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Item 2. Acquisition or Disposition of Assets.
Wireless Disposition

On August 1, 2002, CenturyTel, Inc. (the "Compargdinpleted the sale of substantially all of itseA@ss operations to an affiliate of
ALLTEL Corporation ("Alltel"). The Company agreed d&larch 19, 2002 to sell its wireless operationélttel for $1.65 billion in cash. Due
to a cross-ownership restriction that precludedstile of one minority-owned market, the Companwgired approximately $1.58 billion in
connection with the transaction (which the Compexgyects to be $1.255 billion after-tax). Alltel regreed to purchase this minority interest
from the Company for approximately $68 millionafnong other things, the Federal Communications Ciesiom waives the cross-
ownership restriction prior to February 1, 2003.&surance can be given that this sale will og@tithe $1.58 billion of cash consideration,
$11 million was paid by partners in the Companysskats that exercised "first refusal" purchasetsgand the balance was paid by Alltel.

In connection with this transaction, the Comparedied its (i) interests in its majority-owned amrated cellular systems, which at June
30, 2002 served approximately 783,000 customerdaddiccess to approximately 7.8 million pops &mdd in the Company's most recent
10-K Report), (ii) minority cellular equity interssrepresenting approximately 1.8 million popsuwatel30, 2002, and (iii) licenses to provide
Personal Communications Services ("PCS") coveriBgriillion pops in Wisconsin and lowa. Followingethale, the Company continues to
retain all of its local multi-point distribution stem licenses covering approximately 12.6 millioapg and PCS licenses covering
approximately 1.7 million pops.

The Company intends to use a portion of the prazeeckived from the sale of its wireless operattorfinance the pending $1.159 billion
acquisition of access lines in the state of Missfstam Verizon Communications, Inc. ("Verizon"), weh is expected to close on or about
August 31, 2002.

The Company's press release announcing the cooplgtithe wireless sale transaction is filed asilEk89.1 hereto



Verizon Acquisitions

On July 1, 2002, an affiliate of the Company pusgthfrom affiliates of Verizon assets comprisingp@Verizon's local exchange telephone
operations in the state of Alabama for approxinya$dl.0 billion cash. See the Company's Current RepoForm 8-K dated July 1, 2002 and
filed July 15, 2002 for additional information camning this transaction. On or about August 31,28 Company is expected to

consummate the acquisition of all of Verizon's lamachange telephone operations in the state ofddis for approximately $1.159 billion
cash.



Item 7. Financial Statements and Exhibits

(a) Financial statements of properties acquiret twe acquired

5.

6.

Verizon's Alabama Operations

. Report of Independent Auditors.

. Statements of Selected Assets, Selected Liabikind Parent Funding as of March 31, 2002 anémber 31, 2001.

. Statements of Income for the three months ediadh 31, 2002 and 2001 and the year ended Dece®ihe001.

. Statements of Parent Funding for the three nsostided March 31, 2002 and the year ended Dece3thb2001.

. Statements of Cash Flows for the three montde@&March 31, 2002 and 2001 and the year endedniiese31, 2001.

. Notes to Financial Statements.

Verizon's Missouri Operations

. Report of Independent Auditors.
. Statements of Selected Assets, Selected Liabikind Parent Funding as of March 31, 2002 aneémber 31, 2001.
. Statements of Income for the three months eMidh 31, 2002 and 2001 and the year ended Dece®ihe001.

. Statements of Parent Funding for the three nsostlded March 31, 2002 and the year ended Dece3thb2001.

Statements of Cash Flows for the three montdsa&March 31, 2002 and 2001 and the year endednibere31, 2001.

Notes to Financial Statements.

(b) Unaudited Pro Forma Consolidated CondensechEiakinformation

1.

2.

3.

4.

5.

Introduction.

Pro Forma Consolidated Condensed Statementofrle for the year ended December 31, 2001.

Pro Forma Consolidated Condensed Statementoifrie for the three months ended March 31, 2002.
Pro Forma Consolidated Condensed Balance Sseét\arch 31, 2002.

Notes to Unaudited Pro Forma Consolidated Cosetfinancial Information.

(c) Exhibits
2.1(a) Stock Purchase Agreement, dated March 19, 2002, between

CenturyTel, Inc. and Alltel Communication s, Inc. (incorporated

by reference to Registrant's Current Repo rt on Form 8-K filed

March 22, 2002).

2.1(b) Amendment No. 1 to Stock Purchase Agreeme nt, dated July 31,
2002, between CenturyTel, Inc. and Alltel Communications,
Inc., included herein.

23.1  Consent of Ernst & Young LLP

99.1  Press release announcing the disposition of the Company's
wireless operations.

In connection with the preparation of the speciappse financial statements presented below, Vienizade numerous assumptions and
allocations where specific data was not availaklgining to the acquired assets. Because of gmifisant amount of allocations and
estimates used to prepare these special purp@sefal statements and because the Company wilhtgptrese assets under a diffe



operating and management structure, they may flettéhe financial position and results of opeyas of the acquired properties after such
properties are acquired by the Company.

FINANCIAL STATEMENTS
Verizon's Alabama Operations

For the Three Months ended March 31, 2002 and 20d1Year ended December 31, 2001
Verizon's Alabama Operations
Financial Statements
For the Three Months ended March 31, 2002 and 20@1Year ended December 31, 2001
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Report of Independent Auditors

The Board of Directors and Shareowners
Verizon South Inc.

and

Contel of the South, Inc.

We have audited the accompanying special-purpasensént of selected assets, selected liabilitidgpanent funding of Verizon's Alabama
Operations (the Exchanges), a combination of caorgdomponents of Verizon South Inc. and ConteéhefSouth, Inc. (together, the
Companies) as of December 31, 2001, and the restadeiments of income, parent funding and cashsflawthe year then ended. These
financial statements are the responsibility of @menpanies’ management. Our responsibility is taesgan opinion on these financial
statements based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarsteements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirgg the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

As described in Note 2, the accompanying specigbgme financial statements were prepared for immtui; CenturyTel, Inc.'s (CenturyTel)
Form 8-K for purposes of complying with the ruleslaegulations of the Securities and Exchange Casion as required by Rule 3-05 of
Regulation S-X in connection with an asset purclz@geement between CenturyTel of Alabama L.L.@hally owned subsidiary of
CenturyTel and the Companies. The financial statésneaclude allocations of certain indirectly ditriable amounts on bases determined by
management of the Companies.

In our opinion, the special-purpose financial stegats referred to above present fairly, in all mateespects, the selected assets, selected
liabilities and parent funding of Verizon's Alaba@aerations as of December 31, 2001, and the sesiits operations and its cash flows for
the year then ended in conformity with accountiriggiples generally accepted in the United States.

/sl Ernst & Young LLP

April 24, 2002, except for Note 1,
as to which the date is July 1, 2002

Verizon's Alabama Operations Statements of Selekssdts, Selected Liabilities and Parent Funding

(Dollars in Thousands)

March 31, 2002 December 31, 2001

(Unaudited) (Audited)

Selected Assets
Current assets:
Accounts receivable, net of allowance of

$5,444 and $5,590, respectively $ 37,819 $ 40,574
Materials and supplies 961 876
Prepaid expenses 3,788 5,397
Deferred activation charges - current 4,371 4,385

Total current assets 46,939 51,232
Property, plant and equipment, net 245,457 243,235
Prepaid pension asset 34,141 33,273
Deferred activation charges - noncurrent 8,502 8,428
Other assets - 34

Total selected assets $ 335039 $ 336,202

Selected Liabilities and Parent Funding
Current liabilities:

Accounts payable $ 5323 $ 6,533
Advance billings and customer deposits 6,853 7,076
Accrued payroll-related costs 5,001 7,772
Deferred activation revenues - current 4,371 4,385
Other current liabilities 12,019 12,208

Total current liabilities 33,567 37,974



Employee benefit obligations
Deferred activation revenues - noncurrent
Other liabilities

Total selected liabilities

Parent funding

Total selected liabilities and parent funding $

28,352 28,384
8,502 8,428
691 649
71,112 75,435
263,927 260,767
335,039 $ 336,202

See accompanying note



Verizon's Alabama Operations Statements of Income

(Dollars in Thousands)

Year ended
Three Mont hs ended March 31  December 31
2002 2001 2001

() naudited) (Audited)
Operating Revenues
Local services $ 36,152 $ 34,998 $ 143,612
Network access services 20,738 24,608 90,952
Long-distance services 1,460 1,734 6,623
Other services 3,662 4,596 15,054
Total operating revenues 62,012 65,936 256,241
Operating Expenses
Cost of services 14,412 17,351 70,874
Selling, general and administrativ 7,448 10,019 37,816
Depreciation and amortization 9,015 9,019 36,542
Total operating expenses 30,875 36,389 145,232
Operating income 31,137 29,547 111,009
Interest expense, net 2,628 2,028 9,504
Other (income) expense (6) (29) 837
Income before income taxes 28,515 27,548 100,668
Income taxes 11,155 10,864 39,892
Net income $ 17,360 $ 16,684 $ 60,776

See accompanying note



Verizon's Alabama Operations Statements of ParendliRg

(Dollars in Thousands)

For the Three Months ended Marc
and the Year ended December 3

Balance at December 31, 2000
Net income (audited)
Net transfers to GTE Corporation (audited)

Balance at December 31, 2001 (audited)
Net income (unaudited)
Net transfers to GTE Corporation (unaudited)

Balance at March 31, 2002 (unaudited)

h 31, 2002
1, 2001

$ 263,927

See accompanying note



Verizon's Alabama Operations Statements of Caslvd=lo

(Dollars in Thousands)

Year ended
Three Mont hs ended March 31 December 31
2002 2001 2001
() naudited) (Audited)

Operating Activities

Net income $ 17,360 $ 16,684 $ 60,776
Adjustments to reconcile net

income to net cash provided by

operating activities:

Depreciation and amortization 9,015 9,019 36,542
Provision for uncollectible

accounts 1,784 1,458 5,774
Employee benefit obligations (900) 816 (2,045)

Changes in current assets
and current liabilities:

Accounts receivable 971 (3,975) (11,579)

Other current assets 1,464 299 (1,442)

Current liabilities (4,144) (6,888) 4,921
Other, net (113) 2,482 (992)

Net cash provided by operating

activities 25,437 19,895 91,955

Investing Activities

Capital expenditures (11,237) (11,843) (56,735)
Cash used in investing activities (11,237) (11,843) (56,735)
Financing Activities

Net transfers to GTE Corporation (14,200) (8,052) (35,220)
Cash used in financing activities (14,200) (8,052) (35,220)

Net change in cash during the period - - -
Cash at beginning of period - - R

Cash at end of period $ - $ - $ -

See accompanying note



Verizon's Alabama Operations
Notes to Financial Statemer
1. Description of Business

The selected local telephone exchanges (the Exelsamygluded in these special-purpose financidaéstants serve approximately 304,000
switched access lines in the state of Alabama.ExXolanges represent approximately 8% and 65%, cteply, of the switched access lines
in service for Verizon South Inc. and Contel of 8muth, Inc. (together, the Companies) and, omebawed basis, 13% of the Companies'
total access lines. The Companies are wholly oveadédidiaries of GTE Corporation (GTE), which is laolly owned subsidiary of Verizon
Communications Inc. (Verizon).

The Companies provide two basic types of teleconications services:

Exchange telecommunication service is the transomss telecommunications among customers locatiétima local calling area within a
LATA. Examples of exchange telecommunications sewinclude switched local residential and busiseségices, local private line voice
and data services and Centrex services. The Compalsio provide toll services within a LATA (intrQLA long distance).

Exchange access service links a customer's premuigethe transmission facilities of other telecominations carriers, generally interLATA
carriers. Examples of exchange access servicaglmawitched access and special access services.

The communications services provided by the Congsaaie subject to regulation by the state regylatmmmission of Alabama with respect
to intrastate rates and services and certain otlagters. The Federal Communications Commission jF€gllates rates that the Companies
charge long-distance carriers and end-user sulessribr interstate access rates.

On October 22, 2001, the Companies entered inasaet purchase agreement with CenturyTel of Aladai&., a wholly owned subsidia
of CenturyTel, Inc. (CenturyTel), to sell all inafichise switched access lines in the state of Atalbi@ CenturyTel. The transaction closed on
July 1, 2002.

2. Basis of Presentation

Historically, financial statements have not beegppred for the Exchanges, as they have no sepegalestatus or existence. The
accompanying speciidrpose financial statements have been prepanecesent the statement of selected assets, selatidities and parel
funding and statements of income and cash flowkeExchanges for inclusion in CenturyTel's Forid 8+ purposes of complying with the
rules and regulations of the Securities and Exca@mmmission as required by Rule 3-05 of Reguladiox for the transaction between
CenturyTel and the Companies. The accompanyingagaarpose financial statements have been preparaccordance with accounting
principles generally accepted in the United Statesg exchange-specific information where availdbiest revenue and property, plant and
equipment (PP&E) related accounts) and allocatidmsre data is not maintained on an exchange-spdwsis within the Companies' books
and records (most operating expenses, assetstbamrePP&E, and liabilities). Because of the siguifit amount of allocations and estimates
used to prepare these financial statements, thgynaiareflect the financial position or resultsopferations of the Exchanges after the sale to
CenturyTel.

The unaudited interim financial information presghherein has been prepared according to accouptiimgjples generally accepted in the
United States. In management's opinion, the inftiongresented herein reflects all adjustmentsgistimg only of normal recurring accrue
necessary to present fairly the interim selectesdtasselected liabilities and parent funding, @sdlts of operations and cash flows of
Verizon's Alabama Operations. The results for thierim periods are not necessarily indicative efribsults for the full year.

The accompanying special-purpose financial statésrinolude only those assets, liabilities and szlaiperations of the Exchanges as
historically incurred by the Companies and exclati®ther assets, liabilities and operations of@lmenpanies, specifically, affiliate accounts,
cash, debt, accrued interest, and tax-related talsimeet accounts. These spepiaipose financial statements also include the siS&abilities
and expenses related to employees who supportdtteakges, some of which are expected to remain@mps of the Companies following
the sale of the Exchanges.

Receivables related to end-user billings and opgyaevenues were identified by exchange usingiegiple billing system data. Receivables
related to carrier and other miscellaneous billiwmgse allocated to the Exchanges in proportioratoier revenues.

Accounts payable were allocated to the Exchangssdban operating expenses and capital expenditDtestomer advances and deposits
were allocated to the Exchanges based on totahueveAccrued payroll costs were allocated to theharges based on employee head count.
Other current liabilities and other liabilities weesllocated to the Exchanges based on accessolimé. ¢

The Exchanges' operating expenses include bothm@simcurred within their operating territoriestth@late directly to their exchanges (the
Direct Expenses) and amounts incurred in centiizerizon service centers that support multipleixtar companies (the Indirect Expens:
The Direct Expenses generally correspond with lpgarformed functions, which are likely to transfe the buyer of the Exchanges. 1



Indirect Expenses correspond to substantial bafikea$upport and overhead functions, which ardikely to transfer to the buyer, but that
the buyer will need to replace in some form in otdeoperate the Exchanges. The Indirect Expernses been allocated to the Companies
and further to specific exchanges within the Congm(including the Exchanges) based on estimatasaije or benefits received from such
services. The level of allocated Indirect Expenmaag not be representative of the buyer's ongoipgeses for these functions. Depreciation
and amortization were calculated by using the eel@troperty, plant and equipment data.

Management believes the allocations used to deterselected amounts in the financial statementagpmpriate methods to reasonably
reflect the related income or expense of the Exgban

3. Summary of Significant Accounting Policies anh€y Disclosures
The notes to the financial statements that followtain limited disclosure data where it can bewrably estimated for the Exchanges.
Revenue Recognition

Service revenues are recognized based on usageabfixchange networks and facilities and confiees. The Exchanges recognize product
and other service revenues when services are mwwdaccordance with contract terms and when mtsdare delivered and accepted by the
customers.

The Companies adopted the provisions of the Séesiand Exchange Commission (SEC) Staff AccourBindetin (SAB) No. 101, Revenue
Recognition in Financial Statements, effective dapd, 2000, as required by the SEC. As a resuh@fadoption of SAB No. 101, the
Companies defer nonrecurring service activatioemeres and costs and amortize them over the expectadf the customer relationship.
The deferred costs are equal to the activatiomeeenue and any excess cost is expensed immediataydeferred costs represent direct
costs associated with certain nonrecurring fee) a8 service activation and installation fees.

Maintenance and Repairs

The cost of maintenance and repairs, includingtd®t of replacing minor items not constituting gahsial betterments, is charged to cost of
services as these costs are incurred.

Materials and Supplies

Included in materials and supplies are new andatdasnaterials, which are stated principally atrage original cost, except that specific
costs are used in the case of large individualstem

Long-Lived Assets

The Companies assess the impairment of long-ligedta under Statement of Financial Accounting Stalsd(SFAS) No. 121, Accounting

for the Impairment of Long-Lived Assets and for lgehived Assets to Be Disposed Of, whenever eventhanges in circumstances indicate
that the carrying value may not be recoverableetenination of impairment, if any, is made basedstimates of future cash flows. (See
Recent Accounting Pronouncements - Impairment sp&sal of Long-Lived Assets below.)

Plant and Depreciation

Property, plant and equipment are recorded at Bagireciation expense is principally based on tmeposite group remaining life method
and straight-line composite rates. This method iges/for the recognition of the cost of the remagnnet investment in telephone plant, less
anticipated net salvage value, over remaining etwnnasset lives. This method requires the periogliigeew and revision of depreciation rat
The asset lives used are as follows:

Average Lives

(In Years)
Buildings 30-35
Central office equipment 5-10
Outside communications plant 15-50
Furniture, vehicles and other equipment 3-15

When depreciable telephone plant is replaced oedkin the normal course of business, the carrgimgunt of such plant is deducted from
the respective accounts and accumulated depretiatitharged.

Interest associated with the acquisition or comsion of plant assets is capitalized. Capitalizgédriest is reported as a cost of plant and a
reduction in interest expense. The Companies degith$1,756,000 of interest costs for the yearendecember 31, 200



Computer Software Costs

The Companies capitalize the cost of internal-w$evare which has a useful life in excess of onarye accordance with Statement of
Position (SOP) No. 98-1, Accounting for the Cost€omputer Software Developed or Obtained for imdétJse. Subsequent additions,
modifications or upgrades to internal-use softwarecapitalized only to the extent that they altbes software to perform a task it previously
did not perform. Software maintenance and traimiogts are expensed in the period in which theyrargred. Also, interest associated with
the development of internal-use software is capidl Capitalized computer software costs are damsartusing the straighthe method over
period of three to seven years.

Income Taxes

Verizon and its domestic subsidiaries, including @ompanies, file a consolidated federal incomeaatxn. The Companies participate in a
tax-sharing agreement with Verizon and remit taynpants to Verizon based on their respective tailitg on a separate company basis.

The Exchanges are not taxable entities. The Exasmgerating results are included within the Camgsafor income tax purposes. Althot
the Exchanges contribute significant plant-relaedporary differences (including investment taxdis) to the Companies' deferred tax
balances, the Companies do not allocate incomexp&nse, income tax payables or deferred incones tiexthe Exchanges. Deferred tax
assets or liabilities are included in parent fugdivithin these special-purpose financial statemértis provision for income taxes included in
the accompanying statement of income for the yede@ December 31, 2001 was calculated based donatime before income taxes of the
Exchanges and the Companies' effective tax rafjestad for permanent differences not attributablthe Exchanges. The primary difference
between the effective income tax rate and the tstgtdiederal income tax rate is state income tamespf federal tax benefits.

Advertising Costs

The Companies expense advertising costs as theyaneed. The Companies incurred $6.6 million dvertising costs in 2001. Based on the
number of access lines, the allocated advertisisgsdor the Exchanges were approximately $0.9aoniflor 2001.

Employee Benefit Plans

The Companies participate in the Verizon beneéihpl Under these plans, pension and postretiremeatthcare and life insurance benefits
earned during the year, as well as interest oreptejl benefit obligations, are accrued currentlprBervice costs and credits resulting from
changes in plan benefits are amortized over theageeremaining service period of the employeesarpeo receive the benefits.

Comprehensive Income

The Companies had no other comprehensive incomeaoents for the year ended December 31, 2001 dhéoquarters ended March 31,
2002 and 2001; therefore, the Companies' and tbhdiges' comprehensive income is the same asaoehén

Derivative Instruments

Effective January 1, 2001, the Companies adoptedSI¥o. 133, Accounting for Derivative InstrumentslaHedging Activities, and SFAS
No. 138, Accounting for Certain Derivative Instrumeand Certain Hedging Activities. SFAS No. 13Quiecs that all derivatives, includit
derivatives embedded in other financial instrumgoésmeasured at fair value and recognized asreifsets or liabilities on the Companies'
balance sheets. Changes in the fair values ofatarés not qualifying as hedges under SFAS No.d®Bany ineffective portion of hedges
are recognized in earnings in the current periddhriges in the fair values of derivative instrumerstsd effectively as fair value hedges are
recognized in earnings, along with changes in direvilue of the hedged item. Changes in the faiuer of the effective portions of cash flow
hedges are reported in other comprehensive incanterecognized in earnings when the hedged iteetgnized in earnings. The
Companies had no derivative instruments as of Dbeedl, 2001 or March 31, 2002 and 2001.

Recent Accounting Pronouncements
Business Combinations

In June 2001, the Financial Accounting Standardsr8¢FASB) issued SFAS No. 141, Business Combinatiohich applies to business
combinations occurring after June 30, 2001. SFASIMA requires that the purchase method of acamybg used and includes guidance on
the initial recognition and measurement of gooduuiltl other intangible assets acquired in the coatioim.

Goodwill and Other Intangible Assets

Effective January 1, 2002, the Companies adoptedS3¥o. 142, Goodwill and Other Intangible AssetSAS No. 142 no longer permits the
amortization of goodwill and indefinite-lived intgible assets. Instead, these assets must be revaweially (or more frequently under
certain conditions) for impairment in accordancéwthis statement. This impairment test uses avidire approach rather than the
undiscounted cash flows approach previously reduisgeSFAS No. 121. The goodwill impairment testen8FAS No. 142 requires a t-



step approach, which is performed at the repouimniglevel, as defined in SFAS No. 142. Step ommidies potential impairments by
comparing the fair value of the reporting unitt®darrying amount. Step two, which is only perfethif there is a potential impairment,
compares the carrying amount of the reporting sigivodwill to its implied value, as defined in SFAS. 142. If the carrying amount of the
reporting unit's goodwill exceeds the implied feiue of that goodwill, an impairment loss is remiagd for an amount equal to that excess.
Intangible assets that do not have indefinite Iwékcontinue to be amortized over their usefukls and reviewed for impairment in
accordance with SFAS No. 144, Accounting for th@daimment or Disposal of Long-Lived Assets. The dawopof SFAS No. 142 did not
impact the results of operations or statement letsed assets, selected liabilities and parentifigndecause the Companies had no goodwill
or other intangible assets as of January 1, 2002.

Impairment or Disposal of Long-Lived Assets

Effective January 1, 2002, the Companies adoptedSI¥o. 144. This standard supersedes SFAS No. A@1he provisions of APB Opinion
No. 30, Reporting the Results of Operat-Reporting the Effects of Disposal of a Segmerd Blusiness, and Extraordinary, Unusual and
Infrequently Occurring Events and Transactionshwegard to reporting the effects of a disposa ségment of a business. SFAS No. 144
establishes a single accounting model for assdis tisposed of by sale and addresses several BBAR1 implementation issues. The
adoption of SFAS No. 144 did not have a materitdatfon the results of operations or financial posi

Asset Retirement Obligations

In June 2001, the FASB issued SFAS No. 143, Acéogribr Asset Retirement Obligations. This standanavides the accounting for the
cost of legal obligations associated with the eatient of londived assets. SFAS No. 143 requires that compara@synize the fair value of
liability for asset retirement obligations in therjod in which the obligations are incurred anditzdige that amount as a part of the book v
of the long-lived asset. That cost is then deptediaver the remaining life of the underlying loihged asset. The Companies are required to
adopt SFAS No. 143, effective January 1, 2003.Cbmpanies are currently evaluating the impactribis standard will have on their future
results of operations or financial position.

4. Property, Plant and Equipment

The Companies maintain continuing property recondsch identify specific property, plant and equigamh (PP&E) balances, depreciation
reserves and annual capital expenditure amounthdédExchanges. The PP&E balance in the accompgusy@tement is based on these
exchange-specific amounts and does not includebmgations of common assets utilized in providihg centralized services described in
Note 2.

PP&E of the Exchanges is summarized as followsegteihber 31, 2001 (dollars in thousands):

Land $ 1,489
Buildings 38,690
Central office equipment 257,317
Outside communications plant 436,675
Furniture, vehicles and other work equipment 12,131
Other 12,183
Construction-in-progress 908
759,393
Less accumulated depreciation (516,158)
Property, plant and equipment, net $ 243,235

5. Employee Benefit Plans

The Companies participate in Verizon's benefit plaferizon maintains noncontributory defined bengdinsion plans for substantially all
employees. The postretirement healthcare andn#ferance plans for the Companies' retirees anddbpendents are both contributory and
noncontributory and include a limit on the Compahg&hare of cost for recent and future retirees. Companies also sponsor defined
contribution savings plans to provide opportunifeseligible employees to save for retirement dexadeferred basis.

The structure of Verizon's benefit plans does moviple for the separate determination of certagtldisures for the Companies or the
Exchanges.

Pension Plans

The Companies participate in noncontributory defibenefit pension plans sponsored by Verizon cagesubstantially all employees. The
benefits to be paid under these plans are gendradlgd on years of credited service and averagkdarnings. Verizon's funding policy,
subject to the minimum funding requirements of esypk benefit and tax laws, is to contribute sucbwarts as are determined on an actu



basis to accumulate funds sufficient to meet thhaglbenefit obligation to employees upon theirgetent. The Verizon plans are currently
funded at levels in excess of projected benefiigalibns. The assets of the plans consist primafilyorporate equities, government securities
and corporate debt securities.

The Exchanges' net periodic benefit credit was $8liBon for 2001. The net periodic benefit creftit the Exchanges was based on an
allocation of the Companies' net periodic beneétli. The allocations were based on the relativalver of active employees of the
Exchanges and retired employees of the Companiesmghe previously involved in the operations of Eiehanges to the Companies' total
active and retired employee participants of thegla

The prepaid pension asset shown on the accompafigarrial statements represents an allocatioh@fQompanies' net prepaid pension
cost. The allocation was based on the relative murabactive employees of the Exchanges and regéinegloyees of the Companies who w
previously directly involved in the operations b&tExchanges to the Companies' total active air@detmployee participants of the plans.

The significant weighted-average assumptions ugedebizon for the pension measurements were agviisliat December 31, 2001:

Discount rate 7.25%
Rate of compensation increase 5.00
Long-term rate of return on plan assets 9.25

Postretirement Benefits Other than Pensions

Substantially all of the Companies' employees axe@ed under postretirement healthcare and liferarce benefit plans sponsored by
Verizon. The determination of benefit cost for peStement health plans is generally based on cehgrsive hospital, medical and surgical
benefit plan provisions. The Companies intend talfamounts for postretirement benefits as deempibppate.

The Exchanges' postretirement benefit cost wasilidn for 2001. The postretirement cost for thechanges was based on an allocation of
the Companies' net postretirement benefit cost.dllbeation was based on the relative number éf@aemployees of the Exchanges and
retired employees of the Companies who were prslgdavolved in the operations of the ExchangetheoCompanies' total active and reti
employee participants of the plans.

The employee benefit obligations shown in the aqgamyging financial statements represent an allocaifdhe Companies' actuarially
determined postretirement healthcare and life arste benefit liabilities. The allocation was basedhe relative number of active employees
of the Exchanges and retired employees of the Coiepavho were previously involved in the operatiohthe Exchanges to the Companies'
total active and retired employee participantshefplans.

The weighted-average assumptions used by Veriztireiactuarial computations for healthcare andd@eefits were as follows at December
31, 2001:

Discount rate 7.25%
Long-term rate of return on plan assets 8.00
Medical cost trend rate at end of year 10.00
Ultimate (year 2005) 5.00

Savings Plans and Employee Stock Ownership Plans

Substantially all of the Companies' employees hgibée to participate in savings plans maintaitgdVerizon. Verizon maintains a leverag
employee stock ownership plan (ESOP) for its mamege employees of the former GTE subsidiaries. Utlde plan, a certain percentage
eligible employee contributions is matched withrelsaof Verizon's common stock. Verizon recognieeetaged ESOP cost based on the
modified shares allocated method for this leverdg8@P that held shares before December 31, 1989C®dmpanies recognize savings plans
costs based on their matching obligation attribtwidettheir participating management employees. titah to the ESOP, Verizon also
maintains a savings plan for nonmanagement empgoyatching contributions attributable to the Exutpas’ employees were included as
general and administrative expenses in these dgrajpose financial statements. The Exchanged' ¢atangs plans costs, based on an
allocation of the Exchanges' employees to the Compatotal employees, were approximately $726j0@D01.

6. Parent Funding and Interest Expense

For purposes of these statements, all funding rements have been summarized as "parent fundirthouti regard to whether the funding
represents debt or equity. No specific debt insémts can be directly associated with the Exchamgesare separate equity accounts
maintained. As such, interest expense, net ofésténcome, of the Companies for the year ende@iber 31, 2001 and the quarters ended
March 31, 2002 and 2001 was allocated to the Exgdmand shown in the accompanying statements ofiadased on the relative
percentage of the Exchanges' parent funding ttothédebt and equity for the Companies.

7. Transactions with Affiliate



Historically, extensive transactions have occubretiveen the Exchanges and GTE Communications Sgstemporation (GTE
Communications Systems), Verizon Information Sezsinc., Verizon Data Services Inc., Verizon Seavi(including Verizon Services
Corp., Verizon Services Group, and Verizon Corpopfrvices Group Inc.), GTE Funding and variousmdffiliates. These transactions
have included construction and maintenance servitzta processing and management services, amttiitgpand directories agreements.

The Companies' transactions with affiliates arersanized as follows (the respective informationas separately available for the
Exchanges):

Year ended
December 31, 2001

Contel of the Verizon
South South

(Dollars in Thousands)
Operating revenues:

Verizon Information Services Inc. $ 10 $ 1,100
Other revenue from affiliates 21,284 66,400
21,294 67,500
Operating expenses:
GTE Communications Systems 11,186 15,100
Verizon Information Services Inc. 143 4,200
Verizon Data Services Inc. 4,538 61,200
Verizon Services 9,501 122,100
Other - 200
25,368 202,800
Other income:
Equity loss from Ventures Ill - (9,300)
Interest expense (income), net:
Interest expense (income) to GTE, net 3,178 (300)
Plant, property and equipment:
Purchases from GTE Communications Systems 55 44,700
Transfer of advanced data assets from Ventures | 1l - 4,000
55 48,700

GTE Communications Systems (100% owned by Veripoayides construction and maintenance equipmeppli&s and electronic repair
services to the Companies. Such purchases andegie recorded at the lower of cost, includingtarn realized by GTE Communications
Systems, or fair market value.

The Companies have an agreement to provide subsdists, billing and collection and other servited/erizon Information Services Inc.
(Directories) (100% owned by Verizon). Directorlgis the Exchanges for printing and other cossoamited with regulatory requirements
included in the telephone directories, including tost of any Extended Area Service sections imitteetories. Directories also bills the
Exchanges for any advertising it places in theptebme directories. The amounts charged to the Comepéor these transactions are based on
fair market value.

Verizon Data Services Inc. provides data processémgices, software application development anditeaance, which generally benefit
Verizon's operating telephone subsidiaries, inclgdhe Companies. The amounts charged to the Caepfm these affiliated transactions
are based on proportional cost allocation methagieto

The Companies have contractual arrangements witlzdfeServices Inc. for the provision of variousitalized services. These services are
divided into two broad categories. The first catgge comprised of networkelated services, which generally benefit only ¥Yeni's operatin
telephone subsidiaries. These services includeetiagk sales, legal, accounting, finance, datagssing, materials management,
procurement, labor relations, and staff support/éaious network operations. The second categargnsprised of overhead and support
services, which generally benefit all subsidiané¥erizon. Such services include corporate goveceacorporate finance, external affairs,
legal, media relations, employee communicationpa@te advertising, human resources, and trea@arst. may be directly assigned to one
subsidiary or allocated to more than one subsidiaged on functional reviews of the work performed.

The Companies recognized interest expense/incomeninection with contractual arrangements with GTiEding to provide short-term
financing and cash management services to them.

In 2000, Verizon South Inc. transferred certainaathed data assets to an affiliated company, VeNamiures Il Inc. (Ventures 1), in
exchange for common stock of Ventures Ill. Thisisfar was done to satisfy a condition of the FG@|sroval of the Bell Atlantic-GTE
merger, which required the provision of advancetd darvices through a separate affiliate. ThrougB601, Verizon South Inc. continued to
invest in Ventures Il through the transfer of didial assets. As a result of the transfers, Veri@outh Inc. has an ownership interest in
Ventures lll, which is accounted for under the ggaoiethod of accounting. Verizon South Inc.'s ovshgs interest in Ventures 11l was 1.11%
at December 31, 200



The accompanying financial statements reflect gdagtses associated with the investment in Ventilires $837,000 in 2001 and an
investment in Ventures Ill, included in other assef $20,000 at December 31, 2001.

Other operating revenues and expenses include lfaisgeus items of income and expense resulting framsactions with other affiliates of
the Companies. These transactions include the gioovof local and network access services, biléind collection services, rental of faciliti
and equipment, and sales and purchases of matenidlsupplies. The Companies also earn fees froaffitiate for usage of its directory
listings.

The affiliated receivables and payables associattdthese transactions have been included in paweding.
8. Regulatory Matters

The state regulatory commission in Alabama regsltiie Companies' intrastate business. The Compargesso subject to regulation by the
Federal Communications Commission for their intesbusiness operations. The Companies' Alabaroa gap plan started in January 1€
The plan does not have an expiration date buwiswed every five years. There are three servitegaaies: basic, nonbasic and
interconnection. Basic services are capped foryiears from the September 1995 order date. Atrildeo&the cap, prices can be increased by
GDP-PI less a 1% productivity factor less any servieaggties (up to 0.75% maximum penalty). Nonbasicises can be increased beginn
January 1997 and prices can be increased a maxoh@6%s in the aggregate for a given year. Indiviquices can be changed more than
10% as long as the aggregate change is 10% oiTleeCompanies' intrastate access charges areccappecomposite rate of $0.064 per
minute. Tariff filings for incumbent local exchangarriers are presumptively valid. Earnings areragtilated.

9. Commitments and Contingencies

The Companies have noncancelable operating leasesirng certain buildings, office space and equipm&he Companies' rental expense
was $33,523,000 in 2001. Minimum rental commitmemtder these noncancelable leases are approxingtgymillion, $3.9 million, $3.7
million, $3.4 million, and $3.0 million for the yea2002 through 2006, respectively, and $9.6 mmiltieereafter. Based on the number of
access lines, the allocated rent expense of thedbges was approximately $4.4 million for 2001.

Various legal actions and regulatory proceedingspanding to which the Companies are a party agwe thre claims which, if asserted, may
lead to other legal actions. Management does rigveethe ultimate resolution of pending regulatand legal matters in future periods will
have a material effect on the financial positionl&f Companies or the Exchanges.

10. Segment Reporting

The Exchanges do not have separate reportable ségofaheir own. The Exchanges are part of the @ames, which have one reportable
segment - the provision of domestic wire line telfamunications services. Specifically, the Compapreside local telephone services
including voice and data transport, enhanced astboucalling features, network access, directosjstence and private lines. In addition,
Companies provide customer premises equipmenthdisitvn, billing and collection, and pay teleph@evices.

11. Financial Instruments

Financial instruments that subject the Companie®tzentrations of credit risk consist primarilysbfort-term investments and trade
receivables. Concentrations of credit risk withpexs to trade receivables other than those from ATRrp. (AT&T) are limited due to the
large number of customers. The Companies' revegemesrated from services provided to AT&T (primarigtwork access and billing and
collection) were 6.9% of total revenues for 2001.

While the Companies may be exposed to credit lodgego the nonperformance of their counterpartiesCompanies consider this risk
remote and do not expect the settlement of thassdctions to have a material effect on their tesmiloperations or financial position.
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Report of Independent Auditors

The Board of Directors and Shareowner
GTE Midwest Incorporated

We have audited the accompanying special-purpasensént of selected assets, selected liabilitidgparent funding of Verizon's Missouri
Operations (the Exchanges), a carved-out compaigsTE Midwest Incorporated (the Company), as oé&meber 31, 2001, and the related
statements of income, parent funding and cash ffowthe year then ended. These financial statesramet the responsibility of the Compa
management. Our responsibility is to express aniopion these financial statements based on out. aud

We conducted our audit in accordance with audistagndards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatiements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirgg the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

As described in Note 2, the accompanying specigbgme financial statements were prepared for immtui; CenturyTel, Inc.'s (CenturyTel)
Form 8-K for purposes of complying with the ruleslaegulations of the Securities and Exchange Casion as required by Rule 3-05 of
Regulation S-X in connection with an asset purclzgeement between CenturyTel of Missouri L.L.Guylelly owned subsidiary of
CenturyTel and the Company. The statements indlldeations of certain indirectly attributable amtgion bases determined by
management of the Company.

In our opinion, the special-purpose financial stadats referred to above present fairly, in all mateespects, the selected assets, selected
liabilities and parent funding of Verizon's MissbOperations as of December 31, 2001, and theteestilts operations and its cash flows for
the year then ended in conformity with accountiriggiples generally accepted in the United States.

/sl Ernst & Young LLP
April 24, 2002

Verizon's Missouri Operations Statements of SetkAtgsets, Selected Liabilities and Parent Funding

(Dollars in Thousands)

March 31, 2002 December 31, 2001

(Unaudited) (Audited)
Selected Assets
Current assets:
Accounts receivable, net of allowance of
$4,888 and $4,710, respectively $ 47,481 $ 48,267
Materials and supplies 705 577
Prepaid expenses 4,677 6,500
Deferred activation charges - current 3,752 3,820
Total current assets 56,615 59,164
Property, plant and equipment, net 392,610 390,409
Prepaid pension asset 83,353 80,794
Deferred activation charges - noncurrent 7,003 7,238
Total selected assets $ 539,581 $ 537,605
Selected Liabilities and Parent Funding
Current liabilities:
Accounts payable $ - $ 895
Advance billings and customer deposits 5,699 5,323
Accrued payroll-related costs 9,593 15,306
Deferred activation revenues - current 3,752 3,820

Other current liabilities 9,519 9,276



Total current liabilities

Employee benefit obligations
Deferred activation revenues - noncurrent
Other liabilities

Total selected liabilities
Parent funding

Total selected liabilities and parent funding

28,563 34,620

28,221 28,201
7,003 7,238
575 849
64,362 70,908
475,219 466,697

$ 539,581 $ 537,605

See accompanying notes.

Verizon's Missouri Operations Statements of Income

(Dollars in Thousands)

Three Mon
2002
(V]
Operating Revenues
Local services $ 27,818
Network access services 33,479
Long-distance services 3,934
Other services 5,442
Total operating revenues 70,673
Operating Expenses
Cost of services 17,447
Selling, general and administrative 9,096
Depreciation and amortization 12,115
Total operating expenses 38,658
Operating income 32,015
Interest expense, net 1,829
Other (income) expense 9)
Income before income taxes 30,195
Income taxes 11,688
Net income $ 18,507

Year ended
ths ended March 31  December 31
2001 2001
naudited) (Audited)
$ 26,052 $ 106,072
41,113 149,463
4,466 17,926
6,486 22,425
78,117 295,886
14,622 85,609
10,949 38,809
11,318 44,956
36,889 169,374
41,228 126,512
3,522 11,884
(49) 1,645
37,755 112,983
14,541 47,420

$ 23,214 $ 65,563

See accompanying notes.

Verizon's Missouri Operations Statements of Pafending

(Dollars in Thousands)

For the Three Months en
and the Year ended De

Balance at December 31, 2000
Net income (audited)
Net transfers to GTE Corporation (audited)

Balance at December 31, 2001 (audited)
Net income (unaudited)
Net transfers to GTE Corporation (unaudited)

Balance at March 31, 2002 (unaudited)

ded March 31, 2002
cember 31, 2001

$ 440,818
65,563
(39,684)

466,697
18,507
(9,985)

$ 475,219

See accompanying note



Three M

Operating Activities
Net income $18,5
Adjustments to reconcile net income
to net cash provided by operating
activities:
Depreciation and amortization
Provision for uncollectible accounts
Employee benefit obligations

Verizon's Missouri Operations

Statements of Cash Flows

12,1
11
2,5

Changes in current assets and current

liabilities:

Accounts receivable 4

Other current assets 1,
Current liabilities (6,2
Other, net (

Cash provided by operating activities

Investing Activities

6

24,3

Capital expenditures (14,3

Cash used in investing activities

Financing Activities
Net transfers to GTE Corporation

Cash used in financing activities

Net change in cash during the period
Cash at beginning of period

Cash at end of period $

(14,3

(9,9

(9,9

(Dollars in Thousands)

Year ended
onths ended March 31  December 31
02 2001 2001

(Unaudited) (Audited)

07 $ 23,214 $ 65,563

15 11,318 44,956
94 1,407 1,627
39)  (1,847) (7,440)
08)  (2,991) (6,633)
95 9,948 5,815
32)  (10,001) (7.,277)
31)  (6,381) (3,464)
01 24,667 93,147
16)  (9,474) (53,463)
16)  (9,474) (53,463)
85)  (15,193) (39,684)
85)  (15,193) (39,684)
- - $ -

See accompanying note



Verizon's Missouri Operations Notes to Financiat&mnents
1. Description of Business

The selected local telephone exchanges (the Exesaunrliuded in these special-purpose financig¢stants serve approximately 371,000
switched access lines in the state of Missouri. &@hanges represent substantially all of the sswidcaccess lines in service for GTE
Midwest Incorporated (Company or GTE Midwest). T@mpany is a wholly owned subsidiary of GTE Corpiora(GTE), which is a
wholly owned subsidiary of Verizon Communications.|(Verizon).

The Company provides two basic types of telecompatitins services:

Exchange telecommunication service is the transomss telecommunications among customers locati¢iima local calling area within a
LATA. Examples of exchange telecommunications sswinclude switched local residential and busisesgices, local private line voice
and data services, and Centrex services. The Congism provides toll services within a LATA (intrATA long distance).

Exchange access service links a customer's premuigethe transmission facilities of other telecominations carriers, generally interLATA
carriers. Examples of exchange access servicaglmawitched access and special access services.

The communications services provided by the Compa@aysubject to regulation by the Missouri Pubkev&e Commission with respect to
intrastate rates and services and certain oth@éemmafhe Federal Communications Commission (F@gUlates rates that the Company
charges long-distance carriers and end-user sbbssfor interstate access rates.

On October 22, 2001, the Company entered into set @sirchase agreement with CenturyTel of MissodriC., a wholly owned subsidiary
of CenturyTel, Inc. (CenturyTel), to sell all inafichise switched access lines in the state of Missm CenturyTel. The transaction is
expected to close in the third quarter of 2002.

2. Basis of Presentation

Historically, financial statements have not beegppred for the Exchanges, as they have no sepegalestatus or existence. The
accompanying specig@idrpose financial statements have been prepanasent the statement of selected assets, selatidities and parer
funding and statements of income and cash flowkeExchanges for inclusion in CenturyTel's Forid &+ purposes of complying with the
rules and regulations of the Securities and Exce&@gmmission as required by Rule 3-05 of Reguldiiot for the transaction between
CenturyTel and the Company. The accompanying speaigose financial statements have been preparaddordance with accounting
principles generally accepted in the United Stag#sg exchange-specific information where availgbiest revenue and property, plant and
equipment (PP&E) related accounts) and allocatidmsre data is not maintained on an exchange-spdiEsis within the Company's books
and records (most operating expenses, assetstbémrePP&E, and liabilities). Because of the siguifit amount of allocations and estimates
used to prepare these financial statements, thgynaiareflect the financial position or resultsopferations of the Exchanges after the sale to
CenturyTel.

The unaudited interim financial information presghherein has been prepared according to accouptiimgjples generally accepted in the
United States. In management's opinion, the inftiongresented herein reflects all adjustmentsgistimg only of normal recurring accrue
necessary to present fairly the interim selectsdtasselected liabilities and parent funding, @sdlts of operations and cash flows of
Verizon's Missouri Operations. The results forititerim periods are not necessarily indicativehaf tesults for the full year.

The accompanying special-purpose financial statésrinnlude only those assets, liabilities and seladperations of the Exchanges as
historically incurred by the Company and excludetier assets, liabilities and operations of GTEWest and Verizon and its other
subsidiaries, specifically cash, debt, accruedéste and tax-related balance sheet accounts. Bpes@l-purpose financial statements also
include assets, liabilities and expenses relatedrployees who support the Exchanges, some of vareraxpected to remain employees of
the Company following the sale of the Exchanges.

Accounts receivable and operating revenues aralmséhe applicable billing system information. &tleurrent assets and the current
liabilities of the Exchanges reflect the respectaéances of the Company, excluding amounts owad/fo affiliates.

The Exchanges' operating expenses include both@siocurred within their operating territoriesthalate directly to their exchanges (the
Direct Expenses) and amounts incurred in centiélizerizon service centers that support multipleixtar companies (the Indirect Expens:
The Direct Expenses generally correspond with Iggarformed functions, which are likely to transfe the buyer of the Exchanges. The
Indirect Expenses correspond to substantial bafikea$upport and overhead functions, which ardikely to transfer to the buyer, but that
the buyer will need to replace in some form in otdeoperate the Exchanges. The Indirect Expenges been allocated to GTE Midwest and
further to specific exchanges within GTE Midwesic{uding the Exchanges) based on estimates of usdagnefits received from such
services. The level of allocated Indirect Expenmsay not be representative of the buyer's ongoipgeses for these functions. Depreciation
and amortization were calculated using the relptegerty, plant and equipment data.

Management believes the allocations used to deterselected amounts in the financial statementagpmpriate methods to reasonably
reflect the related income or expense of the Exgbsu



3. Summary of Significant Accounting Policies anh€y Disclosures
The notes to the financial statements that followtain limited disclosure data where it can bewaably estimated for the Exchanges.
Revenue Recognition

Service revenues are recognized based on usageabfixchange networks and facilities and confiees. The Exchanges recognize product
and other service revenues when services are mwwdaccordance with contract terms and when mtsdare delivered and accepted by the
customers.

The Company adopted the provisions of the Secsréiel Exchange Commission (SEC) Staff AccountinieBo (SAB) No. 101, Revenue
Recognition in Financial Statements, effective dapd, 2000, as required by the SEC. As a resuhi@adoption of SAB No. 101, the
Company defers nonrecurring service activationmaes and costs and amortize them over the exptadf the customer relationship. -
deferred costs are equal to the activation feerméw@and any excess cost is expensed immediatedyd@ierred costs represent direct costs
associated with certain nonrecurring fees, sudensce activation and installation fees.

Maintenance and Repairs

The cost of maintenance and repairs, includingtd®t of replacing minor items not constituting gahsal betterments, is charged to cost of
services as these costs are incurred.

Materials and Supplies

Included in materials and supplies are new andatdasnaterials, which are stated principally atrage original cost, except that specific
costs are used in the case of large individualstem

Long-Lived Assets

The Company assesses the impairment of long-ligedta under Statement of Financial Accounting Statsd(SFAS) No. 121, Accounting
for the Impairment of Long-Lived Assets and for lgehived Assets to Be Disposed Of, whenever eventhanges in circumstances indicate
that the carrying value may not be recoverableetenination of impairment, if any, is made basedstimates of future cash flows. (See
Recent Accounting Pronouncements - Impairment sp8sal of Long-Lived Assets below.)

Plant and Depreciation

Property, plant and equipment are recorded at Bagireciation expense is principally based on tmaposite group remaining life method
and straight-line composite rates. This method iges/for the recognition of the cost of the remagnnet investment in telephone plant, less
anticipated net salvage value, over remaining etwnnasset lives. This method requires the periogliigeew and revision of depreciation rat
The asset lives used are as follows:

Average Lives

(In Years)
Buildings 30-35
Central office equipment 5-10
Outside communications plant 15-50
Furniture, vehicles and other equipment 3-15

When depreciable telephone plant is replaced oeckin the normal course of business, the carrgimgunt of such plant is deducted from
the respective accounts and accumulated depretiatitharged.

Interest associated with the acquisition or comsion of plant assets is capitalized. Capitalizgédriest is reported as a cost of plant and a
reduction in interest expense. During 2001, the @amy capitalized $206,000 of interest costs.

Computer Software Costs

The Company capitalizes the cost of internal-usevsoe which has a useful life in excess of oneryeaccordance with Statement of
Position (SOP) No. 98-1, Accounting for the Codt€omputer Software Developed or Obtained for ImtJse. Subsequent additions,
modifications or upgrades to internal-use softwarecapitalized only to the extent that they altbes software to perform a task it previously
did not perform. Software maintenance and traimiogts are expensed in the period in which theynargred. Also, interest associated with
the development of internal-use software is capidl Capitalized computer software costs are amgartusing the straightae method over
period of three to seven yea



Income Taxes

Verizon and its domestic subsidiaries, including @ompany, file a consolidated federal income ¢drn. The Company participates in a tax-
sharing agreement with Verizon and remits tax paysto Verizon based on its respective tax liabiit a separate company basis.

The Exchanges are not taxable entities. The Exasmogerating results are included within the Camgdar income tax purposes. Although
the Exchanges contribute significant plant-reldatedporary differences (including investment taxdas) to the Company's deferred tax
balances, the Company does not allocate incomexanse, income tax payables or deferred incongs taxthe Exchanges. Deferred tax
assets and liabilities are included in parent fagdvithin these special-purpose financial statemeFte provision for income taxes included
in the accompanying statement of income for the gaded December 31, 2001 was calculated basdtedndome before income taxes of
the Exchanges and the Company's 2001 effectiveataxadjusted for permanent differences not atizitle to the Exchanges. The primary
difference between the effective income tax ratéthe statutory federal income tax rate is staterime taxes, net of federal tax benefits.

Advertising Costs
The Company expenses advertising costs as theganeed. In 2001, the Company incurred $1,303j00@dvertising costs.
Employee Benefit Plans

The Company participates in the Verizon benefihpldnder these plans, pension and postretirensatthicare and life insurance benefits
earned during the year, as well as interest oreptejl benefit obligations, are accrued currentiprBervice costs and credits resulting from
changes in plan benefits are amortized over theageeremaining service period of the employeesarpeo receive the benefits.

Comprehensive Income

The Company had no other comprehensive income coemt® for the year ended December 31, 2001 orutheears ended March 31, 2002
and 2001; therefore, the Company's and the Exctemogmprehensive income is the same as net income.

Derivative Instruments

Effective January 1, 2001, the Company adopted SHASL33, Accounting for Derivative Instruments atheldging Activities, and SFAS N
138, Accounting for Certain Derivative Instrumeatsl Certain Hedging Activities. SFAS No. 133 regsithat all derivatives, including
derivatives embedded in other financial instrumgoésmeasured at fair value and recognized asreifisets or liabilities on the Company's
balance sheet. Changes in the fair values of derésanot qualifying as hedges under SFAS No. I8Bamy ineffective portion of hedges are
recognized in earnings in the current period. Ckarig the fair values of derivative instrumentsdusectively as fair value hedges are
recognized in earnings, along with changes in déirevilue of the hedged item. Changes in the faiuer of the effective portions of cash flow
hedges are reported in other comprehensive incanterecognized in earnings when the hedged iteetgnized in earnings. The Comps
had no derivative instruments as of December 30120 March 31, 2002 and 2001.

Recent Accounting Pronouncements
Business Combinations

In June 2001, the Financial Accounting Standardsr8¢FASB) issued SFAS No. 141, Business Combinatiohich applies to business
combinations occurring after June 30, 2001. SFASIMA requires that the purchase method of acamybg used and includes guidance on
the initial recognition and measurement of gooduuiltl other intangible assets acquired in the coatioim.

Gooduwill and Other Intangible Assets

Effective January 1, 2002, the Company adopted SNASL42, Goodwill and Other Intangible Assets. SH¥0. 142 no longer permits the
amortization of goodwill and indefinite-lived intgible assets. Instead, these assets must be relvaweially (or more frequently under
certain conditions) for impairment in accordancéwthis statement. This impairment test uses avidire approach rather than the
undiscounted cash flows approach previously reduisgeSFAS No.

121. The goodwill impairment test under SFAS N fdquires a twatep approach, which is performed at the repodimiglevel, as define
in SFAS No.

142. Step one identifies potential impairments dyparing the fair value of the reporting unit ®darrying amount. Step two, which is only
performed if there is a potential impairment, conggahe carrying amount of the reporting unit'sdyaid to its implied value, as defined in
SFAS No. 142. If the carrying amount of the repaytunit's goodwill exceeds the implied fair valdahat goodwill, an impairment loss is
recognized for an amount equal to that excessdjitiée assets that do not have indefinite lives eghtinue to be amortized over their useful
lives and reviewed for impairment in accordancé@8EAS No. 144, Accounting for the Impairment osjfisal of Long-Lived Assets. The
adoption of SFAS No. 142 did not impact the resoitsperations or statement of selected assetstsel liabilities and parent funding
because the Company had no goodwill or other indmgssets as of January 1, 2C



Impairment or Disposal of Long-Lived Assets

Effective January 1, 2002, the Company adopted SNASL44. This standard supersedes SFAS No. 12thangrovisions of APB Opinion
No. 30, Reporting the Results of Operat-Reporting the Effects of Disposal of a Segmerd Blusiness, and Extraordinary, Unusual and
Infrequently Occurring Events and Transactionshwégard to reporting the effects of a disposa ségment of a business. SFAS No. 144
establishes a single accounting model for assdis ttisposed of by sale and addresses several SBAR1 implementation issues. The
adoption of SFAS No. 144 did not have a materiatfon the results of operations or financial posi

Asset Retirement Obligations

In June 2001, the FASB issued SFAS No. 143, Acdogribr Asset Retirement Obligations. This standamalides the accounting for the
cost of legal obligations associated with the eatient of longived assets. SFAS No. 143 requires that compar@synize the fair value of
liability for asset retirement obligations in therfpd in which the obligations are incurred anditzdige that amount as a part of the book v
of the long-lived asset. That cost is then deptediaver the remaining life of the underlying loinged asset. The Company is required to
adopt SFAS No. 143 effective January 1, 2003. Theagany is currently evaluating the impact this retandard will have on its future
results of operations or financial position.

4. Property, Plant and Equipment

The Company maintains continuing property recondsch identify specific property, plant and equipthé?P&E) balances, depreciation
reserves and annual capital expenditure amounthdédExchanges. The PP&E balance in the accompgusy@tement is based on these
exchange-specific amounts and does not includebmgations of common assets utilized in providihg centralized services described in
Note 2.

PP&E of the Exchanges is summarized as followsemieinber 31, 2001 (dollars in thousands):

Land $ 3,280
Buildings 69,247
Central office equipment 336,084
Outside communications plant 524,915
Furniture, vehicles and other work equipment 25,624
Other 33,898
Construction-in-progress 475
993,523
Less accumulated depreciation (603,114)
Property, plant and equipment, net $ 390,409

5. Employee Benefit Plans

The Company patrticipates in Verizon's benefit plafesizon maintains noncontributory defined benpétsion plans for substantially all
employees. The postretirement healthcare andn#ferance plans for the Company's retirees anddegiendents are both contributory and
noncontributory and include a limit on the Comparsfiare of cost for recent and future retirees.ddmpany also sponsors defined
contribution savings plans to provide opportunifseligible employees to save for retirement dexadeferred basis.

The structure of Verizon's benefit plans does movide for the separate determination of certagtldisures for the Company or the
Exchanges.

Pension Plans

The Company participates in noncontributory defibedefit pension plans sponsored by Verizon cogesirbstantially all employees. The
benefits to be paid under these plans are gendradlgd on years of credited service and averagkdarnings. Verizon's funding policy,
subject to the minimum funding requirements of esypk benefit and tax laws, is to contribute sucbuarts as are determined on an actu
basis to accumulate funds sufficient to meet thhaglbenefit obligation to employees upon theirgetent. The Verizon plans are currently
funded at levels in excess of projected benefigatibns. The assets of the plans consist primafilyorporate equities, government securities
and corporate debt securities.

The Exchanges' net periodic benefit credit was Birillion for 2001.

The prepaid pension asset shown on the accompafigarncial statements represents the net prepaisiqe cost of active employees of the
Exchanges and retired employees of the Companyweine previously directly involved in the operatiafshe Exchanges to the Company's
total active and retired employee participantshefplans



The significant weighted-average assumptions ugedelizon to determine the pension credit and asse¢ as follows at December 31,
2001:

Discount rate 7.25%
Rate of compensation increase 5.00
Long-term rate of return on plan assets 9.25

Postretirement Benefits Other Than Pensions

Substantially all of the Company's employees axexad under postretirement healthcare and liferarsze benefit plans sponsored by
Verizon. The determination of benefit cost for petement health plans is generally based on cehgmsive hospital, medical and surgical
benefit plan provisions. The Company intends talfamounts for postretirement benefits as deemebppate.

The Exchange's postretirement benefit cost was®dllibn for 2001. The postretirement cost for thechanges was based on an allocation of
the Company's net postretirement cost. The allocatias based on the relative number of active eygplo of the Exchanges and retired
employees of the Company who were previously inedlin the operations of the Exchanges to the Coypamtal active and retired
employee participants of the plans.

The employee benefit obligations shown in the aquamying financial statements represents an allmcatf the Company's actuarially
determined postretirement healthcare and life ansce benefit liabilities. The allocation was basedhe relative number of active employees
of the Exchanges and retired employees of the Coynwao were previously involved in the operatiofishe Exchanges to the Company's
total active and retired employee participantshefplans.

The weighted-average assumptions used by Veriztireiactuarial computations for healthcare anddé@eefits were as follows at December
31, 2001:

Discount rate 7.25%
Long-term rate of return on plan assets 8.00
Medical cost trend rate at end of year 10.00
Ultimate (year 2005) 5.00

Savings Plans and Employee Stock Ownership Plans

Substantially all of the Company's employees agghdd to participate in savings plans maintaingderizon. Verizon maintains a leveraged
employee stock ownership plan (ESOP) for its mamege employees of the former GTE Companies. Urtdsmpian, a certain percentage of
eligible employee contributions is matched withrelseof Verizon's common stock. Verizon recognieeetaged ESOP cost based on the
modified shares allocated method for this leverdg8@P that held shares before December 31, 198C®mpany recognizes savings plans
costs based on its matching obligation attribueeiist participating management employees. In aaltlitd the ESOP, Verizon also maintains a
savings plan for nonmanagement employees. The Quyigomtal savings plans costs were $1.4 millio20061.

6. Parent Funding and Interest Expense

For purposes of these statements, all funding remuénts have been summarized as "parent fundirtoutiregard to whether the funding
represents debt or equity. No specific debt insémts can be directly associated with the Exchamgesare separate equity accounts
maintained. All net interest expense of the Comfanyhe year ended December 31, 2001 and thearsarhded March 31, 2002 and 2001
was allocated to the Exchanges and shown in thengeanying statements of income.

7. Transactions with Affiliates

Historically, extensive transactions have occubretiveen the Company and GTE Communications Systamsoration (GTE
Communications Systems), Verizon Information Sexsinc., Verizon Data Services Inc., Verizon Seavwi(including Verizon Services
Corp., Verizon Services Group, and Verizon Corporvices Group Inc.), GTE Funding Incorporate@iE&unding) and other affiliates.

Transactions with affiliates included in the accamying financial statements are summarized asvistlo

Year ended December 31,
2001

(Dollars in Thousands)
Operating revenues:

Verizon Information Services Inc. $ 73
Other revenue from affiliates 21,190
21,263

Operating expenses:
GTE Communications Systems 3,651



Verizon Information Services Inc. 764

Verizon Data Services Inc. 13,139
Verizon Services 26,091
43,645

Other expense:
Equity loss from Ventures Ill (1,645)

Interest expense, net:
Interest expense to GTE, net 18,884

Plant, property and equipment:
Purchases from GTE Communications Systems 8,083

The Company has an agreement to provide subsdisberbilling and collection and other services/frizon Information Services Inc.
(Directories) (100% owned by Verizon) at fair markelue. Directories bills the Company for printiagd other costs associated with
regulatory requirements included in the telephanectbries, including the cost of any Extended ABeavice sections in the directories.
Directories also bills the Company for any adveértjst places in the telephone directories. The am® charged to the Company for these
transactions are based on fair market value.

GTE Communications Systems (100% owned by Veripoayides construction and maintenance equipmeppli&s and electronic repair
services to the Company. Such purchases and seafieeecorded at the lower of cost, includingtarrerealized by GTE Communications
Systems, or fair market value.

Verizon Data Services Inc. provides data processémgices, software application development anaditeaance, which generally benefit
Verizon's operating telephone subsidiaries, incigdhe Exchanges. The amounts charged to the Confipathese affiliated transactions are
based on proportional cost allocation methodologies

The Company has contractual arrangements with diergervices for the provision of various centralizervices. These services are divided
into two broad categories. The first category isipdsed of network-related services, which gengiiadinefit only Verizon's operating
telephone subsidiaries. These services includeetiagk sales, legal, accounting, finance, datagesing, materials management,
procurement, labor relations, and staff support/&rfous network operations. The second categargngprised of overhead and support
services, which generally benefit all subsidiadé¥erizon. Such services include corporate goveceacorporate finance, external affairs,
legal, media relations, employee communicationspa@te advertising, human resources, and trea@arst. may be directly assigned to one
subsidiary or allocated to more than one subsidiaged on functional reviews of the work performed.

The Company recognized net interest expense inemiom with contractual arrangements with GTE Faogadiffiliates to provide short-term
financing and cash management services to it.

In 2000, the Company transferred certain advanegal assets to an affiliated company, Verizon Vegul Inc. (Ventures Ill), in exchange
for common stock of Ventures Ill. This transfer vémme to satisfy a condition of the FCC's apprafdhe Bell Atlantic-GTE merger, which
required the provision of advanced data servicesitih a separate affiliate. Throughout 2001, then@any continued to invest in Ventures
through the transfer of additional assets. As altes the transfers, the Company has an owneligtgpest in Ventures Ill, which is account
for under the equity method of accounting. The Canyrecorded equity losses associated with itssimvent in Ventures Il of $1,645,000
2001. Its investment in Ventures IIl was $0 at Deber 31, 2001. The Company's ownership interegeimures Ill was 0.21% at December
31, 2001.

7. Transactions with Affiliates (continued)

Other operating revenues include miscellaneoussitghincome resulting from transactions with oth#iliates of the Company. These
transactions include the provision of local anduwek access services, billing and collection sexsjaental of facilities and equipment, and
sales and purchases of materials and suppliesCohgany also earns fees from an affiliate for us#ges directory listings.

The affiliated receivables and payables associattdthese transactions have been included in paweding.
8. Regulatory Matters

The Missouri Public Service Commission regulates@ompany's intrastate business. The Companydssalgect to regulation by the
Federal Communications Commission for its inteestatsiness operations.

The Company's Missouri statutory price cap plartestiain February 1999. Under the plan, the Compamyrebalance rates in the first four
years of the plan by increasing local rates by $asd reducing switched access by an equivalentiam®oll rates must be reduced by 1
in the first year. Nonbasic service rates may iasee8% annually. Earnings are not regulated.

9. Commitments and Contingenc



The Company has noncancelable operating leasesingwertain buildings, office space and equipm&he Company's rental expense was
$12,339,000 in 2001. Minimum rental commitmentsamttiese noncancelable leases are approximatef; @1, $364,000, $356,000,
$111,000 and $5,000 for the years 2002 through 2@3pectively, and $52,000 thereafter.

Various legal actions and regulatory proceedinggpanding to which the Company is a party and thezeclaims which, if asserted, may |
to other legal actions. Management does not expatthe ultimate resolution of pending regulatang legal matters in future periods will
have a material effect on the financial positioritef Company or the Exchanges, but could have ariabéffect on the results of operations.

10. Segment Reporting

The Exchanges do not have separate reportable segofaheir own. The Exchanges are part of the @y, which has one reportable
segment - the provision of domestic wireline teleomunications services. Specifically, the Compargvjates local telephone services
including voice and data transport, enhanced astboucalling features, network access, directosjstence and private lines. In addition,
Company provides customer premises equipmentldision, billing and collection, and pay telephoeevices.

11. Financial Instruments

Financial instruments that subject the Companytwentrations of credit risk consist primarily bbst-term investments and trade
receivables.

Concentrations of credit risk with respect to tragleeivables other than those from AT&T Corp. (ATRdrre limited due to the large number
of customers. The Company's revenues generatedseovices provided to AT&T (primarily network aceeand billing and collection) were
10.6% of total operating revenues for 2001.

While the Company may be exposed to credit lossega the nonperformance of its counterpartiesCitiapany considers this risk remote
and does not expect the settlement of these traosato have a material effect on its resultspdrations or financial position.

* k k ok ok k k%

CenturyTel, Inc. Unaudited Pro Forma Consolidatedd2nsed Financial Information Introduction
Background

On August 1, 2002, CenturyTel, Inc. (the "Comparsgld substantially all of its wireless operatidasn affiliate of ALLTEL Corporation
("Alltel") for approximately $1.58 billion in cashn connection with this transaction, the Compaivested its (i) interests in its majority-
owned and operated cellular systems, which at 30n2002 served approximately 783,000 customerdaddiccess to approximately 7.8
million pops (as defined in the Company's mostmed®-K Report), (i) minority cellular equity intests representing approximately 1.8
million pops at June 30, 2002, and (iii) licensepitovide personal communications services covetiBgnmillion pops in Wisconsin and low

On July 1, 2002, an affiliate of the Company acegiiapproximately 300,000 telephone access linesaatdd property and equipment
comprising Verizon's local exchange operationsOregchanges in predominantly rural markets througdabama for approximately $1.0
billion cash. On or about August 31, 2002, the Camypis expected to consummate the acquisition pfeegimately 360,000 telephone acc
lines and related property and equipment comprisieigzon's local exchange operations in 98 exchammgeredominantly rural markets
throughout Missouri for approximately $1.159 billicash. The acquired assets include Verizon'ssassetl to provide digital subscriber line
("DSL") and other high speed data services withanpgurchased exchanges in both states and an agggpproximately 2,800 route miles
of fiber optic cable within the purchased excharigdmth states. In addition to the continued pswmri of traditional local exchange telephc
services, the Company intends to provide long dégtalnternet access (including DSL access senaee) other advanced technology
services in certain of the acquired service aréasa discussion of the Company's long-term finaggilans, see "- Pro Forma Information”
below.

The results of operations of the properties acquared to be acquired will be included in the Conymnonsolidated financial statements
from and after their respective dates of acquisitithe results of operations of the properties wglidbe included in the Company's
consolidated financial statements as discontinyeaations through August 1, 2002.

Pro Forma Information

The following unaudited pro forma consolidated cemgkd balance sheet as of March 31, 2002 and thelited pro forma consolidated
condensed statements of income for the year endedrBber 31, 2001 and the three months ended Mar@2082 are based on the historical
consolidated results of operations and financialdition of CenturyTel, Inc. and its subsidiariesdaeflect the Company's wireless operat
as discontinued operations. No interest expensell@sated to discontinued operations and corpareéehead costs previously absorbed by
the wireless operations are reflected as an expeitisien continuing operations.

In addition, the unaudited pro forma consolidateddensed balance sheet as of March 31, 2002 anmhthalited pro forma consolidated
condensed statements of income for the year endedrBber 31, 2001 and three months ended MarcH)B2, &so reflect (i) the effects



acquiring the Verizon properties for an aggreg&tg20159 billion cash, (ii) the effects of divegsithe Company's wireless operations for ¢
proceeds that approximated $1.58 billion pre-tali¢ are anticipated to be approximately $1.25kobilafter-tax) and
(iii) steps the Company has taken or anticipatkisigato finance the Verizon acquisitions.

In accordance with Statement of Financial Accountandards No. 142, "Accounting for Goodwill anih€ Intangible Assets", effective
January 1, 2002, goodwill is no longer subjectrtm#ization; therefore, the accompanying 2001 pronf statement of income does not
reflect amortization of the estimated goodwill agated with the acquisition of the Verizon propesti

Pro forma adjustments, and the assumptions on vthashare based, are described in the accompangieg to the unaudited pro forma
consolidated condensed financial information.

Although the Company's permanent financing plaesat yet complete and will be dependent upon naxdeditions and other factors, the
pro forma financial information has been prepargzliening that the aggregate purchase price for érzdh assets of $2.159 billion will be
financed on a long-term basis substantially wit$(i.255 billion of after-tax proceeds from the Aggl, 2002 sale of its wireless business,
(i) net proceeds of $483.4 million from the safeequity units in May 2002 and (iii) $420.6 milliaxf proceeds from a sale of debt securities
during the second half of 2002. If the Company epucash before these sources of lterga financing are available, the Company intei
borrow cash on a short-term basis. Converselpgif@ompany receives cash from these sources liefeeds such cash, the Company
intends to repay short-term debt. For purposelepto forma information, these short-term borr@siand repayments have been excluded,
as have adjustments for estimated transaction.costs

The pro forma financial information related to ¥erizon acquisitions has been prepared using thehpge method of accounting and is
based on the assumptions that the purchase dfthk &/erizon properties took place as of MarchZ&102 for purposes of the pro forma
balance sheet and as of January 1, 2001 for pusdghe pro forma statements of income. In acawdavith the purchase method of
accounting, the actual consolidated financial statets of the Company will reflect the Verizon asifions only from and after their
respective dates of acquisition.

The pro forma financial information related to gae of the wireless operations has been prepaseion the assumptions that the sale of

those operations took place as of March 31, 200pdgposes of the pro forma balance sheet and &snofary 1, 2001 for purposes of the pro
forma statements of income. The actual consolidiitaadcial statements of the Company will refldet bperations of the wireless properties

(as discontinued operations) until August 1, 2002.

The unaudited pro forma consolidated condenseddinbdata included below does not give effectrtp potential revenue enhancements,
cost reductions, or other operating efficiencies ttould result from the Verizon acquisitions, urdihg, but not limited to (i) offering long
distance, Internet access and other advanced tegyngervices to an increased number of custometfsel acquired markets or (i) cost
savings that may be associated with operating dndrastering the acquired properties with the Comypgexisting personnel and operating
assets.

The pro forma information is presented for illuitra purposes only and is not necessarily indieatif/the operating results or financial
position that would have occurred if such transarstihad been consummated on the dates and in aocerdith the assumptions described
herein, nor is it necessarily indicative of fut@merating results or financial position. The higtakVerizon financial information reflects the
operating and management structure of Verizon aimat necessarily indicative of the results of afiens that may be obtained with respect
to the acquired properties under the Company'satipgrand management structure.

You are urged to read the financial informatiorolelalong with the Company's publicly availablettigal consolidated financial stateme
and accompanying notes and the special purposeciaisstatements of the Verizon operations acquire be acquired appearing elsewhere
in this combined Current Report on Form 8-K andnfr8rK/A.

CENTURYTEL, INC.

Pro Forma Consolidated Condensed Statement of ledtear ended December 31, 2001

(Unaudited)

Pro forma P ro forma
C enturyTel Verizon adjustments  con solidated

(Dollars in thousands, except per share amounts)
OPERATING REVENUES
Telephone $ 1,505,733 552,127 - 2,057,860
Other 173,771 - - 173,771

Total operating revenues 1,679,504 552,127 - 2,231,631




OPERATING EXPENSES
Cost of sales and operating expenses
(exclusive of depreciation and amortization)

826,948 233,108 14,900 1,074,956
Corporate overhead costs allocable to
discontinued operations 20,213 - - 20,213
Depreciation and amortization 407,038 81,498 - 488,536
Total operating expenses 1,254,199 314,606 14,900 1,583,705
OPERATING INCOME 425,305 237,521 (14,900) 647,926
OTHER INCOME AND EXPENSE
Nonrecurring gains and losses, net 33,043 - - 33,043
Interest expense (225,523) (21,388) (45,898) (292,809)
Other income and expense 32 (2,482) - (2,450)
Total other income (expense) (192,448) (23,870) (45,898) (262,216)
Income from continuing operations
before income tax expense 232,857 213,651 (60,798) 385,710
Income tax expense 88,711 87,312 (24,319) 151,704
Income from continuing operations 144,146 126,339 (36,479) 234,006
Discontinued operations, net of tax 198,885 - (198,885) -
Net income $ 343,031 126,339 (235,364) 234,006
BASIC EARNINGS PER SHARE
From continuing operations $ 1.02 .90 (.26) 1.66
From continuing operations, as adjusted
for goodwill amortization $ 1.35 .90 (.26) 1.99
From discontinued operations $ 1.41 - (1.41) -
From discontinued operations, as adjusted
for goodwill amortization $ 1.48 - (1.48) -
Basic earnings per share $ 2.43 (1) .90 (1.67) 1.66
Basic earnings per share, as adjusted
for goodwill amortization $ 2.83 .90 1.74) 1.99
DILUTED EARNINGS PER SHARE
From continuing operations $ 1.01 .89 (.26) 1.64
From continuing operations, as adjusted
for goodwill amortization $ 1.34 .89 (.26) 1.97
From discontinued operations $ 1.40 - (1.40) -
From discontinued operations, as adjusted
for goodwill amortization $ 1.47 - (1.47) -
Diluted earnings per share $ 241 (1) .89 (1.65) 1.64
Diluted earnings per share, as adjusted
for goodwill amortization $ 2.81 .89 (1.72) 1.97
AVERAGE BASIC SHARES
OUTSTANDING 140,743 140,743 140,743 140,743
AVERAGE DILUTED SHARES
OUTSTANDING 142,307 142,307 142,307 142,307

(1) CenturyTel's basic earnings per share andatileairnings per share for the year ended Decemib@081 were $1.72 and $1.70, after

eliminating the effect of nonrecurring net gainsasated with our wireless operations.

See accompanying notes to unaudited pro forma tidaged condensed financial informatic



CENTURYTEL, INC.

Pro Forma Consolidated Condensed Statement of iaddmee months ended March 31, 2002

(Unaudited)
Pro forma P ro forma
Ce nturyTel Verizon adjustments  co nsolidated
(Dollars in thousands, except per share amoun ts)
OPERATING REVENUES
Telephone $ 372,731 132,685 - 505,416
Other 50,187 - - 50,187
Total operating revenues 422,918 132,685 - 555,603
OPERATING EXPENSES
Cost of sales and operating expenses
(exclusive of depreciation and amortization) 206,844 48,403 3,568 258,815
Corporate overhead costs allocable to
discontinued operations 4,798 - - 4,798
Depreciation and amortization 92,227 21,130 - 113,357
Total operating expenses 303,869 69,533 3,568 376,970
OPERATING INCOME 119,049 63,152 (3,568) 178,633
OTHER INCOME AND EXPENSE
Interest expense (50,648) (4,457) (12,365) (67,470)
Other income and expense (2,268) 15 - (2,253)
Total other income (expense) (52,916) (4,442) (12,365) (69,723)
Income from continuing operations
before income tax expense 66,133 58,710 (15,933) 108,910
Income tax expense 23,276 22,843 (6,373) 39,746
Income from continuing operations 42,857 35,867 (9,560) 69,164
Discontinued operations, net of tax 27,910 - (27,910) -
Net income $ 70,767 35,867 (37,470) 69,164
BASIC EARNINGS PER SHARE
From continuing operations $ .30 .25 (.07) .49
From discontinued operations $ .20 - (.20) -
Basic earnings per share $ .50 .25 (.27) .49
DILUTED EARNINGS PER SHARE
From continuing operations $ .30 .25 (.07) .48
From discontinued operations $ .20 - (.20) -
Diluted earnings per share $ .50 .25 (.26) .48
AVERAGE BASIC SHARES
OUTSTANDING 141,051 141,051 141,051 141,051
AVERAGE DILUTED SHARES
OUTSTANDING 142,654 142,654 142,654 142,654

See accompanying notes to unaudited pro forma tidased condensed financial informatic



CENTURYTEL, INC.

Pro Forma Consolidated Condensed Balance SheehN3ar2002

(Unaudited)
Pro forma Pro forma
Cen turyTel Verizon adjustments  co nsolidated
(Dollars in thousands)
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 52,138 - - 52,138
Accounts receivable 203,267 85,300 - 288,567
Materials and supplies 9,388 1,666 - 11,054
Other 11,904 16,588 - 28,492
Total current assets 276,697 103,554 - 380,251
NET PROPERTY, PLANT
AND EQUIPMENT 2 , 728,299 638,067 - 3,366,366
INVESTMENTS AND OTHER ASSETS
Goodwill 2 ,116,265 - 1,487,770 3,604,035
Other 425,636 132,999 (117,494) 441,141
Total investments and other assets 2 ,541,901 132,999 1,370,276 4,045,176
ASSETS HELD FOR SALE 832,543 - (832,543) -
TOTAL ASSETS $ 6 ,379,440 874,620 537,733 7,791,793
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Short-term debt and current
maturities of long-term debt 921,966 - - 921,966
Accounts payable 93,959 5,323 (5,323) 93,959
Accrued expenses and other liabilities 183,381 44,255 (44,255) 183,381
Advance billing and customer deposits 30,152 12,552 - 42,704
Total current liabilities 1 ,229,458 62,130 (49,578) 1,242,010
LONG-TERM DEBT 2 ,081,396 - 904,000 2,985,396
DEFERRED CREDITS AND
OTHER LIABILITIES 508,502 73,344 11,654 593,500
LIABILITIES RELATED TO ASSETS
HELD FOR SALE 155,679 - (155,679) -
PARENT FUNDING - 739,146 (739,146) -
STOCKHOLDERS' EQUITY
Common stock 141,327 - - 141,327
Paid-in capital 528,090 - (11,654) 516,436
Retained earnings , 729,263 - 578,136 2,307,399
Unearned ESOP shares (2,250) - - (2,250)
Preferred stock - non-redeemable 7,975 - - 7,975
Total stockholders' equity 2 ,404,405 - 566,482 2,970,887
TOTAL LIABILITIES AND EQUITY $6 ,379,440 874,620 537,733 7,791,793

See accompanying notes to unaudited pro forma tidaged condensed financial informatic



Notes to Unaudited Pro Forma Consolidated Condensdeinancial Information
(A) Purchase of Verizon assets.
Costs of acquisition. The total cash purchase withe Verizon assets has been assumed to bedbaillién.

Operations. As explained further above, the profoadjustments do not consider the effect of ptsss#gyenue enhancements, cost reduc
or other operating efficiencies that may occuranrection with combining the operations of the aegliproperties with the Company's
operations.

(B) Sale of Wireless Operations.

Presentation of wireless operations. The wirelpgsations have been reflected as discontinued tpesaon the Company's statements of
income and the assets and liabilities of the waelgperations have been reflected as held folosalke Company's balance sheet.

Proceeds from disposition. The after-tax proceeats the sale of the wireless operations has besmaed to be $1.255 billion.
(C) March 31, 2002 Balance Sheet Pro Forma Adjustsne

The pro forma adjustments applicable to the actoiisof the Verizon properties with respect to timaudited pro forma consolidated
condensed balance sheet as of March 31, 2002t ftstbebelow, reflect preliminary allocations dfet aggregate purchase price to the
acquired properties. Such preliminary allocatiordude the assumption that the fair value of priypg@lant and equipment will approximate
the carrying value on the date of acquisition. praiminary estimates of the fair value of the nament assets and liabilities are subject to
change upon completion of our valuation analysis.

The Company anticipates assigning a portion optirehase price to identifiable intangible assetsl@iding customer base) in accordance
with Statement of Financial Accounting Standards Nt and amortizing such asset over its usekl lowever, the Company is still in the
early stages of the valuation process since ondyadrihe Verizon acquisitions has been consumntatddte. Thus, an estimate to allocate a
portion of the purchase price to identifiable irgdoles, the amortization of which will reduce neteme, has not been included in the
accompanying pro forma information. The Companyebek the impact of the amortization of such idé&tile intangible assets will not be
material to its results of operations.

To the extent that depreciation and amortizatiqrease that results from the finalization of theuaéibn process is different than that
presented in the accompanying pro forma informagamnings per share will be effected by $.01 paresfor every $2.0 million difference in
depreciation and amortization expense. Thus, if¥bmpany's actual depreciation and amortizatioreese is $2.0 million higher than
assumed in the accompanying pro forma informatizen, the Company's actual earnings per share &v.01 per share lower than presented
herein.

As explained further above under "Pro Forma Infdroma" the pro forma financial information has bgeepared assuming that the aggregate
purchase price of $2.159 billion will be financed along-term basis with (i) $1.255 billion of aftax proceeds from the August 1, 2002 sale
of the Company's wireless business, (ii) net prdsémm the May 2002 sale of $483.4 million of @guinits (comprised of senior notes and
purchase contracts entitling the holders to, armaihgr things, contract adjustment payments) afjdoidceeds of $420.6 million from a sale
of debt securities during the second half of 200& pro forma financial information has been predassuming that the weighted average
interest rate of the $904 million of net indebtesi® be incurred (including indebtedness assatiaih senior notes issued in connection
with the equity units) will be 7.4%. Based on corsation with its lenders and financial advisorg @ompany believes that sufficient
financing should be available. However, given theent decrease in the availability of financingdommunications companies generally,
there can be no assurance that sufficient finangilide available on attractive terms. There isagjustment to reduce long-term debt as a
result of the discontinued operations because thepgany has no outstanding indebtedness directyeto its wireless operatiot



March 31,
(Asse
Cash Investments liabil
and cash and other hel

equivalents Goodwill assets for s

(1) (a)$ 2,159,000
(b) (2,159,000) 2,159,000

) (739,146)
®3) 117,494 (117,494)
e (49,578)
(5) (a) 1,580,000 (832,
155,
(b) (325,000)
(c) (1,255,000)
(6)
$ - 1,487,770 (117,494) (676,

2002 Balance Sheet Pro Forma Adjustments

ts) Accrued Deferred

ities expenses Long- credits

d Accounts andother term and other
ale payable liabilities debt liabilities

(Dollars in thousands)

2,159,000

(5,323) (44,255)

543)
679

(1,255,000)

11,654

864) (5,323) (44,255) 904,000 11,654

Paid-
Parent in Retained
funding capital earnings

(739,146)

903,136
(325,000)

(11,654)

(739,146) (11,654) 578,136

(1) Reflects (a) $2.159 hillion raised in the mantiscussed herein and (b) delivery of $2.159dnillio purchase the assets from Verizon.

(2) Reflects the elimination of Verizon's parenbtand equity funding.

(3) Reflects the elimination of Verizon's excessgien assets. Verizon will retain these assetgthag with all income generated by such
assets. Verizon's historical financial statemeefigct such assets and income.

(4) Reflects the elimination of Verizon's accoumyable and accrued expenses and other liabilitiesse liabilities will be retained by

Verizon.

(5) Reflects (a) gross proceeds received from dltee &f the Company's wireless operations of $1ili®y elimination of assets and liabiliti¢
held for sale and pre-tax gain from the sale otless interests, (b) taxes paid related to the @aisale of wireless operations of $325 million
and (c) a $1.255 billion reduction in the amountiebt that would otherwise be incurred absent thestiture.

(6) Reflects, as a reduction of equity, the presahie of contract adjustment payments relatetiécefjuity unit issuanc



(D) December 31, 2001 Income Statement Pro Formjasfrdents.

Set forth below are the pro forma adjustments apple to the acquisition of the Verizon assetstarttie divestiture of the wireless
operations with respect to the unaudited pro focoressolidated condensed statement of income foyghe ended December 31, 2001.

December 31, 2001 Income Statement Pro Forma Adgrgs

Cost of S ales Discontinued
and Opera ting Interest Income operations,
Expense s expense tax expense net of tax

(Dollars in thousands)

Interest on net borrowings of $904
million at an assumed rate of 7.4% (1) $ 66,896

Eliminate Verizon interest expense
on parent funding (2) (21,388)

Eliminate pension credit related to
excess pension assets which will
remain with Verizon (3) 14, 900

Record amortization of discounted
contract adjustment payment liability
related to equity unit issuance 390

Tax benefit relating to pro forma
adjustments (assuming a 40% tax rate) (24,319)

Eliminate discontinued operations
of wireless business (198,885)

$ 14, 900 45,898  (24,319)  (198,885)

(1) See footnote (C). Use of an assumed rate .1#§ber or lower than 7.4% on net borrowings wowddchanged net income by
approximately $678,000.

(2) See footnote (C), adjustment number (2).
(3) See footnote (C), adjustment number (3).
(E) March 31, 2002 Income Statement Pro Forma Aufjests.

Set forth below are the pro forma adjustments apple to the acquisition of the Verizon assetstarttie divestiture of the wireless
operations with respect to the unaudited pro focorgsolidated condensed statement of income fothtlee months ended March 31, 2002.

March 31, 2002 Income Statement Pro Forma Adjustsnen

Cost of S ales Discontinued
and Opera ting Interest Income operations,
Expense s expense tax expense net of tax

(Dollars in thousands)
Interest on net borrowings of $904

million at an assumed rate of
7.4% (1) $ 16,724

Eliminate Verizon interest expense
on parent funding (2) (4,457)

Eliminate pension credit related
to excess pension assets which will
remain with Verizon (3) 3, 568

Record amortization of discounted
contract adjustment payment
liability related to equity
unit issuance 98

Tax benefit relating to pro forma

adjustments (assuming a 40%
tax rate) (6,373)



Eliminate discontinued operations
of wireless business (27,910)

$ 3 568 12,365  (6,373) (27,910)

(1) See footnote (C). Use of an assumed rate .1#§Ber or lower than 7.4% on net borrowings wowddrchanged net income by
approximately $170,000.

(2) See footnote (C), adjustment number (2).
(3) See footnote (C), adjustment number (3).
(F) Reclassifications.

Certain reclassifications have been made to therigal financial information to conform to the pantation of the condensed pro forma
information.

(G) Verizon Historical Results.

All amounts reflected above under the headingsi2dal’ are based on special purpose financial stetésrof the Verizon acquired operatis
appearing elsewhere in this report. In connectiah the preparation of these special purpose firdustatements, Verizon made numerous
assumptions and allocations where specific datanotavailable pertaining to the acquired assetsaBse of the significant amount of
allocations and estimates used to prepare these&bparpose financial statements and because ahgp@ny will operate these assets under a
different operating and management structure, thay not reflect the financial position and resoft®perations of the acquired properties
after such properties are acquired by the Company.

FORWARD-LOOKING STATEMENTS

In addition to historical information, this combth&orm 8-K and Form 8-K/A includes certain forwdogking statements and estimates that
are based on current expectations only, and ajectub a number of risks, uncertainties and as$iomgy many of which are beyond the
control of the Company. Actual events and resuliy differ materially from those anticipated, estiethor projected if one or more of these
risks or uncertainties materialize, or if underty@mssumptions prove incorrect. Factors that coffétactual results include but are not
limited to: the Company's ability to successfulhdaimely consummate its pending Missouri Verizegusition, including the receipt of all
governmental and other approvals, consents or wanecressary to complete this acquisition; thelaitity of capital on terms attractive to
the Company; the prevailing level of interest ratke Company's ability to effectively integratawnleusinesses into its operations; possible
changes in the demand for, or pricing of, the Camifsaproducts and services; the Company's abdigutcessfully introduce new offerings
on a timely and cost-effective basis; and the éffe€ more general factors such as changes in lbweagket or economic conditions or in
legislation, regulation or public policy. These aitber uncertainties related to the business aseritied in greater detail in Item 1 to the
Company's Annual Report on Form 10-K for the yeatesl December 31, 2001. You are cautioned nottmeplndue reliance on these
forward-looking statements, which speak only athefdate hereof. The Company undertakes no oldig&bi update any of its forward-
looking statements for any reason.

SIGNATURE

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

CenturyTel, Inc.

Dated: August 13, 2002 By: /s/ Neil A Sweasy

Neil A. Sweasy
Vi ce President and Controller



Exhibit 2.1(b)
AMENDMENT NO. 1 TO STOCK PURCHASE AGREEMENT

THIS AMENDMENT NO. 1 TO STOCK PURCHASE AGREEMENTAMendment") dated as of July 31, 2002, is entanazbetween
CenturyTel, Inc., a Louisiana corporation ("Seljeend ALLTEL Communications, Inc., a Delaware agtion ("Buyer").

RECITALS

Buyer and Seller desire to amend a Stock Purchgseefnent dated as of March 19, 2002, between BaneSeller (the "Agreement”), in t
manner specified herein.

NOW, THEREFORE, in consideration of the covenant$ agreements herein contained the parties agred@ass:

1. The definition of "Excluded Cellular Interest Ammts" in Section 1.1 of the Agreement is herelgtdd in its entirety and replaced with
the following:

"Excluded Cellular Interest Amounts" means, withpect to any Excluded Cellular Interest, the greafté) the Agreed Value of the Cellular
Interest that is or has become an Excluded Cellotarest in accordance with Sections 2.4(c), 5.6(cb.19 or (ii) any payments received, or
to be received, by Seller or any of its Affiliaieshe event an Excluded Cellular Interest has tsedeh or transferred, or is to be sold or
transferred, by Seller or any Affiliate of Sellerdny First Refusal Right Holder.

2. The definition of "Excluded Cellular Interesti' $ection 1.1 of the Agreement is hereby deletéts ientirety and replaced with the
following:

"Excluded Cellular Interest" is a Cellular Interdit is or becomes excluded, in accordance wétéhms and conditions of Sections 2.4(c),
5.5(d) or 5.19, from the Cellular Interests for elhthe Buyer is to assume Control at the Closing.

3. The following is hereby added in the AgreemdtaraSection 2.4(b) of the Agreement and befordiSe.5 of the Agreement;

"(c) Buyer acknowledges that it will not be acquirithe Company's Cellular Interest in the Lafay®t®A Limited Partnership ("Lafayette
Partnership") and Buyer and Seller agree that Sathular Interest in the Lafayette Partnership titunes an Excluded Cellular Interest for
purposes of this Agreement. Seller shall caus€tirapany to transfer and assign on or before thsi@idDate, all right, title and interest of
the Company in and to the Company's Excluded Gellukerest in the Lafayette Partnership to Sefewy transfer or other actions taken w
respect to the Company's Excluded Cellular Intaresite Lafayette Partnership pursuant to thisiBe@.4(c) shall be without recourse to,
and shall not impose any Liability upon, any Ceyifigl Entity from and after the Closing Date. Withdimiting the generality of the
preceding sentence and in addition to the indewatibn obligations of Seller set forth elsewhereehe Seller shall indemnify, defend and
hold harmless each Buyer Indemnitee against anesjpect of any and all Losses or Taxes incurresiffiered by any Buyer Indemnitee that
result from, relate to or arise out of any transfieother action contemplated by this Section 23.4{th respect to such Excluded Cellular
Interest, the Base Purchase Price shall be redon@atordance with Section 2.2 by an amount equall tExcluded Cellular Interest
Amounts."

4. Section 2.5 of the Agreement is hereby delaigtsientirety and replaced with the following:

"2.5 Closing. Unless this Agreement shall have kestier terminated in accordance with the ternts@nditions of this Agreement, the
Closing shall occur, unless otherwise agreed teriting by the parties, at 9:00 a.m. central tinmetloe first Business Day of the calendar
month immediately following the calendar month ihigh the last condition precedent set forth in @eti6 (other than such other conditions
precedent that are not capable of being satisinitithe Closing) is satisfied or waived. If theoSing occurs, for purposes of this Agreement
the Closing shall be deemed to have occurred @t112m. central time on the Closing Date (the "&ffe Time"). The Closing shall take
place at the office of Buyer in Little Rock, Arkass"

5. The third sentence of Section 8.12(c) of theekgnent is hereby deleted in its entirety and regplacith the following:

"As soon as reasonably practicable after the CipBiate (but in no event later than the date th80i8usiness Days prior to the date required
to timely file the Section 338 Forms with the appiate Taxing authorities), Buyer and Seller skatcute IRS Form(s) 8023 and any forms
required to make any elections under state or lagakhat are analogous to a Section 338(h)(1Q3tile."

6. The following is hereby added in the AgreemdtareSection 9.5 of the Agreement and before Aetitd of the Agreement:

"9.6 Lafayette Partnership. (a) Because the Lafaydrtnership holds the B Band FCC Authorizatienvisg Iberville Parish, Louisiana and
Buyer's Affiliate holds the A Band FCC Authorizatiserving Iberville Parish, Louisiana, the Celldlaterest in the Lafayette Partnership has
been designated an Excluded Cellular Interestéoraance with

Section 2.4(c) of the Agreement. For a period »fisonths following the Closing Date, each of Sedlad Buyer shall use its commercie



reasonable efforts to obtain (i) an affirmative wesifrom the FCC of its cross ownership rule sethfin 47 C.F.R. Section 22.942 and (ii) an
amendment to the Lafayette Partnership duly exdduyeeach of the partners in the Lafayette Partmgis the form attached hereto as
Schedule 9.6(a) or such other form approved iningriby Buyer which approval shall not be unreasdnaiithheld, in each case, necessar
permit Buyer to acquire the entire right, title anterest of Seller in and to Seller's Excluded@at Interest in the Lafayette Partnership
(inclusive of the B Band FCC Authorization servibgrville Parish, Louisiana) and to retain the ovgh@ held by Buyer's Affiliate of the A
Band FCC Authorization serving Iberville Parishuisiana (the waiver and amendment set forth ini@e& 6(a)(i) and (ii) shall be referred
to collectively as the "Lafayette Waivers").

(b) The Lafayette Waivers shall (i) be Final Ord€ii$ be free from any adverse terms, conditiond eestrictions on the business or
operations of Buyer or its Affiliates, includingjthvout limitation, any requirement that Buyer ar Affiliates divest any FCC Authorization
and (i) not result in the waiver of any right aged by Buyer or its Affiliates that is or is reasbly likely to be adverse to Buyer or its
Affiliates.

(c) If the parties obtain the Lafayette Waiveraatordance with the terms and conditions set farthis Section 9.6, Seller agrees to grant,
sell, transfer and deliver to Buyer the entire tjgitle and interest of Seller in and to, and Buggrees to purchase from Seller, the Excluded
Cellular Interest in the Lafayette Partnershipl(istve of the B Band FCC Authorization serving Nie Parish, Louisiana) for an amount of
cash equal to the Agreed Value attributable tcBkauded Cellular Interest in the Lafayette Pagshgy on terms and conditions substantially
similar to the terms and conditions set forth iis thgreement, including, without limitation, substially similar representations, warranties,
covenants and agreements (the "Lafayette Purchgieement”).

(d) From and following the Closing Date, Sellerlstand shall cause its Affiliates to, perform aswmply with the covenants set forth in
Sections 5.3, 5.4, 5.9 and 5.12 of this Agreemettt rgspect to the Excluded Cellular Interest ia tiafayette Partnership regardless of the
fact that such Cellular Interest is an Excludeduda Interest.

(e) In the event (i) the parties are unable toiaktee Lafayette Waivers in accordance with thexeeand conditions of this Section 9.6 on or
before the last day of the six month period follegvthe Closing or (ii) any other condition to Bugesbligation to purchase Seller's Excluded
Cellular Interest in the Lafayette Partnershipfegh in the Lafayette Purchase Agreement has eenisatisfied or fulfilled on or before the
last day of the six month period following the Gfag Buyer shall have no obligation or liability afly type or description whatsoever with
respect to the Seller's Excluded Cellular Inteiresihe Lafayette Partnership and this Section Badl ecome void and of no further force or
effect.”

7. The reference to the Real Property located Attt Kouns Industrial Loop, Shreveport, Louisiaeaforth on Schedule 3.15(a) Real
Property - Retail of the Agreement is hereby delétdts entirety.

8. Capitalized terms used herein but not otherdéfned shall have the meaning ascribed to suchstér the Agreement.
9. All other terms and conditions of the Agreemauot, otherwise inconsistent with this Amendmenglistemain in full force and effect.
IN WITNESS WHEREOF, the parties hereto have dulgcerted this Amendment on the date first writtenvabo

CENTURYTEL, INC.

By: [/s/ Stacey Goff

Name: Stacey Coff
Title: Vice President and
Assi stant Legal Counsel

ALLTEL COMMUNICATIONS, INC.

By: /s/ Francis Xavier Frantz

Name: Francis Xavier Frantz
Title: Executive Vice President



Exhibit 23.1

Consent of Independent Auditors

We consent to the inclusion of our report datedil&s¥, 2002 (except for Note 1, as to which theedatJuly 1, 2002) with respect to the
financial statements of Verizon's Alabama Operatiand our report dated April 24, 2002, with respedhe financial statements of Verizon's
Missouri Operations included in the Form 8-K of @ewTel, Inc. filed August 13, 2002.

/sl Ernst & Young LLP
New Yor k, New York
August 9, 2002



EXHIBIT 99

FOR IMMEDIATE RELEASE: FOR MORE INFORMATION CONTACT
August 1, 2002 Media: Annmarie Sartor 318.388.9&Timarie.sartor@centurytel.com Investors: Tony D&ti8.388.9525
tony.davis@centurytel.com

CenturyTel Completes Sale of Wireless Operations

MONRGOE, La. ... CenturyTel (NYSE symbol: CTL) corafgd the sale of its wireless business today to L (NYSE symbol: AT), furthe
positioning CenturyTel for growth in its local exaige telephone business.

CenturyTel agreed March 19, 2002, to sell its veissloperations to ALLTEL for $1.65 billion in cagenturyTel previously provided
wireless services in Arkansas, Louisiana, Michigdississippi, Texas and Wisconsin. CenturyTel remsai local telephone, long distance,
Internet and DSL provider in these states. Centeirwill receive $1.57 billion in proceeds from thiiansaction, which excludes one minority-
owned market in which there is a cross-ownerstipasCenturyTel has also received approximatelyriilllon in proceeds from the sale of
wireless interests to parties other than ALLTEL.

Wireless contracts will be automatically transfdrte ALLTEL. Although ALLTEL begins operating theirgless business today, it will use
and bill customers under the CenturyTel name #itilTEL completes a network and billing conversiatdr this year.

"Today we close a successful chapter in Centurghédtory,” said Glen F. Post, I, president ari€l3Cof CenturyTel. "Now we enter a new
era as one of the leading pure play rural locaharge providers in the country.”

CenturyTel completed the acquisition of about 300,&lephone lines from Verizon in Alabama on Julirhe company expects to complete
the acquisition of about 360,000 telephone linemfiVerizon in Missouri on August 31. After the Missi transaction is completed,
CenturyTel will serve approximately 2.5 million lines.

CenturyTel, Inc. provides communications servicesuding local exchange, long distance, Interneeas and data services to customers in
22 states. The company, headquartered in Monragésiama, is publicly traded on the New York StocicBange under the symbol CTL.
CenturyTel is the 8th largest local exchange tedephcompany, based on access lines, in the UnitgdsS Visit CenturyTel's corporate Web
site at (www.centurytel.com)
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