voted only
pursuant to resolutions duly adopted upon therafftive votes of (a) 80% of the Directors then ificefand (b) a majority of the Continuing
Directors, voting as a separate group.

Section 9. Use of Communications Equipment

Meetings of the Board of Directors may be held Bans of telephone conference calls or similar comacations equipment provided that
persons participating in the meeting can hear antheunicate with each other.

Section 10. Indemnification

10.1 Definitions. As used in this Section:

(a) The term "Expenses" shall mean any expensessts (including, without limitation, attorney'sfe judgments, punitive or exemplary
damages, fines and amounts paid in settlemerahyfof the foregoing amounts paid on behalf of mdigee are not deductible by Indemni
for federal or state income tax purposes, the Gatmm will reimburse Indemnitee for tax liabilityith respect thereto by paying to
Indemnitee an amount which, after taking into actdaxes on such amount, equals Indemnitee's iremtahtax liability.

(b) The term "Claim" shall mean any threateneddpenor completed claim, action, suit, or procegdinhether civil, criminal,
administrative or investigative and whether madgjally or extra-judicially, or any separate issarematter therein, as the context requires.

(c) The term "Determining Body" shall mean (i) taaeembers of the Board of Directors who are notathas parties to the Claim for which
indemnification is being sought ("Impartial Dirergt), if there are at least three Impartial Dirgst@r (i) a committee of at least three
directors appointed by the Board of Directors (rdtgss of whether the members of the Board of Barscvoting on such appointment are
Impartial Directors) and composed of Impartial Btags or (iii) if there are fewer than three ImparDirectors or if the Board of Directors or
a committee appointed thereby so directs (regasdieshether the members thereof are Impartialdins), independent legal counsel, wi
may be the regular outside counsel of the Corpmrati

(d) The term "Indemnitee" shall mean each direatat officer and each former director and officethaf Corporation.

10.2 Indemnity. (a) To the extent any Expensesriecuby Indemnitee are in excess of the amountshaised or indemnified pursuant to
policies of liability insurance maintained by ther@oration, the Corporation shall indemnify anddhishrmless Indemnitee against any such
Expenses actually and reasonably incurred in cdimmewith any Claim against Indemnitee (whetheaasibject of or party to, or a proposed
or threatened subject of or party to, the Claimhorhich Indemnitee is involved solely as a withes person required to give evidence, by
reason of his position (i) as a director or offioéthe Corporation, (ii) as a director or offiadrany subsidiary of the Corporation or as a
fiduciary with respect to any employee benefit ptéithe Corporation, or (iii) as a director, officemployee or agent of another corporation,
partnership, limited liability company, joint vem#y trust or other for-profit or not-for-profit étyt or enterprise, if such position is or was held
at the request of the Corporation, whether relatingervice in such position before or after tifeative date of this Section 10, if (i) the
Indemnitee is successful in his defense of thenClaii the merits or otherwise or (ii) the Indemnites been found by the Determining Body
(acting in good faith) to have met the Standar@afiduct; provided that (a) the amount of Expensesvhich the Corporation shall indemr
Indemnitee may be reduced by the Determining Bodsuth amount as it deems proper if it determinggbd faith that the Claim involved
the receipt of a personal benefit by Indemnitee (@hao indemnification shall be made in respecimf Claim as to which Indemnitee shall
have been adjudged by a court of competent jutisdicafter exhaustion of all appeals therefromhediable for willful or intentional
misconduct in the performance of his duty to thepBeation or to have obtained an improper benefitess, and only to the extent that, a
court shall determine upon application that, desybie adjudication of liability but in view of @he circumstances of the case, the Indemnitee
is fairly and reasonably entitled to indemnity saich Expenses as the court shall deem proper;randipd further that, if the Claim involves
Indemnitee by reason of his position with an ertitgnterprise described in clause (ii) or (iiitlis Section 10.2(a) and if Indemnitee may
entitled to indemnification with respect to suchai@i from such entity or enterprise, Indemnitee Idbalentitled to indemnification hereunder
only (x) if he has applied to such entity or enteg for indemnification with respect to the Claamd (y) to the extent that indemnification to
which he would be entitled hereunder but for thisvso exceeds the indemnification paid by sucteoéntity or enterprise.

(b) For purposes of this Section, the Standardarfddct is met when conduct by an Indemnitee wispeet to which a Claim is asserted was
conduct that he reasonably believed to be in, bopposed to, the best interest of the Corporatad, in the case of a Claim which is a
criminal action or proceeding, conduct that theeimaitee had no reasonable cause to believe wasfuhld he termination of any Claim by
judgment, order, settlement, conviction, or upgiea of nolo contendere or its equivalent, shal] abitself, create a presumption tl
Indemnitee did not meet the Standard of Conduct.

(c) Promptly upon becoming aware of the existerf@ng Claim, Indemnitee shall notify the Chief Enéiee Officer of the existence of the
Claim, who shall promptly advise the members ofBlard of Directors thereof and that establishirgDetermining Body will be a matter
presented at the next regularly scheduled meefitigedBoard of Directors. After the Determining Bodlas been established the Chief
Executive Officer shall inform Indemnitee thereafldndemnitee shall immediately notify the DeteriminBody of all facts relevant to t



Claim known to such Indemnitee. Within 60 dayshaf teceipt of such notice and information, togethign such additional information as
the Determining Body may request of Indemnitee Reéermining Body shall report to Indemnitee ofdetermination whether Indemnitee
has met the Standard of Conduct. The DeterminindyBoay extend the period of time for determiningetiter the Standard of Conduct has
been met, but in no event shall such period of timextended beyond an additional 60 days.

(d) If, after determining that the Standard of Cactchas been met, the Determining Body obtainsfativhich it was not aware at the time it
made such determination, the Determining Body ®n motion, after notifying the Indemnitee andyiing him an opportunity to be
heard, may, on the basis of such facts, revoke detdrmination, provided that, in the absence tfaldraud by Indemnitee, no such
revocation may be made later than 30 days aftat @iisposition of the Claim.
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(e) Indemnitee shall promptly inform the Determ@iBody upon his becoming aware of any relevansfact theretofore provided by him to
the Determining Body, unless the Determining Bodyg bbtained such facts by other means.

(f) In the case of any Claim not involving a propdsthreatened or pending criminal proceedind (idemnitee has, in the good faith
judgment of the Determining Body, met the Stanadr@onduct, the Corporation may, in its sole digore assume all responsibility for t|
defense of the Claim, and, in any event, the Cagmm and Indemnitee each shall keep the otherriméd as to the progress of the defense of
the Claim, including prompt disclosure of any prsais for settlement; provided that if the Corpanatis a party to the Claim and Indemnitee
reasonably determines that there is a conflict betwthe positions of the Corporation and Indemnitiéle respect to the Claim, then
Indemnitee shall be entitled to conduct his defenigle counsel of his choice; and provided furthettindemnitee shall in any event be
entitled at his expense to employ counsel chosemrhyto participate in the defense of the Claing &) the Corporation shall fairly consider
any proposals by Indemnitee for settlement of tta@nC If the Corporation proposes a settlemenhefClaim and such settlement is
acceptable to the person asserting the Claim o€dnporation believes a settlement proposed byp#nson asserting the Claim should be
accepted, it shall inform Indemnitee of the terrhsuxh proposed settlement and shall fix a readerddie by which Indemnitee shall
respond. If Indemnitee agrees to such terms, heestexute such documents as shall be necessanghe final the settlement. If Indemnitee
does not agree with such terms, Indemnitee mayeprbwith the defense of the Claim in any mannesho®ses, provided that if Indemnitee
is not successful on the merits or otherwise, thgp@ration's obligation to indemnify such Indemaites to any Expenses incurred by
following his disagreement shall be limited to tesser of (A) the total Expenses incurred by Indéserfollowing his decision not to agree to
such proposed settlement or (B) the amount thaCtirporation would have paid pursuant to the tesfrtke proposed settlement. If, howe
the proposed settlement would impose upon Indemaity requirement to act or refrain from acting thauld materially interfere with the
conduct of Indemnitee’s affairs, Indemnitee shalpbrmitted to refuse such settlement and procéhdie defense of the Claim, if he so
desires, at the Corporation's expense in accordaiticghe terms and conditions of these Bylaws wiithregard to the limitations imposed by
the immediately preceding sentence. In any eveatCorporation shall not be obligated to indemiifyemnitee for an amount paid in
settlement that the Corporation has not approved.

(9) In the case of a Claim involving a proposededitened or pending criminal proceeding, Indemrstesd! be entitled to conduct the defense
of the Claim and to make all decisions with resyleeteto, with counsel of his choice; provided tihat Corporation shall not be obligated to
indemnify Indemnitee for an amount paid in settlatrtbat the Corporation has not approved.

(h) After notification to the Corporation of theistence of a Claim, Indemnitee may from time togtimquest of the Chief Executive Officer
or, if the Chief Executive Officer is a party t@tRlaim as to which indemnification is being soygimy officer who is not a party to the Cle
and who is designated by the Chief Executive Offitlee "Disbursing Officer"), which designation ##ze made promptly after receipt of the
initial request, that the Corporation advance ttemnitee the Expenses (other than fines, pengliiégments or amounts paid in settlement)
that he incurs in pursuing a defense of the Claiior o the time that the Determining Body deteresinwhether the Standard of Conduct has
been met. The Disbursing Officer shall pay to Indae® the amount requested (regardless of Indegisig@parent ability to repay the funds)
upon receipt of an undertaking by or on behalfnofemnitee to repay such amount if it shall ultiryab®e determined that he is not entitled to
be indemnified by the Corporation under the circtamses, provided that if the Disbursing Officer sloet believe such amount to be

-8



reasonable, he shall advance the amount deemeithiip lbe reasonable and Indemnitee may apply djréxthe Determining Body for the
remainder of the amount requested.

(i) After a determination that the Standard of Qactchas been met, for so long as and to the ettiahthe Corporation is required to
indemnify Indemnitee under these Bylaws, the piiowis of Paragraph (h) shall continue to apply wébpect to Expenses incurred after such
time except that (i) no undertaking shall be regghiof Indemnitee and (ii) the Disbursing Officeablpay to Indemnitee the amount of any
fines, penalties or judgments against him whichehiaecome final for which the Corporation is obleghto indemnify him or any amount of
indemnification ordered to be paid to him by a ¢tour

() Any determination by the Corporation with respt settlement of a Claim shall be made by theeeining Body.

(k) The Corporation and Indemnitee shall keep amrftial to the extent permitted by law and theluéiary obligations all facts and
determinations provided pursuant to or arisingaduhe operation of these Bylaws and the Corponatiod Indemnitee shall instruct its or his
agents and employees to do likewise.

10.3 Enforcement. (a) The rights provided by trest®n shall be enforceable by Indemnitee in anyrtoof competent jurisdiction.

(b) If Indemnitee seeks a judicial adjudicatiorhef rights under this Section, Indemnitee shakititled to recover from the Corporation, ¢
shall be indemnified by the Corporation againsy, and all Expenses actually and reasonably incusyelim in connection with such
proceeding, but only if he prevails therein. I§litall be determined that Indemnitee is entitlecet®ive part but not all of the relief sought,
then Indemnitee shall be entitled to be reimbufeedll Expenses incurred by him in connection vétith proceeding if the indemnification
amount to which he is determined to be entitleceerls 50% of the amount of his claim. Otherwise Bkgenses sought incurred by
Indemnitee in connection with such judicial adjudion shall be appropriately prorated.

(c) In any judicial proceeding described in thibsection, the Corporation shall bear the burdegrafing that Indemnitee is not entitled to
Expenses sought with respect to any Claim.

10.4 Saving Clause. If any provision of this Seti®determined by a court having jurisdiction otrex matter to require the Corporation to
do or refrain from doing any act that is in viotatiof applicable law, the court shall be empoweéeeshodify or reform such provision so that,
as modified or reformed, such provision providesriaximum indemnification permitted by law and spobvision, as so modified or
reformed, and the balance of this Section, shafigdied in accordance with their terms. Withomtiting the generality of the foregoing, if
any portion of this Section shall be invalidatedamy ground, the Corporation shall neverthelessrimdfy and Indemnitee to the full extent
permitted by any applicable portion of this Sectibat shall not have been invalidated and to tHeskient permitted by law with respect to
that portion that has been invalidated.

10.5 Non-Exclusivity. (a) The indemnification analypnent of Expenses provided by or granted purdoathis Section shall not be deemed
exclusive of any other rights to which Indemnite®i may become entitled under any statute, awicliecorporation, bylaw, authorization of
shareholders or directors, agreement or otherwise.
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(b) It is the intent of the Corporation by this See to indemnify and hold harmless Indemniteehi® fullest extent permitted by law, so the
applicable law would permit the Corporation to pdevbroader indemnification rights than are culsepérmitted, the Corporation shall
indemnify and hold harmless Indemnitee to the fitlextent permitted by applicable law notwithstagdihat the other terms of this Section
would provide for lesser indemnification.

10.6 Successors and Assigns. This Section shalinoitng upon the Corporation, its successors asigjas, and shall inure to the benefit of
Indemnitee’s heirs, personal representatives, ssigres and to the benefit of the Corporation,utscessors and assigns.

10.7 Indemnification of Other Persons. The Corponatnay indemnify any person not a director orafiof the Corporation to the extent
authorized by the Board of Directors or a commitiethe Board expressly authorized by the BoarBioéctors.

Section 11. Certain Qualifications

No person shall be eligible for nomination, eleatar service as a director of the Corporation whallg(i) in the opinion of the Board
Directors fail to respond satisfactorily to the fomation respecting any inquiry of the Corporafioninformation to enable the Corporatior
make any certification required by the Federal Camications Commission under the Anti-Drug Abuse #fc1988 or to determine the
eligibility of such persons under this section} iave been arrested or convicted of any offenseemming the distribution or possession of, or
trafficking in, drugs or other controlled substasigarovided that in the case of an arrest the BoaRirectors may in its discretion determine
that notwithstanding such arrest such persons sdrakin eligible under this Section; or (iii) haategaged in actions that could lead to suc
arrest or conviction and that the Board of Direstdetermines would make it unwise for such persaetve as a director of the Corporation.
Any person serving as a director of the Corporasioall automatically cease to be a director on slath as he ceases to have the
qualifications set forth in this Section, and hisiion shall be considered vacant within the maguoif the Articles of Incorporation of the
Corporation.

ARTICLE Ill
COMMITTEES

Section 1. Committees

1.1 Standing Committees. The Board of Directordl $tave six standing committees, the names, funstend powers of each of which shall
be as follows:

A. The Executive Committee shall consist of nosl#san three Directors, one of whom shall be thai@ian of the Board, who shall also
serve as chairman of the Executive Committee. €duh extent permitted by law and the Articleslio€orporation, the Executive Committee
shall have and may exercise all of the powers®Bbard in the management of the business andsaéfaithe Corporation when the Board is
not in session.
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B. The Compensation Committee shall consist ofdwmore Directors (the exact number of which shalket from time to time by the
Board), none of whom shall be a current or fornfécer or employee of the Corporation or any ofdtdsidiaries. The Compensation
Committee is empowered to:

1. after receiving and considering the recommendatof the Chief Executive Officer, determine frime to time the salary of the
Corporation's executive officers (as defined intlBacl.2 of Article | of these Bylaws) and the fe¥ghe Corporation's directors;

2. administer each of the Corporation's incentmmgensation plans and stock-based plans (inclutiri83 Restricted Stock Plan, Key
Employee Incentive Compensation Plan, 1988 Incerfiempensation Program, 1990 Incentive CompensRtiogram, 1995 Incentive
Compensation Plan and any successor plans), ancisxall powers provided for in such plans;

3. approve any (i) proposed plan or arrangemeetioff or providing any benefits to one or moreha €orporation's executive officers or
directors (other than any plan or arrangement ioigelbenefits that do not discriminate in scopentepr operation in favor of executive
officers or directors and that are generally alddldo all salaried employees) and (ii) proposeé@ament or change to any such plan or
arrangement;

4. approve any (i) proposed employment or severaon&act between the Corporation and an execoffieer or proposed executive officer
thereof and (ii) proposed extension or material rroneent thereto;

5. issue executive compensation reports to thedatipn's shareholders in the manner required uth@erules and regulations of the U.S.
Securities and Exchange Commission;

6. retain independent consultants and legal advistio will report directly to the Compensation Coittee and be paid with funds of the
Corporation; and

7. if requested by the Board, (i) review, determon@pprove the compensation of any non-execufifieeo of the Corporation or any officer
of the Corporation's subsidiaries, (ii) review,atatine or approve any proposed amendments, cotitnitsuor changes to any of the
Corporation's employee benefit plans, welfare plarsirance or other benefit arrangements thatatréirectly administered or monitored by
the Compensation Committee pursuant to the powarged in paragraphs 2 and 3 above, and (iii) per&uch other services as may be
delegated to it by the Board.

No action of the type described in paragrap- 6 shall be valid unless it has been approvedbyompensation Committee or a duly-
authorized subcommittee thereof. All actions of @@npensation Committee or any subcommittee thestealf be subject to ratification by
the full Board of Directors unless the Compensa@ommittee or the subcommittee reasonably detesritreet submitting a matter to the full
Board of Directors for ratification would be
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prohibited by, or contrary to the intents and psesoof, any laws, rules, or regulations that regoircontemplate that such matter be
authorized by independent directors.

C. The Nominating Committee shall consist of twaramre Directors and shall perform the following dtians:

1. To consider and recommend to the Board nomifugeddection by shareholders or for appointmenth®/remaining Directors to fill
vacancies on the Board;

2. To review and consider the performance of amé¢ommend the appointment or reappointment ofefé of the Corporation.

D. The Audit Committee shall consist of two or m@rieectors, none of whom shall otherwise be empldyg the Corporation, and shall have
the following responsibilities:

1. To recommend to the Board the engagement ohalige of the Corporation's independent auditotsdimancial statements;

2. To direct and supervise all investigations mtatters relating to or rising from the performance results of each independent audit;
3. To review with the Corporation's independentitandhe plan and results of each independent adjagement;

4. To review the scope, adequacy and results gEtrporation's internal auditing procedures;

5. To review and to approve or disapprove eachieio be performed for the Corporation by the petedent auditor before such service is
performed; except that the Committee is authorteguermit the President or the Chief Financial &ffito engage the independent auditor or
perform any category of service specified by then@ittee under circumstances deemed appropriateeofadit Committee;

6. To review the degree of independence of thepiaddent auditor;

7. To consider the range of audit and non-audg;faad

8. To review the adequacy of the Corporation'sesygtf internal accounting controls.

E. The Insurance Evaluation Committee shall cordistvo or more Directors, and shall have the folltg responsibilities:

1. To review periodically the Corporation's inswamprograms and to advise and recommend any aigiemed appropriate with respect
thereto; and

2. To review periodically the Corporation's inswwameeds and to advise and recommend any actiomedegppropriate with respect thereto.
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F. The Shareholder Relations Committee shall con$iree or more non-officer directors and shalWe the authority of the Board of
Directors with respect to investigating, inquirimgo and considering issues related to certainetiwders' interest and rights and considering
and acting upon shareholder matters as assigroed time to time, by the Chairman of the Board.

1.2 Special Purpose Committees. The Board may dm¢hon an ad hoc basis special pricing committeesnnection with the issuance of
securities or such other special purpose commitisasay be necessary or appropriate in connectibrtiie Board's management of the
business and affairs of the Corporation.

1.3 Subcommittees. As necessary or appropriaté, @abe standing committees listed in Sectionmaly organize a standing or ad hoc
subcommittee for such purposes within the scopts glowers as it sees fit, and may delegate to subbhommittee any of its powers as may
be necessary or appropriate to enable such subdteerto discharge its duties and responsibilies; such subcommittee shall be compc
of two or more members of the standing committeehEsubcommittee member shall hold office durirggtérm designated by the standing
committee, provided that such term shall autombyi¢apse if such member ceases to be a membéeatanding committee or fails to meet
any other qualifications that may be imposed bysth@ding committee.

Section 2. Appointment and Removal of Committee Mern

Subject to Section 5 below, Directors shall be amed to or removed from a committee only upondffemative votes of:
1. A majority of the Directors then in office; and

2. A majority of the Continuing Directors, voting a separate group.

Each member of a committee shall hold office duthmgterm designated by the Board.

Section 3. Procedures for Committees

Each Committee and subcommittee shall keep wrnttgites of its meetings. All action taken by a cadttee or any of its subcommittees
shall be reported to the Board of Directors ah@st meeting, whether regular or special. Failorkgep written minutes or to make such a
report shall not affect the validity of action takey a committee or subcommittee. Each committeibcommittee may adopt such
regulations (not inconsistent with the Articleslioéorporation, these Bylaws or any regulations Bjgecfor such committee by the Board of
Directors or for such subcommittee by the standimmmittee that authorized its organization undetiSe 1.3) as it shall deem necessary for
the proper conduct of its functions and the peréooe of its responsibilities.

Section 4. Meetings

A majority of the members of any committee or subnuttee shall constitute a quorum and action byagonity (or by any super-majority
required by law, the Articles of Incorporation, skeeBylaws or any applicable resolution adoptedheyBoard of Directors) of a quorum at ¢
meeting of a committee or subcommittee shall bendgkaction by the committee or subcommittee. Th@@ittee or subcommittee may a
take action without meeting if all members theremfisent in writing thereto. Meetings of a commitbesubcommittee may be held by
telephone conference
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calls or other communications equipment providezhgserson participating may hear and be heardltlar meeting participants.

Section 5. Authority of Chairman to Appoint Comraés

Whenever the Board of Directors is not in sesdioa,Chairman may fill vacancies in any committesd may create such new committees as
he deems necessary or useful and appoint Diregtonsembers thereof. Any such action by the Chair@uath any action taken by such new
committee, shall be subject to ratification or gigval by the Board at its next meeting.

ARTICLE IV
SHAREHOLDERS' MEETINGS

Section 1. Place of Meetings

Unless otherwise required by law or thesel®ys, all meetings of the shareholders shall bd aethe principal office of the Corporation ol
such other place, within or without the State ofiistana, as may be designated by the Board of irec

Section 2. Annual Meeting

An annual meeting of the shareholders shall be belthe date and at the time as the Board of irecthall designate for the purpose of
electing directors and for the transaction of soitter business as may be properly brought befereneting. If no annual shareholders’
meeting is held for a period of 18 months, any shaider may call such meeting to be held at thistegd office of the Corporation as
shown on the records of the Secretary of StatheoBtate of Louisiana.

Section 3. Special Meetings

Special meetings of the shareholders, for any me&po purposes, may be called by the ChairmaneoBtard, the President or the Board of
Directors. Subject to the terms of any outstandiags or series of Preferred Stock that entitleshtbiders thereof to call special meetings, the
holders of a majority of the Total Voting Power k& required to cause the Secretary of the Caitpmr to call a special meeting of
shareholders pursuant to La. R.S. 12:73B (or angessor provision). Such requests of shareholdass state the specific purpose or
purposes of the proposed special meeting, andusiedss to be brought before such meeting by theebblders shall be limited to such
purpose or purposes.
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Section 4. Notice of Meetings

Except as otherwise provided by law, the authorjzexdon or persons calling a shareholders' meshiatj cause written notice of the time :
place of the meeting to be given to all sharehsldérrecord entitled to vote at such meeting atlé@ days and not more than 60 days pri
the day fixed for the meeting. Notice of the anrmakting need not state the purpose or purposesothenless action is to be taken at the
meeting as to which notice is required by law,Alngcles of Incorporation or the Bylaws. Notice @Gpecial meeting shall state the purpo:
purposes thereof. Any previously scheduled meeifrige shareholders may be postponed, and (unies&lpd otherwise by law or the
Articles of Incorporation) any special meeting loé shareholders may be canceled, by resolutiadmeoBoard of Directors upon public notice
given prior to the date previously scheduled fatsmeeting of shareholders.

Section 5. Notice of Shareholder Nominations anar&tolder Business

5.1 Business Brought Before Meetings. At any meetifithe shareholders, only such business shalbhducted as shall have been properly
brought before the meeting. Nominations for thet@a of directors at a meeting at which directams to be elected may be made by or at the
direction of the Board of Directors, or a committkgy appointed thereby, or by any shareholdeeobrd entitled to vote generally for the
election of directors who complies with the proceduset forth below. Other matters to be properbyubht before a meeting of the
shareholders must be (a) specified in the noticaedting (or any supplement thereto) given by ahairection of the Board of Directors,
including matters covered by Rule 14a-8 of the 8es and Exchange Commission, (b) otherwise piggrought before the meeting by or
at the direction of the Board of Directors, or dtherwise properly brought before the meeting by strareholder of record entitled to vote at
such meeting who complies with the procedurescsét below.

5.2 Required Notice. A notice of the intent of argholder to make a nomination or to bring any othatter before the meeting shall be m
in writing and received by the Secretary of theg@oation not more than 210 days and not less tBasays in advance of the first annivers
of the preceding year's annual meeting of sharehsldr, in the event of a special meeting of shadans or an annual meeting scheduled to
be held either 30 days earlier or later than suctiversary date, such notice shall be receivedbySecretary of the Corporation within 15
days of the earlier of the date on which noticewfh meeting is first mailed to shareholders ofliputisclosure of the meeting date is made.
In no event shall the public announcement of anwdment of a shareholders' meeting commence aimenperiod for the giving of a
shareholder's notice as described above.

5.3 Contents of Notice. Every such notice by aahalder shall set forth:

(a) the name, age, business address and residmidigss of the shareholder of record who intemdsake a nomination or bring up any ol
matter, and any beneficial owner or other persdimgén concert with such shareholder;

(b) a representation that the shareholder is aehaifirecord of shares of the Corporation's capitatk that accord such shareholder the v¢
rights specified in paragraph 5.1 above and tteasttareholder intends to appear in person at tledimgeo make the nomination or bring up
the matter specified in the notice;

(c) with respect to notice of an intent to makeoenmation, a description of all agreements, arramggs or understandings among the
shareholder, any person acting in concert withstregeholder, each proposed nominee and any otremmper persons (naming such perso
persons) pursuant to which the nomination or notigna are to be made by the shareholder;
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(d) with respect to notice of an intent to makeoenmation, (i) the name, age, business addressesidential address of each person prop
for nomination, (ii) the principal occupation or plmyment of such person,

(iii) the class and number of shares of capitatistf the Corporation of which such person is thaddicial owner, and (iv) any other
information relating to such person that would éguired to be disclosed in a proxy statement flleduant to the proxy rules of the
Securities and Exchange Commission had such norbime® nominated by the Board of Directors; and

(e) with respect to notice of an intent to bringamy other matter, a complete and accurate dearipf the matter, the reasons for conduc
such business at the meeting, and any materiaksiten the matter of the shareholder and the dakbwner, if any, on whose behalf the
proposal is made.

5.4 Other Required Information. Notice of an intentnake a nomination shall be accompanied by tlitsew consent of each nominee to
serve as a director of the Corporation if so ekbeted an affidavit of each such nominee certifitimaf he meets the qualifications specified in
Section 11 of Article Il of these Bylaws. The Coraiion may require any proposed nominee to fureigth other information or certificatio
as may be reasonably required by the Corporatialetermine the eligibility and qualifications ofcsuperson to serve as a director.

5.5 Disqualification of Certain Proposals. Withpest to any proposal by a shareholder to bringreedaneeting any matter other than the
nomination of directors, the following shall govern

(a) If the Secretary of the Corporation has reabsficient notice of a proposal that may propdémybrought before the meeting, a proposal
sufficient notice of which is subsequently receildhe Secretary and that is substantially duplieaof the first proposal shall not be
properly brought before the meeting. If in the jodmt of the Board of Directors a proposal dealé witbstantially the same subject matter as
a prior proposal submitted to shareholders at aingebeld within the preceding five years, it shradk be properly brought before any mee
held within three years after the latest such previsubmission if (i) the proposal was submittedrdy one meeting during such preceding
period and it received affirmative votes representess than 3% of the total number of votes castgard thereto, (ii) the proposal was
submitted at only two meetings during such preaggieriod and it received at the time of its secsmimission affirmative votes represent
less than 6% of the total number of votes castgard thereto, or (iii) the proposal was submittethree or more meetings during such
preceding period and it received at the time offaitsst submission affirmative votes representass than 10% of the total number of votes
cast in regard thereto.

(b) Notwithstanding compliance with all of the pedures set forth above in this Section, no propsisal be deemed to be properly brought
before a meeting of shareholders if, in the judgneéhe Board, it is not a proper subject for aetby shareholders under Louisiana law.

5.6 Power to Disregard Proposals. At the meetinghafeholders, the chairman shall declare outdsraand disregard any nomination or
other matter not presented in accordance withdhegbing procedures or which is otherwise conttartpe foregoing terms and conditions.
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5.7 Rights of Shareholders Under Federal Proxy 2Nething in this Section shall be deemed to nyaalify rights or obligations of
shareholders with respect to requesting inclusfqraposals in the Corporation's proxy statemergaticiting their own proxies pursuant to
the proxy rules of the Securities and Exchange Cission.

5.8 Rights of Preferred Shareholders. Nothing is 8ection shall be deemed to modify any righteadflers of any outstanding class or series
of Preferred Stock to elect directors or bring otinatters before a shareholders' meeting in thenevaspecified by the terms and conditions
governing such stock.

Section 6. Quorum

6.1 Establishment of Quorum. At all meetings ofrshalders,the holders of a majority of the Totatikg@ Power shall constitute a quorum to
organize the meeting, provided, however, that straeeting the notice of which sets forth any mattet, by law or the Articles of
Incorporation, must be approved by the affirmatiote of the holders of a specified percentage aess of a majority of the Total Voting
Power present or represented at the shareholdeesing, the holders of that specified percentagdl shnstitute a quorum, and further
provided that when specified business is to bedvoteby a class or series of stock voting as asgcthg holders of a majority of the voting
power of such class or series shall constitutecaigm of such class or series for the transacticguoh business. Shares of Voting Stock as to
which the holders have voted or abstained frommgptvith respect to any matter considered at a mgetr which are subject to Non-Votes
(as defined in Section 6.3 below), shall be coumateg@resent for purposes of constituting a quouorganize a meeting.

6.2 Withdrawal. If a quorum is present or represérat a duly organized meeting, such meeting matirage to do business until
adjournment, notwithstanding the withdrawal of egloshareholders to leave less than a quorum, aethsal of any shareholders present to
vote.

6.3 Non-Votes. As used in these Bylaws,"Non-Vot®ll mean the number of votes as to which therdelgolder or proxy holder of shares
of Capital Stock has been precluded from votingetbe (whether by law, regulations of the Securiéied Exchange Commission, rules or
bylaws of any national securities exchange or oslefrregulatory organization, or otherwise), irdthg without limitation votes as to which
brokers may not or do not exercise discretionatinggpower under the rules of the New York Stockltange with respect to any matter for
which the broker has not received voting instrutdifrom the beneficial owner of the voting shares.

Section 7. Voting Power Present or Represented

For purposes of determining the amount of TotalinpPower present or represented at any annuglemiad meeting of shareholders with
respect to voting on any particular matter, shase® which the holders have abstained from votind, shares which are subject to Non-
Votes (as defined in Section 6.3), will be treaasdcot present and not cast.

Section 8. Voting Requirements

When a quorum is present at any meeting, the idteecholders of a majority of the Total Voting Pempresent in person or represented by
proxy shall decide any question brought before snebting, unless the question is one upon whictexpyess provision of law or the Artic
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of Incorporation, a different vote is requiredwhich case such express provision shall governcanttol the decision of such question.
Directors shall be elected by plurality vote.

Section 9. Proxies

At any meeting of the shareholders, every sharehndidving the right to vote shall be entitled téevim person or by proxy appointed by an
instrument in writing subscribed by such sharehotael bearing a date not more than 11 months fritire meeting, unless the instrument
provides for a longer period, but in no case willautstanding proxy be valid for longer than thyears from the date of its execution. The
person appointed as proxy need not be a sharehufitlee Corporation.

Section 10. Adjournments

10.1 Adjournments of Meetings. Adjournments of anyual or special meeting of shareholders mayKkentavithout new notice being given
unless a new record date is fixed for the adjoumedting, but any meeting at which directors areat@lected shall be adjourned only from
day to day until such directors shall have beeatete

10.2 Lack of Quorum.If a meeting cannot be orgahizecause a quorum has not attended, those preagradjourn the meeting to such ti
and place as they may determine, subject, howavéne provisions of Section 10.1 hereof. In theecaf any meeting called for the election
of directors, those who attend the second of sdiuaned meetings, although less that a quorunixead fn Section 6.1 hereof, shall
nevertheless constitute a quorum for the purposdeating directors.

Section 11. Written Consents

Any action required or permitted to be taken at angual or special meeting of shareholders magkentonly upon the vote of the
shareholders, present in person or representedlipyadthorized proxy, at an annual or special nmgetiuly noticed and called, as provided in
these Bylaws, and may not be taken by a writterseohof the shareholders pursuant to the Businegso@ation Law of the State of
Louisiana.

Section 12. List of Shareholders

At every meeting of shareholders, a list of shalddrs entitled to vote, arranged alphabetically esdified by the Secretary or by the ager
the Corporation having charge of transfers of shaleowing the number and class of shares helddly shareholder on the record date for
the meeting, shall be produced on the requestythareholder.

Section 13. Procedure at Shareholders' Meetings

The Chairman of the Board, or in his absence, tice €hairman, shall preside as chairman at allediwders' meetings. The organization of
each shareholders' meeting and all matters rel&gitige manner of conducting the meeting shalldterdhined by the chairman, including the
order of business, the conduct of discussion aedrthnner of voting. Meetings shall be conducteal imanner designed to accomplish the
business of the meeting in a prompt and orderlyifesand to be fair and equitable to all sharehrsldeut it shall not be necessary to follow
Roberts' Rules of Order or any other manual ofigaentary procedure.
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ARTICLE V
CERTIFICATES OF STOCK

Certificates of stock issued by the Corporatiorldfemnumbered and shall be entered into the bobkise Corporation as they are issued.
They shall exhibit the holder's name and numbethafes and shall be signed by the President oVimeyPresident and by the Treasurer,
Secretary or any Assistant Secretary, all in thamearequired by law.

ARTICLE VI
REGISTERED SHAREHOLDERS

The Corporation shall be entitled to treat the bBolaf record of any share or shares of stock abdlder in fact thereof and accordingly shall
not be bound to recognize any beneficial, equitablather claim to or interest in such share onpéue of any other person, whether or not it
shall have express or other notice thereof, exagixpressly provided by the laws of Louisiana.

ARTICLE VII
LOSS OF CERTIFICATE

Any person claiming a certificate of stock to bstlor destroyed shall make an affidavit or affinotof that fact, and the Board of Directors,
the General Counsel or the Secretary may, in hits aiscretion, require the owner of the lost e$tloyed certificate or his legal
representative, to give the Corporation a bonduicth sum as the Board of Directors, the Generah€slor the Secretary may require, to
indemnify the Corporation against any claim thayrba made against the Corporation on account oditbged loss or destruction of any
such certificate; a new certificate of the sametemd for the same number of shares as the cegedllto be lost or destroyed, may be issued
without requiring any bond when, in the judgmenthaf Board of Directors, the General Counsel oiSberetary, it is proper to do so.

ARTICLE VI
CHECKS

All checks, drafts and notes of the Corporatiorldi@signed by such officer or officers or suchestperson or persons as the Board of
Directors may from time to time designate.

ARTICLE IX
DIVIDENDS

Dividends upon the capital stock of the Corporat&ubject to the provisions of the Articles of Inporation, if any, may be declared by the
Board of Directors at any regular or special mejmpursuant to law.
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ARTICLE X
INAPPLICABILITY OF LOUISIANA CONTROL SHARE STATUTE

Effective May 23, 1995, the provisions of La. R18:135 through 12:140.2 shall not apply to congtwre acquisitions of shares of the
Corporation's Capital Stock.

ARTICLE Xl
CERTAIN DEFINITIONS

The terms Capital Stock, Continuing Directors, Thating Power and Voting Stock shall have the niegs ascribed to them in the Articles
of Incorporation, provided, however, that for pusps of Sections 3 and 6 of Article IV of these BydaTotal Voting Power shall mean the
total number of votes that holders of Capital Stark entitled to cast generally in the electiodioéctors.

ARTICLE Xl
AMENDMENTS
These Bylaws may only be altered, amended or redéalthe manner specified in the Articles of Inpmation.
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Exhibit 10.1

EXECUTION COPY
STRICTLY CONFIDENTIAL

PURCHASE AGREEMENT
BY AND AMONG
ALEC ACQUISITION CORPORATION,
CENTURYTEL OF THE NORTHWEST, INC.
AND
CENTURYTEL WIRELESS, INC.

DATED AUGUST 14, 1998
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PURCHASE AGREEMENT

This Purchase Agreement (this "Agreement”) is matteentered into as of the 14th day of August, 189&nd among ALEC Acquisition
Corporation, a Delaware corporation ("Buyer"), &@hturyTel of the Northwest, Inc., f/k/a Pacificl@@m, Inc., a Washington corporation
("CNI") and CenturyTel Wireless, Inc., flk/a Centuellunet, Inc., a Louisiana corporation ("CWHith CNI's and CWI's offices at 100
Century Park Drive, Monroe, Louisiana, 71203. CNdl £&W!I are sometimes hereinafter referred to intigly as "Seller" or collectively as
"Sellers".

WITNESSETH:

WHEREAS, Century Telephone Enterprises, Inc., aisiana corporation ("Parent"), owns, directly adinectly, all of the issued and
outstanding shares of capital stock of CNI and Camt] CNI and CWI own all of the issued and outstamghares of capital stock of
Telephone Utilities of Alaska Inc., Telephone Uiés of the Northland, Inc., PTI CommunicationsAtdiska, Inc., Pacific Telecom Cellular
Alaska, Inc. and Pacific Telecom of Alaska PCS, (oollectively the "Alaska Entities");

WHEREAS, Sellers desire to sell and Buyer deswgsurchase all of the issued and outstanding sludieapital stock of the Alaska Entities
(the "Purchase Transactions");

WHEREAS, the Boards of Directors of CNI, CWI andyBuhave determined that this Agreement is in st terest of their respective
corporations and shareholders.

NOW, THEREFORE, in consideration of the mutual esgntations, warranties, covenants and agreemantismmed herein the parties her
agree as follows:
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SECTION 1
DEFINITIONS

1.1 Defined Terms. For all purposes of this Agreemmexcept as otherwise expressly provided heteims defined above in the preamble
and recitals shall have the meanings set forttethemd the following terms shall have the meansejsorth below:

"Affiliate" means (unless otherwise provided hejeimith respect to any Person, any other Persandivactly or indirectly, through one or
more intermediaries, controls, is controlled byisounder common control with, such Person.

"Affiliated Group" means any affiliated group withihe meaning of Section 1504(a) of the Code orsamjlar group defined under a similar
provision of state, local or foreign law.

"Alaska Entity" or "Alaska Entities" means, indivally, any one of, or collectively, all of, the lmlving corporations listed below:

Telephone Utilities of Alaska, Inc. Telephone Uis of the Northland, Inc. PTI Communications dégka, Inc. ("PTIC") Pacific Telecom
Cellular of Alaska, Inc. ("PTC") and its wholly-owd subsidiary:

Pacific Telecom Cellular of Alaska RSA #1, Inc.
Pacific Telecom of Alaska PCS, Inc.

"Alaska Entity Employee" means any employee acgfieehployed by the Alaska Entities as of the Cloddage and shall not include any
employee of an Alaska Entity who is retired or vition long-term disability leave on the Closing ®at

"Alaska PCS Licenses" means, individually, any ofjer collectively,all of, the following PCS Licsas:
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BTA NAME

B014 Anchorage, Alaska
B136 Fairbanks, Alaska
B221 Juneau-Ketchikan, Alaska

"Alaska Stock" means all of the issued and outstandapital stock of the Alaska Entities.
"Alaska Telco Entity" or "Alaska Telco Entities" ieues, individually, any one of, or collectively, af, the following corporations:
Telephone Utilities of Alaska, Inc. Telephone Ui#s of the Northland, Inc. PTI Communications dégka, Inc.

"Applicable Law" means any federal, state, or I{damestic or foreign) statute, law, rule, regaator ordinance or any judgment, order,
writ, injunction or decree of any Governmental Bnto which a specified Person or property is scibje

"APUC" means the Alaska Public Utilities Commission

"APUC Licenses" means all licenses, permits, frised) certificates, consents, approvals and otlteoazations issued by the APUC, anc
applications therefor, together with any renewakensions or modifications thereof and additidreséto.

"Basic Trading Area" or "BTA" shall mean a servarea designated as such in the Broadband PCS Ree@t®n Order issued by the FCC.
"Budget” shall mean the approved 1998 capital edjperes and operating budget of the Alaska Entiigtgched hereto as Schedule 1.1.

"Business" shall mean the operations and businegthse Alaska Entities conducted in the State lafska, including, without limitation, the
provision of local exchange telephone serviceslu@elService, PCS (including any services or ofi@na related to the Alaska PCS
Licenses), or any other services in Alaska, as goted since December 1, 1997, taken as a whole.

"Cellular Service" means the provision of celluladio telephone service pursuant to authority geibly the FCC under the Communications
Act and the regulations promulgated thereunder.
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"Closing" means the closing of the transactiongemplated by this Agreement, to be scheduled afttlih@ccordance with
Section 2.3.

"Closing Date" means the date on which the Closicaurs, as determined in accordance with Secti®dn 2.

"Closing Instruments" means, with respect to anyyHzereto, all of the agreements, certificatesigrations, acknowledgments, releases,
documents and other instruments to be delivereslibip Party at or prior to the Closing, pursuar§éctions 8, 9 or 10.

"Code" means the Internal Revenue Code of 198&mesnded.

"Combined Intercompany Receivable" means the neuatowed by the Sellers and their Affiliates te thlaska Entities, on a combined
basis, netting all amounts that are Intercompangodnts, as of August 31, 1998.

"Communications Act" shall mean the Communicatidosof 1934, as amended, including the Telecommatiios Act of 1996.

"Contract(s)" means, with respect to any specifledson, any written or oral, contract, agreemeaté, or commitment to which such Person
or its properties are legally bound, or under wtiohh Person is legally obligated, whether on aolalte or contingent basis.

"DOJ" means the U.S. Department of Justice.

"Employee Benefit Plan" means each plan or agreethahany Alaska Entity maintains, administerstipgates in, contributes to, or has .
absolute or continent liability with respect to,usrder which any employees of an Alaska Entityipigiate or benefit, that is (i) an "employee
welfare benefit plan,” as defined in Section 3{lERISA ("Employee Welfare Benefit Plan™), (ii) damployee pension benefit plan," as
defined in Section 3(2) of ERISA, but excludingy@multiemployer plans" ("Employee Pension Ben&f&n"), (iii) a "multiemployer plan,"”
as defined in Section 4001(a)(3) and 3(37) of ER(®Aultiemployer Plan"), (iv) a voluntary employeéd&eneficiary association and related
trusts ("VEBA") or (v) a retirement or deferred copemsation plan, incentive compensation plan, psbiitring plan, stock purchase plan, s
option plan, stock appreciation plan, restrictaxtlst unemployment compensation plan, chance irrgbptan, vacation pay, sick pay, death
benefit, severance pay, bonus or benefit arranggmmadical, medical reimbursement, post retirenmesatth, dental, disability, insurance or
hospitalization program or benefit or any othende benefit arrangement for any director, offiegnployee, consultant or agent, whether
active or retired, and whether pursuant to contgalan or any other legally binding
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arrangement, custom or understanding, that doesomstitute an Employee Welfare Benefit Plan, EiypgdoPension Benefit Plan,
Multiemployer Plan or VEBA.

"Encumbrances" means any and all liens, chargedgpk, options, mortgages, rights of refusal, deéttsist, security interests, claims,
transfer restrictions, easements, title defectd,aher restrictions or encumbrances of every tymdescription, whether choate or inchoate
and whether imposed by law, contract or otherwfsang kind whatsoever.

"ERISA" means the Employee Retirement Income StcGt of 1974, as amended.
"FCC" means the Federal Communications Commission.

"FCC Licenses" means all licenses, permits, fresesyicertificates, consents, approvals and othboazations issued by the FCC (including
the Alaska PCS Licenses), and all applicationseffoer together with any renewals, extensions orifitadions thereof and additions thereto.

"FTC" means the Federal Trade Commission.
"GAAP" means United States generally accepted atomyprinciples applied on a basis consistent wiibr accounting periods.

"Governmental Entity" means any court or tribumaany jurisdiction (domestic or foreign) or any pajpgovernmental, legislative or
regulatory body, agency, department, commissioaydydureau, or other authority or instrumentglitymestic or foreign), including but not
limited to the DOJ, FCC, FTC, IRS or the APUC.

"HSR Act" means the Hart-Scott-Rodino Antitrust hmpements Act of 1976, as amended.

"Indebtedness" means all debt obligations (whéfbreprincipal, interest, premium, fees or otherwasel whether classified as current or long-
term) for or arising under (i) borrowed money (indihg all notes payable and all obligations evidgehloy bonds, debentures, notes or other
similar instruments) or purchase money indebtedr{@gsall reimbursement obligations under lettefsredit, bankers' acceptances and
similar instruments (whether or not matured) @ii)obligations under conditional sale or othdetietention agreements relating to property
purchased, (iv) any saleaseback obligations or lease obligations thativba required to be capitalized in accordance B8AP or (v) any
guarantee or assumption of any of the foregoinglanses (i) through (iv) or guaranty to
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maintain minimum equity or capital in any Persorany similar obligation.
"IRS" means the Internal Revenue Service.

"Knowledge" means, with respect to any Seller, @ldtnowledge of W. Bruce Hanks, R. Stewart Ewing,[DJavid D. Cole, Kenneth R. Cole,
Nick Bowman, Calvin Simshaw, Murray Greer, Mary @ungham, Chris Watkins and Gary Perlebx

"Losses" shall have the meaning given it in Secfi¢h
"Material" means material to the Alaska Entitiegken as a whole.

"Material Adverse Effect" means any effect thatiaterially adverse to the business, assets, piepeifihancial condition or results of
operations of the Alaska Entities, taken as a whole

"Material Contract" means any Contract of the tgpscribed in the first sentence of Section 3.1dngrother Contract the termination of
which would be reasonably likely to have a Matefidiverse Effect.

"Material Indebtedness" means Indebtedness in exafes500,000 and including all indebtedness ireior assumed pursuant to the
Consolidating Telephone Loan Contract, dated aupé 1, 1987, between Telephone Utilities of thetiNand, Inc., United States of Amer
and Rural Telephone Bank, as amended, modifiedmplemented to date.

"Net Working Capital" means current assets minusect liabilities, in each case, determined in adaace with GAAP on a combined basis,
but shall exclude all intercompany payables, irdarpany receivables and other intercompany accduooligctively, the "Intercompany
Accounts") between any Alaska Entity, on the onedhand Sellers or any Affiliate of Sellers (othigain the Alaska Entities), on the other
hand. For the purposes of this definition, curienbme Taxes payable are not to be included asclmtgpany Account.

"Party" or "Parties" means, individually, CNI, C\fl Buyer and, collectively, CNI, CWI and Buyer.

"PCS" or "Broadband PCS" means the provision o$@eal communications services in the 2GHz bandsyaunt to authority granted by the
FCC under the Communications Act and the regulatmomulgated thereunder.

"PCS License" or "Broadband PCS License" shall naag Block Broadband 10 MHz PCS Permit grantethey=CC to construct and/or
operate a
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telecommunications system to provide PCS in aqddf Basic Trading Area.

"Permits" mean permits, licenses, franchises, fa@ates, consents, approvals, and other authasizaissued or granted by Governmental
Entities, including all FCC Licenses, all APUC Lises and all such other authorizations issuedantegd by the FCC or the APUC.

"Person" means any individual, corporation, paghgr, limited liability company, joint venture, assation, joint-stock company, trust,
enterprise, unincorporated organization, Governaidttity, or other entity.

"Proceedings" means any and all actions, suitgjigs investigations or other proceedings by dotgeany arbitrator, court or Governmer
Entity.

"Purchase Price" Purchase Price shall have theingegiven to it in Section 2.2(a) hereof.

"Subsidiary" means, with respect to any entity, aogporation at least 50% of whose outstandingigosiecurities are owned, directly or
indirectly, by such entity or any partnership, joenture or other entity at least 50% of whosaltetjuity interest is directly or indirectly
owned by such entity.

"Tax(es)" means any federal, state, local, or tpréncome, gross receipts, license, payroll, emplent, excise, severance, stamp, occupa
premium, windfall profits, environmental (includitgxes under Code Sec. 59A), customs, duties,atapick, franchise, profits, withholdir
social security (or similar), unemployment, disépjlreal property, personal property, sales, tre@sfer, registration, value added, alternative
or add-on minimum, hearing impaired, 911 surchaggémated, or other tax or levy, including aneiest, penalty, or addition thereto,
whether disputed or not.

"Tax Return" means any return, declaration, refaim for refund, or information return or staterheelating to Taxes, including any
schedule or attachment thereto, and including amgralment thereof.

1.2 Singular and Plural. Defined terms in this Agment shall also mean in the singular number thapland in the plural number the
singular.

1.3 Capitalized Terms. In addition to such termarasdefined in the preamble and recitals to tlgge@ment and in Section 1.1, any other
capitalized term appearing herein shall have thaning ascribed to it in the
Section in which it is defined.

-7-



SECTION 2

SALE OF PROPERTIES

2.1 Purchase and Sale. Subject to the terms artiticors hereof, and in reliance upon the represiomts, warranties, covenants and
agreements herein, at the Closing, Sellers agrselitand deliver to Buyer and Buyer agrees tolpase, accept and pay for, all of Sellers'
right, title and interest in and to the Alaska &tdicee and clear of all Encumbrances.

2.2 Purchase Price; Adjustments.

(a) As consideration for the Alaska Stock, Buydi pay to Sellers the sum of $415,000,000 (the tRase Price"), adjusted pursuant to
Section 2.2(b) below.

(b) The Purchase Price shall be adjusted (i)upward®wnwards,on a dollar-for-dollar basis by theoant that Net Working Capital of the
Alaska Entities as of August 31, 1998 is eithepsitive or negative number, respectively; (ii) davands, on a dollar-for-dollar basis by an
amount equal to the amount of all long-term lidle§ as of August 31, 1998 (excluding the curremtipn of long-term Indebtedness) of the
Alaska Entities; (i) upwards or downwards, onalar-for-dollar basis, by the amount that actugpital expenditures of the Alaska Entities
have been greater or less than $18,199,000, iagheegate, from January 1, 1998 until August 3981®/) downwards,on a dollar-for-dollar
basis,by the aggregate amount of dividends paithéylaska Entities to Sellers pursuant to Sec®@fc);(v) upwards, on a dollar-for-dollar
basis by the amount of Advances (as defined befloat)Sellers make to the Alaska Entities from Audis 1998 until the Closing that have
not been repaid prior to the Closing;(vi) upwaimisa dollar for dollar basis, by an amount equ&38,333.00 per day for each day from
August 31,
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1998 through the day prior to the Closing Date; @#ijl upwards, on a dollar-for-dollar basis, bethstimated Income Tax Amount (as
defined in Section 7.2) (the aggregate net amolihteoadjustments pursuant to subsection§i{j)above being referred to as the "Adjustm
Amount" and the aggregate net amount of the adpstsrpursuant to (iv)-(vii) being the "Additionah#ount”).

(c) In the event the Net Working Capital of the #¢da Entities at August 31, 1998 exceeds $2,000 5éllers and Buyer will cooperate to
allow the Alaska Entities to pay cash dividendSéllers between September 1, 1998 and the Clositg @vithout any negative tax impact
on the Alaska Entities or Buyer) equal to the anmidoywhich Net Working Capital as of August 31, 8¥xceeds $2,000,000.

(d) On the Closing Date, Buyer shall pay to Sejlbyswire transfer(s) of immediately available fsrtd the account(s) specified by Sellers:
() in the event that, on or prior to the Closingt®, the Adjustment Amount has been finally andcumively determined pursuant to this
Section 2.2, the Purchase Price, as adjusted b&djustment Amount and the Additional Amount, or

(i) in the event that, as of the Closing Date, Atfustment Amount has not been finally and conigkly determined pursuant to this Section
2.2, the Purchase Price as adjusted by the Additidmount and as adjusted by the Estimated AdjustrAenount (as de- fined below);
provided that, within five (5) business days of &ingl, binding, and conclusive determination of thdjustment Amount (whether through
non-objection, agreement, or otherwise), Buyer and
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Sellers shall recalculate the Purchase Price adjust the Adjustment Amount and the Additional Amount. If the Asffnent Amount is les
than the Estimated Adjustment Amount, Sellers ghrainptly pay to Buyer such difference (withoutirgst). If, on the other hand, the
Adjustment Amount is more than the Estimated Adnesit Amount, then Buyer shall promptly pay the antaf such excess (without
interest) to Sellers.

(e) As soon as practicable,but in no event laten tiovember 30, 1998, Sellers shall prepare a amddialance sheet of the Alaska Entities
as of August 31, 1998 (including the notes therihi®,"Signing Date Balance Sheet"). The Signinge®Bslance Sheet shall be prepared in
accordance with GAAP and shall be accompanieddpeaial report of KPMG Peat Marwick ("KPMG"), Selteindependent public
accountants, resulting from agreed-upon procechggermed pertinent to the individual compo- nesftdlet Working Capital (the "Special
Report"). Buyer and Sellers agree to work togeihepecifying the agreed-upon procedures to beopadd by KPMG no later than
September 15, 1998. Sellers shall also prepareificae (the "Calculation Certificate") settingrth the amount (and the underlying
calculation thereof) estimated to be the Adjustnfenbunt (the "Estimated Adjustment Amount"). Sedlshall deliver copies of the Signing
Date Balance Sheet, Special Report and the Caloul&ertificate to Buyer promptly after they hawseh prepared. Upon receipt of the
Signing Date Balance Sheet, Special Report anduadicn Certificate, Buyer shall have thirty (3@yd to notify Sellers in writing of any
objections that they may have to such Calcu- la@ertificate. If no written objection is deliverég Buyer to Sellers within such thirty (30)
day period, the Calculation Certificate
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shall conclusively be deemed to have been agreew lnp the Parties and shall be final, binding amkctusive with respect to all Parties
hereto, and shall not be subject to review, absemifest error. If, on the other hand, Buyer gitnegly notice of their objections to the
Calculation Certificate, Sellers and Buyer shak@pt to resolve any disputed matters by negogjatirgood faith and attempting to agree in
writing as to the Adjustment Amount. If Sellers a@alyer are unable to agree within fifteen (15) diags the date of delivery of Buyer's
written objection, then Buyer and Sellers shallmsitlany disputed matters to a nationally recognaecbunting firm mutually acceptable to
both Buyer and Sellers (which shall not be anyifiedtpublic accounting firm retained within thegtawo (2) years by either Buyer (or its
majority shareholder), or Sellers to audit thegprective financial statements). If Buyer and Sslare unable to agree on a nationally
recognized accounting firm within ten (10) dayddaling the expiration of such fifteen (15) day petj then Sellers on the one hand and
Buyer on the other shall each select a nationalbpgnized accounting firm (which shall not be aestified public accounting firm retained
within the past two (2) years by either Buyer fsrmajority shareholder) or Sellers to audit thegpective financial statements), and the two
firms selected shall together select a third natilgrrecognized accounting firm (which shall notdey certified public accounting firm
retained within the past two (2) years by eithey@uwr Sellers to audit their respective finanstatements), to resolve the dispute. If the two
accounting firms selected by the Parties are urtalbdgree within thirty (30) days on a third acciirug firm to resolve the dispute, then either
Buyer or Sellers may commence court proceedingsitoe a nationally recognized accounting firm (wrsbhll not be any certified public
accounting firm retained
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within the past two (2) years by either Buyer ollé3s to audit their respective financial staternsgnib resolve the dispute. The accounting
firm selected hereunder to resolve the disputd sieglte a final determination as soon as reasorablgticable of the actual amount of the
disputed matters, which will be provided in writitgeach Party, and its resolution shall be finahclusive and binding, on all Parties to this
Agreement and shall not be subject to judicialeenviEach of the Parties agrees to execute, if sacgsa reasonable engagement letter with
the accounting firm selected to resolve the dispailifees, costs, and expenses of the accountingsfselected pursuant to this Section shall
be borne equally by Buyer, on the one hand, anl@iSebn the other hand.

2.3 Signing and Closing. The signing of this Agreatwill take place at the offices of Boles, Bofe&yan in Monroe, Louisiana. The
Closing of the transactions contemplated hereihtakle place at the offices of Wachtell, Lipton,sea & Katz in New York, New York
beginning at 10:00 a.m. local time on the firstibass day of the month following the month in whikb satis- faction or waiver of all
conditions to the obligations of the Parties setfin Sections 8.7 and 9.6 occurs, or, if not thatisfied, as soon thereafter as all other
conditions in Sections 8 and 9 have been satisfiedaived. The date on which the Closing occurdl &lzaknown as the "Closing Date".
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SECTION 3

REPRESENTATIONS AND WARRANTIES OF SELLERS

For the purpose of inducing Buyer to enter intg thgreement, Sellers hereby make the followingeegntations and warranties to Buyer.

3.1 Organization and Qualification of Sellers. G&& corporation duly incorporated, validly exigtiand in good standing under the laws of
the State of Washington. CWI is a corporation dngorporated, validly existing, and in good stamgdimder the laws of the State of
Louisiana. Each Seller possesses full corporateepawd authority to carry on the business in wihtich presently engaged, to own, lease and
operate its properties and to enter into and perits obligations under this Agreement.

3.2 Authorization of Agreement. The respective Bigaof Directors of Parent and each Seller have dpproved and authorized the execu
and delivery of this Agreement and the consummatfadhe Purchase Transactions, and no other cagpraceedings on the part of Parent
or any Seller are necessary to approve or auththr@execution and delivery of this Agreement bifeBg or the consummation by Sellers of
the Purchase Transactions. Assuming due executinery and performance of this Agreement by Butfes Agreement constitutes a valid
and legally binding obligation of each Seller, enémble in accordance with its terms, except ashedimited by applicable bankruptcy,
insolvency, reorganization, moratorium or otherdanf general application relating to or affectimgditors' rights and the application of
equitable principles in any action, legal or edpita

3.3 Alaska Entities. Schedule 3.3 sets forth &nlispf each of the Alaska Entities, their respeeiiwisdictions of incorporation and each
Seller's equity interest therein.
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3.4 Organization and Qualification of the Alaskaifi®s. Except as disclosed on Schedule 3.4, ehttiecAlaska Entities is duly incorporated
and validly existing and in good standing (to tleeat such jurisdictions provide evidence of gotahding) under the laws of the jurisdiction
of its incorporation. Each Alaska Entity possedaéisorporate power and authority to carry on bhusiness in which it is presently engaged
and to own, lease and operate its properties. Exasegisclosed on Schedule 3.4 no Alaska Entityfdidedd to qualify as a foreign corporation
in any state or jurisdiction where the nature sfittivities or the character or location of iteg@rties requires such qualification.

3.5 Capital Stock and Equity Interests. The AlaBkéties each have an authorized capitalizationtbachumber of issued and outstanding
shares as set forth on Schedule 3.5 hereto. Afleofssued and outstanding shares of Alaska

Stock are owned, directly or indirectly, by eitl@\I or CWI, as listed on Schedule 3.5, have bedy authorized and are duly and validly
issued and outstanding, fully paid and nonassessabtl are owned of record and beneficially byegit®NI or CWI, except as indicated on
Schedule 3.5, free and clear of any and all Encant®s. There are no outstanding options, warrargther rights of any nature providing
the purchase, issuance or sale of any stock obathe Alaska Entities, and there are no outstajmdecurities or debt obligations of any of
Alaska Entities or any of the Sellers convertilimior exchangeable for shares of capital stoaqoity interests of any of Alaska Entities.
Upon the consummation of the transactions contetegblacreby, Buyer will acquire direct lawful titie all of the stock of the Alaska Entiti¢
free and clear of all Encumbrances of any kind sbexer.

3.6 Organizational Documents. Sellers have deltv&weBuyer true,correct and complete copies ofth@)articles or certificates of
incorporation of each Seller and each Alaska
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Entity, together with all amendments thereto, atifezd by the Secretary of State of their respertorporate domiciles and (ii) the bylaws of
each Seller and each Alaska Entity as currentdffiect, as certified by the respective Secretaryaah such entity.

3.7 Financial Statements. Except as disclosed bedide 3.7, Sellers have delivered to Buyer troeect and complete copies of the
unaudited (except as specified below) balance stz statements of income of each of the Alaskii€nfor the year ending December 31,
1997 (the "1997 Financial Statements") and have @ddivered to Buyer true, correct and completdeopf unaudited balance sheets and
income statements for the Alaska Entities, asrad, far the interim period ending, on June 30, 1@B8 "Interim Financial Statements" and,
together with the 1997 Financial Statements, thedificial Statements"). The 1997 Financial StatemfamtTelephone Utilities of the
Northland, Inc. have been audited by Deloitte & dtoi LLP, certified public accountants, and a cofpiyscstatement of cash flows, statem
of changes in shareholders' equity and unqualdigdion with respect thereto has been delivereBiuyger. The Financial Statements were
prepared in accordance with GAAP (except for amgnges in accounting methods referred to in thesntbiereto and subject in the case of
unaudited interim financial statements to normalryend adjustments (the effect of which will nagividually or in the aggregate, be
material) and, in the case of all unaudited Finan8tatements, the absence of footnotes) and faiiegent (i) the financial condition of the
Alaska Entities as of the respective dates theseuf,(ii) the results of operations of the Alaskdities for the periods therein set forth. All
such unaudited Financial Statements included irrthancial Statements reflect all adjustments #éihatnecessary for a fair statement of the
financial condition and results of operations tog periods presented therein, except as disclas&tloedule 3.7.
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3.8 Absence of Material Changes. Except as disdloseSchedule 3.8, since December 31, 1997, nelibdBusiness nor any Alaska Entity
has:

(a) undergone any change in its business, assefgnties, financial condition, or results of ogiamas other than changes in the ordinary
course of business, none of which, individuallyrothe aggregate, has had or, to the knowledgel#rS, would reasonably be expected to
have a Material Adverse Effect, and there has sehtany condition, event or occurrence which, iiidially or in the aggregate, has had or
would be reasonably likely to have a Material AceeEffect;

(b) suffered any damage, destruction or loss, vdraithnot covered by insurance, that was, indivigha in the aggregate, Material;

(c) issued, sold, redeemed or repurchased anyatapitk or other equity interests or securitiesventible or exchangeable into, or granted
any options, warrants or other rights to acquing, such securities, or directly or indirectly renhssl, purchased or otherwise acquired any
shares of its capital stock or equity interestsrtgaged, pledged or subjected to any Encumbrangefats properties or assets valued,
individually or in the aggregate, in excess of $260;

(d) except in accordance with the Budget, incuered Material Indebtedness or amended, varied eragitthe payment obligations with
respect to, or requested any waivers with respethé terms of any existing Material Indebtednesgntered into, amended, modified or
renewed or terminated any lease of material rdatesr lease of material personal property;

(e) entered into any transactions that create gediment to satisfaction of the
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conditions and covenants contained in this Agre¢rmeto timely consummation of the Closing;

(f) acquired or disposed of any assets or propenid contemplated in the Budget having a valuexoess of $250,000 in the case of any
single item or $1,000,000 in the aggregate, orcadkd or otherwise transferred any assets to atieas of Seller's operations;

(9) merged or consolidated with any other corporatir entered into any joint venture, partnershiptber similar arrangement or formed ¢
other new material arrangement for the condudisdbusiness or made any material investment isdlearities or businesses of any Perso
amended its certificate or articles of incorponatis bylaws;

(h) received notice of any dispute, claim, eventandition of any character (including but not lied to any notices from any Govern- mental
Entity) that would, individually or in the aggregateasonably be expected to have a Material Adveffect (except for changes in
accounting principles or interpretations adoptedhgyFinancial Accounting Standards Board, chaimggsneral economic conditions,
including any change in the level of interest ratesndustry-wide changes in the regulatory envinent, including but not limited to the loss
of, or changes resulting from the loss of, the REr@mption (as defined in Section 251(f)(1) of ®emmunications Act));

(i) terminated, modified, extended or amended amayevlal Contract or, except as contemplated irBingget, entered into any Material
Contract;

(j) made any change in its accounting methods actfmes other than changes
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in estimates related to the determination of expewsruals for health, pension and other posteragnt benefits which are disclosed in the
Financial Statements;

(k) hired any new employees, agents or represgatafexcept new employees, agents or represergdtirad in the ordinary course of
business consistent with past practice whose armmmmapensation is not expected to exceed $50,00tered into any new employment,
severance, consulting or other compensation agmetemith any director, officer, employee, agent epresentative or other Person, except as
contemplated herein;

() increased the compensation (including bonusasmissions, fringe benefits, severance or retirgrhenefits) payable or to become
payable to any officer, director, employee, agemepresentative, except increases required byamrfontracts or Employee Benefit Plans
then in effect and disclosed on Schedule 3.18aeases and bonuses to employees who are notrsféicéirectors in the ordinary course of
business consistent with past practices or reqliyathiandated ERISA changes, or adopted, committetf to adopt, or amended or modif
in any material respect or terminated any Empldeeefit Plan except as expressly permitted undsrAreement or as required by
Applicable Law, or taken any action that could tesua withdrawal or partial withdrawal from a Migmployer Plan;

(m) amended, renegotiated or entered into anyaolkebargaining or similar agreement;

(n) received any notice indicating that there existy material labor unrest among its employedlairany group, labor union or similar
organization has tried to organize any of its erygés;
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(o) declared or paid any dividend or distributioithawrespect to its stock, other than dividends peech pursuant to Section 6.15;

(p) amended the Budget or otherwise taken anyratbioeduce the amount of capital spending idexttifh the Budget, or otherwise operated
other than in compliance with the Budget in alingigant respects;

(q) settled or compromised any pending or threatenaterial Proceeding, or canceled, compromisetieder given up, waived or released
any material claims or rights;

(r) authorized, announced or implemented any néeingy, discount or marketing programs or introdueegt new services, except as
specifically contemplated by the Budget; or

(s) entered into any Contract or made any commitrizedo or to take any of the actions referrechteubsections (a) through (r) of this
Section 3.8.

3.9 Indebtedness. Except as disclosed on SchedylalBMaterial Indebtedness of each Alaska Ensitgrepayable at any time at the option
of such entity, without premium or penalty, and @afi such Material Indebtedness is subject to acatbn or a penalty upon change of
control of any Alaska Entity (a "Change of ContjoBBchedule 3.9 sets forth the prepayment ternts negpect to all outstanding Material
Indebtedness. No Alaska Entity is in default uratey Contract evidencing any Material Indebtedness the performance, observance or
fulfillment of any covenant or condition relatingereto, and to the knowledge of Sellers no evesiblcaurred and is continuing which with
the giving of notice or lapse of time, or both, Wboonstitute a default, or result in the acceleradf or entitle any party to accelerate any
obligation or right under
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any such Material Indebtedness.

3.10 Litigation and Claims. Schedule 3.10 setshfartist of each Material Proceeding in which ardgska Entity is a party or which otherw
relates to the Alaska Entities. Except as spedifichsclosed on Schedule 3.10, there are no decjedgments, fines, forfeiture, awards,
orders or injunctions to which any Alaska Entitysigject, or which otherwise relates to the AlaSkéties, and there is no Proceeding
pending, or to the Knowledge of Sellers, threateagainst or relating to any Seller or any Alaskéti#mr which otherwise relates to the
Alaska Entities, that if determined adversely torsGeller or Alaska Entity, would, individually or the aggregate, reasonably be expected to
have a Material Adverse Effect.

3.11 Title to Property and Leases. Set forth oreflate 3.11 is a list of all real property and bwiggs owned or leased by any Alaska Entity
used in the Business with a value in excess of &0 with respect to owned properties, and monthlyments in excess of $10,000 with
respect to leased properties. Except as set fartbcbedule 3.11, each Alaska Entity owns or leaes the real and tangible personal
property reflected on its December 31, 1997 balaheet included in the Financial Statements ex@eptoperty disposed of since said date
for fair and adequate consideration in the ordireayrse of business or dispositions which areindahe aggregate, Material and

(i) leases which have expired since said datevelmdh are not, in the aggregate, Material. Excepdiaclosed on Schedule 3.11, title to all
real and tangible personal property owned by edabk& Entity is, in each case, held in the nansuoh Alaska Entity, and is good and
lawful, marketable and free and clear of any Enaambes, except for (i) Encumbrances arising una#entures, security interests, mortge
and/or deeds of trust securing indebtedness distlimsthe Financial Statements, (i) Encumbranoed &xes or assessments not
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yet due and payable or being contested in goold, féif) imperfections of title and Encumbrancdsny, that do not materially detract frc

the use, utility or value, or Materially interfangth the use or marketability of the property aftstthereby, (iv) all rights reserved to or ve:
in any Governmental Entity to control or regulatg guch entity's property or assets in any manner(@ Encumbrances which are otherv
not in the aggregate Material. All real estatedsa® which any Alaska Entity is a Party (colleelyy the "Leases") are legal, valid and
enforceable in accordance with their respectivarés) except as may be limited by applicable bastkgy insolvency, reorganization,
moratorium, or other laws of general applicatidiatieg to or affecting enforcement of creditorghtis and the application of equitable
principles in any action, legal or equitable; n@#ia Entity is in default under any of such leasel, to the Knowledge of Sellers, no event
has occurred which, with notice or lapse of timehath, would constitute a default by any party emany such Lease. Each Alaska Entity
owns or leases all the real and tangible persaiogleoty and assets necessary for the continueducbodlits present business in the ordinary
course and in the manner it has been operated 3amery 1, 1998, except where the failure to omlease such property or assets could not
reasonably be expected to, individually or in thgragate, reasonably be expected to have a Mafahiadrse Effect. The Alaska Entities
purchase the predominance of their informationises/from Affiliates. The software associated thétie is not owned by or licensed to the
Alaska Entities. The Alaska Entities utilize sudifitware through license agreements between Affiiatnd third parties and those agreerr
will not continue to be utilized beyond the ClosiDgte by any Alaska Entity unless such utilizat®pursuant to the Transition Services
Agreement.

3.12 Sufficiency and Condition of Assets.
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(a) Except as disclosed in Schedule 3.12(a) or meipect to the services provided in the TransiBervices Agreement, as of the Closing
Date, Sellers will transfer to Buyer valid rightsuse all of the assets, rights and/or interesisiwdre used in, and are sufficient for, the
operation of the Business as conducted by Selilece ®ecember 1, 1997.

(b) Except as disclosed on Schedule 3.12(b), dlings, equipment and other tangible assets oviayeech Alaska Entity are in good
operating condition, reasonable wear and tear é&depnd do not require any maintenance or repaispt for routine maintenance and
repairs that arise in the ordinary course of bussinmaintenance and repairs that are contemplatbeé Budget or maintenance and repairs
that in the aggregate are not Material in natureost.

(c) Prior to the date hereof, (i) PolarNet, Ino ,Adaska corporation was merged with and into PWwith PTIC as the surviving corporation,
and (i) MVI Corp., an Oregon corporation ("MVI"pk transferred good title to each of the Alaska Bicénses, free and clear of all
Encumbrances, to Pacific Telecom of Alaska PCS, moewly-formed wholly owned subsidiary of CNhese sole assets are and, as of the
Closing, shall be the Alaska PCS Licenses.

3.13 Insurance. Schedule 3.13 sets forth a liatlafisurance policies covering the businesseqeiti@s and assets of the Alaska Entities. Al
such policies are in full force and effect. All peaty of any Alaska Entity of an insurable natund af a character usually insured by
companies carrying on similar businesses has msemdd in such amounts and against such Lossegffaed herein) as is customary for
such companies. Since December 1, 1997, none of
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the Sellers has received notice of (a) any failaneay premiums under any policy, (b) any candelfedf any Material policy, (c) any insurer
denying any Material claim or (d) any insurer defieg any Material claim with a reservation of rightvhich, in any such case, relates to the
Alaska Entities or the Business. Except as disdasé&chedule 3.13, no liability policy to whichetiAlaska Entities is a party or under which
the Business is covered has a deductible in exafékE00,000.00.

3.14 Contracts. Schedule 3.14 identifies all Ca$réo which an Alaska Entity is a party that apéterminable within one year from the date
hereof or which obligate any Alaska Entity to makeual payments in excess of $250,000. Each Ma@woiatract to which any Alaska

Entity is a party is valid, binding and enforceaini@ccordance with its terms, except as may biddrby bankruptcy, insolvency,
reorganization, moratorium or other laws of genagmdlication relating to or affecting creditor'ghrts and the application of equitable
principles in any action, legal or equitable and;ept as set forth on Schedule 3.14, the Alaskii&nare not in default under any such
Material Contract, and to Seller's Knowledge, ner#\has occurred which, with notice or lapse o&timr both, would constitute such a
default, or result in the acceleration of or eatdahy party to accelerate any obligation or rigidar any such Contract, except such defaults
that would not, individually or in the aggregateasonably be expected to have a Material Adverfeset=Except as set forth on Schedule .
no Material Contract contains any provision prorgthat it may be canceled, terminated or acca&dnapon a Change of Control, provides
for any changes in the rates or other terms upBhamge of Control, or requires the consent to su€hange in Control. Each Alaska Entity

has in effect all Material Contracts that are neagsfor the conduct of its business as presewpthglacted in the ordinary course. Except a
forth on
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Schedule 3.14, no Seller or any Affiliate of anyi&gother than the Alaska Entities) is a partyatty agreement for the benefit of any Alaska
Entity or the Business. Except as set forth on 8alee3.14, there are no Contracts which restrighloibit the ability of the Alaska Entities or
any stockholder or Affiliate thereof from doing lmesss in any manner or in any geographic locafianthe extent this Section 3.14 relates to
oral Contracts entered into prior to December B,71%he representations and warranties containedrheith respect to such oral contracts
shall be deemed to be qualified by the phraseh#dinowledge of Sellers."

3.15 No Violation. Except as disclosed on Sche8ul®, with respect to each Seller and each Alaskayithe execution, delivery, and
performance of this Agreement and the consummaiidne Purchase Transactions will not: (1) violeteonflict with or result in a breach of
the articles or certificate of incorporation or dmyis of any Seller or any Alaska Entity, (ii) exceptdisclosed in Schedule 3.15, violate or
conflict with, or result in the imposition or créat of any Encumbrance upon or in any of the AlaStack or properties or assets owned or
leased by any of the Alaska Entities pursuant so/Applicable Law or any other material restrictiohany kind or character to which any
Seller or any Alaska Entity is or may be subjedbpmwhich any of them or any of their assets opprtes is or may be bound or (iii) conflict
with, violate or constitute a default under anyyismn of, or be an event that is (or with the giyiof notice or passage of time or both will
result in) a violation of or default under, or riésn the acceleration of or entitle any party twelerate (whether after the giving of notice or
passage of time or both) any obligation or righdem or require a consent or create a penaltyaease any Seller's or Alaska Entities'
payment or performance obligations under, any Eticance, order, arbitration award, judgment or deooe any Material Contract or Perr
to which any Seller or any Alaska Entity is a patyby
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which any of them or any of their property is bound

3.16 Undisclosed Liabilities. Except as set forttschedule 3.16 or in any of the other ScheduldsisoAgreement, no Alaska Entity has any
liability or obligation of any nature, whether aged, absolute, contingent, known, unknown or otiewand whether due or to become due,
which was not reflected in the Financial Statemestsept for liabilities and obligations incurreg $uch Alaska Entity in the ordinary course
of business since December 31, 1997, which, imtjggegate, would not reasonably be expected to odWaterial Adverse Effect.

3.17 Compliance with Laws, Permits. Set forth ohesiule 3.17 is a list of all Material Permits (ahd beneficiaries and holders thereof)
under which the Alaska Entities or the Busineswigi®or are authorized to provide local exchan¢gpteone services, cellular telephone
services, cable television services, personal comigation services, or any other services providethke Alaska Entities or, in connection
with the Business, the Sellers. Except as disclose8ichedule 3.17 each of the Alaska Entities hadSellers has complied with all
Applicable Laws except where the failure to so clymypuld not reasonably be expected to have a Ntddverse Effect. Each Alaska
Entity has obtained all Material Permits requineaider to conduct the Business as presently caedu€he present use by each Alaska
Entity of its properties and the conduct of the iBass does not violate any Applicable Law or Permitept where such violations, in the
aggregate, would not reasonably be expected to adwaterial Adverse Effect. All Permits which aretdrial are in full force and effect,
have been legally and validly issued, and will @aom in full force and effect after the Closing Patithout the consent, approval or act of, or
the making of any filing with, any Governmental Entsubject to the receipt of the approvals areladbmpletion of the filings described in
Section 5.1 hereof. No Alaska Entity is in default
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under the terms of any Permit which is Material andsuch entity has received written notice of default thereunder. Except as disclosed
on Schedule 3.17, no Government Entity has not#ieyl Alaska Entity of its intent to modify, revokerminate or fail to renew any Permit
which is Material.

3.18 ERISA.

(a) Set forth on Schedule 3.18 hereto is a ligttifigng each "Employee Benefit Plan". Except foyaglan that is a Multiemployer Plan, the
Sellers have made available to Buyer accurate amplete copies of all Employee Benefit Plans méanetd, adopted or participated in by ¢
Alaska Entity (and, if applicable, the related tragreements) and all amendments thereto, togeftiethe three most recent annual reports
(Form 5500 including, if applicable, Schedule Bréie) prepared in connection with any such Empldgeeefit Plan. For purposes of this
Section 3.18 only, an "Affiliate" of any person meany other person which, together with such persould be treated as a single emplc
under Section 414 of the Code.

(b) Except as disclosed on Schedule 3.18, (i) npleyee Benefit Plan constitutes a MultiemployemPknd (i) no Employee Benefit Plan is
subject to Title IV of ERISA or to the minimum fuing standards of ERISA and the Code. There arecaoemulated funding deficiencies as
defined in Section 412 of the Code (whether orwaived) with respect to any Employee Benefit Plda.Alaska Entity has incurred any
Material liability under Title IV of ERISA arisingh connection with the termination of, or completepartial withdrawal from, any Employee
Benefit Plan covered or previously covered by Titeof ERISA. Each Alaska Entity has paid and deaed promptly when
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due all liabilities and obligations with respectatay Employee Benefit Plan arising under ERISAher €ode of a character which if unpaid or
unperformed might result in the imposition of arclEEmbrance against any of the assets of any Alaskigyr assets currently held by
Sellers, but which would, upon consummation oftth@sactions contemplated hereby, be assets dllasia Entity. Nothing done or

omitted to be done and no transaction or holdingnyf asset under or in connection with any Emplderefit Plan has made or will make
any Alaska Entity, subject to any liability undexcon 502(i) or (1) of Title | of ERISA or liabler any tax pursuant to Section 4975 of the
Code that could have a Material Adverse Effect.

(c) Each Employee Benefit Plan which is designate&chedule 3.18 as being intended to be qualifietbr Section 401(a) of the Code is so
qualified, and each trust forming a part thereaempt from Tax pursuant to Section 501(a) ofGbde. CNI has made available to Buyer
accurate and complete copies of the most recentfR&mination letters with respect to any such IByge Benefit Plans and the related t
that have not been revoked. Each Employee BenefitiB being maintained, in all Material respets;ompliance with its terms and with |
requirements prescribed by all Applicable Law, gtaghere the failure to so maintain such Employeaddit Plan would not have a Material
Adverse Effect.

(d) Except as set forth on Schedule 3.18, sincealari, 1991, no Alaska Entity has maintained attigbouted to a Multiemployer Plan.
Except as set forth on Schedule 3.18, with resjpeeach Multiemployer Plan in which any Alaska Bnfarticipates or has participated, (i)
since January 1, 1991, no Alaska Entity has witldra
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partially withdrawn, or received any notice of aiigim or demand for withdrawal liability or partiithdrawal liability and (ii) the
transaction contemplated by this Agreement doesamdtitute a withdrawal or partial withdrawal undaey Multiemployer Plan maintained
or previously maintained or contributed to by arggka Entity. Until the Closing, Sellers will adei8uyer in the event that any Alaska Er
has received any notice (i) that any Multiemplolp&n is in reorganization,

(i) that increased contributions may be requiredyoid a reduction in Multiemployer Plan benefitdhe imposition of any excise tax, (iii)
that any Multiemployer Plan is or may become insnty (iv) that any Multiemployer Plan is a partyatty pending merger or asset transfe

(v) that any Pension Benefit Guaranty Corporati®BGC") proceedings against or affecting any Muatjgoyer Plan have been initiated.

(e) All contributions (including all employer coiftutions and employee salary reduction contribigjdhat are due have been paid to each
Employee Benefit Plan, and all contributions foy aeriod ending on or before (i) August 31, 1994 &) the Closing Date, that are not yet
due will be paid to each Employee Benefit Planamraed in accordance with past custom and practite fo the extent they relate to the
Alaska Entity Employees will be fully reflected dre financial statements of the Alaska Entitiesfa@) August 31, 1998 and (ii) the Closing
Date, respectively. All premiums, including withdumitation, premiums payable to the PBGC, or oth@yments for all periods ending on or
before the Closing Date which have become due haea paid or will be paid prior to the Closing Daiéh respect to each such Employee
Benefit Plan which is an Employee Welfare BenefitiPand, to the extent they relate to the AlaskitfEEmployees, any
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unpaid premiums will be fully accrued on the finehstatements of the Alaska Entities as of (i) Asig31, 1998 and (ii) the Closing Date, as
appropriate.

(f) All required reports and descriptions (inclugliform 5500 Annual Reports, Summary Annual Rep&uisamary Plan Descriptions, and
reports required by Labor Department Regulatiorti®e@520.104-23) have been filed or distributegdrapriately with respect to each
Employee Benefit Plan (other than any Multiemplolpéan) except where failure to do so would not heaaterial Adverse Effect. The
requirements of Part 6 of Subtitle B of Title IBRISA and of Section 4980B of the Code have bedarimal material respects with respect
to each such Employee Benefit Plan (other thanMmyjiemployer Plan) which is an Employee WelfarenB&t Plan. No claim, lawsuit,
arbitration or Proceeding is pending or to Sellkr®wledge has been threatened, asserted or testiagainst CNI, CWI or any Alaska
Entity, or any Employee Benefit Plan (other thag Btultiemployer Plan) in connection with or arisingt of, directly or indirectly, Part 6 of
Subtitle B of Title | of ERISA as it applies to tiidaska Entities, and, to Sellers' Knowledge, thameno facts that exist which could give rise
to any such claims or other Proceedings.

(9) Except as set forth on Schedule 3.18, no Al&skity maintains or contributes to or is requitedontribute to any material Employee
Welfare Benefit Plan or other program or arrangerpeoviding medical, health, or life insurance tiner welfare-typ benefits for current or
future retired or terminated employees, their speusr their dependents (other than in accordaitbeSection 4980B of the Code or Secti
601-607 of ERISA).

-26-



(h) Except as set forth on Schedule 3.18, consuiomat the transactions contemplated herein (eiéih@ne or in conjunction with any other
event) will not entitle any officer or employeeaiy Alaska Entity to severance pay and will notéase, or accelerate the time of payment or
vesting, of, any compensation due to any officegalor or employee of any Alaska Entity under &mployee Benefit Plan.

(i) Except as indicated on Schedule 3.18, therfairket value of the assets of each Employee Berlgfit which is subject to Title IV of
ERISA or the minimum funding requirements of Set#d 2 of the Code exceeds the amount of bendiilitias for such plan, computed ol
termination basis utilizing PBGC factors. Exceptraicated on Schedule 3.18, to Seller's Knowletlyz fair market value of the assets of
each Multiemployer Plan which is subject to Titedf ERISA or the minimum funding requirements @&c8on 412 of the Code exceeds the
amount of benefit liabilities for such plan, comgadion a termination basis utilizing PBGC factors.

() No Employee Benefit Plan which is subject td&1V of ERISA has been completely or partiallynegnated in the preceding six years. -
PBGC has not instituted proceedings to terminayeEanployee Benefit Plan. There has been no reperalent (as such term is defined in
Section 4043(c) of ERISA) with respect to an EmplBenefit Plan for which notice to the PBGC hats lp rule or regulation, been waived
or which, individually or in the aggregate with ethreportable events, would have a Material AdvE&f$ect.

(k) There are no pending claims (other than cldondenefits in the ordinary course), lawsuits dritaations which have been asserted or
instituted, or to Seller's
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Knowledge, which have been threatened againstiti@dyee Benefit Plans, any fiduciaries thereof wébpect to their duties to the
Employee Benefit Plans or the assets of any ofrttets under any of the Employee Benefit Plans whiwmuld reasonably be expected to re
in any material liability of any Alaska Entity theé PBGC, the Department of Treasury, the Departwielsabor, any Multiemployer Plan, ai
Employee Benefit Plan or any participant in an Esgpe Benefit Plan.

() The Alaska Entities are in compliance with &#emily and Medical Leave Act of 1993, except wigspect to any noncompliance that
would not reasonably be expected to have a Matédaérse Effect. The Alaska Entities and each membeheir business enterprises have
complied with the Worker Adjustment and Retraingtification Act, except with respect to any nonggdiance that would not have a
Material Adverse Effect.

3.19 Environmental Matters. Except as set forttsohedule 3.19:

(a) Each Alaska Entity possesses all Permits whiehMaterial that are required under Applicable taelating to pollution or the protection
of the environment, including, without limitatioall laws and regulations governing the generatirse, collection, treatment, storage,
transportation, recovery, removal, discharge gpatal of all hazardous substances or hazardougsvgsillectively, "Environmental Laws").
Each Alaska Entity is in Material compliance withEenvironmental Laws. For purposes of this Sec®8a19, "hazardous substances" and

"hazardous wastes" are materials defined as "hagarsuibstances", "hazardous wastes", "hazardostitcemts", "pollutants” or
"contaminants" in (i) the Comprehensive EnvironraéResponse, Compensation and
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Liability Act of 1980, as amended by the Superfémdendments and Reauthorization Act of 1986, andsangndments thereto and
regulations thereunder, (ii) the Resource Consienvaind Recovery Act of 1976, as amended by thekdazis and Solid Waste Amendments
of 1984, and any amendments thereto and regulati@neunder or (iii) any other Environmental Lawukating gasoline, diesel fuel and ot
petroleum hydrocarbons, including without limitatiasbestos and polychlorinated biphenols ("PCBs").

(b) No Alaska Entity has been subject to any ergorent actions or lawsuits pursuant to, nor hascitived any notice from any
Governmental Entity of any Material violations afy Environmental Law, and, to the Knowledge ofeé3s| there are no facts or
circumstances that it currently anticipates coelasonably be expected to form the basis of a aaiaitation against any Alaska Entity for a
violation of any such Environmental Laws, exceptfimlations that, in the aggregate, would not osably be expected to have a Material
Adverse Effect.

(c) There are no hazardous substances or hazandmitiss (or any asbestos, fuel oil or other petrnleampounds or PCBs) used, dispose
discharged or stored by any Alaska Entity, excehé ordinary course of their business and in kiglteompliance with all Environmental
Laws. At no time has any Alaska Entity causedmthe Knowledge of Sellers, permitted, hazardoustega hazardous substances or any
other such materials to be treated, stored, dispoeaeleased, discharged or deposited on, uadler,from premises owned or operated by
any Alaska Entity, which materials if known to begent, would reasonably be anticipated now toiredlue expenditures of a Material
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amount for clean-up, removal, response, remediatiarther obligations ("Response™) under any Emrnental Law.

(d) To the Knowledge of Sellers, there are no digpsites for hazardous substances, hazardoussnasaey other wastes located on or ut
the real estate now owned or operated by any Alasitidy. Each Person retained by or on behalf gf &laska Entity to handle, transport or
dispose of hazardous substances, hazardous wastteowastes since June 11, 1993 was, to the Kane of Sellers then duly licensed
under all Applicable Laws to handle, transportispdse of such substances or wastes, and, in esteimce in which the hazardous substa
or hazardous wastes of the Alaska Entities wengodisd of, the disposal site was, to the Knowleddgetlers, then duly licensed under all
Applicable Laws to receive such substances or wa$tethe Knowledge of Sellers, none of the dispsisas that in the past have been the
recipient of hazardous substances or hazardougsvgsherated by any Alaska Entity are or have ligted on the US EPA National Priority
List or are Superfund or other sites subject tgpg@rse under any Environmental Law.

(e) CNI has provided Buyer with access to true @mplete copies of any reports, studies, analyséssts currently in its or its Affiliates'
possession pertaining to hazardous substancezardoais wastes or concerning compliance with enwiental laws in, on or under the real
estate owned or operated by any Alaska Entity.

3.20 Employees.

(&) CNI has provided to Buyer a list by job locatiar employing entity of each employee of any Aagtity together with each such
person's date of hire, employment
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status (e.g., active, long-term disability, retjrett.), position or function, and annual basergadawages, including any incentive or bonus
arrangement with respect to such person.

(b) Sellers have provided to Buyer a list of alinBacts between any Alaska Entity, or, with respeany Alaska Entity Employees, any
Seller, on the one hand, and any union or colledbizrgaining unit, on the other hand.

(c) Sellers have provided to Buyer a list and cojig bargaining unit of each employee of any Alasktty who is a member of any
collective bargaining unit of any Alaska Entitygtiher with each such person's classification sitipn, job location, and bargaining unit
seniority date.

(d) The estimated liability for all welfare benaflims, including, without limitation, life insunae, accidental death and dismemberment,
medical, dental,vision, health and disability claiand expenses incurred by any employee of the&kAlgatities and his or her eligible
dependents on or prior to August 31, 1998 will @gorded on the Signing Date Balance Sheet. Foopaeghereof, a claim or expense shall
be considered to be incurred when the service gisige to the claim or expense is provided.

3.21 Tax Matters. Except as disclosed on Scheddle 3

(a) Each of the Alaska Entities has filed or causedgke filed all Tax Returns that it was requiredile or which were required to be filed with
respect to it. All Taxes owed by any of the Alagdities and the Affiliated Group shown on such Returns have been paid. None of
Parent and its Affiliated Group or the Alaska Eaestcurrently is the beneficiary of any extensidtime within which to file any Tax Return.

(b) Each Alaska Entity has withheld and paid altdf&l Taxes required to
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have been withheld and paid in connection with am®paid or owing to any employee, independentraotdr, creditor, stockholder, or otl
third party.

(c) There is no dispute or claim concerning any Liability of the Alaska Entities claimed or raisbyg an authority in writing.
(d) Each of the Alaska Entities have (and as ofGlosing Date will have) made all deposits requingtth respect to Taxes.

(e) No waiver of any statute of limitations as iy & ax assessment or deficiency which affects alaglé® Entity has been given by CNI,
CWI, Parent's Affiliated Group or any of the Aladkatities.

() None of CNI, CWI or its Subsidiaries, the Alaskntities or Parent's Affiliated Group has filedamsent under Section 341(f) of the Code.
(9) None of the Alaska Entities is obligated to maky payments that will not be deductible undetiSe 280G of the Code.
(h) None of the Alaska Entities is a party to amx Bllocation or sharing contract.

(i) Neither the Alaska Entities nor any of theinSidiaries has been a member of an affiliated gfitimg a consolidated federal Tax Return
(other than Parent's Affiliated Group or PacifiCerpffiliated Group or as set forth on Schedulel3 @ has any liability for the Taxes of any
person (other than any of Sellers or Parent'siaféitl Group or Pacificorp's Affiliated Group)undeeasury Regulation ss. 1.1502-6 (or any
similar provision of state, local, or foreign law).

() As of August 31,1998, there will be no deferiiak liabilities based upon
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any intercompany transactions between or amongilgeka Entities.

(k) The unpaid Taxes of the Alaska Entities (i) dat, as of December 31, 1997, or June 30, 199&eskby any Material amount the reserve
for Tax liability (other than any reserve for defat Taxes established to reflect timing differenoesveen book and Tax income) set forth on
the combined balance sheets of the Alaska Enfitigeer than in any notes thereto) as of Decembget @37 or June 30, 1998, respectively,
and (ii) will not exceed that reserve as adjustedtie passage of time through August 31, 1998aan@flected on the Signing Date Balance
Sheet in accordance with the past custom and peastithe Alaska Entities in filing their Tax Retsr

() For both accounting and rate making purposétsiregulated books of account, each Alaska TElatity has been using, and will continue
to use up to the Closing Date, a normalization weibf accounting as described in Section 167 (ljr(adfect at the time the related assets
were placed in service) and 168(i) of the Codelierfederal Tax effect of the use of acceleratqutetgation.

(m) For both accounting and rate-making purposéts iregulated books of account, each Alaska TEluiity has been using, and will
continue to use through the Closing Date, a metti@atcounting for investment credits which confonmith the requirements of Section 4¢
of the Code, as in effect at the time the relatesigts were placed in service.

(n) The regulated books of account of each AlagkityEwill reflect the Tax payments made by eachdka Telco Entity through the Closing
Date.

(0) None of the Alaska Entities are subject to fomgign Tax.
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(p) Sellers are, and on the Closing Date will bigjlde to make an election under Section 338(h){4ith respect to the sale of the Alaska
Stock pursuant to this Agreement.

3.22 No Finder. Except as disclosed on Schedul® 82 Alaska Entity has paid or become obligated will any Alaska Entity upon
consummation of the transactions contemplated idx@iome obligated, to pay any fee or any commigsi@ny broker, finder or
intermediary for or on account of the transactioostemplated herein.

3.23 Labor Relations. Except as disclosed on Sdae3if3, none of the following is presently pendiagto the Knowledge of Sellers, is
contemplated or threatened, against any AlaskayHetkcept for those items, which, in the aggregatmild not reasonably be expected to
leave a Material Adverse Effect):

(a) Unfair labor practice charges, complaints arceéedings, or representation elections, petitiorgemands;
(b) Grievances or arbitration demands arising pansto any collective bargaining agreement or o@umtract;

(c) Claims, charges, complaints or other Proceedadigging wrongful discharge, breach of any empiegt Contract or right, or breach of
public policy, unlawful retaliation, or employmedliscrimination of any nature including but not lted to sex (including pregnancy, equal
pay and sexual harassment), race, color, natiaigath@r ancestry, age, religion, disability or ki&@ap, AIDS or HIV-positive status, sickle
cell trait, veterans' status, or the perceptioarof such character- istic, or any other chara¢tes condition protected under any Applicable
Law or enactment;
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(d) Work stoppages, strikes or other concertedadiy Alaska Entity Employees;

(e) Payments for or provisions for payments to fangner employee or person who retired from any RdaBntity of any post-retirement
health insurance or other healthcare benefit (dtrear a benefit pursuant to an Employee Benefit Blaclosed in Schedule 3.18), or
payments for or provisions for payments to any doctmer employee or person of any retiree heakhriance or other health-care benefit;

(f) Employment-related claims or investigationsliring but not limited to those arising under thecGpational Safety and Health Act; the
Family and Medical Leave Act; the Fair Labor StandaAct; the Worker Adjustment and Retraining Noéfion Act; the Rehabilitation Act
of 1973; or any corresponding or related Applicdlde or enactment; or

(9) Worker's compensation disability claims.

3.24 Rights to Trade Name. To the Knowledge ofe8glleach of the Alaska Entities currently possesither through direct ownership or
pursuant to the License Agreement) all rights #ouke of the name "PTI", "Cellulink”, "Pacific Teten", "PTI Net" and "PTI
Communications", and any trade marks, service markgher depiction relating thereto in Alaska.

3.25 Books and Records.

(a) The minute books of the Alaska Entities contairall Material respects, accurate records ofredktings of and corporate actions or wri
consents by the shareholders and directors of eniities.

(b) Except as disclosed on Schedule 3.25, all@bther books and records
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of the Alaska Entities and all files, data and othaterials relating to the businesses of the Aldshtities have been prepared and maintained
in accordance with good business practices and lgowith all Applicable Laws, except where the faduo so comply would not,

individually or in the aggregate, reasonably beeexgd to have a Material Adverse Effect. The Alashtties do not have any of their

records, systems, controls, data or informatioonded, stored, maintained, operated or otherwisalwbr partly dependent upon or held by
any means (including any electronic, mechanicahmtographic process, whether computerized orthat)are not under their control, either
through direct ownership or rights of use, exchpt Affiliates of the Alaska Entities provide sem$ and retain records, systems, controls,
data and other infor- mation and services.

3.26 Intellectual Properties.

(a) The use by the Alaska Entities of the respeqtiatents, trademarks, service marks, trade naopgrights, design rights, computer
programs or data bases, or applications or regmtsatherefor used in the conduct of the BusitfesBectively "Intellectual Property"), does
not infringe on the rights of any Person, exceptfoy such infringements that would not, in theraggte, reasonably be expected to have a
Material Adverse Effect. The Alaska Entities pursdahe predominance of their information servicemfAffiliates. The software associated
therewith is not owned by or licensed to the AlaBkdities. The Alaska Entities utilize such softeéinrough license agreements between
Affiliates and third parties and those agreemeriisnwt continue to be utilized beyond the ClosiDgte by any Alaska Entity unless such
utilization is pursuant to the
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Transition Services Agreement or Section 6.10. Nic&edings by or against any Alaska Entity or wé$pect to the Business are pending, or
to the Knowledge of Sellers, threatened, that ehak the right of any Alaska Entity to use its llettual Property or challenge the right of
any other Person to use the Intellectual PropdrtiieBusiness, and no order, decree, judgmepylation, injunction, restriction or
agreement restricts the scope of the use of tledldntual Property in the conduct of the Businessgpt for any such Proceeding that would
not reasonably be expected to have a Material AdvEffect.

(b) To the Knowledge of Sellers, neither the Sell@n connection with the Business), the Businessany Alaska Entity has infringed or
violated any Intellectual Property of any Persaor, used without permission any confidential infotimia, trade secrets, patentable or
unpatentable inventions, technology, new ideasomkhow (collectively, "Proprietary Information"f any Person, including without
limitation, any former employer of an employee nf&laska Entity or any Seller.

(c) To the Knowledge of Sellers, no other Persauisently using any Intellectual Property or Pietary Information of any Alaska Entity
otherwise used in the Business in an unauthorizauher.

3.27 Affiliate Transactions. Except as contempldigdhis Agreement,the only agreements or arrangesieetween Sellers and their
Affiliates (other than the Alaska Entities), on thee hand, and the Alaska Entities, on the othed htat will remain in place from and after
the Closing are those items contemplated pursioahet Transition Services Agreement.

3.28 Telephone Operations. Since December 1, ¥@egpt as set forth on Schedule 3.28:
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(a) no Alaska Telco Entity has elected to file ieteehange tariffs under the FCC's price cap order;

(b) no Alaska Telco Entity has any inventory, planequipment reflected on the Financial Stateméatshas been disallowed from the rate
base or excluded from the revenue calculationarfigrpool (unless such assets are allocated to ulated businesses) on the basis of used
and useful, excess capacity or prudency findingminorder issued by APUC or the FCC or in anyrdatgtion by an administrator of an
interstate or intrastate pool, nor has any Alasktitfreceived notification that the APUC or the ®Gr any pool administrator proposes to
exclude any such assets from the rate base oruewaiculations for the pools;

(c) no Alaska Telco Entity has received any interextion or resale request pursuant to Section(@5df the Communications Act of 1934,
as amended,;

(d) no Alaska Telco Entity is subject to any pegdam, to the Knowledge of Sellers, threatened egsreduction Proceeding; and

(e) no Alaska Telco Entity has agreed to, and raské Telco Entity currently intends to agree tg, rduction in its authorized revenues,
except on a revenue neutral basis.

3.29 Alaska Division Headquarters Relocation Co5liscosts and expenses reasonably expected todoered by the Alaska Entities in
connection with the transfer of the "Alaska Divisldeadquarters and the relocation of employeas fkachorage to Fairbanks, Alaska have
been either paid, fully accrued on the balancetshekided in the Interim Financial Statements dr e fully accrued on the Signing Date
Balance Sheet.
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SECTION 4

REPRESENTATIONS AND WARRANTIES OF BUYER

For the purpose of inducing Sellers to enter ihts Agreement, Buyer hereby makes the followingesentations and warranties to Sellers.

4.1 Organization of Buyer. Buyer is a corporatiaydncorporated, validly existing and in good stang under the laws of the State of
Delaware with full corporate power and authoritycésry on the business in which it is presentlyagyggl, to own, lease and operate its
properties, and to enter into and perform its @tlans under this Agreement.

4.2 Authorization of Agreement. The Board of Digastof Buyer has duly approved and authorized tieewtion and delivery of this
Agreement and the consummation of the Purchasesacéions, and no other corporate proceedings opatieof Buyer are necessary to
approve or authorize the execution and deliverthisf Agreement by Buyer or the consummation by Bwjeéhe Purchase Transactions.
Assuming due execution, delivery and performandhisfAgreement by the Sellers, this Agreement titutes a valid and legally binding
obligation of Buyer, enforceable in accordance wiherms, except as may be limited by applicdalekruptcy, insolvency, reorganization,
moratorium or other laws of general applicatiomtiely to or affecting creditors' rights and the laggtion of equitable principles in any acti
legal or equitable.

4.3 No Violation. Except as disclosed on SchedwBe the execution, delivery, and performance of kgreement and the consummation of
the Purchase Transactions will not: (i) violateesult in a breach of or default or acceleratiodarrthe Certificate of Incorporation or bylaws
of Buyer; (i) result in the imposition or creatiofiany Encumbrance upon or in any of Buyer's asseproperties pursuant to any Applicable
Law or any other material restriction of any
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kind or character to which Buyer is or may be scbe by which any of them or any of Buyer's assetsroperties is or may be bound (other
than in connection with the Financing Commitments)iii) conflict with, violate or constitute a thult under any provision of, or be an ev
that is (or with the giving of notice or passageiwfe or both will result in) a violation of or daflt under, or result in the acceleration of or
entitle any party to accelerate (whether aftergivéng of notice or passage of time or both) anjigattion or right under, or require a consent
or create a penalty or increase any payment oopeance obligations of Buyer under, any Encumbraoiger, arbitration award, judgment
or decree, or any Contract or Permit, to which Buye party or by which Buyer or any of its prayas bound.

4.4 Financing Commitments. Buyer has obtained fimancommitments for $65 million of equity, as pided in the letters, dated the date
hereof, true and complete copies which are attabkegto as Exhibit 4.4(a) (the "Equity Commitmeptsid for $410 million of debt, as
provided in the letters, dated the date hereoé &md complete copies of which are attached hasekxhibit 4.4(b) (the "Debt Commitments”
and, together with the Equity Commitments, the alricing Commitments"), which are sufficient to emaBlyer to financially consummate
the Purchase Transactions contemplated hereby.

4.5 Due Diligence. Buyer is a sophisticated Pethahwas advised by knowledgeable counsel and ofipeesentatives in connection with
this Agreement, and Buyer and its representatiaes been permitted access to the managementtiéscdind books and records of the
Alaska Entities for the purpose of conducting a diligence review and has had the opportunity seualés with such management any such
matters relating to the Alaska Entities and thecRase Transactions as Buyer has elected in itl&sdeetion.
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4.6 Incorporation. Buyer is a newly formed corpmnatwvhich, as of the date hereof, has no operatoashas not conducted any business
other than in connection with the Purchase Traimastontemplated by this Agreement, Buyer, asiefdate hereof, has no assets other than
the Financing Commitments.

4.7 Buyer's Management. The anticipated manageai@uyer has substantial experience and skill emttdlecommunications industry and
specifically with the Alaska Entities. Buyer's aipated management recognizes that the Alaskai@&nfitirchase the predominance of their
information services from Affiliates. The softwaassociated therewith is not owned by or licensdatiecAlaska Entities. Additionally, the
Buyers understand the Alaska Entities utilize ¢ersaftware through license agreements betweenigés and third parties and those
agreements will not continue to be utilized beytme Closing Date by any Alaska Entity unless sudlzation is pursuant to the Transition
Services Agreement.

SECTION 5

CONDUCT PENDING CLOSING

5.1 HSR, FCC and APUC Approvals.

(a) The Parties shall, as promptly as practicatiée the date hereof but in any event no later thabusiness days after the date hereof, fil
notification reports required under the HSR Actl &ite, as promptly as practicable after any regitiesrefor, any additional information
required under the HSR Act.

(b) The Parties shall cooperate and use their ctigpaeasonable best efforts (i) to obtain albo€h consents, approvals or statements of non
objection of the FCC and the APUC as shall be remagdor the consummation of the transactions eoptated by
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this Agreement, (ii) to defend such consents, apdsoor statements of non-objection in any admiaiiste or judicial review proceeding,(iii)
to secure such consents, approvals or statementmedbjection free of any condition on any Alagkity, and (iv) if such consents,
approvals or statements of non-objection imposecamglition on any Alaska Entity, to use their beffdrts to comply with or, if appropriate,
to attempt to remove such condition; provided tiwhing herein shall require Buyer to agree taperate subject to, any condition which
would reasonably be expected to have a materiarad\effect on Buyer and its subsid- iaries, taen whole after giving effect to the
Closing. In furtherance thereof, the Parties shiaiimit to the FCC and the APUC, as promptly astimatule after the date hereof but in no
event later than 10 business days after the das®hall correspondence, notifications, petiticmsplications and other filings necessary to
obtain such consents, approvals or statementsmebhjection.

5.2 Other Consents. The Parties agree to coopamndtese their respective reasonable best effodbtaining the consents of any third parties
(in addition to the FCC, APUC, DOJ or FTC, whosasants or approvals are covered in Section 5.1)ined|in connection with the
transactions contemplated hereunder.

5.3 Conduct of Business Prior to the Closing Dateept as disclosed on Schedule 5.3, as otheneiseifped or required by this Agreement,

or consented to in writing by Buyer, from the daggeof until the Closing Date, each Alaska Entitlf,\&nd Sellers will, as appropriate, cause
each Alaska Entity to:

(a) carry on its business in the ordinary coursallimaterial respects in the same manner as Heretoonducted and maintain its existence
and powers and all of its
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Material Permits and Material Contracts and bodkacoount and records necessary to the conduts bfisiness (it being understood that
each Alaska Entity will be deemed to have mainthialey Material Permit or Material Contract if,innceection with the lapse of the normal
term of any such Permit or Contract, such entigngotly secures a replacement Permit or Contractighireg benefits to such entity
substantially similar to the lapsed Permit or Caci;

(b) not issue, sell, redeem or repurchase anyiaddltcapital stock or other equity interests ausiies convertible into, or grant any options,
warrants or other rights to acquire, any such sgesiror directly or indirectly redeem, purchasetherwise acquire any shares of its capital
stock or equity interests;

(c) not hire any new employees, agents or repratees (except new employees, agents or represargdtired in the ordinary course of
business consistent with past practice whose ammmmapensation is not expected to exceed $50,008nter into any new employment,
severance, consulting or other compensation agmetemith any director, officer, employee, agent epresentative or other Person, except as
contemplated herein;

(d) not make any increase in the compensationydiey bonuses, commissions, fringe benefits, seeerar retirement benefits) payable ¢
become payable to any officer, director, emplopegnt or represen- tative, except increases rafbirevritten Contracts or Employee
Benefit Plans currently in effect and disclosedsahedule 3.18 and increases and bonuses to emplayeeare not officers or directors in
ordinary course of business consistent with pasttjes or required by mandated

-46-



ERISA chances, or adopt, commit itself to adopgmiend or modify in any material respect or tert@r@ny Employee Benefit Plan excep
expressly permitted under this Agreement or asireduioy Applicable Law, or take any action thatlcoresult in a withdrawal or partial
withdrawal from a Multiemployer Plan;

(e) except in accordance with the Budget or purstcaAdvances contemplated by Section 6.12 incyrladebtedness or enter into any
financing transaction, or vary, or request any weswvith respect to, the terms of any existing Maténdebtedness, enter into, amend,
modify or renew or terminate any lease of realtesta material lease of personal property, or erea@allow the imposition of any Material
Encumbrance, except pursuant to after-acquiredidiluses in any security instruments in effedthendate hereof and listed on Schedule 3.9
hereto;

(f) not make any expenditure in excess of $250@a@pt pursuant to a Contract or in accordance tvétBudget, or enter into any Contract
to make such an expenditure;

(g) amend the Budget or otherwise take any actaeduce the amount of capital spending identifieithe Budget, or otherwise operate ot
than in compliance with the Budget in all signifitaespects;

(h) not sell, transfer, lease or otherwise disprfsEny asset having a value in excess of $250,@@@idually or $1,000,000 in the aggregate,
or relocate or otherwise transfer any assets ter@tteas of Seller's operations;

(i) not declare, make or pay dividends or distridms to shareholders unless approved by Buyer @gieplated in and subject to Sections 2.2
(c) and 6.15;
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(j) not amend its certificate or articles of incoration or bylaws;

(k) not settle or compromise any pending or thmeadeProceeding, or cancel, compromise, settlevar gp, waive or release any claims or
rights;

() advise and consult with Buyer with respectiyafy matter which would reasonably be expecteibtee a Material Adverse Effect on the
Business, or (ii) any proposed amendment to, oradien from, the Budget;

(m) consult with Buyer concerning labor relatiossues prior to establishing the bargaining, agémdany Alaska Entity and advise Buyer
the status of any collective bargaining with cértifrepresentatives of Alaska Entities Employees;

(n) use commercially reasonable efforts to presamaet the current organization of its busineggkavailable the services of its current
officers and employees and maintain good relatwitts its suppliers, customers, creditors and emgéay

(o) maintain in effect insurance comparable in am@und scope of coverage to such insurance novweday an Alaska Entity;

(p) deliver to Buyer true, correct and completeiespf its monthly Financial Statements no latantB0 business days following the end of
the previous month;

(q) not take any action or omit to take any actiwat would result in the breach of any represematir warranty made pursuant to
Section 3 hereof or cause any condition set fartBaction 8 or 9 not to be satisfied;

(r) use commercially reasonable efforts to maintaeRural Exemption, and to keep Buyer fully imfi@d and communicate with the
Consultant with respect to any chances in the staftsuch matter;
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(s) not enter into any joint venture, partnershipther similar arrangement or form any other neateral arrangement for the conduct of its
business or make any material investment in ortase any material assets or securities or busime$smy Person;

(t) not enter into any noncompetition agreemerargr other agreement which would restrict or inhibé ability of the Alaska Entities to do
business, except as contemplated hereby;

(u) not authorize, announce or implement any nevera pricing, discount or marketing programsrmréduce any new services, except as
specifically contemplated by the Budget;

(v) not take any action, and shall not permit tHaska Entities to take any action, which is incetesit with, or not contemplated by, the
Consulting Agreement (as defined in Section 5.8);

(w) not permit a chance in its methods of maintajnis books, accounts or business records orpexaserequired by GAAP (in which event
prior notice shall be given to Buyer), change ahigsoaccounting principles or the methods by whsadleh principles are applied for tax or
financial reporting purposes;

(x) not make any election with respect to Taxesseat to any waiver or extension of time to aseessllect any Taxes or file any Tax
Return other than a Tax Return filed in the ordymasurse of business and prepared in a mannerstensivith past practice;

(y) not directly or indirectly allocate or chargests or expenses related to
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services provided by Affiliates of the Alaska Eietit except pursuant to the Transition Services ément; and
(z) not agree to take any action prohibited by 8gstion 5.3.

5.4 Notification of Certain Matters.

(a) Sellers shall give prompt written notice to Buyi) if they become aware that any representatiomarranty contained in Sections 3 or 4
was untrue or inaccurate in any material respeof &w date made or deemed made; (ii) if they becaware that any event has or has not
occurred which causes or would be reasonably liteelyause any condition set forth in Sections 8 not to be satisfied; and (iii) of any
failure or anticipated failure of any Seller or 8ka Entity to comply in any material respect witly @ovenant or agreement to be complied
with at or prior to Closing.

(b) Buyer shall give prompt written notice to Sedl¢) if it becomes aware that any representadiowarranty contained in Sections 3 or 4
untrue or inaccurate in any material respect abeflate made or deemed made, (ii) if it becomesathat any event has or has not occurred
which causes or would be reasonably likely to causecondition set forth in Sections 8 or 9 nob¢osatisfied; (iii) of any failure or
anticipated failure of Buyer to comply in any mékrespect with any covenant or agreement to Ineptied with at or prior to Closing; and

(iv) upon receipt from The Chase Manhattan Bankhé$&") of a notice pursuant the last sentenceecdélienth paragraph of the Commitn
Letter contained in Exhibit 4.4(b), which notice,the case of subclause (iv) shall include a cd@ng such notice received from Chase.

(c) The delivery of any notice pursuant to thist®ecshall not be deemed to (i)
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modify the representations or warranties hereunfitite party delivering such notice; (ii) modifyyacondition to Closing set forth in Section
8 or Section 9; or (iii) limit or otherwise affettte remedies available hereunder to the party vigmesuch notice; provided however that
notification that a Material Adverse Effect has weed shall only give rise to Buyer's right to guicgeuch Material Adverse Effect and proc
to the Closing of the Purchase Transactions oriterta this Agreement pursuant to Section 11 and thi¢ effects described in Section 11.2.

5.5 Notice of Litigation. Until the Closing,(i) Bey, upon learning of the same, shall promptly gd&éllers of any Proceeding which is
commenced or threatened against Buyer and whidis $eenjoin or impede the consummation of thesimations contemplated by this
Agreement; and (ii) Sellers upon learning of theesashall promptly notify Buyer of any Proceediniiet is commenced or threatened
against any Seller or Alaska Entity and which sdekenjoin or impede the consummation of the tratisas contemplated by this Agreems
or which would otherwise reasonably be expectethie a Material Adverse Effect.

5.6 Access to Information. From the date hereafugh the Closing Date, the Sellers shall afforthofficers, employees and authorized
representatives of Buyer (including its independmriilic accountants, consultants and attorneysta@onsultant), complete access during
normal business hours to (i) the offices, operatigmoperties and business and financial reconttu@ding computer files, retrieval programs
and similar documentation, and including all Cociisaand Permits and all FCC and APUC records)eftlaska Entities, and of the Sellers,
to the extent relating thereto, (ii) the Alaskaifies Employees and (iii) the outside accountafith® Sellers and the Alaska Entities and their
workpapers relating to the Alaska Entities, in eagbe to
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the extent Buyer shall deem necessary or desieadgleshall furnish to Buyer or its authorized repreatives such additional information
concerning the respective operations, propertidsbasiness of the Alaska Entities,as Buyer shakkeeably request. No investigation made
by Buyer or its authorized representatives hereusldal affect the representations and warranti€ketiers hereunder, provided however that
nothing contained in this Section 5.6 shall limity®r's notification obligations contained in Sect®4(b).

5.7 Maintenance of Financing Commitments. Buyeflshaintain in effect until the Closing Date then&ncing Commitments in form and
substance reasonably satisfactory to Sellers alterShave advised Buyer that the Financing Commiitts attached as Exhibits 4.4(a)and(b)
hereto are in form and substance reasonably setisfato Sellers.

5.8 Consulting Agreement. Sellers shall enter atd comply with the terms of the consulting agresméth LEC Consulting Corporation, a
Delaware corporation (the "Consultant"), in thenfcaittached hereto as Exhibit 5.8 (the "Consultiggegment"), as of the date hereof,
pursuant to which the Consultant shall be retatoedanage and operate the Business prior to Clasiagcordance with the terms thereof.
Any actions taken by Sellers or the Alaska Entitiéth the explicit approval or consent of, or a thirection of, the Consultant, shall be
deemed to have been approved by Buyer for purpafses

Section 5.3 and shall be deemed not to be breadlsesh covenant for purposes of Section 6.2 ar 8.2

SECTION 6

ADDITIONAL AGREEMENTS

6.1 Public Announcements. The Parties hereto coerral agree that, except as provided below, nbtreem will make, issue or release a
public announcement, press release,
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public statement or public acknowledgment of thistexice of, or reveal publicly the terms, condisi@md status of, the transactions provided
for herein without the prior consent of Sellersthia case of an announcement by Buyer, or the poiosent of Buyer in the case of an
announcement by Sellers, as to the content anddimrelease of and the media in which such statémeannouncement is to be made;
provided, that each of the parties hereto exprassigents to the press releases being issued clatidereof by the other party; and
provided, further, that in the case of announcemehiich outside counsel for any Party believes fRantty or its parent corporation is
required by law or under applicable stock exchaegaimilar securities trading) rules to make, &ssu release, the making, issuing or
releasing of any such announcement by such Paity parent corporation shall not constitute a bneaf this Agreement if such Party shall
have given, to the extent reasonably possiblelasstthan twenty-four (24) hours prior notice te tither Parties and shall have attempted, to
the extent reasonably possible, to clear the comaightime of such announcement, statement, acleummient or revelation with the other
Party. Each Party hereto agrees that it will naeasonably withhold any such consent or clearaiiter the Closing Date, except as required
by law, Buyer shall not make any public referertoeany Seller or any of its Affiliates in conjunmti with references to this Agreement, its
contents, the Purchase Transactions or Sellersbpasation of the Business or ownership of theskdaEntities, except to identify any Seller
as the past operator of the Business and the pemtraf the Alaska Entities.

6.2 Indemnification by Sellers.
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(a) If the Closing occurs, subject to the terms emrditions of this Section 6.2, including withdmtitation the limits on indemnity set forth
Section 6.2(d) hereof, Sellers, jointly and sevgrahall on an after-tax basis indemnify and hiwddmless Buyer and its Affiliates (including
the Alaska Entities after the Closing) and theapextive controlling persons, officers, directand aepresentatives

(individually, "Buyer Indemnitee" and collective§Buyer Indemnities") from, and will pay to any Baryindemnitee the amount (net of any
proceeds received by the Buyer Indemnities fromfany of insurance, indemnity or other source ahtmursement, or other offsets or
benefits, including tax benefits, obtained) of, &gs, liability, claim, judgment, damage, coseapense (including, without limitation,
interest, penalties, and the reasonable fees, ™isiments and expenses of attorneys, accountantsttardprofessional advisors) or diminui
in value, whether or not involving a third-partyich (collectively, "Losses"), arising, directly iodirectly from or in connection with:

(i) any breach or violation of any representationvarranty of any Seller contained in this Agreetrenof the date such representation or
warranty is made or deemed made under Sectiorothér(than those contained in Section 3.19 hereuif;h are solely covered by Section
6.2(b) below) or a material breach of any agreernenbvenant or any material failure of any Seiéeperform any of its obligations under
this Agreement; and

(i) any Losses resulting from any liability of anythe Alaska Entities (A) for any Taxes of Sddld@he Alaska Entities and their Affiliates
with respect to
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any Tax period or portion thereof ending on or befaugust 31, 1998 (or for any Tax period beginredore and ending after August 31,
1998 to the extent allocable (determined in a manassistent with Section 7) to the portion of spehiod beginning before and ending on
August 31, 1998) to the extent such Taxes areqiletated in the Net Working Capital of the Alaskatikes as of August 31, 1998, (B) any
Taxes payable as a result of the

Section 338(h)(10) Election (as hereinafter defjiéd) for the unpaid Taxes of any Person (othantany of the Alaska Entities) under Reg.
ss. 1.1502-6 (or any similar provision of statealpor foreign law), as a transferee or succesgocontract, or otherwise and (D) for any
Taxes attributable to any deferred income attribletto any deferred income by Reg. ss.ss. 1.150@a#8131.1502-14 or to any excess loss
account taken into income under Reg. ss. 1.150M¥ther case as a result of the consummatigheofransactions contemplated hereby.

(b) (i) After the date hereof, Sellers, jointly aselverally, shall:

(A) hold Buyer and each Alaska Entity harmless framy Losses, incurred by such entity to removeeaodhmission all underground storage
tanks identified on Schedule 3.19 or otherwisetlet®@n any property owned, leased or otherwiseatpery any Alaska Entity (plus all
associated expenses to remediate such sites iniaocgwith applicable Environmental Laws); and

(B) on an after-tax basis, indemnify and hold hassleach Buyer Indemnitee for, and reimburse eaghrBndemnitee against, any
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and all Losses (net of any proceeds received bBtlyer Indemnities from any form of insurance, imghéty by prior owner or other source
reimbursement, or other offsets or benefits ineclgdax benefits obtained) arising directly or iedity from or in connection with any breach
or violation of any representation or warranty of &eller contained in Section 3.19 of this Agreeie

(i) Except to the extent of the environmental ity in

Section 6.2(b), Buyer covenants not to and to cangeBuyer Indemnitee not to sue, directly or iadity, any Seller (or any Affiliate thereof)
for damages, injunctive relief or any other rebefremedy in any way related to any hazardous anbstor hazardous waste on under, in or
from the real property owned or operated by anyskdaEntity (the "Real Property") or any non-owned aperated disposal sites and Buyer
releases and agrees to cause each Buyer Indentinitelease Sellers from any and all claims or litéé arising out of such hazardous
substances or hazardous wastes.

(iii) Buyer shall have no right to claim indemniiyr or relating to Losses pursuant to this Secid@{b) to the extent that such Losses could
have been avoided or reduced through the exertidgeocare or reasonable mitigation measures. Bshat also have no right to
indemnification for or related to any Losses foliethpayment is obtained from insurance or from pthi&d-party sources. Prior to assertir
claim for indemnification or reimbursement agaiBstlers, Buyer shall use all reasonable efforisit@te all claims for recovery of

-56-



any claimed amounts from all other sources fromciiiecovery may reasonably be sought and expeaotdding GovernmentalEntities,
third parties or insurers. Any indemnity paymeng dunder this

Section 6.2(b) shall be subject to the limitatisasforth in

Section 6.2(d); provided, however, that no indeynpayment due under Section 6.2(b)(i)(A)shall bigjsct to such limitations except the
$60,000,000 cap on the maximum amount of inderatific payable by Sellers pursuant to this Agreentgeliers' environmental indemnit
obligation shall be extinguished and be of no ferttorce and effect as of November 1, 2002, exagthtrespect to claims against Sellers for
which Buyer has provided notice to Sellers in adaace with Section 6.2(c)(i), prior to such date.

(c) The following procedures will govern indemnéton of all claims against Sellers under this Aggnent.

(i) A Buyer Indemnitee seeking indemnification harder shall give written notice to Sellers of angttar with respect to which the Buyer
Indemnitee seeks to be indemnified (the "Buyer inigy Claim") prior to the expiration of the apgiale survival period specified in Section
12.8. Such notice shall state the nature of theeBlydemnity Claim and, if known, the amount of tless. If the Buyer Indemnity Claim
arises from a claim of a third party, the Buyerdnthitee shall give such notice within a reasonpbléod of time after the Buyer Indemnitee
has actual notice of such claim, and in the eveatta suit or other Proceeding is commenced, wiBidays after receipt of written notice by
the Buyer Indemnitee thereof. Notwithstanding amgherein to the contrary, the failure of a Buyer
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Indemnitee to give timely notice of a Buyer Indetyr€laim shall not bar such Buyer Indemnity Claircept and to the extent that the fail
to give timely notice has materially impaired thslity of Sellers to defend the Buyer Indemnity Bleor the time period for claiming
indemnification has expired.

(if) Promptly after receipt by a Buyer Indemnitdenotice of the commencement of any ProceedingBinger Indemnitee shall, if a claim in
respect thereof is to be made against Sellers uhder

Section 6.2, give written notice to Sellers of doenmencement thereof. Sellers, or any of them| beadntitled to participate in such
Proceeding and, to the extent that any Sellerswisly, to assume the defense thereof. If any Seléats to assume the defense of such
Proceeding, the Buyer Indemnitee shall cooperatikarefense of such Proceeding. Sellers shalspely Buyer Indemnitee's reasonable out-
of-pocket expenses incurred in connection with stadperation. Sellers shall keep the Buyer Indepenieasonably informed as to the status
of the defense of such Proceeding. If Sellers eletto assume(or fail to assume) the defenseatf Buoceeding, the Buyer Indemnitee may
assume the defense of such Proceeding with coahgelchoice (and reason- ably acceptable to B2lk the expense of Sellers. The Buyer
Indemnitee shall conduct any such defense, antirsttadettle any such Proceeding without the conskSellers, which shall not be
unreasonably withheld. A Buyer Indemnitee shalldhthe right to employ separate counsel if, in dBishier Indemnitee's reasonable judgn

at any time, either a conflict of interest betwsanh Buyer Indemnitee and any Seller exists ineetspf such claim, or there may
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be defenses available to such Buyer Indemniteehndnie different from or in addition to those avbitato any Seller and the representatio
both parties by the same counsel would be inapfatepand in that event (i) the reasonable feesapdnses of such separate counsel shi
paid by the Sellers and

(i) each of such Buyer Indemnitee and the Sebéadl have the right to conduct its own defensegpect of such claim. If Sellers elect to
assume the defense of a Proceeding asserted atj@i&tyer Indemnitee or against the Buyer Indeeenénd any Seller, (A) no compromise
or settlement thereof may be effected by Selletbawit the Buyer Indemnitee's written consent (whibkhll not be unreasonably withheld)
unless the sole relief provided is monetary damé#umsare paid in full by Sellers and the settlehiecludes an unconditional release of all
claims against the Buyer Indemnitee and (B) thedBuiydemnitee shall have no liability with respecany compromise or settlement thereof
effected without its written consent (which shadt be unreasonably withheld).

(d) (i) For purposes of this Section 6.2, the repreations and warranties of the Sellers contdieeein shall be deemed to have been made
without the modifying language "material,” "Matdti&Material Adverse Effect," or "to the Knowledgé Sellers" (or modifying language of
similar import). Accordingly,(A) all determinationsider Section 6.2 as to whether a representatisrmoanty has been breached or violated
shall be made as if such representation or warrastyhe case may be, contained no such modifgimgulage, and (B) the amount of the Loss
with respect to any claim arising from a breackiofation of any representation or warranty of 8edlcontained in this
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Agreement shall be determined without respect yoliamtation of materiality or knowledge containadsuch representation or warranty.

(i) Notwithstanding any other provision in this sg@ment, no indemnification shall be required torta@le by Sellers pursuant to this Section
6.2 with respect to any individual claim for Los$eswhich the amount claimed is $10,000 or less.i#dividual claim for Losses greater
than $10,000 shall be indemnified to the extent tie aggregate amount of all Losses exceeds $D000A claim for Losses that is less tt
$10,000 will not be considered in determining wieetlihe aggregate amount of all Losses exceeds &P@D In addition, the aggregate
amount of indemnification payable by Sellers pundua this Agreement shall in no event exceed $BD@D0 except with respect to breaches
of Section 3.5 as it relates to title to the stotkny of the Alaska Entities. Notwithstanding drigg in this paragraph to the contrary,
breaches of Section 3.21 shall not be subject tngluded for purposes of determining the amountden, any of thresholds contained in this
paragraph and the Buyer Indemnified Parties steaihbbemnified to the full extent of any Losses ¢urder, provided however that it shall be
subject to the $60,000,000 cap. Seller's obligatandemnify Buyer hereunder shall be extinguished be of no further force and effect
upon expiration of the applicable survival peripeéaified in Section 12.8, except with respect tirk against Sellers for which Buyer has
provided notice to Sellers prior to such expiratiomccordance with Section 6.2(c)(i). Following tBlosing, the sole remedy of Buyer for
any breach of a representation, warranty or
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covenant (other than representations, warrantiesvenants that specifically provide for equitatakef and subject to Section 12.5) made by
Sellers pursuant to this Agreement (except fomarcbased on common-law fraud) is to assert amimifecation claim pursuant to this
Section 6.2 or any other provision of this Agreetmaoviding for indemnity.

(iii) To the extent included in revenues before Asig31, 1998 and not booked as a payable at ABJLIst998, any amounts required to be
refunded to NECA for the carrier common line paml 1997 and the 8 months ended August 31, 1998 shaéimbursed by the Sellers to
Alaska Entities without reference to the limits f&eth in (ii) above.

(e) For purposes of this Section 6.2, tax bensfitdl include the present value of the benefiteftarry-forward losses that can reasonably be
expected to be used before the expiration of they-darward period.
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6.3 Indemnification by Buyer.

(a) If the Closing occurs, subject to the terms emnaditions of this Section 6.3, including, withdintitation, the limits on indemnity set forth
in Section 6.3(c)(ii) hereof, Buyer shall, on ateaftax basis indemnify and hold harmless eacteSald their Affiliates and their respective
controlling persons, officers, directors and repreatives

(individually, "Seller Indemnitee" and collectiveRSeller Indemnities") from and will pay to anylige Indemnitee the amount (net of
proceeds received by the Seller Indemnitee fromfamy of insurance, indemnity or other source ainteursement, or other offsets or
benefits, including tax benefits, obtained) of &mgses arising directly or indirectly from or inrs@ection with:

(i) any breach or violation of any representationvarranty of Buyer contained in this Agreemengaonaterial breach of any agreement or
covenant or any material failure of Buyer to periany of its obligations under this Agreement;

(i) the presence of hazardous substances or harskdastes on, under, above or from the Real Pxopfter the Closing Date, to the extent
that such Losses are related to Buyer's use, égei@t occupancy of the Real Property and to therdxhat such Losses' were caused,
contributed to or exacerbated by Buyer's activitiggrations or omissions; or

(iiif) any claim made for severance pay or otherunaration related to termination of employment odog on or after the Closing Date.
(b) The following procedures will govern indemnéton of all claims against Buyer under this Agrean
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(i) A Seller Indemnitee seeking indemnification énender shall give written notice to Buyer of anytteawith respect to which the Seller
Indemnitee seeks to be indemnified (the "Selleeimdity Claim") prior to the expiration of the apgalble survival period specified in Section
12.8. Such natice shall state the nature of thieSleldemnity Claim and, if known, the amount of thoss. If the Seller Indemnity Claim
arises from a claim of a third party, the Sellatdmnitee shall give such notice within a reasonpbléod of time after the Seller Indemnitee
has actual notice of such claim,and in the eveattdlsuit or other proceeding is commenced, wizbinlays after receipt of written notice by
the Seller Indemnitee thereof. Notwithstanding himg herein to the contrary, the failure of a Selifelemnitee to give timely notice of a
Seller Indemnity Claim shall not bar such Selletdmnity Claim except and to the extent that thieifaito give timely notice has materially
impaired the ability of Buyer to defend the Sellaiemnity Claim or the time period for claiming grdnification has expired.

(i) Promptly after receipt by a Seller Indemnitd#fenotice of the commencement of any ProceedirggSiller Indemnitee shall, if a claim in
respect thereof is to be made against Buyer uhiter t

Section 6.3, give written notice to Buyer of thertnencement thereof. Buyer shall be entitled toigipgte in such Proceeding and, to the
extent that Buyer may wish, to assume the defdreredf. If Buyer elects to assume the defensedf Buoceeding, the Seller Indemnitee
shall cooperate in the defense of such ProceeBunger shall pay such Seller Indemnitee's reasoraltl®f-pocket expenses incurred in
connection with such

-63-



cooperation. Buyer shall keep the Seller Indemniéasonably informed as to the status of the defefisuch Proceeding. If Buyer elects not
to assume (or fails to assume) the defense of Bumteeding, the Seller Indemnitee may assume defgrsich Proceeding with counsel of
its choice (and reasonably acceptable to Buyetheaexpense of Buyer. The Seller Indemnitee sloaltlact any such defense, and shall not
settle any such Proceeding without the consentugEB which shall not be unreasonably withheld.eNe$ Indemnitee shall have the right to
employ separate counsel if, in such Seller Indesefstreasonable judgment at any time, either dicoof interest between such Seller
Indemnitee and Buyer exists in respect of suchrglar there may be defenses available to suchr3etlemnitee which are different from or
in addition to those available to Buyer and theespntation of both parties by the same counseldimriinappropriate, and in that event (i)
the reasonable fees and expenses of such sepauateetshall be paid by Buyer and (ii) each of stetler Indemnitee and Buyer shall have
the right to conduct its own defense in respeauwh claim. If Buyer elects to assume the defehs® @roceeding asserted against the Seller
Indemnitee or against the Seller Indemnitee anceBUA) no compromise or settlement thereof magfibected by Buyer without the Seller
Indemnitee's written consent (which shall not beeasonably withheld) unless the sole relief prodidemonetary damages that are paid in
full by Buyer and the settlement includes an undiorthl release of all claims against the Selleteimnitee and (B) the Seller Indemnitee
shall have no liability with respect to any compisenor settlement thereof effected without its
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written consent (which shall not be unreasonabthiéld).

(c) (i) For purposes of this Section 6.3, the repntations and warranties of the Buyer containeéimaehall be deemed to have been made
without the modifying language "material" or "maatadverse effect" (or modifying language of samilmport). Accordingly, (A) all
determinations under Section 6.3 as to whethepsentation or warranty has been breached ortgtkhall be made as if such
representation or warranty, as the case may bégioed no such modifying language, and (B) the arhofithe Loss with respect to any
claim arising from a breach or violation of any negentation or warranty of Buyer contained in thigeement shall be determined without
respect to any limitation of materiality contairiadsuch representation or warranty.

(il) Notwithstanding any other provision in this Agggment, no indemnification shall be required tortaele by Buyer pursuant to this Section
6.3 with respect to any individual claim for Los$eswhich the amount claimed is $10,000 or less.irdividual claim for Losses greater
than $10,000 shall be indemnified to the extent tia aggregate amount of all Losses exceeds $D000A claim for Losses that is less tt
$10,000 will not be considered in determining wieetlihe aggregate amount of all Losses exceeds&P@D In addition, the aggregate
amount of indemnification payable by Buyer pursuarthis Agreement shall in no event exceed $6Q@ID Buyer's obligation to indemni
the Seller Indemnitee hereunder shall be extinguisind be of no further force and effect upon @tjoin of the applicable survival period
specified in Section 12.8, except with respectiaints against Buyer for which a Seller Indemnitas h
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provided notice to Buyer prior to such expiratiareccordance with

Section 6.3(b)(i). Following the Closing, the sodenedy of a Seller Indemnitee for any breach @&esentation, warranty or covenant (other
than representations, warranties or covenantspetifically provide for equitable relief and sutijéo Section 12.5) made by Buyer pursuant
to this Agreement is to assert an indemnificatilant pursuant to this Section 6.3 or any other {mion of this Agreement providing for
indemnification.

(d) For purposes of this Section 6.3, tax bensfit! include the present value of the benefitefcarryforward losses that can reasonably
expected to be used before the expiration of they-darward period.

6.4 Sellers Covenant Not to Compete. Sellers dtpaefrom the date hereof until one year afterGhesing Date, they will not, and will cat
their Affiliates (other than the Alaska Entitiesqurto Closing) not to, own, manage, operate, prienoo have any interest in (other than
passive ownership of less than 10% of the equigrésts of any publicly-held entity in which they kot have any board representation and
do not have any positive or negative governandgsigther than pro rata voting rights) or providegulting or advisory services to any other
corporation, entity or other Person engaged irptogision of any telecommunications services withia State of Alaska (provided Sellers
and their Affiliates may provide such services ®eason not more than 10% of whose revenues asraed in the State of Alaska to the
extent such consulting or advisory services argpmmtided primarily with or for the benefit of suéttaska related telecommunications
services). Sellers agree that such restrictive maweis reasonable in scope both in duration andmgghic coverage. This covenant may be
specifically enforced by Buyer.
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6.5 Employment Matters.

(a) Alaska Entity Employees. Following the ClosDagte, the Alaska Entity Employees shall be empldye&8uyer. Buyer shall be
responsible for any reemployment rights of any eyeés of Alaska Entities.

(b) Welfare Benefit Plans. Sellers and their Affiés shall continue to provide coverage under Séllelfare benefit plans, including, withc
limitation, life insurance, accidental death anshaiémberment, medical, dental, vision, health asdhility (“Welfare Benefit Plans") for ea
eligible Alaska Entity Employee and his or her ilig dependents from August 31, 1998 to the Clofate. Sellers shall retain the
responsibility for all post-retirement benefit aations and liabilities with respect to any empkwé any Alaska Entity who retired prior to
the Closing Date and Buyer shall not assume abjlitiawith respect to such claims. Following théo€ing Date, all Welfare Benefit Plan
claims incurred by the Alaska Entity Employees #Hredr eligible dependents after the Closing Datgldle Buyer's responsibility and shall
determined under Buyer's benefit plans. For purpbseeof, a claim or expense shall be considered tincurred" when the service giving
rise to such claim or expense is provided.

(c) Qualified Plan Transfer. Buyer shall provide &odefined contribution tax-qualified employee @en benefit plan and trust as a
replacement plan and trust to accept from the @grtelephone Enterprises, Inc. Dollars & Sense Rlah Trust ("Dollars & Sense") a plan-
to-plan transfer of assets, in cash, attributabkectounts of Alaska Entity Employees. The follagvathall apply to Alaska Entity Employees:
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(i) the plan-to-plan transfer may include one orenootes evidencing loans to the Alaska Entity Expgé from Dollars & Sense;
(i) the loan shall be maintained under such regsi@@nt plan substantially in accordance with theerirterms of such loan;

(iii) prior to such plan-to-plan transfer, Sellstsall provide Buyer with a copy of the latest faalnle determination letter (which has not been
revoked) recognizing the qualified status of Dal&rSense under Section 401(a) of the Code;

(iv) the plan-to-plan transfer shall occur as sasmeasonably practicable following the ClosingeDand

(v) the plan-to-plan transfer will be equal to Hezount balances of the Alaska Entity EmployeesasnydBuyer Employees (as defined
herein), determined as of the close of businesisenflay immediately preceding the date of suctsfean

Pacific Telecom Retirement Plan. Buyer shall previor a defined benefit tax qualified employee pembenefit plan and trust as a
replacement plan and trust to which shall be temefl or spun off, within a reasonable period witiafter the Closing and after receipt by
Buyer of a favorable determination letter that Braeific Telecom Retirement Plan and the relatest tiee qualified under Section 401(a) of
the Code, cash or cash equivalents, or to the erd¢gquested by Buyer, assets, equal to an amoffitient to fund, as of the Closing Date,
benefits accrued by the Alaska Entity EmployeesBunger Employees under the Pacific Telecom RetirdrRéan, based on the actuarial
assumptions
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attached hereto as Exhibit 6.5(d), plus $250,000 plarposes of this Section 6.5, "Buyer Employestsill include only those persons, who
employed by Buyer within 90 days of the Closing &t have a vested benefit under either Dollarsefise or the Pacific Telecom
Retirement Plan, as applicable.

Controlled Group Liability. Neither Buyer nor anf/tbe Alaska Entities shall be responsible for, Setlers and their Affiliates shall pay for
and, to the extent necessary, reimburse, Buyettandlaska Entities for any and all Losses arigingof or relating to any Controlled Group
Liability (as hereinafter defined). For purposesgod, "Controlled Group Liability" means any liabyl (a) under Title IV of ERISA, (b) under
Section 302 of ERISA, and (c) under Sections 4124871 of the Code, other than such liabilitieg Hrégse out of, or relate to, the employee
benefit plans maintained exclusively for the benaffithe Alaska Entities Employee(s).

6.6 Multiemployer Plans. After the date hereof anidr to Closing, Sellers agree to use their b#stts to ensure that no Alaska Entity
withdraws or partially withdraws from any Multiengyler Plan. The Parties agree that the transactiomzmplated by this Agreement do not
constitute a withdrawal or partial withdrawal undey Multiemployer Plan maintained or previouslyim@ined by any Alaska Entity, and
Parties agree to take no position inconsistentthigh. If it is determined that following the Clog, Sellers or Buyer would incur a
"withdrawal liability" within the meaning of Titl&v/ of ERISA) as a result of a complete or partidgthdrawal from any of the Multiemployer
Plans listed on Schedule 3.18 on the day afte€tbsing, then (i) to the extent that such comptetpartial withdrawal arises from or relates
to the consummation of the Purchase TransactialerS shall be responsible for such withdrawal
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liability and shall hold harmless and indemnify Buyor any withdrawal liability assessed againshgoosed upon Buyer or its Affiliates and
(i) in all other cases, Buyer shall be responsfblesuch withdrawal liability and shall hold haesk and indemnify Sellers for any withdra
liability assessed against or imposed upon Sedletkeir Affiliates.

6.7 License of Tradenames. At the time of the @igsEellers shall grant to Buyer perpetual exckisoyalty-free licenses in Alaska of the
trademarks, tradenames and service marks of Pdeifecom, Inc. and PTI Communications, Inc., inahgd without limitation, "Cellulink”,
"Digicall", "Digitrex", "Pacific Telecom", "PTI", PTI Communications", "The Directory”, and "PTI Ngbursuant to a license agreement in
the form attached hereto as Exhibit 6.7 (the "LsseAgreement"); provided, however, the license ureder shall only be effective as to the
use of such trademarks, tradenames and servicesrimattke State of Alaska, and Buyer and its Affdmshall not be entitled to, and are
specifically prohibited from, the use of any suademarks, tradenames and service marks in anglblodations other than the State of
Alaska, and the breach or threatened breach dfittemse Agreement shall give rise to immediatennfive relief without necessity of posti
bond, as provided therein.

6.8 Transition Services. Sellers and Buyer willeefto an agreement as of the date hereof, ifotime attached hereto as Exhibit 6.8 (the
"Transition Services Agreement") for the contingedvision of certain services to the Alaska Engitiyy any Seller or Affiliate thereof from
the date hereof until 180 days following the Clgsipate (or until Buyer sooner terminates with respe certain or all services as provided
for in the Transition Services Agreement).

6.9 Nonsolicitation and No Hire. Each Party agmeasto, and shall cause its Affiliates not to, tégrsolicit, or otherwise induce or
intentionally influence any individual who
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was an employee of the other Party (with respettiedSellers, the Alaska Entities shall be includs@n "other party" for purposes of this
Section 6.9) or its Affiliates as of June 30, 1@®&hereafter (an "Employee”) to discontinue emplewt with such entity, or actually employ
(or retain as consultant) any such Employee fagraod of two

(2) years from the date hereof, without the writtensent of the other Party. Each Party acknowketlgg the violations of this Section 6.10
could cause irreparable harm to the other Partyaagdoreach or threatened breach of this

Section shall give rise to injunctive relief withtdhe necessity of posting bond. This Section shaWive termination pursuant to Section
11.2.

6.10 Support Software. At the Closing, Sellers bgmrant to Buyer an option to purchase any softveessociated with the billing,
accounting, customer service, and network inforomatif the Alaska Entities, to the extent Selleydiéive no further need for such software
and (ii) are legally capable of such transferhtlsbe Buyer's responsibility to obtain any cornsdar such transfer at Buyer's cost. The
purchase price shall be negotiated in good faithsdrall approximate a reasonable market price. ptibn shall expire 90 days subsequent
to Closing.

6.11 Remediation. Prior to the Closing,Sellersisisg all commercially reasonable efforts to remand remediate in compliance with
Environmental Laws all underground storage tankatked on property owned, leased or operated Aladka Entities at Sellers' sole cost
expense, provided however, that in the event ah sanks are not removed or remediated prior t&flesing, Sellers shall continue to use all
commercially reasonable efforts, at Sellers' sokt and expense, in compliance with Environmengay4 until such removal and remediation
process is concluded. Subsequent to the Closiegetinoval and remediation process shall be conduetsuch a manner as to not
unreasonably interfere with the operations of theska Entities.
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6.12 Advances to Alaska Entities. As contemplatge&éction 2.2(b), Sellers agree to make availabtbe Alaska Entities cash advances (the
"Advances") upon request by the Alaska Entitiesnftame to time during the period from August 319890 the Closing Date. The Advances
shall bear interest at a rate equal to the 30 deydan Interbank Offered Rate ("LIIBOR") plus 10Gsisapoints, adjusted monthly. All
Advances shall be repaid in full on the Closingeéday payment of the Additional Amount calculatedsuant to

Section 2.2.

6.13 Severance Pay for Alaska Entities EmployeesnRhe day after the Closing Date until Decembelr9B9, Buyer will provide non-
represented Alaska Entity Employees who are termméhtnllowing the Closing Date because of a reaucin work force (layoff), job
elimination, dismissed because the employee iprogterly qualified or other termination by the emy@r without good cause related to the
employee's conduct, with severance pay which idasstthan the termination allowance set fortthan@entury Termination Allowance
Policy dated October 1,1 996, except that the miminamount of severance shall be four (4) weeksraage pay.

An Alaska Entity Employee's years of service forgmses of this Section 6.13 shall include the eygsts pre-losing service with PacifiCorp,
PacifiCorp Holdings, Inc., any Seller, any Alaskatify, or any Affiliate of any of the foregoing.

6.14 Ancillary Agreements. Sellers shall not, ahdllsnot permit the Alaska Entities to, make angrade, addition, amendment or other
modification to the forms attached hereto or tetheseof, or waive any provision of, or terminatg af, the Consulting Agreement, the
Transition Services Agreement or the License Agegr(collectively, the "Ancillary Agreements"), wiut the prior written consent of
Buyer.
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6.15 Intercompany Accounts. (a) From and after Au@1, 1998, neither the Alaska Entities, on the loand, nor the Sellers or any Affiliates
of Sellers (other than the Alaska Entities), ondtteer hand, shall increase any Intercompany Acg@xecept with respect to Advances or
payables incurred under the Transition ServicesAgent.

(b) Notwithstanding the foregoing, at any time ptio the Closing Date, and upon prior written netio Buyer, Sellers may cause the Alaska
Entities to declare and pay a dividend of intercamypreceivables equal to the net Combined InteremyReceivable to the extent that it is
positive, as of August 31, 1998, provided thaffalkes and other costs related to the declaratigayment of such dividend shall be borne
Sellers. Buyer agrees to use all commercially nealste efforts to cooperate with Sellers with respethe foregoing. To the extent the
Alaska Entities cannot declare and pay the dividenmhtemplated by this

Section 6.15(b) because of loan restrictions cemlibgal issues, Buyer will pay an amount equathéonet amount of the Combined
Intercompany Receivable if positive to Sellers ktsihig and Sellers will pay the net Combined Inbenpany Receivables to the Alaska
Entities at such time and in such amount. In adidjtafter the dividend or payment contemplatedhayforegoing provisions of this Section
6.15(b), all remaining Intercompany Accounts, whieh virtue of the foregoing provisions will havenat amount due equal to zero, will be
transferred to Buyer at the Closing without additibpayment and there will be no other Intercomp&ogounts outstanding.

SECTION 7
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COVENANTS WITH RESPECT TO TAXES

7.1 Tax Sharing Agreements. Any Tax allocationgimaity or sharing policy between Parent, CWI, Ghtltheir Affiliated Group, on the or
hand, and any of the Alaska Entities, on the otfaed, shall be terminated as of the Closing Datlevéth have no further effect for any
taxable year (whether the current year, a futues,y@ a past year).
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7.2 Returns for Periods Through the Closing Dag#le®s will include, or cause to be included, theame of the Alaska Entities (including
any deferred income triggered into income by Regss 1.1502-13 and 1.1502-14 and any excessdogsras taken into income under Reg.
ss. 1.1502-19) for all periods through the Clodixade on the consolidated federal and consolidateitary or combined state and local
income Tax Returns of Parent and its Affiliated Gr@nd, on behalf of the Alaska Entities, will paycause to be paid any federal and state
income Taxes attributable to such income. Estimatesich Taxes for the period between Septemb&998 and the Closing Date (the
"Estimated Income Tax Amount") shall be accrued thigron the books of the Alaska Entities and anyant not previously paid to Sellers
shall be included in the Additional Amount set Foii Section 2.2(b). Subsequent to Closing, Bupeall pay to Sellers at least two (2)
business days prior to the date on which Taxetode paid by Sellers with respect to such Tax Retan amount equal to the amount by
which the portion of such Taxes currently payabiéciv relate to the portion of such taxable periedibning after August 31, 1998 through
the Closing Date (but excluding Taxes attributablany deferred income triggered into income by.Rsgs. 1.1502-13 and 1.1502-14 and
any excess loss accounts taken into income undgrdRel.1502-19) exceeded the Estimated Incomeifreunt, and Sellers shall pay to
Buyer within two (2) days of the filing of such T&eturns, an amount equal to the amount by whielEtimated Income Tax Amount
exceeded the actual amount of the portion of swted currently payable on such Tax Return whichtedb the period beginning after
August 31, 1998 through the Closing Date. In thené¥hat the amount paid by Buyer pursuant tortireédiately preceding sentence exce
or is exceeded by, the amount properly allocabBuyger under such sentence, Sellers shall pay yeBihe amount of any excess, and Buyer
shall pay to
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Sellers the amount of any shortfall. Buyer will sauhe Alaska Entities to furnish Tax information periods ending on or prior to the
Closing Date to Parent for inclusion in the cordatied federal and state consolidated, unitary othéied income Tax Returns for Parent and
its Affiliated Group in accordance with the passium and practice of the Alaska Entities. Selleitsnet take, or cause or permit to be taken,
any position on such returns that relate to theskdaEntities that would adversely affect the AlaBkdities after the Closing Date, unless s
position would be reasonable in the case of a pdtsat owned the Alaska Entities both before aner die Closing Date. The income of the
Alaska Entities will be apportioned to the perigata and including the Closing Date and to theqabdfter the Closing Date by closing the
books of the Alaska Entities as of the end of thesiig Date.

7.3 Audits. Sellers will allow, or cause to be alkml, Buyer (without counsel present) to particig@t8uyer's own expense in any audits o
consolidated federal and consolidated, unitaryoontmned income Tax Returns of Parent and its Ati#d Group to the extent that such at
relate to the Alaska Entities. Sellers will nottksgtor cause or permit to be settled any suchtamd manner which would adversely affect the
Alaska Entities after the Closing Date unlessyphssettlement would be reasonable in the caseoefson that owned the Alaska Entities
both before and after the Closing Date, or

(i) Sellers obtain the prior written consent ofy®u, which consent shall not unreasonably be withhe

7.4 Section 338(h)(10) Election. At Buyer's optiSellers will join, and will cause their Affiliate@roup to join, with Buyer in making an
election under ss.338(h)(10) of the Code (and angesponding or similar elections under state,l|amaforeign Tax law) (collectively a
"ss.338(h)(10) Election™) with respect to the pasd and sale of the Alaska Stock hereunder;
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provided that all Taxes solely payable as a resfigtich ss.338(h)(10) Election shall be the sadpaasibility of Parent, CWI and CNI and
their Affiliate Group.

7.5 Taxes Other Than Income Taxes.

(a) Periods Ending on or Prior to the Closing D&llers shall prepare or cause to be preparetimpty file or cause to be timely filed, all
Tax Returns (other than Tax Returns covered undetidh 7.2) for the Alaska Entities for all periogfsding on or prior to the Closing Date.
The Alaska Entities shall pay all such Taxes. $&kdall make available copies of such Tax RettorBuyer at Buyer's request. Sellers shall
pay to the Alaska Entities at least two (2) bussrdsys prior to the date on which Taxes are paithéyAlaska Entities an amount equal to the
portion of such Taxes which relates to the portibeuch taxable period ending on August 31, 1998)¢ extent such Taxes are not reflected
in the Net Working Capital of the Alaska Entitiesaf August 31, 1998. To the extent the amountiohsTaxes reflected in Net Working
Capital of the Alaska Entities as of August 31, 8@3ceeds the amount of such Taxes applicablestpeghiod ending on August 31, 1998, the
Alaska Entities will pay such excess to Sellers.

(b) Periods Ending Subsequent to the Closing Eatgers shall prepare or cause to be prepared amaditfile or cause to be timely filed, all
Tax Returns (other than Tax Returns covered undetic 7.2) for the Alaska Entities for all periclgbsequent to the Closing Date. The
Alaska Entities shall pay all such Taxes. Buyellshake available copies of such Tax Returns téeBeht Sellers' request. Upon five (5)
days written notice, Sellers shall pay to the Atakktities at least two

(2) business days prior to the date on which Taxegaid by the Alaska Entities, an amount equéiieqortion of such Taxes
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which relates to the portion of such taxable pegnding on August 31, 1998, to the extent such JFaxe not reflected in the Net Working
Capital of the Alaska Entities as of August 31, 8.9Bo the extent the amount of such Taxes refleictétet Working Capital of the Alaska
Entities as of August 31, 1998 exceeds the amduwsuah Taxes applicable to the period ending onustu8l, 1998, the Alaska Entities will
pay such excess to Sellers.

7.6 Allocation Among Periods. For purposes of Segtion 7, in the case of any Taxes that are inthosea periodic basis and are payable for
a taxable period that includes (but does not efjddhogust 31, 1998, the portion of such Tax whidates to the portion of such taxable pe|
ending on August 31, 1998 shall (i) in the casarof Taxes not based upon or related to incomeceipts, be deemed to be the amount of
such Tax for the entire taxable period multipligdabfraction the numerator of which is the numbfedays in the taxable period ending on
August 31, 1998 and the denominator of which istlkber of days in the entire taxable period, d@izih(the case of any Tax based upon or
related to income or receipts be deemed to berttwaiat which would be payable if the relevant taggt#riod ended on August 31, 1998. All
determinations necessary to give effect to thegfoireg allocations shall be made in a manner carsistith prior practice of the Alaska
Entities.

7.7 Cooperation on Tax Matters.

(a) Buyer, the Alaska Entities, Sellers and thespective Affiliates shall cooperate fully, andtie extent reasonably requested by the other
party, in connection with the filing of Tax Retumpsrsuant to this Section 7 and in connection aiti audit, litigation or other Proceeding
with respect to Taxes. Such cooperation shall geline retention and (upon the other party's rejjthess provision, of records and
information
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which are reasonably relevant to any such autgation or other Proceeding and making employsadable on a mutually convenient basis
to provide additional information and explanatidrany material provided hereunder. The Alaska E&gjtand Sellers agree (i) to retain or
cause to be retained all books and records wifterso Tax matters pertinent to the Alaska Erttitidating to any taxable period beginning
before the Closing Date until the expiration of sit@tute of limitations (and, to the extent notifieay Buyer or CNI, any extensions thereof) of
the respective taxable periods, and to abide bieatird retention agreements entered into withtaxriyg authority, and (i) to give the other
party reasonable written notice prior to transfegridestroying or discarding any such books andrdscand, if the other party so requests,
Buyer, the Alaska Entities, Sellers or an AffilimeCNI, as the case may be, shall reasonably al@other party to take possession of such
books and records in such circumstances at suehn p#ity's expense.

(b) Buyer and Sellers further agree, upon requestse, or cause to be used, best efforts to ohtaircertificate or other document from any
Governmental Entity or any other person as maydoessary to mitigate, reduce or eliminate any hakd¢ould be imposed (including, but
not limited, with respect to the transactions comgfated hereby).

(c) Buyer and Sellers further agree, upon requestrovide, or cause to be provided, to the otlaetypall information that either party may be
required to report pursuant to Section 6043 ofGbde and all Treasury Department Regulations prgated thereunder.

7.8 Contests. Whenever any taxing authority assettaim, makes an assessment, or otherwise dsstheéeamount of Taxes for which any
Seller is or may be liable under
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this Agreement, Buyer shall, if informed of suchaamsertion, promptly inform CNI. CNI shall have tight to control any resulting
Proceedings to represent the Alaska Entities'éstsrtherein, and to determine whether and whsattte any such claim, assessment or
dispute, except to the extent such Proceedingsterminations affect the amount of Taxes for wiBclyer is liable under this Agreement.
Whenever any taxing authority asserts a claim, makeassessment or otherwise disputes the amotiakes for which Buyer is liable under
this Agreement, Sellers shall, if informed of sachassertion, promptly inform Buyer. Buyer shaltd¢éhe right to control any resulting
Proceedings and to determine whether and wherttte aay such claim, assessment or dispute, exodpe extent such Proceedings or
determinations affect the amount of Taxes for wiBefiers are liable under this Agreement; providexyever, that Buyer agrees, unless
otherwise required by law, not to take any positluat is inconsistent with a position taken by GNd its Affiliated Group with respect to
Taxes on or prior to the Closing Date, which positis reasonably likely to materially and adversHfgct the Tax liability of CNI or its
Affiliated Group.

7.9 Resolution of Disagreements Between Parent, @ZINI and Buyer. If

Sellers and Buyer disagree as to the amount ofslfmxevhich each is liable under this Agreemera®to the allocation pursuant to Section
7.10, Sellers and Buyer shall promptly consult eattier in an effort to resolve such dispute. If angh point of disagreement cannot be
resolved within sixty (60) days of the date of adtetion, Sellers and Buyer shall within ten (1@yd after such sixty (60)-day period jointly
select a nationally recognized independent pulgiiwanting firm which has not, except pursuant te th

Section 7.9, performed any services since Janyat996 for any of Parent, Sellers or Buyer or thespective Affiliated Groups or
Subsidiaries, to act as an arbitrator to resolthimvsixty (60) days after their selection, allipis of disagreement
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concerning Tax matters with respect to this Agresmaad presented to such accounting firm at the tifrits selection. If no nationally
recognized independent public accounting firm méetsaforementioned standard, Sellers and Buyegthetess shall attempt to agree on an
accounting firm that is satisfactory to both Paxtié the Parties cannot agree on the selecti@naccounting firm within such teday period
within two (2) business days after such ten-dayopethe Parties shall select an eligible natignedcognized accounting firm by lot.

7.10 Allocation of Purchase Price. The Partiesaghnat the Purchase Price (as finally adjustedyauntsto Section 2.2) and the liabilities of
the Alaska Entities (plus other relevant itemsjiueed by (i) $3,000,000 of the Purchase Priceishatoperly allocable to the Alaska PCS
Licenses and (ii) $5,000,000 of the Purchase Riiaeis properly allocable to Sellers' covenarattion 6.4, will be allocated to the asset
the Alaska Entities for all purposes (including Tend financial accounting purposes) in a mannesistant with the requirements of
Regulations ss.ss. 1.338(h)(10)-1 and 1.338(h)#®iTmautually agreed upon by Sellers and Buyer. Buper Alaska Entities, and Sellers will
file, or cause to be filed, all Tax Returns (indhglamended returns and claims for refund) andrimétion reports in a manner consistent \
such allocation.

SECTION 8

CONDITIONS PRECEDENT TO OBLIGATIONS OF BUYER

The obligations of Buyer to consummate the Closinder this Agreement are subject to the fulfillmenor to or on the Closing Date of the
following conditions precedent, except such offtiilowing conditions precedent as shall have beamessly waived in writing by Buyer.
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8.1 Representations and Warranties. (a) The repi8ens and warranties of Sellers contained is greement that contain the modifying
language "material," "Material," or "Material Adser Effect” are true and correct in all respectd,amy such representations and warranties
that are not so qualified are true and correctlimaterial respects, in each case, on and asaddte hereof and, with respect to the
representations and warranties contained in

Section 3.16 and any other representations whiehksps of August 31, 1998, on and as of Augus1338, and, for purposes of Section 6.2
shall be deemed made as of such date or datdw aate may be.

(b) To the extent actions are taken by Sellerberlaska Entities without the consent of the Cétast, or not taken after such actions are
requested to be taken by the Consultant (thosekemtwithout consent or not taken following suduest being, "Seller Actions"), any
representations and warranties which have beentaffdy such Seller Actions shall also be true@rdect as of the Closing Date with the
same effect as though such representations andntis had been made as of such date, with resplcto such Seller Actions and the
effects thereof, and, for purposes of Section Ball be deemed made as of such date.

(c) The representations and warranties contain&gations 3.1 through 3.6, 3.15, 3.21(p), 3.2%5@&) 3.26(c) and 3.27, that contain the
modifying language "material,” "Material," or "Matel Adverse Effect" shall also be true and corigedll respects, and any of such
representations and warranties that are not sdfigdashall be true and correct in all materialpests, in each case, as of the Closing Date
with the same effect as though such representagiodsvarranties had been made as of such datdéoand,
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purposes of Section 6.2 shall be deemed madesagbfdate.

8.2 Covenants. Sellers shall have performed, gadisind complied in all material respects withcaNenants and agreements required by this
Agreement to be performed, satisfied or complieith Wy them on or before the Closing Date; provitted, for purposes of this Section 8.2,
any action, or failure to act, taken at the writtequest of, or pursuant to explicit approval angemt of the Consultant or at the explicit
direction of the Consultant shall be deemed nitet@ material breach of covenant or agreementomtiterial failure to perform, satisfy or
comply with any obligation contained herein.

8.3 Material Adverse Effect. From the date heratfl the Closing Date, there shall have been naghahat would have a Material Adverse
Effect; provided, however, that Material Adversdefs shall not include changes as a result obastiaken by or with the consent of the
Consultant, changes in accounting principles @rpretations adopted by the Financial Accountirapn8ards Board, changes in general
economic conditions, including any change in thell®f interest rates, or industry-wide changetharegulatory environment (including but
not limited to the loss of, or changes resultimanirthe loss of, the Rural Exemption (as define8eation 251(f)(1) of the Communications
Act)); provided further, that, notwithstanding tleeegoing, a Material Adverse Effect shall be dedntehave occurred in the event that Bt
shall not have obtained, pursuant to the Debt Cdamaerits and in accordance with the terms set foethein, the funds that, when aggregated
with the funds to be provided pursuant to the BgGibmmitment, are necessary to consummate the 8gcfransactions contemplated
hereby.

8.4 Certificates. Buyer shall have received cedtes, dated the Closing Date, signed by a dulyosized officer of each Seller, in such
officer's representative capacity, without
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personal liability, certifying to the fulfilmentfahe conditions set forth in Sections 8.1, 8.2 &rgi

8.5 Certified Copy of Charter, Resolutions, etdle8g shall have delivered to Buyer (i) copiestified by the duly qualified and acting
Secretary or Assistant Secretary of each Selleesdlutions adopted by Boards of Directors of sBehers approving this Agreement and the
consummation of the transactions contemplated isyA@greement, (ii) certificates of incumbency datieel Closing Date of all officers of
Sellers who have been or will be authorized to atesor attest to this Agreement, or any statencamtificate or other instrument on behalf of
Sellers each showing specimen signatures of eathafticer and executed by the President or a Yiesident and the Secretary or Assistant
Secretary of each Seller and (iii) copies of thewtoents required by Section 3.6, dated as of tbei@j Date.

8.6 Opinion of Counsel for Sellers. Buyer shalléasceived an opinion of Boles, Boles & Ryan, celifer Sellers, dated the Closing Date,
in form and substance reasonably satisfactory eBun expressing any opinions as to matters afrelevant to conclusions of law, such
counsel may rely upon certificates of Sellers,dfficers and agents of Sellers, and of public @fi& In expressing any opinions as to matters
involving the law of other jurisdictions such coehmay rely on the opinion of other counsel.

8.7 Consents and Approvals. (i) All waiting periagplicable under the HSR Act shall have expiredesmn terminated, (ii) all consents and
approvals required by the FCC and the APUC, in easle, in a form reasonably satisfactory to Bustea)l have been obtained, and (iii) all
other registrations, Permits, filings, applicationstices, consents, approvals, orders, qualiboatand waivers required to be obtained or
made as of the Closing Date shall have been fitetie or obtained, except, in the case of this el&ii} for such registrations, filings,
notices,
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consents, pprovals, orders, qualifications and araiwhich would not, individually or in the aggrégaeasonably be expected to have a
Material Adverse Effect following the Closing.

8.8 Prohibitions. There shall have been no statute, injunction, restraining order, decree orestorder of any nature promulgated, enacted,
entered or enforced by any Governmental Entity tvisicall remain in effect which restrains, prohilitdelays the performance of this
Agreement or imposes significant penalties or daesam Buyer or the Alask Entities with respectaiogny other materially adverse relief or
remedy in connection with), the consummation ofRliechase Transactions or the performance of therrabobligations of the Buyer or the
Alaska Entities hereunder, and there shall be wed#ding pending or threatened seeking such relief.

8.9 Resignations. Buyer shall have received frooh brector and officer of each Alaska Entity frevhom such a resignation is requested a
resignation from all directorships and offices higjdsuch directors and officers in such entities.

8.10 Stock Certificates; Closing Documents. Selall have delivered to Buyer certificates repnésg the Alaska Stock, duly endorsed in
blank or accompanied by stock powers or otherunsénts of transfer duly executed in blank, andibhgasr accompanied by all requisite
stock transfer stamps. All Encumbrances on thekdl&tock shall have been eliminated or dischargeldsdl Encumbrances on assets of the
Alaska Entities, other than those set forth on 8ale8.10, shall have been eliminated or discharged Buyer shall have received evidence
thereof which is satisfactory to it. Sellers shale delivered to Buyer all documents or instrummeatjuired to be delivered pursuant to
Section 10.1.

8.11 Ancillary Agreements. Each of the Ancillaryr&gments shall have been executed and delivertteappropriate Parties and shall b
full force and effect as of the Closing Date.
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8.12 Outstanding Indebtedness. Sellers shall fekentall necessary actions, in a manner that dote®quire Sellers to prepay any
outstanding Indebtedness if the Purchase Transactiee not consummated, such that, as of the @l@ste, all outstanding Indebtedness
shall be prepayable and accelerated as of thergldxate with Buye responsible for all costs, experend fees related thereto. To the exten
reasonably possible, Buyer agrees to prepay afl sutstanding Indebtedness, at the direction dé&glon the Closing Date.

8.13 FIRPTA Affidavit. Sellers shall have deliverdBuyer an affidavit (a so-called "FIRPTA affiddlyin form and substance reasonably
satisfactory to Buyer duly executed and acknowlddgertifying facts that would exempt the transatti contemplated hereby from the
provisions of the Foreign Investment in Real Prop&ax Act.

8.14 Intercompany Accounts. In accordance withiBed.15, Sellers shall cause all Intercompany Aot® maintained between any Alaska
Entity and Sellers or any Affiliate of Sellers te batisfied and canceled and shall release andewiaiform and substance reasonably
satisfactory to Buyer, all claims of Sellers or afiiliate of Sellers, against any Alaska Entity.pdsitive net Combined Intercompany
Receivable balance shall be satisfied in accordesitte

Section 6.15(b). A negative net Combined Intercamyd@eceivable shall be satisfied through conversiaine balance into an equity
contribution from the Sellers to the Alaska Entitie
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SECTION 9

CONDITIONS PRECEDENT TO OBLIGATIONS OF SELLERS

The obligations of Sellers under this Agreementsattgect to the fulfillment prior to or on the Cieg Date of the following conditions
precedent, except such of the following conditiprecedent as shall have been expressly waivediiimgvby Sellers.

9.1 Representations and Warranties. The repregargaind warranties of Buyer contained in this A&gnent that contain the modifying
language "material," or "material adverse effecé'taue and correct in all respects, and any septesentations and warranties that are not sc
qualified are true and correct in all material \xsp, in each case, on and as of the Closing Ditltetlve same effect as though such
representations and warranties had been made oasawidsuch date.

9.2 Covenants. Buyer shall have performed, satisfied complied in all material respects with allemants and agreements required by this
Agreement to be performed, satisfied or complieith\wy it on or before the Closing Date.

9.3 Certificate. Sellers shall have received afazate, dated the Closing Date, signed by a dulharized officer of Buyer, in such officer's
representative capacity, without personal liahjldgrtifying to the fulfillment of the conditiongsforth in Sections 9.1 and 9.2 hereof.

9.4 Certified Copy of Resolutions. Buyer shall haedivered to Sellers
(i) copies, certified by the duly qualified andiagtSecretary or Assistant Secretary of Buyergegbtutions adopted by Buyer's Board of
Directors approving this Agreement and the consutiomaf the transactions contemplated by this Agrest, and (ii) certificates of
incumbency dated the Closing Date of all officer8oyer who have been or will be authorized to exer attest to this
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Agreement, or any statement, certificate or othstrument on behalf of Buyer, each showing specisigmatures of each such officer and
executed by the President or a Vice Presidentle&eécretary or Assistant Secretary of Buyer.

9.5 Opinion of Counsel for Buyer. Sellers shalléasceived an opinion of Wachtell, Lipton, RoseK&tz, counsel for Buyer, dated the
Closing Date, in form and substance reasonablgfaatbry to Sellers. In expressing any opinioncasatters of fact relevant to conclusion
law, such counsel may rely upon certificates of &uyhe officers and agents of Buyer, and of putliicials. In expressing its opinion as to
matters involving the law of other jurisdictionschucounsel may rely on the opinion of other counsel

9.6 Consents and Approvals. (i) All waiting periaplicable under the HSR Act shall have expiredesn terminated, (ii) all consents and
approvals required by the FCC and the APUC, in easke, in a form reasonably satisfactory to Sefleedl have been obtained, and (iii) all
other registrations, permits, filings, applicatipnetices, consents, approvals, orders, qualificatand waivers required to be obtained or
made as of the Closing Date shall have been fifetle or obtained, except, in the case of this eldiiy for such registrations, filings,
notices, consents, approvals, orders, qualificatamd waivers which would not, individually or lretaggregate, reasonably be expected to
have a material adverse effect on Buyer's abilitygansummate the transactions contemplated bylfill its obligations under, this
Agreement.

9.7 Prohibitions. There shall have been no statute, injunction, restraining order, decree orestorder of any nature promulgated, enacted,
entered or enforced by any Governmental Entity tvisicall remain in effect which restrains, prohilitdelays the performance of this
Agreements or imposes significant penalties or dga@n any Seller.
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9.8 Closing Documents. Buyers shall have delivéoe8ellers all other documents or instruments megiuio be delivered pursuant to Section
10.2.

SECTION 10

CLOSING DOCUMENTS

10.1 By Sellers. In addition to any other documemtsistruments to be delivered by Sellers to Bugetlers shall, on the Closing Date:

(a) deliver to Buyer certificates representingadithe outstanding capital stock of the Alaska &&gi duly endorsed for transfer, either in
blank on the certificates or on separate stock peassignments) accompanying the certificates, dfeEncumbrances;

(b) deliver all minute books and stock registerd ather records of the Alaska Entities;

(c) deliver the certificates required by Sectiof &nd 8.5;

(d) deliver the legal opinion required by Sectio6;8

(e) deliver documents evidencing the continuedterise or good standing of the Alaska Entities;
(f) deliver any resignations required by Sectid® 8.

(9) deliver proof of acceleration of the Indebtesmesquired by
Section 8.12;

(h) deliver the FIRPTA Affidavit required by Seati®.14; and
(i) provide such other proof or indication of stdidion of the conditions set forth in Section 8Bagyer may reasonably request.

10.2 By Buyer. In addition to any other documentgetruments to be delivered by Buyer to SellBrgyer shall, on the Closing Date:
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(a) deliver the Purchase Price,as adjusted, by ate@gqual to the Adjustment Amount (or the Estidatdjustment Amount as provided in
Section 2.2(c)) and the Additional Amount, in imriagdly available funds;

(b) deliver any amounts payable under the Trams@ervices Agreement in immediately available fynds

(c) deliver the certificates required by Sectior&&nd 9.4;

(d) deliver the legal opinion required by Sectioh; &nd

(e) provide any such other proof or indication afisfaction of the conditions set forth in Secttbas Sellers may reasonably request.

SECTION 11

TERMINATION

11.1 Right of Termination.

(a) This Agreement may be terminated:
(i) at any time prior to the Closing by the mutuaitten consent of Sellers and Buyer;

(i) by Sellers or Buyer by written notice to thener if the Closing shall not have occurred on&fobe the date that is one year from the date
hereof; provided, however, that the right to teraténthis Agreement under this Section 11.1(a)igllshot be available to Sellers or Buyer if
Sellers' or Buyer's, respectively, failure to fiiléir perform any obligation under this Agreemeasibeen a substantial cause of, or has
substantially resulted in, the failure of the Chapto occur on or before such date;
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(iii) by Sellers or Buyer in the event there idreaf and nonappealable order of a GovernmentatyEpiohibiting the Purchase Transactions
contemplated hereby;

(iv) by Buyer or Sellers in the event that any dtind to the obligations of such Party containe@action 8 and 9, respectively, becomes
incapable of being satisfied prior to the first mensary of the date hereof;

(v) by Buyer if there has been a material breachrbySeller of a covenant and such breach hasewsut tured within 30 days after receipt of
written notice thereof from Buyer;

(vi) by Sellers if there has been a material bréacBuyer of a covenant and such breach has not d@ed within thirty (30) days after
receipt of written notice thereof from Sellers

(vii) by Sellers upon 10 business days' writteriggoif Buyer falls to maintain the Financing Comménts; or
(viii)by Buyer if a Material Adverse Effect was @ifect prior to the date hereof.

11.2 Effect of Termination. In the event of termtioa of this Agreement pursuant to Section 11.Tegx as provided in this Section 11.2,
Section 6.9,

Section 12.1, and Section 12.3 hereof, this Agrewrmsigall forthwith become void and have no effaat there shall be no liability on the
of Buyer or Sellers, or their respective officatisectors or agents, except that nothing containghlis provision shall relieve any Party from
liability for any willful and knowing breach of argovenant or any willful and knowing breach of aagresentation or warranty.
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The Parties acknowledge that the sole remedy fpbasach prior to the Closing Date (other than lfwliand knowing breach)is to assert the
failure of a condition under Section 8 or Sectioor %0 assert its rights under Sections 11.1(af), (vii) or (viii).

SECTION 12

MISCELLANEOUS

12.1 Fees and Expenses. Except as disclosed odiBeHe.1, the Parties represent to each othenthhtoker or other person is entitled to
any fee or commission in connection with the negah or consummation of the transactions contetaglhereby, except for the fees of
attorneys and accountants for the respective BaBiglers and Buyer shall each pay their own esgeimcident to this Agreement and the
performance of their respective obligations hereunithicluding the fees of their respective accontstacounsel and investment bankers,
provided, however, that any filing fees for (i) tHSR Act application shall be paid by Buyer anjittie APUC and the FCC shall be paid
equally by Sellers on the one hand and Buyer omther hand.

12.2 Rights of Third Parties. Nothing in this Agmeent, other than the indemnification provisionstagred in Sections 6.2 and 6.3 whether
express or implied, is intended to confer any sgitremedies under or by reason of this Agreemetny Person other than the Parties
hereto, their respective successors and permisigidres, nor is anything in this Agreement intenttetlieve or discharge the obligation or
liability of any third person to any Party to tiigreement, nor shall any provision give any thiedgon any right of subrogation or action ¢
or against any Party to this Agreement.

12.3 Confidential Information.
(a) Buyer will hold in strict confidence and wikase its attorneys, accountants,
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employees, advisers and other agents acting fon @ behalf to hold in strict confidence, all datents, information concerning the Sellers
and, prior to the Closing Date, information condegrthe Alaska Entities, obtained pursuant to &dseement or in connection with the
transactions provided for herein (except to themixthat such documents or information (i) are iregito be disclosed by Applicable law or
any Governmental Entity; (ii) are already generalyilable to the public other than as a resuét disclosure by Buyer or its representatives
or (iii) become lawfully available to Buyer on amomnfidential basis from any third party (excludisfjiliates of Buyer) who is not under an
obligation of confidence) and, if the transactipngvided for herein are not consummated, such denfie shall be maintained and all such
documents shall be returned to Sellers togethér avity copies thereof.

(b) Each of the Sellers will hold in strict confiee and will cause its attorneys, accountants, @yepls, advisers and other agents acting 1

on its behalf to hold in strict confidence, all datents and information concerning the Alaska Ea#iexcept to the extent that such
documents or information (i) are required to beldised by Applicable law or any Governmental Endityii) are already generally available

to the public prior to the date hereof or (jii)ltaving the date hereof, are generally availableothan as a result of a disclosure by any Seller
or its representatives). As soon as practicableviahg the Closing Date, Sellers will deliver to ygar all materials, documents or information
related to the Alaska Entities and not requireddaetained by Sellers pursuant to Applicable Law.

12.4 Waiver. Sellers on the one hand and Buyeherther may, by written instrument, (i) extend tilhee for the performance of any of the
obligations or other acts of the
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other, (ii) waive any inaccuracies of the otheitsirepresentations and warranties, (iii) waive pbamce with any of the covenants or closing
conditions of the other contained in this Agreensand (iv) waive the other's performance of anyhefabligations set out in this Agreement,
provided, however, that no Party may grant any emithe effect of which would be unlawful. No wailgy a Party to this Agreement of a
breach of any term or condition hereof shall bestored to operate as a waiver of a subsequenttbafamny such term or condition or of any
other term or condition hereof.

12.5 Specific Performance. The Parties acknowl!ddagetheir obligations hereunder are unique, aatlittwould be extremely impracticable
to measure the resulting damages if any Party dhdeflult in its obligations under this Agreeméxdcordingly, in the event of the failure by
a Party to consummate the transactions contemptatiestby, or perform its obligations hereunder, WHailure constitutes a breach hereof by
such Party, the nondefaulting Party may, in additmany other available rights or remedies, swuity for specific performance.

12.6 Entirety of Agreement. This Agreement, inchgdthe exhibits and schedules hereto, states tire agreement of the Parties and merges
all prior negotiations, agreements and understgsdifiany. The Parties agree that in dealing withd parties no contrary representations
will be made.

12.7 Prohibited Negotiations. Prior to the Closidafe or the termination of this Agreement, Sellgitbnot, and will cause their respective
Affiliates, directors, officers, employees and eg@ntatives not to, solicit, encourage or respondduiries or proposals with respect to, or
furnish any information relating to or participateany negotiations or discussions concerning,aguisition or purchase of all or
substantially all of the stock, the assets of,fa substantial equity
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interest in, or any business combination with, ahthe Alaska Entities, other than as contemplatethis Agreement, and Sellers shall notify
Buyer immediately if any such inquiries or propssale received by, any such information is requefstem, or any such negotiations or
discussions are sought to be initiated with anyeBer Alaska Entity.

12.8 Survival. The representations and warranti@dery or on behalf of

(i) Sellers and (ii) Buyin this Agreement shall\@ue for a period of two (2) years from the Closibgte, except for (a) the representations
warranties contained in Sections 3.1, 3.2 andBu5d@nly as the representations and warrantiegatich 3.5 relate to title to the stock of any
Alaska Entity) which will survive without limit; (bthe representations and warranties containe@atich 3.19, which will survive until
November 1, 2002; and (c) the representations ardanties contained in Section 3.21, which wilkéue for six (6) months beyond tl
applicable statute of limitations. The covenantd agreements set forth herein shall survive thei@tpin accordance with their terms. The
Parties hereto, in executing and carrying out tlawipions of this Agreement, are relying solelytbe representations, warranties, covenants
and agreements contained or referred to hereimandpon any representation, warranty, covenaméeagent, promise or information,
written or oral, made by any Person or entity othan as specifically set forth herein.

12.9 Arbitration. Except as set forth in Sectio®(2), or in any Sections permitting specific pamiance or injunctive relief, any claim,
controversy or other dispute arising out of thigéament shall be resolved by arbitration. A sireglatrator having at least five years
experience in the telephone industry shall conthetrbitration under the then current rules of Aheerican Arbitration Association. Such
arbitrator shall be mutually agreed upon by thdi®arlf the Parties are unable to agree upon litrator each Party shall select a natural
person who meets the
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qualifications for the arbitrator. Together these individuals shall select a third natural persdro meets the arbitrator criteria, and such
third person shall serve as the arbitrator. TheeRddArbitration Act, 9 U.S.C. ss.ss. 1-15, notestaw, shall govern the arbitrability of all
claims. The arbitrator shall have authority to advewmpensatory damages only. Notwithstanding teequling sentence, the non-prevailing
Party shall bear responsibility for the prevailigrty's costs and attorneys' fees. The arbitraargsd shall be final and binding and may be
entered in any court having jurisdiction theredieTarbitration shall be conducted in Dallas, Texas.

12.10 Attorney Fees. If any arbitration, legal @ctor other Proceeding is brought for the enforagéthis Agreement, or because of an
alleged dispute, breach, default or misrepresemtédti connection with any of the provisions of thigreement, the successful or prevailing
Party shall be entitled to recover reasonable s’ fees and other costs incurred in that actigeroceeding, in addition to any other relief
to which it may be entitled.

12.11 Notices. Any notices or other communicatiatgiired or permitted under this Agreement shaBuféiciently given if sent by
commercial overnight delivery, facsimile (followbg otherwise sufficient delivery within a reasorebine), registered or certified mail,
postage prepaid, addressed as follows:

SELLERS:

Century Telephone Enterprises, Inc. 100 Centurk Paive Monroe, Louisiana 71203 Attn: W. Bruce Hank
Facsimile No.: (318) 362-1684

Copy to:
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Harvey P. Perry, Esq.
General Counsel

Century Telephone Enterprises, Inc. 100 Centuri Paive Monroe, LA 71203
Facsimile No.: (318) 388-9488

and
William R. Boles, Jr., Esq. and G. Robert Colliér, Esq.

Boles, Boles & Ryan
1805 Tower Drive
Monroe, LA 71201

Facsimile No. (318) 329-9150

BUYER:

W. Dexter Paine Il

ALEC Acquisition Corporation c/o Fox Paine & Compdt.C 950 Tower Lane
Suite 1950

Foster City, CA 94404

Facsimile No.: (650) 525-1396

Copies to:
Mitchell S. Presser

Wachtell, Lipton, Rosen & Katz 51 West 52nd Street
New York, New York 10019 Facsimile No.: (212) ~2000

Deborah J. Harwood
LEC Consulting Corporation 100 West 11th StreettesS Vancouver, Washington 98660 Facsimile No6Q)3993-5156

or to such other address as shall be furnishediting by any party and any such notice or commatigns shall be deemed to have been
given as of the date actually received.
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12.12 Amendment. This Agreement may be modifiedmended only by an instrument in writing, duly axed by the Parties hereto.

12.13 Further Assurances.

(a) After the Closing Date, the Parties, withoutler consideration, agree to execute such additdmcuments as may be reasonably
requested by the other Party to carry out the mepand intent of this Agreement and to fulfillithespective obligations hereunder. In case
at any time after the Closing Date any furtherarcts necessary or desirable to carry out the mapof this Agreement, the proper officers
and directors of each Party to this Agreement ghké# all such necessary or desirable action.

(b) Prior to and after the Closing Date, to theeaktreasonably requested by Buyer, Sellers agrpmtade the Alaska Entities with copies of
and access to all records, data or other informdt&ld by Sellers or its Affiliates (other than thiaska Entities) relating to the Alaska
Entities, and to cooperate with and to assist Buyéne preparation of audited financial statemenfthe Alaska Entities, to the extent such
financial statements relate to periods prior toG@hesing.

(c) Without limiting Sellers' obligations otherwiseder this Agreement, Sellers agree that to thenéxhere are any assets, services, facil
rights, interests or agreements needed for theatiparof the Business, and not transferred to Bageof the Closing Date or provided
pursuant to the Transition Services Agreemente8eWill work with Buyer to find a solution for tiguyer to obtain such needed assets,
services and facilities.

12.14 Governing Law. This Agreement shall be carestrand interpreted and the rights
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of the Parties covered by and enforced in accoelariit the laws of the State of Washington; prodideowever, that any dispute regarding
the reasonableness of the covenants and agreese¢ftsth in Sections 6.4 and 6.11 hereof, or ¢netorial scope or duration thereof, shall
be governed by the laws applicable to such dispute.

12.15 Counterparts. This Agreement may be exedntede or more counterparts, all of which shalbbe and the same Agreement and shall
become effective when one or more counterparts haga signed by each Party and delivered to ther thrty.

12.16 Binding Effect; Assignment. This Agreemerdlshe binding on, and shall inure to the bendfitlee Parties hereto and their respective
legal representatives, successors and assignsdedownowever, that Buyer may not assign its rigieteunder (other than to any Subsidiary
or Affiliate of Buyer to which assignment is exphsallowed) without the prior written consent dligrs and Sellers may not assign their
rights hereunder without the prior written conseinBuyer.

12.17 Meanings of Pronouns, Singular and Plurald&/oAll pronouns used in this Agreement shall bended to refer to the masculine,
feminine, neuter, singular and plural, as the iifeof the person to which or to whom referencensde may require. Unless the context in
which it is used shall clearly indicate to the cant, words used in the singular shall includeghgal, and words used in the plural shall
include the singular.

12.18 Headings. The headings in this Agreemeninaeted for convenience only and shall not comigti part hereof.
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IN WITNESS WHEREOF, CENTURYTEL OF THE NORTHWEST, IN C. has
executed this Agreement this 14th day of Augus$819
CENTURYTEL OF THE NORTHWEST, INC.:

BY: /s/ W Bruce Hanks

IN WITNESS WHEREOF, CENTURYTEL WIRELESS, INC. has e xecuted this
Agreement this 14th day of August, 1998.
CENTURYTEL WIRELESS, INC.:

BY: /s/ W Bruce Hanks

IN WITNESS WHEREOF, BUYER has executed this Agreentkis 14th day of August, 1998.
ALEC ACQUISITION CORPORATION:

BY: /s/ WDexter Paine, lll

SIGNATURE PAGE TO THAT CERTAIN PURCHASE AGREEMENTYBAND BETWEEN ALEC ACQUISITION CORPORATION,
CENTURYTEL OF THE NORTHWEST, INC., F/K/A PACIFIC TEECOM, INC., AND CENTURYTEL WIRELESS, INC. F/K/A
CENTURYTEL CELLUNET, INC., DATED AUGUST 14, 1998.
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Exhibit 10.2

CENTURYTEL OF THE NORTHWEST, INC.
(formerly known as PACIFIC TELECOM, INC.)

as the Issuer and
CENTURY TELEPHONE ENTERPRISES, INC.
as Guarantor and
THE FIRST NATIONAL BANK OF CHICAGO
as Trustee
FIRST SUPPLEMENTAL INDENTURE
Dated as of November 2, 1998
to
INDENTURE
between

CENTURYTEL OF THE NORTHWEST, INC.
(formerly known as PACIFIC TELECOM, INC.)

as the Issuer
and
THE FIRST NATIONAL BANK OF CHICAGO
as Trustee

Dated as of September 20, 1991



FIRST SUPPLEMENTAL INDENTURE

This FIRST SUPPLEMENTAL INDENTURE, dated as of Naveer 2, 1998 (this "First Supplemental Indenturis"among CENTURYTEL
OF THE NORTHWEST, INC. (formerly known as Pacifiel@com, Inc.), a Washington corporation, as thedséhe "Company"),
CENTURY TELEPHONE ENTERPRISES, INC., a Louisianapaation, as the Guarantor ("Century"), and THRET NATIONAL

BANK OF CHICAGO, a national banking association,Tagstee (the "Trustee").

RECITALS:

WHEREAS, the Company and Trustee executed andettetivan Indenture, dated as of September 20, 1881Q@riginal Indenture”),
pursuant to which unsecured Securities (as defiméfte Original Indenture) of the Company were é&ku

WHEREAS, Section 901(6) of the Original Indentureyides that the Company and the Trustee may érttean indenture supplemental to
the Original Indenture without the consent of th@dérs (as defined in the Original Indenture) tovie security for the Securities;

WHEREAS, on December 1, 1997, Century acquiredfdtie common stock of the Company;
WHEREAS, as the parent of the Company, Centunyili;ng to guaranty the repayment of the Securitieghe terms hereinafter set forth;

WHEREAS, the Company and Century desire to amea@®tiiginal Indenture pursuant to this First Suppatal Indenture to provide for
such guaranty;

WHEREAS, the Company further desires to amend ttigirial Indenture pursuant to this First Supplemaéhidenture to reflect the change
the Company's name from "Pacific Telecom, Inc."GenturyTel of the Northwest, Inc." and to refléa¢ Company's new address for
purposes of notices provided under the Originaéiridre;

WHEREAS, the execution and delivery of this Firapflemental Indenture have been duly authorizedappdoved by resolutions of the
Board of Directors of the Company and the BoarBioéctors of Century; and

WHEREAS, the Company and Century desire and haygerted the Trustee to join in the execution afidaty of this First Supplemental
Indenture for the purpose of amending the Origindénture.
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NOW, THEREFORE, for the equal and ratable benéfitlioHolders of the Securities, the Original Intie is hereby amended as follo\

ARTICLE 1
AMENDMENTS TO ORIGINAL INDENTURE

Section 1.1 Addition of Century as a Party. Ceniariyereby made a party to the Original Indentaseamended by this First Supplemental
Indenture, to the extent hereinafter provided.

Section 1.2 Change of the Company's Name and Asldfée first paragraph of the Original Indenturbéseby amended in its entirety to
state:

This INDENTURE, dated as of September 20, 199hetsveen CenturyTel of the Northwest, Inc. (formdatypwn as Pacific TeleCom, Inc.),
a corporation duly organized and existing undelldhes of the State of Washington (herein called"@empany"), having its principal office
at 100 Century Park Drive, Monroe, Louisiana 7128@ The First National Bank of Chicago, a natidraiking association, as Trustee
hereunder (herein called the "Trustee").

Section 1.3 Definitions. Section 101 of the Oridimalenture is hereby amended by adding the folgwdefinitions in their appropriate
alphabetical positions:

"Century" means Century Telephone Enterprises, &ntouisiana corporation.
"Guaranty" means the guarantee by Century of tlgenpat of principal and interest on the Securitiesspant to Section 312 hereof.
"Trustee Compensation" has the meaning specifi&kation 312.

Section 1.4 Notices, Etc., to Trustee, the CommargyCentury. Article One of the Original Indentigdereby amended by adding a new
subparagraph (3) to Section 105 to provide:

(3) Century by the Trustee or by any Holder shalkbfficient for every purpose hereunder (unleBsmtise herein expressly provided) if in
writing and mailed, by first class mail, to Centatythe following address:

Century Telephone Enterprises, Inc. 100 Centurk Paive Monroe, Louisiana 71203 Attention: Chieh&ncial Officer
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(with a separate copy mailed, by first class maithe Treasurer)

or at any other address previously furnished itimgito the Trustee by Century. Century shall bevjzted with a contemporaneous copy of
all notices delivered to the Company.

Section 1.5 Guaranty. Article Three of the Origilralenture is hereby amended by adding the follgwiew section in its appropriate
numerical position:

Section 312. Guaranty.

Century hereby unconditionally and irrevocably gudees to each Holder the due and punctual payohdéimé principal of and the interest
(including any additional interest, redemption pi@ms or other amounts payable in accordance wéhahms of the Securities) on the
Securities held by such Holder, when and as the sdrall become due and payable, whether at maturlty declaration of acceleration, call
for redemption or otherwise, according to the teafnsuch Securities and of this Indenture. Cenhaseby unconditionally and irrevocably
further guarantees to the Trustee the due and paingayment of any sums due to the Trustee undgio®e607 of this Indenture, when and
as the same shall become due and payable, in @@ dvith the terms of this Indenture (the "Trusteenpensation"). In case of the failure
of the Company punctually to make any such payrogptincipal, interest (including any additionaterest, redemption premiums or other
amounts payable in accordance with the terms oB#wirities) or Trustee Compensation, Century lyeagbees to cause any such payme
be made punctually when and as the same shall edamand payable, whether at maturity or by datitar of acceleration, call for
redemption or otherwise, and as if such paymene¢weade by the Company. Century hereby agreestshaltligations under this Section 312
shall be as if it were principal debtor and not ehgsurety, and shall be absolute, irrevocablewarabnditional, irrespective of the delay of
any action to enforce the same or the recoveryngfadgment against the Company. Except as provié&gkction 502 of this Indenture,
Century hereby waives diligence, presentment, denmampayment, filing of claims with the court ine event of insolvency or bankruptcy of
the Company, any right to require a proceeding figainst the Company, protest or notice with resfeany of the Securities or the
indebtedness evidenced thereby and all demandseeéar, and covenants that this Guaranty will modischarged except by complete
performance of the obligations contained in suatu8ges, this Guaranty and this Indenture.
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Century shall be subrogated to all rights of théddrs of any Securities against the Company inaeispf any amounts paid to such Holders
by Century pursuant to the provisions of this Gngraprovided, however, that Century shall not hétked to enforce, or to receive any
payments arising out of or based upon, such rifhtibrogation until the principal of, premium, ifyg and interest on all of the Securities
shall have been paid in full.

Section 1.6 Enforcement of Guaranty. Article Fiféhe Original Indenture is hereby amended by agitlire following paragraph after the
first paragraph of Section 502:

If an Event of Default with respect to Securitiésny series at the time Outstanding occurs agdrginuing, then in every such case the
Trustee or the Holders of not less than twenty-fieecent in aggregate principal amount of the @utding Securities of that series may also
declare all amounts due by Century to the Holdadeuthe Guaranty pursuant to Section 312 hereloé tdue and payable immediately, by a
notice in writing to Century and the Company (amdhie Trustee if given by the Holders), and uparhaieclaration the same shall become
immediately due and payable.

Section 1.7 Acceleration of Maturity; Rescission &mnulment. Article Five of the Original Indentusshereby amended by inserting in
Section 502 of the Original Indenture, in line seyé) of the paragraph beginning with the words dAy time after such", after the word
"Company", the word and punctuation ", Century".

Section 1.8 Collection of Indebtedness and Suit&fdorcement by Trustee. Article Five of the Onigi Indenture is hereby amended by
deleting from Section 503 of the Original Indent(ijehe paragraph beginning with the words "If tempany fails" and (ii) the paragraph
beginning with the words "If an Event of Defaultthvrespect”, and inserting the following in lieetlof:

If the Company fails to pay such amounts forthwigion such demand, the Trustee, in its own nameasandistee of an express trust, may
institute a judicial proceeding for the collectiofhthe sums so due and unpaid against the Com@emntury or both, may prosecute such
proceeding to judgment or final decree and mayreefthe same against the Company upon such Sesuaitd Century upon the Guaranty
and collect the moneys adjudged or decreed to &bpain the manner provided by law out of the propof the Company upon such
Securities and/or the property of Century upon ssBalranty, wherever situated.

If an Event of Default with respect to Securitiésny series occurs and is continuing, the Trustag in its discretion proceed to protect and
enforce its rights and the rights of the Holder§eturities of such series by such appropriateiaiddroceedings as
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the Trustee shall deem most effectual to protedteariorce any such rights, whether for the speeifitorcement of any covenant or
agreement in this Indenture or in aid of the exseraf any power granted herein, or to enforce dhgrgroper remedy, including, without
limitation, the enforcement of the Guaranty aga®situry.

Section 1.9 Trustee May Enforce Claims Without Bes®n of Securities. Article Five of the Origimadlenture is hereby amended by
inserting in line one (1) of Section 505 of thed@al Indenture, after the word "Indenture”, therdgoand punctuation ", the Guaranty".

Section 1.10 Limitations on Suits. Article Fivetb& Original Indenture is hereby amended by insgftin the third line of Section 507 of the
Original Indenture, after the word "Indenture", therds "or the Guaranty".

Section 1.11 Reports by Century. Article Severhef®@riginal Indenture is hereby amended by addiegdllowing new section in its
appropriate numerical position:

Section 705 Reports by Century.
Century shall:

(1) file with the Trustee, within fifteen days aft@entury is required to file the same with the @ussion, copies of the annual reports anc
information, documents and other reports (or copfesich portions of any of the foregoing as then@ussion may from time to time by ru
and regulations prescribe) which Century may beired to file with the Commission pursuant to

Section 13 or Section 15(d) of the Securities ErglaAct of 1934, as amended; or, if Century israqtiired to file information, documents
or reports pursuant to either of said Sectiong) thshall file with the Trustee and the Commissionaccordance with the rules and
regulations prescribed from time to time by the @ussion, such of the supplementary and periodizrinftion, documents and reports
which may be required pursuant to Section 13 oSbeurities Exchange Act of 1934, as amended sipe of a security listed and registe
on a national securities exchange as may be pbescciom time to time in such rules and regulations

(2) file with the Trustee and the Commission, io@dance with rules and regulations prescribed ftiome to time by the Commission, such
additional information, documents and reports wéspect to compliance by Century with the condgiand covenants of this Indenture as
may be required from time to time by such rules mgilations;

(3) transmit, within thirty days after the filingdreof with the Trustee, to the Holders, in the nesirand to the extent provided
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in Section 703(c) with respect to reports purstiardection
703(a), such summaries of any information, docusiant reports required to be filed by Century pamsto paragraphs (1) and (2) of this
Section as may be required by rules and regulapoescribed from time to time by the Commissiord an

(4) furnish to the Trustee annually a brief cectife from the principal executive officer, prindifimancial officer or principal accounting
officer, as to his or her knowledge, of Centurgmpliance with all conditions and covenants unter indenture which are applicable to
Century. For the purposes of this paragraph, saofptiance will be determined without regard to @eyiod of grace or requirement of not
provided under the Indenture.

ARTICLE 2
MISCELLANEOUS

Section 2.1 Definitions. Capitalized terms usedhewithout definition shall have the respectiveamiegs ascribed to them in the Original
Indenture.

Section 2.2 Confirmation of Indenture. Except ascffically amended and supplemented by this FisppEmental Indenture, the Original
Indenture shall remain in full force and effect astiereby ratified and confirmed.

Section 2.3 Concerning the Trustee. The Trustagass no duties, responsibilities or liabilitiesrlepson of this First Supplemental Indenture
other than as set forth in the Original Indenture.

Section 2.4 Governing Law. This First Supplemehtdénture, including, without limitation, the Guatg, shall be governed by the laws of
the State of New York.

Section 2.5 Separability. In the event any one orenof the provisions contained in this First Sepmpéntal Indenture shall for any reason be
held to be invalid, illegal or unenforceable in aegpect, such invalidity, illegality or unenforbday shall not affect any other provisions of
this First Supplemental Indenture, which shall bestrued as if such invalid, illegal or unenfordegirovision had never been contained
herein.

Section 2.6 Counterparts. This First Supplememi@éhture may be executed in multiple counterpagsh of which shall be deemed an
original, but all of which when taken together $leahstitute one and the same instrument.
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IN WITNESS WHEREOF, the parties hereto have catisisdrirst Supplemental Indenture to be executetdmtivered effective as of the
date first above written.

CENTURYTEL OF THE NORTHWEST, INC.
(formerly known as Pacific Telecom, Inc.)

BY: /sl David G Thiels

NANME: David G Thiels
TITLE: Vice-President, Treasurer
and Secretary

CENTURY TELEPHONE ENTERPRISES, INC.

BY: /sl R Stewart Ew ng, Jr.

NAME: R Stewart Ewi ng, Jr.
TI TLE: Seni or Vice-President and
Chi ef Financial Oficer

THE FIRST NATIONAL BANK OF CHICAGO

BY: /sl R Tarnas

NAME: R Tarnas
TITLE: President



EXHIBIT 11
CENTURY TELEPHONE ENTERPRISES, INC.

COMPUTATIONS OF EARNINGS PER SHARE
(UNAUDITED)

Three mont hs Nine months
ended Septemb er 30, ended September 30,
1998 1997 1998 1997
(Dollars , except per share amounts,
and sha res expressed in thousands)
Income (Numerator):
Net income $ 54,678 41 433 176,563 157,744
Dividends applicable to
preferred stock (102) (102) (306) (357)

Net income applicable to

common stock 54,576 41 ,331 176,257 157,387
Dividends applicable to

preferred stock 102 102 306 357
Interest on convertible

securities, net of taxes 93 120 279 360

Net income as adjusted for
purposes of computing
diluted earnings per share $ 54,771 41 553 176,842 158,104

Shares (Denominator)*:
Weighted average number of shares:
Outstanding during period 91,841 90 ,566 91,620 90,247
Employee Stock Ownership Plan
shares not committed to
be released (370) (432) (382) (445)

Number of shares for computing
basic earnings per share 91,471 90 ,134 91,238 89,802

Incremental common shares

attributable to additional

dilutive effect of convertible

securities 2,077 1 ,576 2,034 1,523

Number of shares as adjusted for
purposes of computing diluted

earnings per share 93,548 91 ,710 93,272 91,325
Basic earnings per share * $ .60 .46 1.93 1.75
Diluted earnings per share* $ .59 .45 1.90 1.73

* Reflects March 1998 stock split. See Nott



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE UNAUDITED CONSOLIDATED
BALANCE SHEET OF CENTURY TELEPHONE ENTERPRISES, INGND SUBSIDIARIES AS OF SEPTEMBER 30, 1998 AND THE
RELATED UNAUDITED CONSOLIDATED STATEMENT OF INCOMBE-OR THE NINE MONTH PERIOD THEN ENDED AND IS
QUALIFIED IN ITS ENTIRETY BY REFERENCE TO SUCH FINRCIAL STATEMENTS.

MULTIPLIER: 1,000

PERIOD TYPE 9 MOS
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199
PERIOD END SEP 30 199
CASH 3,94(
SECURITIES 0
RECEIVABLES 128,62t
ALLOWANCES 4,82¢
INVENTORY 24,84
CURRENT ASSET¢ 218,34(
PP&E 4,026,78
DEPRECIATION 1,781,33!
TOTAL ASSETS 4,636,17
CURRENT LIABILITIES 264,89¢
BONDS 2,392,68!
PREFERRED MANDATORY 0
PREFERREL 8,10¢
COMMON 91,92/
OTHER SE 1,368,60!
TOTAL LIABILITY AND EQUITY 4,636,17
SALES 0
TOTAL REVENUES 1,162,04
CGS 0
TOTAL COSTS 802,24:
OTHER EXPENSES 0
LOSS PROVISION 0
INTEREST EXPENSE 126,78!
INCOME PRETAX 300,17:
INCOME TAX 123,61(
INCOME CONTINUING 176,56:
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 176,56:
EPS PRIMARY 1.9¢
EPS DILUTED 1.9C



ARTICLE 5

THIS RESTATED SCHEDULE CONTAINS SUMMARY FINANCIALNFORMATION EXTRACTED FROM THE UNAUDITED
CONSOLIDATED BALANCE SHEET OF CENTURY TELEPHONE ENERPRISES, INC. AND SUBSIDIARIES AS OF SEPTEMBER
30, 1997 AND THE RELATED UNAUDITED CONSOLIDATED STREMENT OF INCOME FOR THE NINE MONTH PERIOD THEN
ENDED AND IS QUALIFIED IN ITS ENTIRETY BY REFERENCHO SUCH FINANCIAL STATEMENTS.

MULTIPLIER: 1,000

PERIOD TYPE 9 MOS
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199
PERIOD END SEP 30 199
CASH 11,28
SECURITIES 0
RECEIVABLES 74,57
ALLOWANCES 4,18¢
INVENTORY 9,13¢
CURRENT ASSET¢ 123,91:
PP&E 1,781,171
DEPRECIATION 635,61:
TOTAL ASSETS 2,273,70
CURRENT LIABILITIES 152,28
BONDS 565,63:
PREFERRED MANDATORY 0
PREFERREL 8,10¢
COMMON 60,51¢
OTHER SE 1,178,99
TOTAL LIABILITY AND EQUITY 2,273,70
SALES 0
TOTAL REVENUES 627,91.
CGS 0
TOTAL COSTS 437,99:
OTHER EXPENSES 0
LOSS PROVISION 0
INTEREST EXPENSE 33,53¢
INCOME PRETAX 247,99!
INCOME TAX 90,25!
INCOME CONTINUING 157,74«
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 157,74
EPS PRIMARY 2.6
EPS DILUTED 2.6(
End of Filing
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