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NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO THE SHAREHOLDERS OF CENTURYTEL, INC.:

The Annual Meeting of Shareholders of CenturyTrt, Wwill be held at 2:00 p.m., local time, on M&, 2005 in the Corporate Conference
Room of the Company's principal offices, 100 Ceyifet Drive, Monroe, Louisiana, for the following moses:

1. to elect four Class Il directors;

2. to ratify the appointment of KPMG LLP as the Quany's independent auditor for 2005;

3. to approve the Company's 2005 Management Inee@itbmpensation Plan;

4. to approve the Company's 2005 Directors Stoak;PI

5. to approve the Company's 2005 Executive Offgleart-Term Incentive Program; and

6. to transact such other business as may propente before the meeting and any adjournments thereo

The Board of Directors has fixed the close of besgon March 22, 2005 as the record date for ttegrdmation of shareholders entitled to
notice of and to vote at the meeting and all adjments thereof.

By Order of the Board of Directors

/s/ Stacey W Gof f
STACEY W CGOFF, Secretary

Dated: April 1, 2005

SHAREHOLDERS ARE INVITED TO ATTEND THE ANNUAL MEETNG IN PERSON. EVEN IF YOU EXPECT TO ATTEND, IT IS
IMPORTANT THAT YOU PLEASE SIGN, DATE AND RETURN THEENCLOSED PROXY CARD PROMPTLY. IF YOU PLAN TO
ATTEND AND WISH TO VOTE YOUR SHARES PERSONALLY, YOMAY DO SO AT ANY TIME BEFORE YOUR PROXY IS
VOTED.



[CENTURYTEL LETTERHEAD]
April 1, 2005
Dear Shareholder:

It is a pleasure to invite you to the Company's®288nual Meeting of Shareholders on Thursday, M2yhEginning at 2:00 p.m. local time,
at the Company's headquarters in Monroe, Louisiamape you will be able to attend.

As in the past, this booklet includes our formaiceof the meeting, our proxy statement and onuahfinancial statements and review of
operations.

Most of you have received with this booklet a praayd that indicates the number of votes that yitube entitled to cast at the meeting
according to the records of the Company or youkéror other nominee. Each share of the Companyythahave "beneficially owned"
continuously since May 30, 1987 generally entijles to ten votes; each other share entitles yan#vote. Shares held through a broker or
other nominee are presumed to have one vote pax.dhdieu of receiving a proxy card, participaiitshe Company's benefit plans have t
furnished with voting instruction cards. The reees@de of this letter describes the Company's gqgtitovisions in greater detail.

Regardless of how many shares you own or whethepian to attend the meeting in person, it is ingoarthat your shares be voted at the
meeting. At your earliest convenience, please ceteghe enclosed proxy card (or voting instructiards) and return it or them promptly in
the enclosed return envelope.

Thank you for your interest and continued support.
Sincerely,

/sl den F. Post, III

den F. Post, 111
Chai rman of the Board and
Chi ef Executive Oficer



VOTING PROVISIONS
SHAREHOLDERS

Record Shareholders. In general, shares regisietbéd name of any natural person or estate tlategresented by certificates dated as of or
prior to May 30, 1987 are presumed to have tensvpée share and all other shares are presumedécona vote per share. However, the
Company's articles of incorporation (the relevaot/fsions of which are reproduced below) set farifst of circumstances in which the
foregoing presumptions may be refuted. If you h&ithat the voting information set forth on youoxy card is incorrect or a presumption
made with respect to your shares should not apjgase send a letter to the Company briefly deisgyithe reasons for your belief. Merely
marking the proxy card will not be sufficient natdtion to the Company that you believe the votirfgrmation thereon is incorrect.

Beneficial Shareholders. All shares held throudpnaker, bank or other nominee are presumed to bagesote per share. The Company's
articles of incorporation set forth a list of cimstances in which this presumption may be refutethé person who has held since May 30,
1987 all of the attributes of beneficial ownersteferred to in Article 111(C)(2) reproduced belolfryou believe that some or all of your she
are entitled to ten votes, you may follow one of fpvocedures. First, you may write a letter toGmenpany describing the reasons for your
belief. The letter should contain your name (unigms prefer to remain anonymous), the name of tbkdryage firm, bank or other nominee
holding your shares, your account number with sumhinee and the number of shares you have beribficianed continuously since May
30, 1987. Alternatively, you may ask your brokeank or other nominee to write a letter to the Conypan your behalf stating your account
number and indicating the number of shares thathgme beneficially owned continuously since May B887. In either case, your letter
should indicate how you wish to have your sharded.o

Other. The Company will consider all letters reeeirior to the date of the Annual Meeting and, maeeturn address is provided in the
letter, will advise the party furnishing such letéd its decision, although in many cases the Camgpeill not have time to inform an owner or
nominee of its decision prior to the time the shane voted. In limited circumstances, the Compaay require additional information befc
a determination will be made. If you have any goastabout the Company's voting procedures, pleals¢he Company at (318) 388-9500.

PARTICIPANTS IN BENEFIT PLANS

Participants in the Company's Employee Stock OvimgiBlan, Dollars & Sense Plan, Union Retirementii®@gs Plan, Union Group Incenti
Plan, or Security Systems Inc. 401(k) Plan haveived voting instruction cards in lieu of a proxard. For additional information, please
refer to the materials supplied by the trustednefflans in which you participate.

* k k k

EXCERPTS FROM THE COMPANY'S ARTICLES OF INCORPORATI ON
Paragraph C of Article Ill of the Company's artectef incorporation provides as follows:

(1) Each share of Common Stock . . . which has beeeficially owned continuously by the same persione May 30, 1987 will entitle such
person to ten votes with respect to such shareoh matter properly submitted to the shareholdetiseoCorporation for their vote, consent,
waiver, release or other action . . .

(2) (a) For purposes of this paragraph C, a changeneficial ownership of a share of the Corporas stock will be deemed to have occu
whenever a change occurs in any person or gropprsbns who, directly or indirectly, through anyract, arrangement, understanding,
relationship or otherwise has or shares (i) vopioger, which includes the power to vote, or to ditbe voting of such share; (ii) investment
power, which includes the power to direct the salether disposition of such share; (iii) the rightreceive or retain the proceeds of any sale
or other disposition of such share; or (iv) thétitp receive distributions, including cash dividsnin respect to such share.

(b) In the absence of proof to the contrary progideaccordance with the procedures referred subparagraph (4) of this paragraph C, a
change in beneficial ownership will be deemed teehaccurred whenever a share of stock is transf@ieecord into the name of any other
person.

(c) In the case of a share of Common Stock . ld terecord in the name of a corporation, genpaaitnership, limited partnership, voting
trustee, bank, trust company, broker, nomineeeaaralg agency, or in any other name except a dataraon, if it has not been established
pursuant to the procedures referred to in subpaphgd) that such share was beneficially ownedicoausly since May 30, 1987 by the
person who possesses all of the attributes of @aledwnership referred to in clauses (i) throfh) of subparagraph (2)(a) of this paragraph
C with respect to such share of Common Stockhen such share of Common Stock . . . will carrthwtionly one vote regardless of when
record ownership of such share was acquired.

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



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

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

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

(c) any change in the beneficiary of any trustamy distribution of a share of stock from trust,rbgison of the birth, death, marriage or
divorce of any natural person, the adoption of matyral person prior to age 18 or the passagegofesn period of time or the attainment by
any natural person of a specified age, or the ioreatr termination of any guardianship or custoddarangement; or

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

(4) For purposes of this paragraph C, all detertiona concerning changes in beneficial ownershipghe absence of any such change, wi
made by the Corporation. Written procedures desigodacilitate such determinations will be estsitdid by the Corporation and refined fi
time to time. Such procedures will provide, amottgeothings, the manner of proof of facts that wélaccepted and the frequency with
which such proof may be required to be renewed.Jdmporation and any transfer agent will be erditie rely on all information concerning
beneficial ownership of a share of stock cominth&r attention from any source and in any manaasonably deemed by them to be
reliable, but neither the Corporation nor any tfanagent will be charged with any other knowledgacerning the beneficial ownership of a
share of stock.

(5) Each share of Common Stock acquired by reasanyostock split or dividend will be deemed to &deen beneficially owned by the
same person continuously from the same date asthahich beneficial ownership of the share of Camrtock, with respect to which such
share of Common Stock was distributed, was acquired

* % % %

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

* k k k



CENTURYTEL, INC.
100 CENTURYTEL DRIVE
MONROE, LOUISIANA 71203
(318) 388-9500

PROXY STATEMENT
April 1, 2005

This proxy statement is furnished in connectiorhtlite solicitation of proxies on behalf of the Bibaf Directors (the "Board") of
CenturyTel, Inc. (the "Company") for use at its a@inmeeting of shareholders to be held at the #imeplace set forth in the accompanying
notice, and at any adjournments thereof (the "N@ég}i This proxy statement is first being mailegstareholders of the Company on or at
April 5, 2005.

As of March 22, 2005, the record date for deterngrshareholders entitled to notice of and to vbtb@Meeting (the "Record Date"), the
Company had outstanding 132,922,458 shares of canstogk (the "Common Shares") and 319,000 shar8eiiés L preferred stock that
vote together with the Common Shares as a singisan all matters ("Preferred Shares" and, colidgtwith the Common Shares, "Voting
Shares"). The Company's Restated Articles of Inm@ton (the "Articles") generally provide that Hels of Common Shares that have been
beneficially owned continuously since May 30, 188& entitled to cast ten votes per share, suljemtrnpliance with certain procedures.
Article 1l of the Articles and the voting procedis adopted thereunder contain several provisiomsrging the voting power of Common
Shares, including a presumption that each CommaneSteld by nominees or by any holder other thaataral person or estate entitles such
holder to one vote, unless the holder furnisheCw@mpany with proof to the contrary. Applying theegumptions described in Article Il and
information known to the Company, the Company'srmg indicate that 215,405,986 votes are entitidokbtcast at the Meeting, of which
215,086,986 (99.9%) are attributable to the Com@loares. Unless otherwise indicated, all percentafyesting power set forth in this pro:
statement have been calculated based on such nafmees.

If you are a participant in the Company's Autom#&ticidend Reinvestment and Stock Purchase ServiteeoCompany's Employee Stock
Purchase Plans, the Company's proxy card coverssheedited to your account under each plan, #isas@ny shares directly registered in
your name. You should not, however, use the praxy to vote any shares held for you in the Comalagiployee Stock Ownership Pl
Dollars & Sense Plan, Union Retirement Savings Rlbnion Group Incentive Plan, or Security Systems #01(k) Plan. Instead, participants
in these plans will receive from the plan trusteggarate voting instruction cards covering theseesh Plan participants should complete and
return these voting instruction cards in the mammevided in the instructions that accompany s

The Company will pay all expenses of solicitingxpes for the Meeting. Proxies may be solicited peadly, by mail, by telephone or by
facsimile by the Company's directors, officers



and employees, who will not be additionally comged therefor. The Company will also request pes$miding Voting Shares in their
names for others, such as brokers, banks and mtinginees, to forward proxy materials to their pipa¢s and request authority for the
execution of proxies, and the Company will reimieuttsem for their expenses incurred in connectienetivith. The Company has retained
Innisfree M&A Incorporated, New York, New York, &ssist in the solicitation of proxies, for whichwiil be paid fees anticipated to be
$7,500 and will be reimbursed for certain out-otlpet expenses.

ELECTION OF DIRECTORS
(ITEM 1 ON PROXY OR VOTING INSTRUCTION CARD)

The Board of Directors has fixed the number of dives to serve after the Meeting at 12 memberschvaie divided under the Articles into
three classes. Members of the respective classeofiiwe for staggered terms of three years, witle class elected at each annual
shareholders' meeting. Four Class Il directors bélelected at the Meeting. Acting upon the recondagon of its Nominating and Corpor:
Governance Committee, the Board has nominatedtiraridividuals listed below to serve as Classiéctors. Unless authority is withheld,
all votes attributable to the shares representegblof duly executed and delivered proxy will be &@sthe election of each of these below-
named nominees. Under the Company's bylaw nomppatiocedures, these nominees are the only indilddulao may be elected at the
Meeting. For additional information on the Compamomination process, see "Corporate Governandeetdr Nomination Process." If for
any reason any such nominee should decline or becomble to stand for election as a director, wigalot anticipated, votes will be cast
instead for another candidate designated by thedB@athout resoliciting proxies. For informatiom eecent changes in the size and
composition of the Board, see "Corporate Governarizieector Nomination Process."

The following provides certain information with pest to each nominee and each other director wieosewill continue after the Meeting,
including his or her beneficial ownership of Comntimares determined in accordance with Rule 13dtBeoSecurities and Exchange
Commission ("SEC"). Unless otherwise indicatedalliinformation is as of the Record Date, (ii) egerson has been engaged in the
principal occupation shown for more than the piast years, (iii) shares beneficially owned are heith sole voting and investment power
and (iv) all references in this proxy statemeritRestricted Stock” mean unvested shares of restristock, the terms of which are further
described herein, and does not refer to any suatesthat have vested and are no longer subjé@rtsfer restrictions. Unless otherwise
indicated, none of the persons named below bea#ji@wns more than 1% of the outstanding Commoar&hor is entitled to cast more tl
1% of the total voting power.



CLASS Il DIRECTORS (FOR TERM EXPIRING IN 2008):
Photo

VIRGINIA BOULET, age 51, a director since 1995; Sa Counsel at Adams and Reese LLP, a law firmgesMarch 2002; Partner, Phelps
Dunbar, L.L.P., a law firm, for 10 years prior tach time; President and Chief Operating OfficeldDiversity, Inc., an on-line recruiting
company, from March 2002 to February 2004; a dinecf W&T Offshore, Inc.

Committee Memberships: Nominating an d Corporate
Governance (C hairperson); Audit
Shares Beneficially Owned: 21,011 (1), ( 2)

Photo

CALVIN CZESCHIN, age 69; a director since 1975;$fent and Chief Executive Officer of Yelcot Teleple Company and Ultimate Auto
Group.

Committee Memberships: Executive; Risk Evaluation
Shares Beneficially Owned: 366,869 (1), (3)
Photo

JAMES B. GARDNER, age 70; a director since 198hi&@eManaging Director of the capital markets dieisof Samco Capital Markets, a
division of Penson Financial Services, Inc., siNowember 2001; Managing Director of such divisiondver seven years prior to such date;
a director of Ennis, Inc.

Committee Memberships: Audit (Chairm an); Executive;
Compensation

Shares Beneficially Owned: 19,500 (1)

Photo

GREGORY J. MCCRAY, age 42; has not previously seéa® a director of the Company; Chief Executivad@ffof Antenova Limited, a
British company which develops and markets wiretesaponents, since January 2003; President of McCaomsulting, a technology
consulting company, from March 2002 to December22@hief Executive Officer of Pipinghot Networksd_ta wireless technology resea
and development company, from December 2000 touaep2002; Senior Vice President and General Man&jestomer Operations (for
Europe, the Middle East and Africa), of Lucent Trealogies Inc. from 1998 to December 2000.

Shares Beneficially Owned: 0
THE BOARD UNANIMOUSLY RECOMMENDS A VOTE FOR EACH OF THESE NOMINEES.
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CLASS Il DIRECTORS (TERM EXPIRES IN 2006):
Photo

FRED R. NICHOLS, age 58; a director since May 20@8red in 2000 after serving as Executive Vicedtent of Operations of Cox
Communications, Inc. from August 1999 to Februa@9® Chairman of the Board, President and Chiethtiee Officer of TCA Cable TV,
Inc. from 1997 to August 1999.

Committee Membership: Audit; Compensation
Shares Beneficially Owned: 14,000 (1)
Photo

HARVEY P. PERRY, age 60; a director since 1990;-egacutive Vice Chairman of the Board of Directofshe Company since January 1,
2004; retired from the Company on December 31, 20@3 serving as Executive Vice President and {Chdeninistrative Officer for almost
five years, as Secretary for 18 years and as Ge@etmsel for 20 years; also served as Senior President from 1985 to 1999.

Committee Membership: Executive
Shares Beneficially Owned: 222,499 (1), (4), (5)
Photo

JIM D. REPPOND, age 63; a director since 1986redtfrom the Company in 1996 after serving as BegsiTelephone Group of the
Company (or a comparable predecessor positiorgefeeral years.

Committee Memberships: Executive; Compensation
Shares Beneficially Owned: 79,920 (1)
Photo

JOSEPH R. ZIMMEL, age 51, a director since Jan2&Q3; retired in 2002 after serving as a managiregtbr of the investment banking
division of The Goldman Sachs Group, Inc. from 1898001, a director of Digitas Inc.

Committee Membership: Audit

Shares Beneficially Owned: 18,667 (1)



CLASS | DIRECTORS (TERM EXPIRES IN 2007):

Photo

WILLIAM R. BOLES, JR., age 48; a director since 298n executive officer, director and practicingpatey with The Boles Law Firm.
Committee Memberships: Risk Evaluation (Chairman)

Shares Beneficially Owned: 22,004 (1)

Photo

W. BRUCE HANKS, age 50; a director since 1992; aré&investor since June 2004; Athletic Directothaf University of Louisiana at
Monroe from March 2001 to June 2004; a senior ecative officer of the Company with operationaktmategic development responsibilit
for several years prior to such time; an advisadrgador of IberiaBank Corporation.

Committee Membership: Risk Evaluation
Shares Beneficially Owned: 86,685 (1), (4)
Photo

C. G. MELVILLE, JR., age 64; a director since 19f8yate investor since 1992; retired executivéceff of an equipment distributor.

Committee Memberships: Compensation (Chairman); Nominating and
Corporate Gov ernance
Shares Beneficially Owned: 25,322 (1)

Photo

GLEN F. POST, lll, age 52; a director since 198baitman of the Board of the Company since June 20@2Chief Executive Officer of the
Company since 1993. Mr. Post also served as Viar@an of the Board from 1993 to 2002 and Presitfent 1990 to 2002.

Committee Membership: Executive (Chairman)

Shares Beneficially Owned: 1,925,869 (4), (6)



(1) Includes shares that each outside directothesgght to acquire within 60 days of the datehi$ Proxy Statement pursuant to options
granted under the Company's 2002 directors stotikroplan. Under these options, each outside dird@s the right to acquire within such
period 16,000 shares, other than Messrs. Permhdii@and Zimmel, who have the right to acquire 8,d®2,000 and 13,667 shares,
respectively.

(2) Includes 955 shares held by Ms. Boulet as dimtofor the benefit of her children and 450 shawesed by Ms. Boulet's spouse, as to
which she disclaims beneficial ownership.

(3) Constitutes 0.3% of the outstanding Common &hand entitles Mr. Czeschin to cast 1.6% of tkad tating power; includes 11,997
shares owned by Mr. Czeschin's wife, as to whictibelaims beneficial ownership; also includes 800,shares that are pledged pursuant to
a pre-paid forward sale contract that expires Janl@, 2006. Mr. Czeschin holds voting but not istveent power as to such pledged shares.

(4) Includes (i) Restricted Stock issued to thetehamed directors under the Company's incentive casgi®n plans, with respect to whi
such individuals have sole voting power but no strreent power; (ii) shares ("Option Shares") thahsuadividuals have the right to acquire
within 60 days of the Record Date pursuant to aystigranted under the Company's incentive compemsplans (other than the Company's
2002 directors stock option plan referenced inrfote 1 above); and (iii) shares (collectively, 'P8hares") allocated to such individual's
accounts under the Company's Employee Stock Owiperélin ("ESOP") and the Company's Dollars & Se?isa ("401(k) Plan"), as
follows:

Name Restricted Stock Opt ion Shares Plan Shares
Harvey P. Perry - 166,000
W. Bruce Hanks - 70,000 -
Glen F. Post, IlI 107,120 1 ,643,884 82,075

Participants in the 401(k) Plan who have attainegears of age or three years of service with the@any have investment power with
respect to all shares held in their 401(k) Plaroant and participants in the ESOP who have attigiteyears of age and 10 years of
participation in the plan have investment powehwéspect to a portion of the shares held in tB8©P accounts. Participants in both these
plans are entitled to direct the voting of theaurpkhares, as described in greater detail elsevileee@.

(5) Includes 2,863 shares held as custodian fobénefit of Mr. Perry's children.
(6) Constitutes 1.4% of the outstanding Common &har

CORPORATE GOVERNANCE
GOVERNANCE GUIDELINES

Listed below are excerpts from the Company's catgogovernance guidelines, which the Board revesast annually. For information on
how to obtain a complete copy of the Company's@erie governance guidelines, see "- Access torimdton" below.

1. Director Qualifications

- The Board will have a majority of independentediors. The Nominating and Corporate Governancerlitige is responsible for reviewing
with the Board, on an annual basis, the requiitkls ind characteristics of new Board members el a8 the composition of the Board as a
whole. This assessment will include members' inddpace qualifications, as well as consideratiodivérsity, age, character, skills and
experience in the context of the needs of the Bdarsl the general sense of the Board that no ri@e two management directors should
serve on the Board.



- The Board expects directors who change the jalkesponsibility they held when they were electethtoBoard to volunteer to resign from
the Board. It is not the sense of the Board thatvigry such instance the director should necegdeaale the Board. There should, howeve
an opportunity for the Board, through the Nomingtimd Corporate Governance Committee, to revievedinénued appropriateness of Bo
membership under the circumstances.

- No director may serve on more than two other ulfet#d public company boards, unless this prokihiis waived by the Board. No direc
may be appointed or nominated to a new term ifrr&he would be age 72 or older at the time of theti®n or appointment.

- The Nominating and Corporate Governance Commititgeview each director's continuation on thealB every three years.

- Directors will be deemed to be "independentf)ittie Board affirmatively confirms that neitheettirector nor any organization with which
the director is affiliated receives any paymentsrfithe Company other than Permissible Directors @omsation (as defined below) and (ii)
none of the disqualifying events or conditions #jett in Rule 303A(2)(b) of the NYSE Listed Compakianual apply to the director. For
purposes hereof, "Permissible Directors Compensatieans (i) director and committee fees, (ii) t@imsement for an annual physical,
continuing education, travel and other out-of-paakeenses in accordance with the Company's ajdigeolicies and (iii) a pension or other
form of deferred compensation for prior servicaviled such compensation is not contingent in aay @an continued service. The Board
may make determinations or interpretations undsrghragraph, provided that they are consisterit thi¢ foregoing standards.

- Once the Board has determined that a directodispendent, the director may not engage in amgaetion with the Company, either
directly or indirectly through an immediate famityember or related entity, without such transactieing approved by the Board.

2. Director Responsibilities

- The Chairman will establish the agenda for eacarB meeting. Each Board member is free to sudigesnclusion of items on the agenda.
Each Board member is free to raise at any Boardingesubjects that are not on the agenda for tlesttimg. The Board will review the
Company's long-term strategic plans and the praiégsues that the Company will face in the futdeing at least one Board meeting each
year.

- The non-management directors will meet in exeeusiession at least quarterly. The director whsiges at these meetings will be an
independent director chosen annually by the nonag@ment directors, and his or her name will belalgd in the annual proxy statement.
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3. Board Committees

- The Board will have at all times an Audit Commét a Compensation Committee and a Nominating anpotate Governance Committee.
All of the members of these committees will be ipeiedent directors, as defined in Section 1 above.

- The Chair of each committee, in consultation wfith committee members, will determine the freqyeard length of the committee
meetings consistent with any requirements set farthe committee's charter. The Chair of each cataa) in consultation with members of
the committee and others specified in the comnigtetearter, will develop the committee's agenda.

- The Board and each committee have the poweréoiilependent legal, financial or other adviserthey may deem necessary, without
consulting or obtaining the approval of any offieéthe Company in advance.

- Each committee may meet in executive sessioiftas as it deems appropriate.

4. Director Access to Officers and Employees

- Directors have full and free access to officard amployees of the Company.

- The Board welcomes regular attendance at eachdBoeeting of senior officers of the Company.
5. Director Compensation

- The form and amount of director compensation balldetermined by the Nominating and Corporate Gmree Committee in accordance
with the policies and principles set forth in itsacter, and such Committee will conduct an annenakmw of director compensation.

6. Director Orientation and Continuing Education

- The Nominating and Corporate Governance Commdtedl maintain an Orientation Program for new afives. All new directors must
participate in the Company's Orientation Prograimictv should be conducted as soon as practical@ersdiv directors are elected or
appointed.

- The Company will also maintain a Continuing EdigraProgram for directors, pursuant to which il whdeavor to periodically update
directors on industry, technological and regulabeyelopments, and to provide adequate resourcagpfmrt directors in understanding the
Company's business and matters to be acted ugmaat and committee meetings.
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7. CEO Evaluation and Management Succession

- The Nominating and Corporate Governance Commiti#eonduct an annual review of the CEQ's perfante. The Nominating and
Corporate Governance Committee will provide a repbits findings to the Board of Directors (witp@ropriate recusals of the CEO and
other management directors, as necessary) to ethebloard to ensure that the CEO is providingoist leadership for the Company in the
long- and short-term.

- The Nominating and Corporate Governance Commdteelld report periodically to the Board on sucimesplanning. The entire Board will
consult periodically with the Nominating and Corater Governance Committee regarding potential ssocgso the CEO. The CEO shoulc
all times make available his or her recommendatirsevaluations of potential successors, aloniy avieview of any development plans
recommended for such individuals.

8. Annual Performance Evaluation

- The Board of Directors will conduct an annuafssialuation to determine whether it and its conteeis are functioning effectively. The
Nominating and Corporate Governance Committeeraileive comments from all directors and report atipdo the Board with a
assessment of the Board's performance, which witliscussed with the full Board. The assessmehfaeills on the Board's contribution to
the Company and specifically focus on areas in wthie Board or management believes that the Baarftl gmprove.

9. Standards of Business Conduct and Ethics

- All of the Company's directors, officers and eayges are required to abide by the Company's ltargdsg Corporate Compliance
Program, which includes standards of business adrathd ethics. The Company's program and relatecedures cover all areas of
professional conduct, including employment poliognflicts of interests, protection of confidentiafiormation, as well as strict adherence to
all laws and regulations applicable to the conaddiche Company's business.

- Any waiver of the Company's policies, principtsguidelines relating to business conduct or stfoc executive officers or directors may
be made only by the Audit Committee and will berpptly disclosed as required by law or stock excleasgulation.

INDEPENDENCE

Based on the information made available to it,Bbard has affirmatively determined that (i) VirgirBoulet, James B. Gardner, Fred R.
Nichols, Jim D. Reppond, Joseph R. Zimmel, W. Bidaeks and C. G. Melville, Jr. qualify as indepeamtd#irectors under the standal
referred to above under " - Governance Guideliaesl' (i) Gregory J. McCray, if elected at the Magtiwill also qualify as an independent
director under the Company's guidelines. In



making these determinations, the Board, with amsist from the Company's counsel, evaluated respdnsequestionnaire completed by
each director regarding relationships and possibielicts of interest. In its review of directord@pendence, the Board considered all
commercial, consulting, legal, accounting, chatéabnd familial relationships any director may @éavith the Company or its management.

MEETINGS AND CERTAIN COMMITTEES OF THE BOARD
During 2004, the Board held four regular meetingd six special meetings.

During 2004, the Board's Audit Committee held tezetings. The Audit Committee's functions are désdifurther below under "Report of
Audit Committee."

The Board's Compensation Committee held six megtiluging 2004. The Compensation Committee's Ineemtivards Subcommittee held
two meeting during 2004. Both the Compensation Cdtemand the Subcommittee are described furthembender "Executive
Compensation and Related Information - Report ah@ensation Committee Regarding Executive Compeaisati

The Board's Nominating and Corporate Governancerfittiee (the "Nominating Committee™) met eight tintkging 2004. The Nominating
Committee is responsible for, among other thingse€ommending to the Board nominees to servearastdrs and officers, (ii) monitoring

the composition and size of the Board and its cabees, (iii) periodically reassessing the Compaagtporate governance guidelines, (iv)
leading the Board in its annual review of the B&ap#rformance and (v) reviewing annually the Chieécutive Officer's performance and
reporting to the Board on succession planning éoice executive officers. For information on then@any's director nomination process,

"- Director Nomination Process" below.

Each of the committees listed above is composeaysof independent directors under the standarf@sresl to above under "- Governance
Guidelines." The Board has determined that JoseptirRmel and James B. Gardner are audit committemial experts, as defined under
the federal securities laws.

If you would like additional information on the mmsibilities of the committees listed above, pteafer to the committees' respective
charters, which can be obtained in the manner itestbelow under "- Access to Information."

The Company expects all of its directors to attdredCompany's annual shareholders meetings. Eesttali attended the 2004 annual
shareholders meeting, except for one director whs recovering from surgery.

DIRECTOR NOMINATION PROCESS

Nominations for the election of directors at anratereholder meetings may be made by the Boara (ingoreceipt of recommendations
the Nominating Committee) or by any
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shareholder of record who complies with the Comfsabylaws. Under the bylaws, any shareholder ainéinterested in making a
nomination (referred to below as "nominating shaleérs™) generally must deliver written notice he tCompany's secretary not more than
180 days and not less than 90 days in advancedirtth anniversary of the preceding year's anshateholder's meeting. For the Meeting
year, the Board has nominated the four nominetlisbove under "Election of Directors" to standefi@ction as Class Il directors, and
shareholders submitted any nominations. For fuiitifermation on deadlines for submitting nominatidar the Company's 2006 annual
shareholders meeting, see "Other Matters - Shatehdlominations and Proposals."

The written notice required to be sent by any nating shareholder must include (i) the name, agsinless address and residential address
of the nominating shareholder and any other peasting in concert with such shareholder, (ii) arespntation that the nominating
shareholder is a record holder of Voting Shared,iarends to make his nomination in person, (iidescription of all agreements among the
nominating shareholder, any person acting in cdvegh him, each proposed nominee and any othesgpepursuant to which the nomination
or nominations are to be made and (iv) varioustaiplical information about each proposed nomiregtuding principal occupation,
holdings of Voting Shares and other informationuieed to be disclosed in the Company's proxy staténiThe notice must also be
accompanied by the written consent of each propneednee to serve as a director if elected, anaffiohavit certifying that the proposed
nominee meets the qualifications for service spetih the bylaws and summarized below. The Compaay require a proposed nominee to
furnish other reasonable information or certifioas. Shareholders interested in bringing beforgaaeholders meeting any matter other th
director nomination should consult the bylaws fdditional procedures governing such requests. Tdragany may disregard any nominat

or submission of any other matter that fails to pbmwith these bylaw procedures.

The Nominating Committee will consider candidatemimated by shareholders in accordance with thavis/ Upon receipt of any such
nominations, the Committee will review the submissior compliance with the bylaws, including deterimg if the proposed nominee meets
the bylaw qualifications for service as a direcidiese provisions disqualify any person who failsespond satisfactorily to any inquiry for
information to enable the Company to make certiiiices required by the Federal Communications Cormsimisunder the Anti-Drug Abuse
Act of 1988, or who has been arrested or conviofezbrtain specified drug offenses or engaged iioias that could lead to such an arrest or
conviction.

Under the Company's corporate governance guidelinesNominating Committee assesses director cateichased on their independence,
diversity, age, character, skills and experienddéncontext of the needs of the Board. Althoughghidelines permit the Nominating
Committee to adopt additional selection guidelioesriteria, it has chosen not to do so. Instelagl Nominating Committee periodically
assesses skills and characteristics then requyréliebBoard based on the Board's configurationfatnde challenges at the time of the
assessment. The Nominating Committee believedl#xible approach enables it to respond to chawgesed by director retirements and
industry developments. Although the Company dogdawe a history of receiving director nominatidrean shareholders, the Nominating
Committee envisions that it would evaluate any staididate on the same terms as other proposedaesjibut would place a substantial
premium on retaining incumbent directors who amiliar with the Company's management, operatioasiness, industry, strategies and
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competitive position, and who have previously destiaied a proven ability to provide valuable cdnttions to the Board and the Company.

The Nominating Committee retained Korn/Ferry Intdional in 2004 to assist in a nationwide searclofe or two directors to replace R. L.
Hargrove, Jr., age 73, and Johnny Hebert, agedlb,df whom are retiring as Class Il directorshat Meeting. Korn/Ferry International
assembled comprehensive lists of qualified replaserdirectors for review by the Nominating Comn@tt€ollowing a series of interviews,
the Nominating Committee recommended Gregory J. fdg@s a Class Il nominee. In February 2005, theréaccepted this nomination &
reduced the size of the Board from 13 to 12, eiffeain the date of the Meeting.

DIRECTOR COMPENSATION

Each director who is not an employee of the Compeaferred to as "outside directors" or "non-mamaget directors”) is paid an annual fee
of $50,000 plus $2,000 for attending each regutzarB meeting, $2,500 for attending each speciatdBoeeting and $1,500 for attending
each meeting of a Board committee.

Currently the Vice Chairman of the Board is paig@emental board fees at the rate of $100,000 gar. yWhe Vice Chairman's duties include
(i) assisting the Chairman by facilitating commuations among the directors and monitoring the dies/of the Board's committees, (ii)
serving at the Chairman's request on the boardytampany in which the Company has an investn{gjtnonitoring the Company's
strategies and (iv) performing certain executivecegsion functions.

Currently (i) the chair of the Audit Committee iaig supplemental board fees at the rate of $20@0@ear and (ii) the chair of the
Compensation Committee, the chair of the Nomina@ognmittee and the chair of the Risk Evaluation @uttee are each paid supplemental
board fees at the rate of $10,000 per year.

The Company permits each outside director to defegipt of all or a portion of his or her fees. Amts so deferred earn interest equal to the
six-month Treasury bill rate. Each outside diredscalso entitled to be reimbursed (i) for experigesarred in attending board and committee
meetings,

(i) for expenses incurred in attending directoueation programs and (iii) up to $5,000 per yeattie cost of an annual physical
examination, plus related travel expenses andstimated income taxes incurred by the directominnection with receiving these medical
reimbursement payments.

Under the Company's 2002 Directors Stock Optiom Riatside directors are entitled to receive anguahts of options to purchase up to
6,000 Common Shares (with the actual number toeberchined by the Compensation Committee of the @dailowing each annual meeti
of shareholders and upon joining the Board if othan by election at an annual meeting of sharehsldn 2004, the Board's Compensation
Committee granted each outside director non-qedlifiptions to purchase 6,000 Common Shares. Aggdied further below, the Board has
adopted the Company's 2005 Directors Stock Plan"@rector Plan"), subject to approval of the pbanthe shareholders at the Meeting. If
the Director Plan is approved at the
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Meeting, the Company will not make any additionargs under its 2002 Directors Stock Option Pldre Director Plan will enable the
Company to grant to directors options, restrictedlsand other types of equity awards. See "Prdpgos&pprove the CenturyTel, Inc. 2005
Directors Stock Plan" for more information on thiedator Plan. In early 2005, the Compensation Catemiauthorized each outside director
who is duly elected and serving immediately afer Meeting to receive (i) $100,000 of restricteztkt(based on the average closing price of
the Common Shares on each of the 15 trading da&geg@ing the Meeting), but only if the Director Plarmpproved by the shareholders at the
Meeting, or (ii) non-qualified options to purch&000 Common Shares if the Director Plan is not@gd at the Meeting.

Prior to June 1, 2002, outside directors parti@igah the Company's Outside Directors Retiremesh.RUnder such plan, participating outs
directors with fully vested rights are entitledréxeive, upon normal retirement at age 70, $30p@0@ear, payable bireekly generally, in th
form of a life annuity (subject to certain limitesceptions). Under the plan, participating outslatectors can also receive payments upon
early retirement at age 65, subject to certain fiterseluctions. In addition, the plan provides aértdisability and preretirement death bene
The Company has established a trust to fund itgaiidns under the plan, but participants' rigbtghiese trust assets are no greater than the
rights of unsecured creditors. Under the plan,igpgting outside directors whose service is teated in connection with a change in control
of the Company are entitled to receive a cash payegual to the present value of their vested plmefits, determined in accordance with
actuarial assumptions specified in the plan. IN2®@e plan was "frozen" to (i) limit participatiéa outside directors serving as of May 31,
2002, (i) limit benefits to those accrued throudhy 31, 2002, and (iii) freeze the annual paymenpfrticipants with fully vested rights at
$30,000, which equaled the annual retainer plusebdor attending one special Board meeting ddaf 31, 2002.

The Company's bylaws require it to indemnify itsedtors and officers to the fullest extent pernditty law so that they will be free from
undue concern about personal liability in connectigth their service to the Company. The Comparg/digned agreements with each of
those individuals contractually obligating it toopide these indemnification rights. The Company @lovides its directors with customary
directors and officers liability insurance.

PRESIDING DIRECTOR

As indicated above, the non-management directoet meexecutive session at least quarterly. Themanagement directors have selected
Virginia Boulet to preside over such meetings dy2005. As explained further on the Company's viepgou may contact Ms. Boulet by
writing a letter to the Presiding Director, c/o P@dfice Box 5061, Monroe, Louisiana 71211.

ACCESS TO INFORMATION

The following documents are filed as exhibits te @ompany's Annual Report on Form 10-K for the yated December 31, 2004, and are
posted on the Company's website at www.centurytel:c

- Corporate governance guidelines
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- Charters of the Audit Committee, Compensation @ittee and Nominating and Corporate Governance Citaen
- Corporate compliance program (which includesGbenpany's code of ethics)
The Company will furnish printed copies of thesdemals upon the request of any shareholder.

RATIFICATION OF THE SELECTION OF THE INDEPENDENT AU DITOR
(ITEM 2 ON PROXY OR VOTING INSTRUCTION CARD)

The Company's 2004 financial statements were aidgekPMG LLP, an independent registered publimaaoting firm. The Audit
Committee of the Board has appointed KPMG as indeget auditor of the Company for the fiscal yeatieg December 31, 2005, and the
Board is submitting that appointment to the Commalgareholders for ratification at the Meeting.

Representatives of KPMG will be present at the Mgetare expected to be available to respond toogpiate questions, and will also have
opportunity to make a statement if they desiredsal If the shareholders do not ratify the appoérit of KPMG by the affirmative vote of at
least a majority of the voting power present orespnted at the Meeting, the Audit Committee vaitiansider the selection of the indepen
auditor.

For additional information on KPMG, see "Reportloé Audit Committee” below.
THE BOARD UNANIMOUSLY RECOMMENDS A VOTE FOR THIS PR OPOSAL.

PROPOSAL TO APPROVE THE CENTURYTEL, INC. 2005 MANAG EMENT
INCENTIVE COMPENSATION PLAN
(ITEM 3 ON PROXY OR VOTING INSTRUCTION CARD)

GENERAL

The Board believes that the growth of the Compaspedds upon the efforts of its officers, employeessultants and advisors and that the
proposed CenturyTel, Inc. 2005 Management Incer@iompensation Plan (the "Incentive Plan") will posvan effective means of attracting
and retaining qualified key personnel while encgurg long-term focus on maximizing shareholder gallihe Incentive Plan has been
adopted by the Board of Directors, subject toigraval by the shareholders at the Meeting. Thecjpal features of the Incentive Plan are
summarized below. This summary is qualified ireitsirety, however, by reference to the IncentivenPWhich is attached to this proxy
statement as Appendix A.

PURPOSE OF THE PROPOSAL

The Board believes that providing officers, empkgeconsultants and advisors with a proprietagrast in the growth and performance of
the Company is crucial to stimulating
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individual performance while at the same time ewiramshareholder value. The Board intends for tivemtive Plan to supersede the
Company's 2002 Management Incentive Compensatam Blurrently, only approximately 600,000 Commorar8h remain available for
grant under the Company's 2002 Management Ince@iwvepensation Plan. The Board believes that adopfi@ new superseding plan is
necessary to provide the Company with the contiralglity to attract, retain and motivate key perseinin a manner tied to the interests of
shareholders.

TERMS OF THE INCENTIVE PLAN

ADMINISTRATION OF THE INCENTIVE PLAN. If the Incente Plan is approved at the Meeting, the Compems&iommittee of the
Board will administer the plan and have authorityrtake awards under the plan, to set the terntsecdwards, to interpret the plan, to
establish any rules or regulations relating toplaa that it determines to be appropriate and thenzay other determination that it believes
necessary or advisable for proper administratiothefplan. Subject to the limitations specifiedtia Incentive Plan, the Compensation
Committee may delegate its authority to the Chiefdtitive Officer of the Company and his design&ederences to powers of the
Compensation Committee in this section below wélideemed to include references to officers or mensagxercising such powers under
delegated authority.

ELIGIBILITY. Officers and employees of the Compafiycluding officers who are also directors of then@pany) and consultants and
advisors to the Company will be eligible to receveards ("Incentives") under the plan when deskphat plan participants. The Company
currently has approximately 50 officers and apprately 6,780 employees eligible to receive Incargtiunder the Incentive Plan, although
the Company currently has no plans to grant optioradl of its employees. Over the past severatyiee Company has granted awards to all
of its officers and its key employees under itgdpessor incentive compensation plans. Incentimdenthe Incentive Plan may be granted in
any one or a combination of the following forms:

- incentive stock options under Section 422 ofltiternal Revenue Code (the "Code");
- non-qualified stock options;

- restricted stock;

- restricted stock units;

- stock-settled stock appreciation rights; and

- other stock-based awards.

SHARES ISSUABLE THROUGH THE INCENTIVE PLAN. A totaif 4,000,000 Common Shares are authorized tosoedsunder the
Incentive Plan, representing approximately 3.0%hefoutstanding Common Shares. As of December(®¥ and the Record Date, there
were options outstanding under the Company's pesdec incentive compensation plans to acquire appetely 6.7 million and 7.2 million
Common Shares, respectively. See " - Equity ComgiersPlan Information.” If the Incentive Plan {gaoved by the shareholders at the
Meeting, no additional Incentives will be grantewlar the Company's 2002 Management Incentive Cosagien Plan. The closing sale pr
of a Common Share, as quoted on the New York SEsxckange on March 31, 2005, was $32.84.
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LIMITATIONS AND ADJUSTMENTS TO SHARES ISSUABLE THROGH THE INCENTIVE PLAN. Incentives relating to noamre than
600,000 Common Shares may be granted to a singleipant in any calendar year. In addition, anragate of no more than 2,000,000
Common Shares may be issued as restricted statkicted stock units or other stock-based awardahach an aggregate of 200,000
Common Shares may be granted without compliande tiwé minimum vesting periods described below.

For purposes of determining the maximum numberah@on Shares available for delivery under the IticerPlan, Common Shares that
not delivered because an Incentive is forfeitedceded or settled in cash will not be deemed teHseen delivered under the Incentive Plan.
All 4,000,000 of the Common Shares that may becidsbrough the Incentive Plan may be delivered wpa@nmcise of stock options intended
to qualify as incentive stock options under Secti@@ of the Code.

Proportionate adjustments will be made to all efshare limitations provided in the Incentive Planluding shares subject to outstanding
Incentives, in the event of any recapitalizatia@tlassification, stock dividend, stock split, cordiion of shares or other change in the
Common Shares, and the terms of any Incentivebsitidjusted to the extent appropriate to provideqgiants with the same relative rights
before and after the occurrence of any such elfethie Company merges, consolidates, sells alsohssets or dissolves without causing a
change of control of the Company as described hetosn each participant will be entitled to recaiy®n exercise or payout of an Incentive
granted before the transaction (i) in lieu of ComnStares previously issuable thereunder, the nuanizkclass of shares of stock to which
the participant would have been entitled if thetipgrant was a shareholder at the time of the aatisn or (i) in lieu of payments based on
Common Stock, payments based on any formula tea€tdmpensation Committee determines to be equitable

No Incentives may be granted under the Incentia@ Riter than May 1, 201

AMENDMENTS TO THE INCENTIVE PLAN. The Board may ame or discontinue the Incentive Plan at any timewkelver, the
Company's shareholders must approve any amendhagnwould:

- materially increase the benefits accruing toipants under the Incentive Plan;

- increase the number of Common Shares that méssbed under the Incentive Plan;

- materially expand the classes of persons eligiblgarticipate in the Incentive Plan;

- materially expand the types of awards availabtegfant under the Incentive Plan;

- authorize grants of Incentives after May 1, 2015;

- materially change the method of determining tkerese price of options or the base price of segmreciation rights; or
- permit the repricing of an option or stock apjpmégon right.

Subject to certain exceptions, no amendment oodiswiance of the Incentive Plan may materiallyamany previously granted Incentive
without the consent of the recipient.

TYPES OF INCENTIVES. Each of the types of Incengitieat may be granted under the Incentive Plarssribed below:
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Stock Options. The Compensation Committee may grantqualified stock options or incentive stockiops to purchase shares of Common
Stock. The Compensation Committee will determireertbmber and exercise price of the options, andinieor times that the options
become exercisable, provided that the option egengiice may not be less than the fair market velieeCommon Share on the date of grant,
except for an option granted in substitution obatstanding award in an acquisition transactiore f#mm of an option will also be determir

by the Compensation Committee, but may in no egroted ten years. The Compensation Committee nt@jemate the exercisability of a
stock option at any time. As noted above, the Caormsgion Committee may not, without the prior appitaf the Company's shareholders,
decrease the exercise price for any outstandirigroptter the date of grant. In addition, an outdiag option may not, as of any date that the
option has a per share exercise price that isgréan the then current fair market value of a @mm Share, be surrendered to the Company
as consideration for the grant of a new option &itbwer exercise price, another Incentive, a gagiment or Common Shares, unless
approved by the Company's shareholders. Incentbak ®ptions will be subject to certain additioneduirements necessary in order to
qualify as incentive stock options under Sectiog dRthe Code.

The option exercise price may be paid in cash;Hack; in Common Shares, subject to certain linatedj through a "cashless" exercise
arrangement with a broker approved in advance &ibmpany; or in any other manner authorized byCthmpensation Committee.

Restricted Stock. Shares of Common Stock may heteplcby the Compensation Committee and made subjeestrictions on sale, pledge
other transfer by the recipient for a certain pe(iihe restricted period). Except for shares adfricted stock that vest based on the attainment
of performance goals, the restricted period must b@nimum of three years, with incremental vestifigortions of the award over the three-
year period permitted. If vesting of the sharesuigject to the attainment of specified performagmals, the restricted period must be at |
one year, with incremental vesting of portionshef award allowed. However, as described abovejatest stock, restricted stock units or
other stock-based awards, with respect to an agtgerf 200,000 Common Shares, may be granted wittmmpliance with these minimum
vesting periods. All shares of restricted stock bé subject to such restrictions as the Compeams&@&bmmittee may provide in an agreement
with the participant, including provisions which ynabligate the participant to forfeit or resell thigares to the Company in the event of
termination of employment or if specified perforreargoals or targets are not met. Subject to theaetsns provided in the agreement and
the Incentive Plan, a participant receiving regtdcstock shall have all of the rights of a shal@ééroas to such shares.

Restricted Stock Units. Restricted stock units meygranted by the Compensation Committee and maijecs to restrictions on sale, pledge
or other transfer by the employee for a certaimogefthe restricted period). A restricted stocktuwapresents the right to receive from the
Company on the scheduled vesting date or otheifmepayment date one Common Share. Restrictatk stoits are subject to the same
minimum vesting requirements described above fefricted stock. All restricted stock units will babject to such restrictions as the
Compensation Committee may provide in an agreemightthe participant, including provisions which ynabligate the participant to forfeit
or resell the units to the Company in the everieohination of employment or if specified performargoals or targets are not met.
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Subject to the restrictions provided in the agregmaed the Incentive Plan, a participant receivagjricted stock units shall have no rights of
a shareholder as to such units until such timeamsrfion Shares are issued to the participant.

Stock-Settled Stock Appreciation Rights. A stockied stock appreciation right is a right to re@giwithout payment to the Company, a
number of Common Shares determined by dividingotieeluct of the number of Common Shares as to wihielstock appreciation right is
exercised and the amount of the appreciation ih shares by the fair market value of a Common Strartthe date of exercise of the right.
The Compensation Committee will determine the Ipag® used to measure share appreciation and thberand term of stock appreciation
rights, provided that the term of a stock apprémiatight may not exceed ten years. The Compens&ammittee may accelerate the
exercisability of any stock appreciation right aydime. The Incentive Plan restricts decreaselkarbase price and certain exchanges of ¢
appreciation rights on terms similar to the refitits summarized above for options.

Other Stock-Based Awards. The Incentive Plan aésmfis the Compensation Committee to grant padiuip awards of Common Shares and
other awards that are denominated in, payableaingd in whole or in part by reference to, or areeovise based on the value of, or the
appreciation in value of, Common Shares (otherkshased awards). The Compensation Committee hagetlan to determine the times at
which such awards are to be made, the size of awelnds, the form of payment, and all other condgiof such awards, including any
restrictions, deferral periods or performance regquents. Other stock-based awards are subject teatime minimum vesting requirements
described above for restricted stock and restristeck units.

PERFORMANCE-BASED COMPENSATION UNDER SECTION 162(r8fock options and stock appreciation rights graiit accordance
with the terms of the Incentive Plan will qualifg performance-based compensation under Sectiom)6@ich is described under
"Executive Compensation and Related Informatiomm@ensation Committee's Report on Executive Congiems" Grants of any restricted
stock, restricted stock units or other stock-basedrds that the Company intends to qualify as perdmcebased compensation under Sec
162(m) must be made subject to the achievementeségtablished performance goals. The pre-estahliperformance goals will be based
upon any or a combination of the following criterédating to the Company or one or more of itsglimis, subsidiaries or lines of business:
return on equity, cash flow, assets or investm&mreholder return; changes in revenues, operatiiogne, cash flow, cash provided by
operating activities, earnings or earnings peresharstomer growth; customer satisfaction or amenuc value added measure. For any
performance period, the performance goals may l@sured on an absolute basis or relative to a gpbpper companies selected by the
Compensation Committee, relative to internal goalmdustry benchmarks, or relative to levels attdiin prior years. Performance
measurements may be adjusted as specified undbrciative Plan to exclude the effects of non-rangrtransactions or changes in
accounting standards.

The Compensation Committee has authority to uderdifit targets from time to time with respect te gerformance goals provided in the
Incentive Plan. The regulations under Section 192équire that the material terms of the perforneagoals be reapproved by the
shareholders every five years. To qualify as perforce-based compensation, grants of
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restricted stock, restricted stock units and ositeck-based awards will be required to satisfydter applicable requirements of Section 162

(m).

TERMINATION OF EMPLOYMENT. If an employee participhiceases to be an employee of the Company foreason, including death,
disability, early retirement or normal retiremethie employee's outstanding Incentives may be esextair shall expire at such time or times
as may be determined by the Compensation Comnaittdelescribed in the employee's Incentive agreement

CHANGE OF CONTROL. In the event of a change of colmf the Company, as defined in the IncentivenP&l Incentives will become
fully vested and exercisable, all restrictionsionitiations on any Incentives will lapse and, unlegserwise provided in the Incentive
agreement, all performance criteria and other ¢ardi relating to the payment of Incentives wilhgeally be deemed to be achieved.

In addition to the foregoing, upon a change of mirthe Compensation Committee will have the alithdo take a variety of actions
regarding outstanding Incentives. Within certametiperiods and under certain conditions, the Cosgteon Committee may (i) require that
all outstanding Incentives remain exercisable daha limited time, after which time all such Int¢ses will terminate, (ii) require the
surrender to the Company of some or all outstantfingntives in exchange for a stock or cash payrwergach Incentive equal in value to
the per-share change of control value, calculasedeacribed in the Incentive Plan, over the exeraibase price, (iii) make any equitable
adjustments to outstanding Incentives as the Cosgtim Committee deems necessary to reflect thmocate change or (iv) provide that an
Incentive shall become an Incentive relating torthmber and class of shares of stock or other giesuor property (including cash) to which
the participant would have been entitled in conpeatvith the change of control transaction if tletiripant had been a shareholder.

TRANSFERABILITY OF INCENTIVES. The Incentives awad under the Incentive Plan may not be transfeskedpt
- by will

- by the laws of descent and distribution

- pursuant to a domestic relations order, or

- in the case of stock options only, if permittedtbg Compensation Committee and if so providedhénstock option agreement, to immed
family members or to a partnership, limited ligigicompany or trust for which the sole owners, merslor beneficiaries are the participar
immediate family members.

PAYMENT OF WITHHOLDING TAXES. The Company may witbld from any payments or stock issuances undeingtentive Plan, or
collect as a condition of payment, any taxes regliby law to be withheld. If permitted under thetipgpant's Incentive agreement, the
participant may, but is not required to, satisfy o her withholding tax obligation by electingdeliver currently owned Common Shares ¢
have the Company withhold, from the shares thegyaant would otherwise receive, Common Sharesaith case having a value equal tc
minimum amount required to be withheld. This el@ttmust be made prior to the date on which
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the amount of tax to be withheld is determined iarglibject to the Compensation Committee's riglatisdpproval.

PURCHASE OF INCENTIVES. The Compensation Committesy approve the purchase by the Company of an uriegd or unvested
Incentive from the holder by mutual agreement.

AWARDS TO BE GRANTED

If the shareholders approve the Incentive PlahetMeeting, grants of awards to employees, offja@asultants and advisors will be made in
the future by the Compensation Committee as it de@dcessary or appropriate. Any cash receiveddgZtdmpany in connection with the
exercise or settlement of Incentives will be usadyeneral corporate purposes.

FEDERAL INCOME TAX CONSEQUENCES

The federal income tax consequences related tisshiance of the different types of Incentives thay be awarded under the Incentive Plan
are discussed below. Participants who are gramisghtives under the Incentive Plan should conkelt bwn tax advisors to determine the
tax consequences based on their particular ciramoss.

STOCK OPTIONS. Under existing federal income taovjsions, a participant who is granted a stockayptiormally will not realize any
income, nor will the Company normally receive amyldction for federal income tax purposes, in ther yke option is granted.

When a norgualified stock option granted pursuant to the htise Plan is exercised, the participant will realordinary income measured
the difference between the aggregate purchase @iribe Common Shares acquired and the aggregatadisket value of the Common
Shares acquired on the exercise date and, subjdw timitations of Section 162(m) of the Codes @ompany will be entitled to a deduction
in the year the option is exercised equal to thewarhthe participant is required to treat as onginacome.

An employee generally will not recognize any incompen the exercise of any incentive stock optia,the excess of the fair market value
of the shares at the time of exercise over theoopirice will be an item of tax preference, whicayndepending on particular factors relating
to the employee, subject the employee to the atmsm minimum tax imposed by Section 55 of the Cddee alternative minimum tax is
imposed in addition to the federal individual inaiax, and it is intended to ensure that individagpayers do not completely avoid federal
income tax by using preference items. An employi#ler@cognize capital gain or loss in the amountte difference between the exercise
price and the sale price on the sale or exchang®ok acquired pursuant to the exercise of amitge stock option, provided the employee
does not dispose of such stock within two yeamnftiee date of grant and one year from the dateerfcése of the incentive stock option (the
holding periods). An employee disposing of suchrehbfefore the expiration of the holding periods recognize ordinary income generally
equal to the difference between the option pricktae fair market value of the stock on the datexafrcise. The remaining gain, if any, will
be capital gain. The Company will not be entitlectfederal income tax deduction in connection withexercise of an
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incentive stock option, except where the employispases of the Common Shares received upon exdreieee the expiration of the holding
periods.

If the exercise price of a non-qualified optiompad by the surrender of previously owned shatesbasis and the holding period of the
previously owned shares carry over to the same puwitshares received in exchange for the prewomshed shares. The compensation
income recognized on exercise of these optiondds@to the basis of the shares received. If tkecesed option is an incentive stock option
and the shares surrendered were acquired throegéxgrcise of an incentive stock option and havéaen held for the holding periods, the
optionee will recognize income on such exchangd,the basis of the shares received will be equeéilddair market value of the shares
surrendered. If the applicable holding period heerbmet on the date of exercise, there will beanome recognition and the basis and the
holding period of the previously owned shares waltry over to the same number of shares receiveddhange, and the remaining shares
begin a new holding period and have a zero basis.

RESTRICTED STOCK. Unless the participant who isned restricted stock makes an election to acdeleegognition of the income to the
date of grant (as described below), the participalhihot recognize income, and the Company wilt he allowed a tax deduction, at the time
the restricted stock award is granted. When thigicdens lapse, the participant will recognize ioaty income equal to the fair market value
of the Common Shares as of that date (less any @inpaid for the Common Shares), and the Compariybwiallowed a corresponding
federal income tax deduction at that time, suliigeiny applicable limitations under Section 162¢hjhe Code. If the participant files an
election under Section 83(b) of the Code withirda@s of the date of grant of restricted stock theicipant will recognize ordinary income
as of the date of the grant equal to the fair mar&kie of the stock as of that date (less any arnpaid for the stock), and the Company will
be allowed a corresponding federal income tax dimluat that time, subject to any applicable lirtitas under Section 162(m). Any future
appreciation in the stock will be taxable to thetipgpant at capital gains rates. If the stoclai®t forfeited, however, the participant will not
be able to recover the tax previously paid purst@atSection 83(b) election.

RESTRICTED STOCK UNITS. A participant will not beeimed to have received taxable income upon thé gfaestricted stock units. The
participant will be deemed to have received taxabinary income at such time as shares are diséibwith respect to the restricted stock
units in an amount equal to the fair market valfithe shares distributed to the participant. Ugendistribution of Common Shares to a
participant with respect to restricted stock urthie, Company will ordinarily be entitled to a detioi for federal income tax purposes in an
amount equal to the taxable ordinary income ofpédaicipant, subject to any applicable limitatiamsler Section 162(m) of the Code. The
basis of the Common Shares received will equaatheunt of taxable ordinary income recognized bypéicipant upon receipt of such
shares.

STOCK-SETTLED STOCK APPRECIATION RIGHTS. Generaldyparticipant who is granted a stock-settled sagghreciation right under
the Incentive Plan will not recognize any taxableome at the time of the grant. The participant ketognize ordinary income upon exercise
equal to the fair market value of the stock recgtioe the day it is received.
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In general, there are no federal income tax dedostallowed to the Company upon the grant or teation of stocksettled stock appreciati
rights. Upon the exercise of the stock-settledistqpreciation right, however, the Company willdntitled to a deduction for federal income
tax purposes equal to the amount of ordinary inctivagthe participant is required to recognize essalt of the exercise, provided that the
deduction is not otherwise disallowed under Secti®a(m).

OTHER STOCK-BASED AWARDS. Generally, a participavito is granted an other stock-based award unddndeative Plan will
recognize ordinary income at the time the Commaar&hassociated with the award are received imauat equal to the excess of the fair
market value of the stock received over any ampait by the participant in exchange for the stdiGkhowever, the stock is non-vested
(meaning the employee is required to work for agueof time in order to have the right to sell 8teck) when it is received under the
Incentive Plan and the participant has not eleathdrwise under Section 83(b) of the Code, thagipaint generally will not recognize
income until the stock becomes vested, at whicle tine participant will recognize ordinary incomeiakto the excess of the fair market v
of the stock on the date it becomes vested oveaamyunt paid by the participant in exchange forstioek.

In the case of other stock-based awards that tekéotm of the Company's unfunded and unsecureaipeoto issue Common Shares at a
future date, the grant of this type of award isatdxable event to the participant because itttates an unfunded and unsecured promise to
issue Common Shares at a future date. Once thesafypward vests and the participant receives timar@on Shares, the tax rules discusst
the previous paragraph will apply to receipt oftsgbares. If such an award constitutes non-quélifiaferred compensation under Section
404A of the Code, it will be required to be struetlito comply with Section 404A to avoid the impiosi on the participant of penalties and
interest.

If a participant receives the cash equivalent ah@mn Shares (in lieu of actually receiving Commbiargs), the participant will recognize
ordinary income at the time of the receipt of soakh in the amount of the cash received.

In the year that the participant recognizes orgittaxable income in respect of such award, the Gompvill be entitled to a deduction for
federal income tax purposes equal to the amouotdihary income that the participant is requiredeicognize, provided that the deduction is
not otherwise disallowed under Section 162(m).

TAX CONSEQUENCES OF A CHANGE OF CONTROL. If, uportlaange of control of the Company, the exercidgbiiesting or payout
of an Incentive is accelerated, any excess ondteaf the change of control of the fair markeueadf the shares or cash issued under
accelerated Incentives over the purchase pricadf shares, if any, may be characterized as "paragtayments” (within the meaning of
Section 280G of the Code) if the sum of such an®ant any other such contingent payments receiyéidebemployee exceeds an amount
equal to three times the "base amount" for suchi@yap. The base amount generally is the averatfeednnual compensation of such
employee for the five years preceding such chamgsvnership or control. An "excess parachute pay/heiith respect to any employee, is
the excess of the parachute payments to such pensihre aggregate, over and above such person's
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base amount. If the amounts received by an emploger a change of control are characterized aspatr@ payments, such employee wil
subject to a 20% excise tax on the excess paraphytaent and the Company will be denied any dedugatiith respect to such excess
parachute payment.

The foregoing discussion summarizes the federainmctax consequences of Incentives that may beegtamder the Incentive Plan basec
current provisions of the Code, which are subjeattange. This discussion also assumes that tleatines will not be deemed deferred
compensation under

Section 409A of the Code. This summary does not¢icamy foreign, state or local tax consequencésoantives.

ACCOUNTING

For information on the accounting effects of gnagtstock-based compensation, please see "Managerétussion and Analysis of
Financial Condition and Results of Operations"udeld in Appendix E to this proxy statement.

EQUITY COMPENSATION PLAN INFORMATION

The following table provides information about CoomtShares authorized for issuance under the Cortgpeaxigting equity compensation
plans as of December 31, 2004.

©

Number of securities
remaining available for
(@) (b) future is suance under
Number of securi ties to Weighted-average plans (excluding
be issued upon co nversion exercise price of securities reflected in
Plan Category of outstanding options outstanding options col umn (a))
Equity compensation plans
approved by security
holders 6,713,55 8(1) $ 28.79 2, 694,244(2)
Employee Stock Purchase
Plan approved by
shareholders - - 4, 721,138
Equity compensation plans
not approved by security
holders -
Totals 6,713,55 8(1) $ 28.79 7, 415,382

(1) For data as of a more recent date, see " - Fefrthe Incentive Plan - Shares Issuable Throhghricentive Plan."

(2) Includes 1,695,124 Common Shares subject tmsse as of December 31, 2004 under the Compab@xManagement Incentive
Compensation Plan (of which 9,371 were subjecstaance as restricted stock or other stock-basadiajv If the Incentive Plan is approved
at the Meeting, none of the shares
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subject to issuance under the Company's 2002 Mamagidncentive Compensation Plan will be availdbtefuture issuance.
VOTE REQUIRED

Approval of the Incentive Plan requires the affitiva vote of the holders of at least a majoritytte# total number of votes cast with respes
such matter, provided that such number of votesreasesents over one-half in interest of all VgtBhares. See "Other Matter@uorum an
Voting of Proxies."

THE BOARD UNANIMOUSLY RECOMMENDS A VOTE FOR THIS PR OPOSAL.

PROPOSAL TO APPROVE THE CENTURYTEL, INC. 2005 DIRECTORS
STOCK PLAN
(ITEM 4 ON PROXY OR VOTING INSTRUCTION CARD)

GENERAL

The Board believes that the proposed CenturyTel,2605 Directors Stock Plan (the "Director Planil) provide an effective means of
attracting and retaining experienced and qualifieectors, and will encourage the highest levalioéctor performance by providing direct
with a proprietary interest in the financial susasad growth of the Company. The Director Planbdeeen adopted by the Board of Directors,
subject to its approval by the shareholders aMbeting. If the Director Plan is not approved by #hareholders at the Meeting, the awards
proposed to be granted under the Director Plannsillbe granted and the Company's 2002 DirectacskSDption Plan will remain in effect.
The principal features of the Director Plan are samzed below. This summary is qualified in itsiesty, however, by reference to the
Director Plan, which is attached to this proxy eta¢nt as Appendix B.

PURPOSE OF THE PROPOSAL

The Board intends for the Director Plan to supexsbd Company's 2002 Directors Stock Option Pldnichvis a formulaic, non-discretionary
plan that automatically grants ngualified stock options to outside directors omtgnd a schedule fixed under the plan. The Boalidves
that the adoption of a more flexible, discretionplan superseding the 2002 Directors Stock Optian Rill be better suited for attracting,
retaining and motivating outside directors undevpiling market conditions.

TERMS OF THE DIRECTOR PLAN

ADMINISTRATION OF THE DIRECTOR PLAN. If the DirectoPlan is approved at the Meeting, the Compens&@mmmittee of the Board
will administer the plan and have authority to makeards under the plan, to set the terms of thedsyto interpret the plan, to establish any
rules or regulations relating to the plan thateitedmines to be appropriate and to make any otitermination that it believes necessary or
advisable for proper administration of the plan.
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ELIGIBILITY. Only non-employee directors of the Company are eligibleagipipate in and receive awards ("Incentives")amtie Directo
Plan. Assuming the nominees named in this proxXgistent are elected at the Meeting in the mannaritbes! herein, the Company will
immediately thereafter have 11 non-employee dirsattigible to receive Incentives under the Dire®@an. See " - Awards to be Granted"
for information on awards to be granted in May 200B6less the Compensation Committee otherwise mhétes, future grants will be made
on the day following each annual meeting of shad#rs. Incentives under the Director Plan may laegd by the Compensation Committee
in any one or a combination of the following forms:

- non-qualified stock options;

- restricted stock;

- restricted stock units;

- stock-settled stock appreciation rights; and
- other stock-based awards.

SHARES ISSUABLE THROUGH THE DIRECTOR PLAN. A totaf 400,000 Common Shares are authorized to bedssnger the Directc
Plan, representing approximately 0.3% of the ontitegy Common Shares. If the Director Plan is appdoat the Meeting, no additional stock
options will be granted under the Company's prestmredirector stock option plan. The closing saleepof a Common Share, as quoted on
the New York Stock Exchange on March 31, 2005, $&284.

LIMITATIONS AND ADJUSTMENTS TO SHARES ISSUABLE THROGH THE DIRECTOR PLAN. An aggregate of no more than
200,000 Common Shares may be issued as restricteld gestricted stock units or other stock-basedrds under the Director Plan.

For purposes of determining the maximum numberah@on Shares available for delivery under the DineBlan, Common Shares that are
not delivered because an Incentive is forfeitedceded or settled in cash will not be deemed teHmen delivered under the Director Plan.

Proportionate adjustments will be made to all efshare limitations provided in the Director Pliaejuding shares subject to outstanding
Incentives, in the event of any recapitalizati@glassification, stock dividend, stock split, condiion of shares or other change in the
Common Shares, and the terms of any Incentivebsithdjusted to the extent appropriate to providggigants with the same relative rights
before and after the occurrence of any such elfethie Company merges, consolidates, sells allsohssets or dissolves without causing a
change of control of the Company as described hetosn each participant will be entitled to recaiy®n exercise or payout of an Incentive
granted before the transaction (i) in lieu of ComnStares previously issuable thereunder, the nuarizeclass of shares of stock to which
the participant would have been entitled if thetipgrant was a shareholder at the time of the aatisn or (i) in lieu of payments based on
Common Stock, payments based on any formula teaCtdmpensation Committee determines to be equitable

No Incentives may be granted under the Directon Riter than May 1, 201!
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AMENDMENTS TO THE DIRECTOR PLAN. The Board may andeor discontinue the Director Plan at any time. ldear, the Company's
shareholders must approve any amendment that would:

- materially increase the benefits accruing toipnts under the Director Plan;

- increase the number of Common Shares that mésbed under the Director Plan;

- materially expand the classes of persons eligiblgarticipate in the Director Plan;

- materially expand the types of awards availabtegfant under the Director Plan;

- authorize grants of Incentives after May 1, 2015;

- materially change the method of determining tkerese price of options or the base price of segmbreciation rights; or
- permit repricing of an option or stock appredatright.

Subject to certain exceptions, no amendment oodiswance of the Director Plan may materially imnpay previously granted Incentive
without the consent of the recipient.

TYPES OF INCENTIVES. Each of the types of Incensitieat may be granted under the Director Plangsriteed below:

Stock Options. The Compensation Committee may grantqualified stock options to purchase Commonr&ha he Compensation
Committee will determine the number and exerciseepof the options, and the time or times thatapons become exercisable, provided
that the option exercise price may not be less thariair market value of a Common Share on the dagrant, except for an option granted
in substitution of an outstanding award in an asitjoin transaction. The term of an option will alm®determined by the Compensation
Committee, but may in no event exceed ten yeams.ddompensation Committee may accelerate the ezeilifg of any stock option at any
time. As noted above, the Compensation Committeenmog without the prior approval of the Comparshsreholders, decrease the exercise
price for any outstanding option after the datgrafnt. In addition, an outstanding option may astpf any date that the option has a per ¢
exercise price that is greater than the then ctifaémmarket value of a Common Share, be surrezdly the Company as consideration for
the grant of a new option with a lower exercise@ranother Incentive, a cash payment or CommoreShanless approved by the Comps
shareholders.

The option exercise price may be paid in cash;H®ck; in Common Shares, subject to certain linatetj through a "cashless" exercise
arrangement with a broker; or in any other mannénaized by the Compensation Committee.

Restricted Stock. Common Shares may be grantedeb@ dmpensation Committee to an eligible director made subject to restrictions on
sale, pledge or other transfer by the directoafoertain period (the restricted period). All sisanérestricted stock will be subject to such
restrictions as the Compensation Committee mayigean an agreement with the participant, includamgvisions which may obligate the
participant to forfeit or resell the shares to @@mpany under circumstances, if any, to be spekcifiethe Compensation Committee. Subject
to the restrictions provided in the agreement &eddirector Plan, a participant receiving restdcstock shall have all of the rights of a
shareholder as to such shares.
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Restricted Stock Units. Restricted stock units m@yranted by the Compensation Committee to aibiidirector and made subject to
restrictions on sale, pledge or other transfetigydirector for a certain period (the restrictedq@d. A restricted stock unit represents the r
to receive from the Company on the scheduled w@stitie and other specified payment date one Con8hare. All restricted stock units w
be subject to such restrictions as the Compens&tionmittee may provide in an agreement with théigpant, including provisions which
may obligate the participant to forfeit or resék tunits to the Company under circumstances, if tinlge specified by the Compensation
Committee. Subject to the restrictions providethimagreement and the Director Plan, a participaogiving restricted stock units shall have
no rights of a shareholder as to such units untihdime as Common Shares are issued to the |parntici

Stock-Settled Stock Appreciation Rights. A stockied stock appreciation right is a right to re@giwithout payment to the Company, a
number of Common Shares determined by dividingotieeluct of the number of Common Shares as to wihielstock appreciation right is
exercised and the amount of the appreciation ih shares by the fair market value of a Common Stiaithe date of exercise of the right.
The Compensation Committee will determine the Ipa® used to measure share appreciation and thberuand term of the stock
appreciation rights, provided that the term ofacktappreciation right may not exceed ten years. Compensation Committee may
accelerate the exercisability of any stock appteEriaight at any time. The Director Plan restridecreases in the base price and certain
exchanges of stock appreciation rights on termdasino the restrictions summarized above for apdio

Other Stock-Based Awards. The Director Plan alsmjie the Compensation Committee to grant outsitkrtbrs awards of Common Shares
and other awards that are denominated in, payaplaiued in whole or in part by reference to, i@r atherwise based on the value of, or the
appreciation in value of, Common Shares (otherkshased awards). The Compensation Committee hasetlan to determine the times at
which such awards are to be made, the size of awelnds, the form of payment, and all other condgiof such awards, including any
restrictions, deferral periods or performance regquents.

TERMINATION OF BOARD SERVICE. If an outside directoeases to be a member of the Board for any reasdnding death, disability,
early retirement or normal retirement, the diréstoutstanding Incentives may be exercised or stpife at such time or times as may be
determined by the Compensation Committee and detin the director's Incentive agreement.

CHANGE OF CONTROL. In the event of a change of colmbf the Company, as defined in the Director Pihincentives will become full
vested and exercisable, all restrictions or linotag on any Incentives will lapse and, unless otis provided in the Incentive agreement, all
performance criteria and other conditions relatmthe payment of Incentives will generally be dedrto be achieved.

In addition to the foregoing, upon a change of mirthe Compensation Committee will have the alithdo take a variety of actions
regarding outstanding Incentives. Within certametiperiods or under certain conditions, the Comgugars Committee may (i) require that all
outstanding Incentives remain exercisable onlyafbmited time, after which time all such Incenswsill terminate, (ii) require the surrender
to the Company of some or all outstanding
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Incentives in exchange for a stock or cash paytoerdach Incentive equal in value to the per-sichenge of control value, calculated as
described in the Director Plan, over the exercisgage price, (iii) make any equitable adjustmémtsutstanding Incentives as the
Compensation Committee deems necessary to refleciorporate change or (iv) provide that an Ineenghall become an Incentive relating
to the number and class of shares of stock or a#agurities or property (including cash) to whikh participant would have been entitled in
connection with the change of control transactfahe participant had been a shareholder.

TRANSFERABILITY OF INCENTIVES. The Incentives awad under the Director Plan may not be transferree
- by will;

- by the laws of descent and distribution;

- pursuant to a domestic relations order; or

- in the case of stock options only, if permittedtbg Compensation Committee and if so providedhénstock option agreement, to immed
family members or to a partnership, limited lidyilciompany or trust for which the sole owners, merslor beneficiaries are the participar
immediate family members.

PAYMENT OF WITHHOLDING TAXES. The Company may witbld from any payments or stock issuances undeDitextor Plan, or
collect as a condition of payment, any taxes regliby law to be withheld.

PURCHASE OF INCENTIVES. The Compensation Committesy approve the purchase by the Company of an uriegd or unvested
Incentive from the holder by mutual agreement.

FEDERAL INCOME TAX CONSEQUENCES

The tax consequences related to the issuance diffaeent types of Incentives that may be awardeder the Director Plan are discussed
under "Proposal to Approve the CenturyTel, Inc.28&nagement Incentive Compensation Plan - Fetlezame Tax Consequences."

AWARDS TO BE GRANTED

If the shareholders approve the Director Plan aiMleeting, the Company will grant shares of resdstock under the Director Plan on May
13, 2005 to the below-named persons in the amaattorth below.

—h

Value of Shares o

Name Restricted Stock( 1)
William R. Boles, Jr. $ 100,00 0
Virginia Boulet(2) $ 100,00 0
Calvin Czeschin(2) $ 100,00 0
James B. Gardner(2) $ 100,00 0
W. Bruce Hanks $ 100,00 0
Gregory J. McCray(2) $ 100,00 0
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Value of Shares o f

Name Restricted Stock( 1)
C. G. Melville, Jr. $ 100,0 00
Fred R. Nichols $ 100,0 00
Harvey P. Perry $ 100,0 00
Jim D. Reppond $ 100,0 00
Joseph R. Zimmel $ 100,0 00
All non-employee
directors as a group $ 1,100,0 00

(1) The number of shares of Restricted Stock tsfged will be based on the average closing pfiteeoCommon Shares on each of the 15
trading days preceding the Meeting.

(2) The referenced grants of shares of restridisekss contingent upon the director's re-electonin the case of Mr. McCray, election at the
Meeting.

In addition, while the Director Plan is in effectdato the extent that Common Shares remain aveifablissuance thereunder, non-employee
directors will continue to receive future grantdréentives as determined by the Compensation Cttewron the terms described above. Any
cash received by the Company in connection withettezcise or settlement of future Incentives willused for general corporate purposes.

If the Director Plan is not approved at the Meetimgch outside director who is duly elected andisgrimmediately after the Meeting will
receive non-qualified options to purchase 6,000 @om Shares.

ACCOUNTING

For information on the accounting effects of gnagtstock-based compensation, please see "Manageréstussion and Analysis of
Financial Condition and Results of Operations"udeld in Appendix E to this proxy statement.

EQUITY COMPENSATION PLAN INFORMATION

Information about Common Shares authorized forassa under the Company's existing equity compensatans is provided under
"Proposal to Approve the CenturyTel, Inc. 2005 Mgaraent Incentive Compensation Plan - Equity Comgtéms Plan Information.”

VOTE REQUIRED

Approval of the Director Plan requires the affirnmatvote of the holders of at least a majoritytod total number of votes cast with respect to
such matter, provided that such number
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of votes cast represents over one-half in intereall Voting Shares. See "Other Matters - Quorurd ®oting of Proxies."
THE BOARD UNANIMOUSLY RECOMMENDS A VOTE FOR THIS PR OPOSAL.

PROPOSAL TO APPROVE THE CENTURYTEL, INC. 2005 EXECUTIVE
OFFICER SHORT-TERM INCENTIVE PROGRAM
(ITEM 5 ON PROXY OR VOTING INSTRUCTION CARD)

GENERAL

The Company proposes to pay annual incentive barteseertain of its designated executive officers2005 and future years pursuant to the
Company's 2005 Executive Officer Short-Term Incenfrogram (the "Program"). Subject to sharehagproval of the Program at the
Meeting, the Board of Directors has adopted thgRrm to update and replace a similar predecessarshoan, which is scheduled to laps
the near future. The principal features of the Pangare summarized below. This summary is qualifieit entirety, however, by referenc
the full text of the Program, which is attachedhis proxy statement as Appendix C.

PURPOSE OF THE PROPOSAL

Under Section 162(m) of the Code, the Company noayladuct more than $1 million per year for compéios paid or accrued to the Chief
Executive Officer or the four other most highly quemsated executive officers of the Company. Anwesich from the $1 million per officer
limitation is available for compensation that dadisthe shareholder approval and other requiresnenatvided in Section 162(m) for qualified
performance-based compensation. The purpose ofititgnthe Program to the shareholders is to qualtieé annual incentive bonus to be
paid to each participating executive officer adqrenance-based compensation that will be excludea the $1 million limit on tax
deductible compensation under Section 162(m).prayed at the Meeting, the Program will supersbédeGompany's 2001 Executive Officer
Short-Term Incentive Program, a predecessor plaroapd by the shareholders in 2001 to accomplisiilai purposes.

TERMS OF THE PROGRAM

ADMINISTRATION OF THE PROGRAM. If approved at theadting, the Program will be administered by the @ensation Committee of
the Board of Directors of the Company, which wiMe the power to designate participants, estapksformance goals and objectives, adopt
appropriate regulations, certify as to the achiexenof performance goals and make all determinati@tessary for the administration of the
Program.

ELIGIBILITY. Any executive officer may be designatdéy the Compensation Committee as a participatitdérProgram for any year. The
Company currently has six executive officers eligito be designated as participants. The Compems@bmmittee will designate prior to
March 31 of each year the executive officers of@eenpany who will participate in the Program thaauy
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INCENTIVE BONUS. Under the Program, each participaitl be eligible to be paid an incentive bonuséad on the achievement of pre-
established annual performance goals. The partitspend the performance goals for each year musstablished prior to March 31. The
performance goals for each year will be based @menor more of the following criteria relating teetCompany or one or more of its
divisions, subsidiaries or lines of business: metum equity, cash flow, assets or investment; $twdder return; changes in revenues, operating
income, cash flow, cash provided by operating &us; earnings or earnings per share; customerthracustomer satisfaction or an
economic value added measure. For any performaariedp the performance goals may be measured absolute basis or relative to a
group of peer companies selected by the Compensabmmittee, relative to internal goals or industenchmarks, or relative to levels
attained in prior years. Performance measuremeaysha adjusted as specified under the Programdoes the effect of non-recurring
transactions or changes in accounting standardsdeah year that the Program is in effect, the Ciittaenmay change the performance goals
permitted under the Program and targets.

No participant may be paid a bonus under the Prnogrfamore than $3.0 million for any year. The Comgetion Committee has discretion
decrease but not increase the amount of the baids@a participant from the amount that is pagalsider the terms of the pre-established
criteria for the applicable year. The Compensa@ommittee may determine to pay bonuses under #reiplwhole or in part in (i) cash or
(i) restricted stock or restricted stock unitsyihich case such stock or units will be paid urater of the Company's stock-based incentive
plans that provide for such types of grants. Rodhe payment of annual bonuses under the ProghenGompensation Committee must
certify that the performance goals and the applicabnditions to the payment of the bonus have Ibeen

TERMINATION OF EMPLOYMENT. If a participant's empjment is terminated as the result of retiremendioafter attaining age 55 (after
completing five full years of employment), disatyilior death more than 90 days into any calendar, yee participant or his heirs or
beneficiary will be entitled to receive a pro rptation of the bonus that would otherwise be pag#lalsed on the achievement of the
performance goals for that year. If employmenersiinated during a Program year for any other ieabe participant will not receive an
award for that year, unless otherwise providedhegarticipant's change of control agreement viighGompany.

AMENDMENT TO THE PROGRAM. The Compensation Commétimay amend, suspend or terminate the Progranydina@. Any
amendment or termination of the Program shall Immtyever, affect the right of a participant to reeeany earned but unpaid bonus.

TERM OF THE PROGRAM. The Program applies to eactheffive calendar years during the period begigdianuary 1, 2005 and ending
December 31, 2009, unless terminated earlier b tirapensation Committee.

BONUSES TO BE PAID. If the Program is not approatthe Meeting, the annual incentive bonuses pexpts be paid under the Program
will not be paid, but participants will instead timuie to participate in the Company's other borlaaspin order to provide total compensation
commensurate with their responsibilities.
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SECTION 162(m). Nothing in the Program precludesBloard of Directors or its committees from makauglitional payments or special
awards in their discretion outside of the Progrhat tnay not qualify as performance-based compeamsatider Section 162(m).

PLAN BENEFITS

For information as to the bonuses that would haantpaid to the executive officers under the Pradta the last fiscal year if the Program
had been in effect, please see the bonus amowhtisi@d in the Summary Compensation Table underciitkee Compensation and Related
Information.”

VOTE REQUIRED

Approval of the Program requires the affirmativaéevof the holders of at least a majority of theinmgtpower present or represented by proxy
at the Meeting. See "Other Matters - Quorum andngosf Proxies."

THE BOARD UNANIMOUSLY RECOMMENDS A VOTE FOR THIS PR OPOSAL.
VOTING SHARE OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

The following table sets forth information regamgliownership of the Company's Common Shares byaéh @erson known to the Compan
beneficially own more than 5% of the outstandingr@won Shares or control more than 5% of the totahggower, (ii) certain directors and
executive officers of the Company who are not tistethe table included under the heading "ElectibBirectors" and (iii) all of the
Company's directors and executive officers as amronless otherwise indicated, all informatiopiissented as of the Record Date in the
same manner described under "Election of Directansl'all shares indicated as beneficially ownechate with sole voting and investment
power.

AMOUNT AND
NATURE OF
BENEFICIAL PERCENT OF PERCENT
OWNERSHIP OF OUTSTANDING OF VOTING
BENEFICIAL OWNER COMMON SHARES(1) COMMON SHARES(1) POWER(2)
Principal Shareholders:
The Trust Company of Sterne, Agee & Leach, 6,523,670(3) 4.9% 29.6%
Inc., as trustee (the "Trustee") of the ES OoP
800 Shades Creek Parkway, Suite 100
Birmingham, Alabama 35209
Certain Directors or Executive Officers(4):
R. Stewart Ewing, Jr. 525,790(5) * *
Karen A. Puckett 517,373(6) * *
David D. Cole 463,771(7) * *
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AMOUNT AND

NATURE OF
BENEFICIAL PERCENT OF PERCENT
OWNERSHIP OF OUTSTANDING OF VOTING
BENEFICIAL OWNER COMMON SHARES(1) COMMON SHARES(1) POWER(2)
Michael E. Maslowski 327,994(8) * *
R. L. Hargrove, Jr. 78,440(9) * *
Johnny Hebert 28,645(9),(10) * *
All directors and executive officers as of 3.7% 2.7%
the Record Date as a group (18 persons) 4,872,892(11)

* Represents less than 1%.

(1) Determined in accordance with Rule 13d-3 of $i#C based upon information furnished by the perdisted. In addition to Common
Shares, the Company has outstanding Preferred Stiatevote together with the Common Shares asghestlass on all matters. One or m
persons beneficially own more than 5% of the PreteGhares; however, the percentage of total vatavger held by such persons is
immaterial. For additional information regarding tRreferred Shares, see page 1 of this proxy statefror additional information regarding
the investment power held by participants with eg$po their Restricted Stock and Plan Sharesfos#rote 4 to the table included under the
heading "Election of Directors."

(2) Based on the Company's records and, with résped! shares held of record by the Trustee, daseinformation the Trustee periodically
provides to the Company to establish that cerththase shares entitle the Trustee to cast ters\pmeshare.

(3) Substantially all of the voting power attribblkato these shares is directed by the participaftise ESOP, each of whom is deemed,
subject to certain limited exceptions, to tendeahsiastructions as a "named fiduciary" for all #safexcept for PAYSOP shares) under such
plan, which requires the participants to direcirtkietes in a manner that they believe to be pruided in the best interests of the participants
of the ESOP.

(4) Mr. Ewing, Ms. Puckett, Mr. Cole and Mr. Maslski are executive officers. Mr. Hargrove and Mrbldg are directors who are retiring
Class Il directors at the Meeting.

(5) Includes 37,813 shares of Restricted Stock,ZBOption Shares that Mr. Ewing has the rigtedquire within 60 days of the Record
Date, and 37,741 Plan Shares allocated to his atconder the ESOP and 401(k) Plan.

(6) Includes 45,213 shares of Restricted Stock,00850ption Shares that Ms. Puckett has the r@ghttuire within 60 days of the Record
Date, 1,433 Plan Shares allocated to her accoumtesrthe ESOP and 401(k) Plan and 200 shares Seldstodian for the benefit of Ms.
Puckett's children.

(7) Includes (i) 24,910 shares of Restricted St¢igk401,119 Option Shares that Mr. Cole has tgbtrto acquire within 60 days of the
Record Date,

(i) 27,847 Plan Shares allocated to his accountter the ESOP and

401(k) Plan and (iv) 4,893 Plan Shares beneficladiid by Mr. Cole's wife as a former employee & @ompany in her accounts under the
ESOP and 401(k) Plan, as to which he disclaimsfimaleownership.

(8) Includes 24,910 shares of Restricted Stock,628BOption Shares that Mr. Maslowski has the righacquire within 60 days of the Rec
Date, and 1,677 Plan Shares allocated to his atsomder the ESOP and 401(K) Plan.

(9) Includes 16,000 shares that each of Messrgrbae and Hebert have the right to acquire wittdrdéys of the date of this Proxy
Statement pursuant to options granted under thep@oy's 2002 directors stock option plan.

(10) Includes 1,783 shares held of record by Mibetes wife, as to which he disclaims beneficiahevship.

(11) Includes (i) 267,766 shares of Restricted I8t@ 3,745,672 Option Shares that such individueave the right to acquire within 60 days
of the Record Date, (iii) 153,068 Plan Shares alied to their respective accounts under the ES@R@h(k) Plan, (iv) 19,123 shares held of
record or beneficially by the spouses of certaithese individuals, as to which beneficial owngrghidisclaimed, and (v) 4,018 shares held
as custodian for the benefit of children of sudtividuals.
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EXECUTIVE COMPENSATION AND RELATED INFORMATION

The following table sets forth certain informatimgarding the compensation of (i) the Company'sfdaxecutive Officer and (ii) each of the
Company's four most highly compensated executifiess§ other than the Chief Executive Officer (ealively, the "named officers").
Following this table is additional information redang option grants and option exercises during/2@@r additional information on the
compensation summarized below and other beneéies! s Report of Compensation Committee Regardixerktive Compensation.”

SUMMARY COMPENSATION TABLE

LONG-TERM
COMPENSATION AWARDS
AWARDS PAYOUTS
ANN UAL NO. OF LONG-TER M
COMPEN SATION RESTRICTED SECURITIES INCENTIV E
NAME AND CURRENT === e STOCK UNDERLYING PLAN ALL OTHER
PRINCIPAL POSITION YEAR SALARY BONUS AWARDS(1) OPTIONS PAYMENTS( 2) COMPENSATION(3)
Glen F. Post, Il 2004  $961,544 $1,003,851 $ 1,326,312 160,000 $ 1453 97 $ 189,238
Chairman of the Board and 2003 904,846 1,064,099 0 320,000 200,4 66 165,783
Chief Executive Officer 2002 787,594 812,797 150,000 320,000 239,8 04 90,190
Karen A. Puckett(4) 2004 541,860 518,560 623,480 75,000 0 110,124
President and Chief 2003 496,576 535,309 0 150,000 0 92,564
Operating Officer 2002 420,600 352,147 100,000 120,000 0 58,309
R. Stewart Ewing, Jr. 2004 492,384 385,536 518,622 62,500 43,7 81 96,601
Executive Vice President 2003 461,558 407,094 0 81,000 60,3 23 86,298
and Chief Financial 2002 390,657 274,241 100,000 81,000 72,2 15 59,651
Officer
David D. Cole 2004 359,016 281,109 340,080 40,500 43,7 81 82,334
Senior Vice President- 2003 345,734 304,938 0 81,000 60,3 23 74,771
Operations Support 2002 331,111 225,155 75,000 81,000 72,2 15 55,393
Michael E. Maslowski(5) 2004 307,711 214,166 340,080 40,500 12,5 54 65,789
Senior Vice President 2003 289,721 227,142 0 81,000 0 54,780
and Chief Information 2002 259,387 156,456 75,000 81,000 0 41,002

Officer

(1) The Restricted Stock shown for 2002 was issiged special bonus in early 2003 for extraordiedfigrts and achievements in 2002. The
Restricted Stock shown for 2004 was issued in €004 as a portion of the officers' long-term ineencompensation awards for 2004. Of
the Restricted Stock shown for 2002, one-thirchefshares vested on March 15, 2004, one-third destéMarch 15, 2005 and one-third will
vest on March 15, 2006, subject to acceleratedngest certain events. All of the Restricted Statlown for 2004 will vest on March 15,
2009, subject to accelerated vesting in certaimisyéncluding the Company attaining certain tasgetating to its 2004, 2005 or 2006
financial performance. The chart below sets fanfbrimation as of December 31, 2004 regarding tmeatbofficers' holdings of Restricted
Stock (excluding for these purposes (i) Restri@tmtk outstanding on December 31, 2004 that vestedrly 2005 and (ii) Restricted Stock
issued in February 2005).
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Aggregate

Shares of Value at
Restricted December 31
Name Stock 2004
Mr. Post 48,620 $ 1,724,55 1
Ms. Puckett 23,213 823,36 5
Mr. Ewing 19,513 692,12 6
Mr. Cole 12,910 457,91 8
Mr. Maslowski 12,910 457,91 8

Dividends are paid currently with respect to alirgs of Restricted Stock described above. Foriadditinformation regarding the foregoing,
see "- Report of Compensation Committee Regardikegiive Compensation.”

(2) Reflects the value of Common Shares releasésboed as a result of performanmesed Restricted Stock and performance shares eah
in 1997, 1998 and 1999 becoming vested or earnedrig 2002, 2003 and 2004, respectively, basetti®@appreciation in the market value
the Common Shares during the preceding five-yeaogeSee "-Report of Compensation Committee Raggrixecutive Compensation-
Prior Grants."

(3) Comprised of the Company's (i) matching contiitns to the 401(k) Plan, as supplemented by nraatontributions under the
Company's Supplemental Dollars & Sense Plan, @iitrébutions pursuant to the ESOP, valued as oebéer 31 of each respective year (as
supplemented by contributions under the Companyp®mental Defined Contribution Plan), and (i@yment of cash allowances in lieu of
previously-offered perquisites, in each case far @m behalf of the named officers as follows:

Cash
Allowance
401(k) Plan ESOP in Lieu of
Name Year Contributions Contributions  Perquisites
Mr. Post 2004 $73,892 $ 81,026 $ 34,320
2003 62,758 68,705 34,320
2002 27,486 31,504 31,200
Ms. Puckett 2004 39,087 43,087 27,950
2003 30,730 33,949 27,885
2002 12,325 20,634 25,350
Mr. Ewing 2004 32,672 35,979 27,950
2003 28,981 29,431 27,885
2002 16,395 17,906 25,350
Mr. Cole 2004 27,826 26,558 27,950
2003 24,051 22,835 27,885
2002 14,557 15,486 25,350
Mr. Maslowski 2004 21,515 21,394 22,880
2003 14,613 17,847 22,320
2002 8,233 11,969 20,800

(4) Ms. Puckett's employment with the Company comeed on July 24, 2000.
(5) Mr. Maslowski's employment with the Company ecoemced on March 22, 1999.
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OPTION GRANTS IN LAST FISCAL YEAR

INDI VIDUAL GRANTS POTEN TIAL REALIZABLE VALUE OF
--------------------- OPTI ONS AT ASSUMED ANNUAL
NUMBEROF %O F TOTAL RA TES OF STOCK PRICE
SECURITIES o PTIONS APPRE CIATION OVER TEN-YEAR
UNDERLYING  GR ANTED TO OPTION TERM
OPTIONS EM PLOYEES EXERCISE EXPIRATION = =eoes e
NAME GRANTED (1) | N 2004  PRICE DATE (5%) (10%)
Glen F. Post, Ill......... 160,000 18% $28.34  2/25/14 $ 28 51,200 $ 7,227,200
Karen A. Puckett ......... 75,000 9% 2834  2/25/14 1,3 36,500 3,387,750
R. Stewart Ewing, Jr...... 62,500 7% 2834  2/25/14 1,1 13,750 2,823,125
David D. Cole............. 40,500 5% 2834  2/25/14 7 21,710 1,829,385
Michael E. Maslowski...... 40,500 5% 2834  2/25/14 7 21,710 1,829,385
All Shareholders(2)....... 132,373,912 - 28.10 - $2,339,0 47,025  $5,927,703,779

(1) One-third of these options became exercisablEabruary 25, 2004, one-third became exercisabletruary 25, 2005, and ottgrd will
become exercisable on February 25, 2006.

(2) The amounts shown as potential realizable viuell shareholders, which are presented for canispn purposes only, represent the
aggregate net gain for all holders of Common Shazsf December 31, 2004, assuming a hypothetjtan to acquire 132,373,912
Common Shares (the number of such shares outstpadiof such date) granted at $28.10 per sharevéifghted average exercise price of
options granted in 2004) on February 25, 2004 apitiag on February 25, 2014, if the price of Commfhares appreciates at the rates
shown in the table. There can be no assurancéhthgiotential realizable values shown in the tablebe achieved. The Company neither
makes nor endorses any prediction as to futur&k stedormance.

AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR AND FISCAL YEAR-END OPTION

VALUES

NO. OF NUMBER OF SECURITIES VALU E OF UNEXERCISED

SHARES UNDERLYING UNEXERCISED IN-THE-M ONEY OPTIONS AT

ACQUIRED OPTIONS AT DECEMBER 31, 2004 DECE MBER 31, 2004

ON VALUE e e e
NAME EXERCISE  REALIZED EXERCISABLE UNEXERCISABLE EXERCISABL E UNEXERCISABLE

Glen F. Post, lll......... 100,000  $1,786,75 4 1,310,550 426,662 $10,531,76 2 $ 2,729,578
Karen A. Puckett ......... 50,000 326,79 0 325,000 190,000 1,897,70 0 1,254,700
R. Stewart Ewing, Jr...... 30,442 467,72 1 327,450 122,666 2,482,42 5 795,499
David D. Cole............. 25,000 456,32 7 327,873 108,000 2,568,44 1 690,930
Michael E. Maslowski...... 27,001 176,04 7 217,642 108,000 875,06 5 690,930

REPORT OF COMPENSATION COMMITTEE REGARDING EXECUTIV E COMPENSATION

GENERAL. The Board's Compensation Committee, eitlvectly or through its Incentive Awards Subcontegt monitors and approves the
compensation of the Company's executive officatmjiaisters the Company's incentive compensatiograras, and performs other related
tasks. The Committee is composed entirely of Boaethbers who qualify as independent directors utitde€Company's corporate governe
guidelines and "non-employee directors” under Réle-3 promulgated under the Securities ExchangeoAt934. The Subcommittee is
composed entirely of Committee members who alsdifgjues "outside directors" under Section 162(mj}he# Internal Revenue Code. If you
would like additional information on the responbtlgs of the Compensation Committee, please refés charter, which can be obtained in
the manner described above under "Corporate GoweenaAccess to Information."
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Compensation Objectives. During 2004, the Commétgaied the following compensation objectivesammection with its deliberations:

- compensating the Company's executive officerh Witse salaries that are higher than those ofasigisituated executives at comparable
companies, if justified by corporate and individpalformance

- providing a substantial portion of the executiv@snpensation in the form of incentive compensatiased principally upon the Company's
short and long-term performance and secondarilywupe individual performance of the executives

- encouraging team orientation, and
- providing sufficient benefit levels for executsvand their families in the event of disabilityndss or retirement.

In addition, to the extent that it is practicabtel@onsistent with the Company's executive comg&msabjectives, the Committee seeks to
comply with

Section 162(m) of the Internal Revenue Code andregylations promulgated thereunder (collectivéBection 162(m)") in order to preserve
the tax deductibility of performance-based comptosan excess of $1 million per taxable year toleaf the named officers. If compliance
with Section 162(m) conflicts with the Committeetanpensation objectives or is contrary to the bdstests of the shareholders, the
Committee will pursue its objectives, regardlesthefattendant tax implications.

Overview of 2004 Compensation. As described furbeow, the Company's executive compensation fod2@as comprised of:
- salary
- an annual cash incentive bonus

- long-term incentive compensation in the form frgs of restricted stock and stock options in 280d the payout of incentive awards
granted in 1999, and

- other benefits typically provided to executivésomparable companies, all as described furthiembe
For each such component of compensation, the Coytspemmpensation levels were compared with thosmwiparable companies.

Over the past decade, the Committee has retaigegpémdent consulting firms every three years talgona detailed review of the
Company's compensation philosophy, practices angrams, including the structure of its annual ardyiterm incentive compensation
programs. During these triennial reviews, the Coti@aihas typically sought to confirm that its pedphy and practices are comparable to
those of similar companies and to establish thgetaamount of long-term incentive compensationg@itanted to each of the Company's
executives during the upcoming three-year peride Committee and its consultants have typicallyghes! these long-term grants to have a
value, determined under commonly-used valuatiorhotiilogies, commensurate with long-term incentivaras to similarly-situated
executives at comparable companies. During thenskand third year of each of these three-year gsrithe Committee consults with its
independent consultants to determine if chang#sst@€ompany's three-year program are necessappooj@iate, and to establish the annual
and
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incentive compensation payable to the Company'sutixes for the upcoming year. Following delibevas with its independent consultants,
the Committee approved a three-year officer comgt@ms program in early 2002 covering 2002, 2003 20@4, and a three-year officer
compensation program in early 2005 covering 200862and 2007.

During the Fall of 2003, the Committee retainedrafependent consulting firm to assist the Companyetermining the annual and incentive
compensation of officers for 2004. The consultimpfcompared the Company's officer compensatiahdb of a national group of
companies. This group included a number of telecamoations companies (including several of the peenpanies referred to in the
Company's stock performance graph appearing elsewteeein), but also included other companieshbse revenue levels similar to the
Company's.

SALARY. The salary of the Chief Executive Officarcaeach other executive officer is based primanmiythe officer's level of responsibility
and comparisons to prevailing salary levels forilsinofficers at comparable companies. Based upovey data, recommendations of the
Committee's independent consulting firm and the gamy's Chief Executive Officer, and other consitiens, the Committee in February
2004 increased the salary of the Chief Executiic@fby 5.4% and the salaries of each of the Cawgaother named officers by between
3.5% to 8.5%. The Committee believes these 20G#saiere consistent with its primary objective mdlging that the executive officers
receive salaries in excess of median salarieufesly-situated executives when warranted by compmand individual performance. In early
2005, the Committee increased the annual salaityeo€hief Executive Officer an additional 2.6%$tbmillion, and the annual salaries of
other named officers an additional 4.0% to 5.7%.

ANNUAL INCENTIVE BONUS PROGRAMS. The Company maiirta (i) a shareholder-approved short-term incerpiggram for certain

of its executive officers and (ii) an annual indeatbonus program for the Company's other offieard managers. In connection with both of
these bonus programs, the Compensation Committher directly or through its Incentive Awards Sobumittee, annually establishes target
performance levels and the amount of bonus payhtiiese targets are met, which typically is defifie terms of a percentage of each
officer's salary. For 2004, the Committee recomneendrget bonuses ranging from 40% to 60% of egebugive officer's salary if the
targets were met, with up to double these amotitie itargets were substantially exceeded and nodes if certain minimum target
performance levels were not attained. The targetib@ayable to the Company's Chief Executive Office2004 performance was based
solely upon the Company's overall financial perfante measured in terms of operating income grondhsaecified levels of return on cash
flow measured in relation to the performance of@up of peer companies, subject to the "negatiserdtion” of the Committee to reduce the
bonus payment. The bonuses payable to each otheutdre officer were based upon the same corppetfermance goals established for
Chief Executive Officer, subject to the "negativscdetion” of the Chief Executive Officer to redube bonus payment based on an
assessment of the officer's performance during 20@#ding an assessment of the degree to which sefficer attained his or her individual
performance goals for 2004.
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Based on the Company's 2004 performance, the ERifutive Officer received a bonus equal to 10404%is 2004 salary. Applying the
standards described above, each other named afficeived a bonus between approximately 70% and&@%s or her 2004 salary. The
Committee elected to pay these 2004 incentive Emimscash.

LONG-TERM EQUITY INCENTIVE PROGRAMS. The Companysrrent long-term incentive compensation progravieaize the
Incentive Awards Subcommittee to grant stock otiand various other stock-based incentives to kesomnel. Among the Subcommittee's
central goals with respect to stock incentive awasdo strengthen the relationship between congtemsand growth in the market price of
the Common Shares and thereby align the executiiees' financial interests with those of the Canp's shareholders and to attract and
retain executive talent.

Incentives granted under these programs becomeigsable based upon criteria established by the @ubiéttee. The Subcommittee
generally determines the size of option grants dasethe recipient's responsibilities and duties, @n information furnished by the
Subcommittee's consultants regarding equity ingergractices among comparable companies. Since Bg®Tommittee's general
philosophy has been to award annual option grantgpposed to larger, multi-year grants.

2004 Grants. In early 2004, the Subcommittee avehedgiity incentive grants for the final year of theee-year program developed and
approved by the Committee and its independent advia 2002. Based on data compiled by the Cometisonsulting firm, the
Subcommittee determined that the target amourgrgf-term compensation established during the 20@2rial review process continued to
be commensurate with the long-term incentive awtrdsmilarly situated executives at other complralbompanies. Unlike 2002 and 2003,
however, the Subcommittee elected to pay thesetimg incentive grants half in stock options antl imrestricted stock, the terms of which
are further described elsewhere herein.

Prior Grants. During 1997, 1998 and 1999, the Cdtemiawarded to the Company's officers long-terrentive compensation in the form of
(i) time-vested restricted stock which will genéralest on or about the fifth anniversary of thamgrdate and (ii) performandmsed restricte
stock and performance shares which will vest cedrmed based on appreciation of the market valtieeod€ompany's Common Shares over a
five-year period. These grants vested or were eamearly 2002, 2003 and 2004, respectively.

OTHER BENEFITS. The Company maintains certain brbased employee benefit plans in which the exeeufficers are generally
permitted to participate on terms substantiallyilsinto those relating to all other participantshigct to certain legal limitations on the
compensation on which benefits and contributiong breabased. The Board has determined to have th&uy's matching contribution
under the 401(k) Plan invested in Common Shares $o further align employees' and shareholdemhtial interests. The Company also
maintains the ESOP, which serves to further aligpleyees' and shareholders' interests.

Prior to the Sarbanes-Oxley Act of 2002, the Corgdanded supplemental life insurance benefitsswfficers in excess of those generally
afforded to employees. These benefits were proviedguant to endorsement "split-dollar” insurangeaments between the
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Company and its officers. Under each of these ageets, the Company and the officer's beneficiaiesed the death benefits payable upon
the officer's death under a life insurance polioycpred by the Company, with the beneficiariesikgéeg pre-retirement death benefits of four
times the officer's annual salary less group hfeurance benefits (or post-retirement death benefitwo times the officer's annual salary less
group life insurance benefits), and the Compangiuing all remaining death benefits. In responsertoertainties as to whether these
arrangements with the Company's executive officaisted the Sarbanes-Oxley Act, in mid-2002 thenPany suspended the payment of
further premiums under the "split-dollar" policiesuring the lives of its executive officers. In\Wanber 2003, the Compensation Committee
approved restructured arrangements with the execofficers in order to alleviate such uncertamti&s well as potential adverse tax
consequences of new tax regulations adopted in.2003er these restructured arrangements with eeatuéve officer, the Company is
authorized to (i) surrender the insurance poliguiimg such officer in exchange for cash from tbkcy equal to the aggregate premiums the
Company had previously paid to fund such poliay términate its prior "split-dollar" insurance agment with such officer and transfer
ownership of the related policy to such officer,

(i) forfeit its right to receive death benefitader such related policy and

(iv) adopt a new plan providing substitute suppletaklife insurance benefits for its executive offis. This new plan, among other things,
would obligate the Company to pay premiums on #eeetive officers' respective insurance policiefficent to provide the same death
benefits available under the prior agreements emtitle the executive officers to purchase addélgostretirement coverage at their cost

to receive "gross-up" cash payments in amountscgerit to compensate them for income and employrteats incurred as a result of the
Company's premium payments. Upon completion of seany estate-planning, the Company expects to mmgaiethese restructured
arrangements and re-commence paying premiums ir2608.

Under the Company's aircraft usage policy, the Camls chief executive officer may use the Compaaiytsaft for personal travel without
reimbursing the Company, and each other execuffieoof the Company may use the Company's airéoafup to $10,000 per year in
personal travel without reimbursing the Companyc{dated in accordance with applicable SEC guids)nin all such cases, personal travel
is permitted only if aircraft is available and meteded for superseding business purposes. Duriy 2te following executive officers used
the Company's aircraft for personal travel as feioMr. Post, one round-trip at a cost of $12,8@8, Puckett, two rountkips at an aggrege
cost of $8,435, and Stacey W. Goff (the Compangti@® Vice President and General Counsel), oned«p at a cost of $910.

The Company's officers are entitled to be reimldifee the cost of an annual physical examinatidns pelated travel expenses.

Additionally, the Company makes available to itBoafrs various defined benefit retirement plansifhtare described below under " -
Pension Plans"), various nonqualified supplemdreakfit plans, cash allowances in lieu of previpusfered perquisites, and a disability
salary continuation plan.

COMPENSATION OF CHIEF EXECUTIVE OFFICER. The critrstandards and methodology used by the ComnattdeSubcommittee
in reviewing and establishing the Chief Executiviid@r's salary, bonus and other compensationteeame as those used with respect to all
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other executive officers, as described above. 8sutised above under " - Salary," based on itswevielata compiled by the Committee's
independent consulting firm and other informatittre Committee raised the annual salary of the (wefcutive Officer by 5.4% during 201
to $975,000. The Chief Executive Officer also reedia cash bonus of $1,003,851 for 2004 performander the Company's shareholder-
approved short-term incentive plan. In additiorrjily 2004 the Chief Executive Officer was grantgtians to purchase 160,000 shares and
46,800 shares of Restricted Stock, as describéldeiunerein. As indicated above, the annual salftlie Chief Executive Officer was
increased to $1 million in early 2005.

Submitted by the Compensation Committee of the Boak of Directors.
C. G. Melville, Jr. (Chairman) James B. Gardner Fral R. Nichols Jim D. Reppond
COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

One of the members of the Compensation CommitbeeDJ Reppond, was an officer of the Company ptidohnis retirement in 1996. Mr.
Reppond is not a member of the Committee's Incertivards Subcommittee, which administers the Comipancentive compensation ple
and programs and is comprised solely of Committembyers who qualify as "outside directors" undettiacd 62(m).

PENSION PLANS

SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN. The Compamyaintains a Supplemental Executive Retirement Rfan
"Supplemental Pension Plan") pursuant to whichagexfficers who have completed at least five y@diservice are generally entitled to
receive a monthly payment upon attaining earlyamal retirement age under the plan. The follovtadge reflects the approximate annual
retirement benefits that a participant with theidgated years of service and compensation level emggct to receive under the Supplemental

Pension Plan assuming retirement at age 65. Egtilgment may be taken at age 55 by any participéhtten or more years of service, with
reduced benefits.

Ye ars of Service
Compensation 5 10 15 20 25
$ 400,000 $ 60,000 $ 120,000 $ 140,000 $160,000 $180,000
500,000 75,000 150,000 175,000 200,000 225,000
600,000 90,000 180,000 210,000 240,000 270,000
700,000 105,000 210,000 245,000 280,000 315,000
800,000 120,000 240,000 280,000 320,000 360,000
900,000 135,000 270,000 315,000 360,000 405,000
1,000,000 150,000 300,000 350,000 400,000 450,000
1,100,000 165,000 330,000 385,000 440,000 495,000
1,200,000 180,000 360,000 420,000 480,000 540,000
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The above table reflects the annual benefits payabn normal retirement under the SupplementatiBerPlan assuming such benefits will
be paid in the form of a monthly lifetime annuitydabefore reductions relating to the receipt ofifldgecurity benefits as described below.
The actual amount of an officer's monthly paymeamntar the Supplemental Pension Plan is equal &%ipf the officer's "average monthly
compensation” (defined below) times the officegang of service during his first ten years with @mmpany plus (ii) 1% of the officer's
"average monthly compensation” times his yearepfise after his first ten years with the Compamy {0 a maximum of 15 additional
years), minus (iii) 4% of his estimated monthly Bb&ecurity benefits times his years of servicthwlie Company (up to a maximum of
years). Payments to retired officers under thimfda are increased by 3% per year to reflect colsting increases. "Average month
compensation” means the officer's average montypensation during the 36 consecutive month peritiiin his last ten years of
employment in which he received his highest comatms. Participants added to the plan after JaniaPP00 receive credit only for service
while a plan participant.

Under the Supplemental Pension Plan, the numbenedited years of service at December 31, 20042bagears for Mr. Post, four years for
Ms. Puckett, 22 years for Mr. Ewing, 22 years far Mole and six years for Mr. Maslowski. The comgetion upon which benefits are based
under such plan is the aggregate amount of compiensaported for 2004 for each respective officeder the columns in the Summary
Compensation Table appearing above that are ehtalary" and "Bonus."

BROAD-BASED PENSION PLAN. The Company also mainsagnqualified defined benefit plan (the "Qualifflein") pursuant to which
most of the Company's employees (including offigarnso have completed at least five years of serareegenerally entitled to receive
payments upon attaining early or normal retirenagy@ under the plan. The Company further maintamsnaqualified defined benefit plan
(the "Non-Qualified Plan") designed to pay suppletakretirement benefits to officers in amountsadda the benefits that such officers
would otherwise forego under the Qualified Plan ttufederal limitations on the amount of benefidyable to highly compensated
participants of qualified plans.

The following table reflects the approximate ta@ahual retirement benefits that a participant whthindicated years of service and annual
compensation level may expect to receive unde@Qinaified and Non-Qualified Plans (collectivelyettBroad-Based Pension Plan™)
assuming retirement at age 65 during 2005. Up@inatg age 55, participants with at least five geafrservice may elect to receive reduced
early retirement benefits.

42



Yea rs of Service

Compensation 5 10 15 20 25 30
$ 400,000 $ 16,000 $ 33,000 $49, 000 $65,000  $81,000 $ 98,000
500,000 21,000 43,000 64, 000 85,000 106,000 128,000
600,000 26,000 53,000 79, 000 105,000 131,000 158,000
700,000 31,000 63,000 94, 000 125,000 156,000 188,000
800,000 36,000 73,000 109, 000 145,000 181,000 218,000
900,000 41,000 83,000 124, 000 165,000 206,000 248,000
1,000,000 46,000 93,000 139, 000 185,000 231,000 278,000
1,100,000 51,000 103,000 154, 000 205,000 256,000 308,000
1,200,000 56,000 113,000 169, 000 225,000 281,000 338,000

The above table approximates the total annual isnEfyable under the Broad-Based Pension Plamésgyin addition to the assumptions
stated above) that such benefits will be paid enftrm of a monthly lifetime annuity. The actual@mt of a participant's total monthly
payment is equal to the sum of

(i) his number of years of service under the plgmtp a maximum of 30 years) multiplied by 0.5%hi final average pay plus (i) his num
of years of service under the plan (up to a maxino@i80 years) multiplied by 0.5% of his final avgeapay in excess of his compensation
subject to Social Securitaxes (as determined under the plan). For theqmopas, "final average pay" means the participamtsage monthl
compensation during the 60 consecutive month peaviddn his last ten years of employment in whighreceived his highest compensation.

Under the Broad-Based Pension Plan, each nameioffther than Ms. Puckett and Mr. Maslowski betgareceive credit for years of
service on January 1, 1999. Ms. Puckett and Mr.ldteski began receiving credit for years of senadceluly 24, 2000 and March 22, 1999,
respectively. The compensation upon which benafgsbased under such plan is the aggregate ameported for 2004 for each such officer
under the columns in the Summary Compensation Talppearing above that are entitled "Salary" anchtBd'

CHANGE-IN-CONTROL ARRANGEMENTS

The Company has agreements with each of its execafficers which entitle any such officer whoésrhinated without cause or resigns
under certain specified circumstances within tlyegrs of any change in control of the Company)toe@eive a lump sum cash severance
payment equal to three times the sum of such e%ienual salary and bonus, (ii) receive any suthitional cash payments as may be
necessary to compensate him or her for any feégcade taxes imposed upon contingent change inaqedyments and

(iii) continue to receive certain welfare benefis three years.

Under the above-referenced agreements, a "changmtrol" of the Company would be deemed to ocqaomu(i) any person (as defined in
the Securities Exchange Act of 1934) becoming @heeficial owner of 30% or more of the outstandirap®hon Shares or 30% or more of
combined voting power of the Company's voting séiest, (i) a majority of the Company's directorsity replaced, (iii) consummation of
certain mergers, substantial asset
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sales or similar business combinations, or (iv)rapgl by the shareholders of a liquidation or disBon of the Company.

In the event of a change in control of the Compadimy,Company's benefit plans provide, among othiags, that all restrictions on
outstanding restricted stock will lapse, all outstiag stock options will become fully exercisalgbantom stock units credited under the
Company's supplemental defined contribution plahlvei converted into cash and held in trust, anstpetirement health and life insurance
benefits will vest with respect to certain currantl former employees. In addition, participantthm Supplemental Pension Plan who are
terminated without cause or resign under certa@tifipd circumstances within three years of thengieain control will receive a cash
payment equal to the present value of their plarefies (after providing age and service creditspto three years), determined in accord:
with actuarial assumptions specified in the plan.

PERFORMANCE GRAPH

The graph below compares the cumulative total $tedaler return on the Common Shares with the curivelaotal return of the S&P 500
Index and the S&P Integrated Telecommunicationsi&es Index (the "S&P Telecom Index") for the pdrfoom December 31, 1999 to
December 31, 2004, in each case assuming (i) #estment of $100 on January 1, 2000 at closingprim December 31, 1999 and (ii)
reinvestment of dividends.

[GRAPH TO BE INSERTED BY PRINTER]

December 31,

1999 2000 2001 2002 2003 2004
CenturyTel, INC......ccoeevneenne $100.00 $75.91 $70.10 $63.24 $70.70 $77.45
S&P 500 IndeX........ccvvvveennnen. 100.00 90.90 80.10 62.41 80.30 89.02
S&P Telecom Index(1)................ 100.00 64.49 58.42 40.67  40.60 46.19

(1) The S&P Telecom Index consists of ALLTEL Corgiion, AT&T Corporation, BellSouth Corporation, iZéns Communications
Company, Qwest Communications International InBC&ommunications Inc., Sprint Corp., Verizon Conmigations Inc., and the
Company. The index is publicly available.
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CERTAIN TRANSACTIONS

The Company paid fees of $811,704 to The Boles Eam for legal services rendered to the Compar3004. William R. Boles, Jr., a
director of the Company since 1992, is Presidedtaadirector and practicing attorney with such fimich has provided legal services to the
Company since 1968. The Company also paid $120rDR004 to Capital Strategies, LLC, a lobbying @odsulting firm owned by Mr.

Boles' brother-in-law.

During 2004, the Company purchased $1,504,999%uatrtal contracting services from a firm ownedJoynny Hebert, a director of the
Company who will retire at the Meeting.

During 2004, the Company paid $143,489 to a reakedirm owned by the brother of Harvey P. Peargirector of the Company. In
exchange for such payments, such firm providedrigétyaof services with respect to numerous reatedransactions in several states,
including locating and analyzing properties suigafior purchase or lease and negotiating purchakase terms with the land owners.

During 2004, the Company paid Rhonda Woodard $#ii08alary and bonus for serving as Director oftBmer Service Centers. Ms.
Woodard is the sister-in-law of David Cole, an exae officer of the Company, and has been an eygg®f the Company since 1991.

During 2004, the Company paid Rickey Lowery appratiely $81,243 in salary and bonus for serving lesid database analyst technician.
Mr. Lowery has been an employee of the Companyesli®89 and has been the son-in-law of Harvey Ry Pedirector of the Company,
since 1990.

During 2004, the Company paid Martha Amman $85jAGsalary and bonus for serving as Manager, Empéoyrand Staffing. Ms. Amman
is the sister of Harvey P. Perry, a director of@mmpany, and has been an employee of the Comjracgy 5998.

During 2004, the Company paid H. Parnell Perry$67.,970 in salary and bonus for serving as a fei@m Mr. Perry is the son of Harvey P.
Perry, a director of the Company, and has beenmrgoiogee of the Company since 1988.

During 2004, the Company paid Dale Shields $62jAXk&lary and bonus for serving as Manager of Riek Safety, and allowed his late w
to use the Company's aircraft on several occasiposnnection with medical emergencies. Mr. Shiéd$e son-in-law of R. L. Hargrove,
Jr., a director of the Company who will retire la¢ tMeeting. Mr. Shields has been an employee oftmapany since 1983.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMRINCE

The Securities Exchange Act of 1934 requires the@amy's executive officers and directors, amongrstito file certain beneficial
ownership reports with the SEC. During 2004, atirsteports were timely filed.
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REPORT OF AUDIT COMMITTEE
ACTIVITIES OF COMMITTEE

The Audit Committee of the Board of Directors isremtly composed of five directors, all of whom tiiyaas independent directors under the
Company's corporate governance guidelines. The Guesoperates under a written charter adoptedh&@Bbard, which is attached as
Appendix D.

Management is responsible for the Company's inteargrols and the financial reporting process. Toenpany's independent auditor is
responsible for performing an independent audihefCompany's consolidated financial statementdtandffectiveness of the Company's
internal control over financial reporting, and $sue reports thereon. The Committee's respongilsiltb monitor and oversee these processes

In this context, the Committee has met and heldudisions with the Company's management, its intexrditors and its independent auditor,
KPMG LLP. Management represented to the Commitiaethe Company's consolidated financial statemeatse prepared in accordance
with generally accepted U.S. accounting principtes] the Committee has reviewed and discussedtisolidated financial statements with
management and KPMG. The Committee discussed Wli®& matters required to be discussed by Statenoandaiditing Standards No. 61
and 90 (Communication with Audit Committees).

KPMG also provided to the Committee the writterctisures required by Independence Standards Baandi&d No. 1 (Independence
Discussions with Audit Committees). The Committésedssed with KPMG that firm's independence, antsictered the effects that the
provision of non-audit services may have on KPM@dependence.

Based on and in reliance upon the reviews and sksoos referred to above, and subject to the ltraita on the role and responsibilities of
the Committee referred to in its charter, the Cotteairecommended that the Board of Directors ireli audited consolidated financial
statements in the Company's Annual Report on FdrK for the year ended December 31, 2004.

OTHER INFORMATION

KPMG has acted as independent certified or regidtpublic auditors for the Company since 1977, lzaslbeen selected by the Audit
Committee to serve again in that capacity for 200 following table lists the aggregate fees amgi<billed by KPMG and its affiliates to
the Company and its subsidiaries for the 2003 &d Zervices identified below:
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Amount Billed

2003 2004
Audit FEES (1).eiiiiiiiiiieiiieiiie e $1,682,000 $ 4,600,000
Audit-Related Fees(2)......ccoovvvvvvvvveveneees 195,000 129,000
Tax FEeS(3) oo 1,122,000 1,088,000
All Other FEes.....coovvvvciiiiiiiiieaeeeeee 2,000 -
Total $3,001,000 $5,817,000

(1) Includes, for 2003 and 2004, the cost of sewiendered in connection with auditing the Comfzaagnual consolidated financial
statements for each applicable year and, for 2@@4¢ost of auditing the Company's internal contradr financial reporting and
management's assessment of its review of inteomdta over financial reporting in accordance with

Section 404 of the Sarbanes-Oxley Act of 2002. Adetudes costs of reviewing the Company's quartiamhncial statements, as well as
auditing the financial statements of several ofGloenpany's telephone subsidiaries, and includescesrrendered in connection with
reviewing the Company's registration statementsissuing related comfort letters.

(2) Includes the cost of auditing the Company'sfieplans and general accounting consulting sesvic

(3) Includes costs associated with (i) assistangeparing income tax returns (which were appretaty $420,000 in 2003 and $403,000 in
2004);

(i) assistance with various tax audits (which wepproximately $179,000 in 2003 and $525,000 ir4200ii) assistance with the Company's
divestiture of its wireless business in August 200Bich were approximately $124,000 in 2003 and,8Qd in 2004); and (iv) general inco
tax planning, consultation and compliance (whicheaapproximately $399,000 in 2003 and $143,0000042.

The Audit Committee maintains written procedurest tiequire it to annually pre-approve the scopalladuditing services to be performed by
the Company's independent auditor. The Commitpresedures prohibit the independent auditor froovisling any noraudit services unle
the service is permitted under applicable law angré-approved by the Audit Committee or its ChammThe Chairman is authorized to pre-
approve projects expected to cost no more thar0$@5provided the total cost of all projects prerawed by the Chairman during any fiscal
quarter does not exceed $125,000. The Audit Coraenfitis pre-approved the Company's independenbatalprovide up to $40,000 per
quarter of miscellaneous tax services that do aostitute discrete and separate projects. The Elimaincial Officer is required periodically
to advise the full Committee of the scope and observices not pre-approved by the full Commitiskhough applicable regulations waive
these pre-approval requirements in certain limdiecumstances, the Audit Committee did not usedlvesiver provisions in either 2003 or
2004.

The Audit Committee has considered whether theipimv of KPMG's non-audit services is compatibléhwnaintaining KPMG's
independence.

If you would like additional information on the mmsibilities of the Audit Committee, please refeits charter attached as Appendix D.

Submitted by the Audit Committee of the Board of Diectors.

James B. Gardner R. L. Hargrove , Jr.
(Chairman) Fred R. Nicho Is
Virginia Boulet Joseph R. Zimm el
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OTHER MATTERS
QUORUM AND VOTING OF PROXIES

The presence, in person or by proxy, of a majarftthe total voting power of the Voting Sharesés@ssary to constitute a quorum to
organize the Meeting. Shareholders voting or ahistgifrom voting on any issue will be counted asspnt for purposes of constituting a
guorum to organize the Meeting.

If a quorum to organize the Meeting is presenedurs will be elected by plurality vote and, ashswithholding authority to vote in the
election of directors will not affect whether themninees named herein are elected. Assuming a quirenganize the Meeting is present, the
following proposals will require the affirmative weof holders of the following:

Proposal Required Vote

No. 2 - Ratification of the appointment of Majo rity of the voting power present or

KPMG LLP as the Company's independent repr esented at the Meeting

auditor for 2005

No. 3 - Approval of the Company's 2005 Majo rity of the total number of votes cast

Management Incentive Compensation Plan with respect to such matter, provided that
such number of votes cast represents over
one- half in interest of all Voting Shares

No. 4 - Approval of the Company's 2005 Majo rity of the total number of votes cast

Directors Stock Plan with respect to such matter, provided that
such number of votes cast represents over
one- half in interest of all Voting Shares

No. 5 - Approval of the Company's 2005 Majo rity of the voting power present or

Executive Officer Short-Term Incentive repr esented at the Meeting

Program

Shares as to which the proxy holders have beeruaistl to abstain from voting

(i) will be treated under the Company's bylaws @isbeing present or represented for purposes aigaetith respect to Proposal No. 2 or No.
5, and will therefore not affect the outcome oftsuotes, and (ii) will be treated, based upon prietations of the New York Stock Exchange
(the "NYSE"), as being cast for purposes of votinth respect to Proposal No. 3 and No. 4, and thérefore have the same effect as a
negative vote.

Under the rules of the NYSE, brokers who hold sharestreet name for customers may vote in theicrdtion on matters when they have not
received voting instructions from beneficial ownergess the matter is a non-routine, "non-discnetig” item. Under the NYSE rules,
brokers who do not receive such instructions wéllemtitied to vote in their discretion with resptecthe Company's election of directors and
Proposal Nos. 2 and 5, but will not be entitledate in their discretion with respect to the othesposals described herein. If brokers who do
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not receive voting instructions may not or do nareise discretionary voting power (a "broker nae’) with respect to any matter to be
considered at the Meeting, shares that are notlweilebe treated as present for purposes of ctuisig a quorum to organize the Meeting
not present or cast with respect to considering snatter. Because the election of directors mustppeoved by plurality vote and each of the
other proposals listed above must be approvedrbgjarity of either the voting power present or eggnted at the Meeting or the votes cast
with respect to the matter, broker non-votes watspect to these matters will not affect the outcofrtbe voting (except that, with respect to
Proposal Nos. 3 and 4, such non-votes will makeoite difficult for the Company to satisfy the NY &fuirement that the number of votes
cast with respect thereto represents over oneirhaiferest of all Voting Shares).

Voting Shares represented by all properly execptegies received in time for the Meeting will beted at the Meeting. A proxy may be
revoked at any time before it is exercised by dilimith the Secretary of the Company a written reion or a duly executed proxy bearing a
later date, or by attending the Meeting and votmperson. Unless revoked, all properly executexigs will be voted as specified and, if no
specifications are made, will be voted in favottef nominees and the other proposals listed above.

Management has not timely received any noticeatsdtareholder desires to present any matter fammaat the Meeting in accordance with
the Company's bylaws (which are described belomd,is otherwise unaware of any matter for actiostgreholders at the Meeting other
than the election of directors and the other prajsoésted above. The enclosed proxy and votinfuston cards, however, will confer
discretionary voting authority with respect to alier matter that may properly come before the Mgett is the intention of the persons
named therein to vote in accordance with their ugifment on any such matter.

SHAREHOLDER NOMINATIONS AND PROPOSALS

In order to be eligible for inclusion in the Compan2006 proxy materials pursuant to the federaxyprules, any shareholder proposal to
action at such meeting must be received at the @ayip principal executive offices by December %@&nd must comply with applicable
federal proxy rules. In addition, the Company'salmd require shareholders to furnish timely writhetice of their intent to nominate a
director or bring any other matter before a shddsre' meeting, whether or not they wish to inclttisr proposal in the Company's proxy
materials. In general, notice must be receivechbySecretary of the Company between November I8 a0d February 11, 2006 and must
contain specified information concerning, amongeothings, the matters to be brought before suaktimgand concerning the shareholder
proposing such matters. (If the date of the 20G&iahmeeting is more than 30 days earlier or fdan May 12, 2006, notice must be rece
by the Secretary of the Company within 15 days$efdarlier of the date on which notice of such inges first mailed to shareholders or
public disclosure of the meeting date is made.)delitional information on these procedures, se@g@rate Governance - Director
Nomination Process

ANNUAL REPORT AND FINANCIAL INFORMATION

Appendix E includes the Annual Financial Statements Review of Operations of the Company in thenfor which they were filed with the
Securities and Exchange Commission on

49



March 16, 2005 as part of the Company's Annual RepoForm 10K for the year ended December 31, 2004. The Compapgcts to mail
copy of its summary annual report for the year énidecember 31, 2004 on or about the date thatilsrids Proxy Statement to its
shareholders.

During 2004, the Company's chief executive officertified to the New York Stock Exchange that he waaware of any violation by the
Company of the New York Stock Exchange's corpagateernance listing standards. In connection withdithe Company's Form 10-K
report for the year ended December 31, 2004, tmepgaay's chief executive officer and chief finand#icer made the certifications
regarding the Company's financial disclosures meguiinder the Sarbanes-Oxley Act of 2002, anddbalations promulgated thereunder.

You may obtain a copy of the Company's Form 1040rewithout charge by writing to Stacey W. Gofécgetary, CenturyTel, Inc., 100
CenturyTel Drive, Monroe, LA 71203, or by visititige Company's website at www.centurytel.com.

Neither Appendix E nor the Company's summary anredrt is to be regarded as proxy soliciting mate
By Order of the Board of Directors

/'s/ Stacey W Goff
Stacey W Coff
Secretary

Dated: April 1, 2005
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APPENDIX A
TO PROXY STATEMENT

CENTURYTEL, INC.
2005 MANAGEMENT INCENTIVE COMPENSATION PLAN

1. PURPOSE. The purpose of the 2005 ManagementtiireeCompensation Plan (this "Plan") of CenturyTet. ("CenturyTel") is to
increase shareholder value and to advance theatseof CenturyTel and its subsidiaries (colledyivine "Company") by furnishing a variety
of equity incentives (the "Incentives") designeatwact, retain and motivate officers, employeesisultants and advisors and to strengthen
the mutuality of interests between such personsCerduryTel's shareholders. Incentives may cowns$igptions to purchase shares of
CenturyTel's common stock, $1.00 par value peresfthe "Common Stock"), stock appreciation rightgres of restricted stock, restricted
stock units or other stock-based awards the vdlwhizh is based upon the value of the Common Staltlon terms determined under this
Plan. As used in this Plan, the term "subsidiargans any corporation, limited liability companyodher entity of which CenturyTel owns
(directly or indirectly) within the meaning of Sawt 424(f) of the Internal Revenue Code of 1986mended (the "Code"), 50% or more of
the total combined voting power of all classestotk, membership interests or other equity intaresstued thereby.

2. ADMINISTRATION.

2.1 COMPOSITION. This Plan shall be administeredh®s/compensation committee of the Board of Dinectd CenturyTel, or by a
subcommittee of the compensation committee. Thentitkee or subcommittee that administers this Phaadl $iereinafter be referred to as the
"Committee." The Committee shall consist of notéewhan two members of the Board of Directors, edalihom shall (a) qualify as a "non-
employee director" under Rule 16b-3 under the SiesiExchange Act of 1934 (the "1934 Act"), or auccessor rule, and (b) qualify as an
"outside director” under Section 162(m) of the Cadd the regulations thereunder (collectively, tBac162(m)").

2.2 AUTHORITY. The Committee shall have authorityatward Incentives under this Plan, to interprist Bian, to establish any rules or
regulations relating to this Plan that it deterrsit@be appropriate, to enter into agreements aviffrovide notices to participants as to the
terms of the Incentives (the "Incentive Agreemenasid to make any other determination that it bekenecessary or advisable for the proper
administration of this Plan. Its decisions conaegrinatters relating to this Plan shall be finahauasive and binding on the Company and
participants. The Committee may delegate its aitthbereunder to the extent provided in Sectiore®bf. The Committee shall not have
authority to award Incentives under this Plan tedtors in their capacities as such.

3. ELIGIBLE PARTICIPANTS. Employees and officerstbe Company (including officers who also serveliasctors of the Company) and
consultants and advisors to the Company shall beadigible to receive Incentives under this Plarewkesignated by the Committee.
Employees may be designated individually or by geoar categories, as the Committee deems apprepviéth respect to participants not
subject to Section 16 of the 1934 Act or SectioB(9, (i) the Committee may delegate to the chiefoative officer of
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CenturyTel its authority to designate participatisietermine the type, size and terms of the lineento be received by these participants, to
determine any performance objectives for theseqgiaaints and to approve or authorize the form oghtive Agreement governing such
Incentives and (ii) following any grants of Incemt$ pursuant to such delegated authority, the executive officer of CenturyTel or any
officer designated by him may exercise any powéthe Committee under this Plan to accelerate nggir exercise periods, to terminate
restricted periods, to waive compliance with spediprovisions or to otherwise make determinaticorstemplated hereunder with respect to
such Incentives; provided, however, that in no éwesty (A) the chief executive officer grant stogitions at an exercise price other than the
Fair Market Value of a share of Common Stock onlaler of the date of grant or the date the pandict commences employment with the
Company, unless otherwise determined by the Commen{gubject to the limitations in Section 5.1), 88y person other than the Committee
make any of the determinations set forth in

Section 4.5, 11.11 or Section 11.12 of this Plar{(C) any person take any action that the Committeks the authority to take hereunder.

4. SHARES SUBJECT TO THIS PLAN. The shares of ComiStock with respect to which Incentives may bentgd under this Plan shall
be subject to the following:

4.1 TYPE OF COMMON STOCK. The shares of Common Steith respect to which Incentives may be grantedeu this Plan may be
currently authorized but unissued shares or stangently held or subsequently acquired by the Camypas treasury shares, including shares
purchased in the open market or in private traisast

4.2 MAXIMUM NUMBER OF SHARES. Subject to the othgmovisions of this Section 4, the maximum numbesiwres of Common Stock
that may be delivered to participants and theirefieraries under this Plan shall be 4,000,000 shafeCommon Stock.

4.3 SHARE COUNTING. To the extent any shares of @mm Stock covered by an Incentive are not delivéoeslparticipant or beneficiary
because the Incentive is forfeited or canceleth®ishares of Common Stock are not delivered bedhesincentive is paid or settled in cash,
such shares shall not be deemed to have beenmelif@ purposes of determining the maximum nundfeshares of Common Stock
available for delivery under Section 4.2 or 4.4{t}his Plan. In the event that shares of CommaeiSare issued as Incentives and thereafter
are forfeited or reacquired by the Company purst@rights reserved upon issuance thereof, sudbifed and reacquired Shares may again
be issued under this Plan. All shares to whicloaksappreciation right relates (not only the netrek) shall be counted against the shares
issuable through the Plan, except as otherwisegedwabove.

4.4 LIMITATIONS ON NUMBER OF SHARES. Subject to Sien 4.5, the following additional limitations aimaposed under this Plan:

(a) The maximum number of shares of Common Stoakrttay be issued upon exercise of stock optioesided to qualify as incentive stock
options under Section 422 of the Code shall be®}0lD shares.
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(b) The maximum number of shares of Common Stoakrtitay be covered by Incentives granted undePais to any one individual during
any one calendar-year period shall be 600,000.

(c) The maximum number of shares of Common Stoakriay be issued as restricted stock, restricteak stnits, or Other Stock-Based
Awards (as defined below) shall be 2,000,000 sh&esh Incentives shall be subject to the minimesting periods provided herein, with
respect to restricted stock, restricted stock wanits Other Stock-Based Awards, except that restristock, restricted stock units and Other
Stock-Based Awards with respect to an aggrega2®@{000 shares of Common Stock may be granted wtitmmpliance with the minimum
vesting periods provided in Sections 6.2, 7.2 a@d 9

(d) If, after shares have been earned under amtineethe delivery is deferred, any additionalrglsaattributable to dividends paid during the
deferral period shall be disregarded for purpos$elkenlimitations of this Section 4.

4.5 ADJUSTMENT.

(a) In the event of any recapitalization, reclasatfon, stock dividend, stock split, combinatidrsbares or other change in the Common
Stock, all limitations on numbers of shares of Camrtock provided in this Section 4 and the nundfahares of Common Stock subject to
outstanding Incentives shall be equitably adjustgatoportion to the change in outstanding shaf€3ommon Stock. In addition, in the event
of any such change in the Common Stock, the Coraengthall make any other adjustment that it detegsiia be equitable, including
adjustments to the exercise price of any optiotherase price of any stock appreciation rightamgdper share performance objectives ol
Incentive in order to provide participants with $@me relative rights before and after such adjaistm

(b) If the Company merges, consolidates, sellsfdltlk assets or dissolves and such transactinotia Change of Control, as defined in
Section 11.12 (each of the foregoing a "FundameZhainge"), then thereafter upon any exercise ooytayf an Incentive theretofore granted
the participant shall be entitled to receive (i)iéu of shares of Common Stock previously issudideeunder, the number and class of shares
of stock and securities to which the participantlgldhave been entitled pursuant to the terms oftirelamental Change if, immediately pi

to such Fundamental Change, the participant had theeholder of record of the number of sharesah@on Stock subject to such Incentive
or

(i) in lieu of payments based upon Common Stoavjmusly payable thereunder, payments based ofoamyla that the Committee
determines to be equitable in order to provideigipeints with substantially equivalent rights befand after the Fundamental Change. In the
event any such Fundamental Change causes a chatigeautstanding Common Stock, the aggregate nuaitshares available under the
Plan may be appropriately
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adjusted by the Committee in its sole discretiohoge determination shall be conclusive.

5. STOCK OPTIONS. The Committee may grant incensiiaek options (as such term is defined in Secti2d of the Code) or non-qualified
stock options. Any option that is designated asraaqualified stock option shall not be treated ménaentive stock option. Each stock option
granted by the Committee under this Plan shalligest to the following terms and conditions:

5.1 PRICE. The exercise price per share shall bmmed by the Committee, subject to adjustmedeuisection 4.5; provided that in no
event shall the exercise price be less than theMraiket Value (as defined below) of a share of @mn Stock on the date of grant, except in
the case of a stock option granted in assumptiar of substitution for an outstanding award obanpany acquired by the Company or with
which the Company combines.

5.2 NUMBER. The number of shares of Common Stodkesu to the option shall be determined by the Cdier subject to the limitations
and adjustments provided in Section 4 hereof.

5.3 DURATION AND TIME FOR EXERCISE. Subject to darltermination as provided in Sections 11.4 and4,1the term of each stock
option shall be determined by the Committee, bug mat exceed ten years. Each stock option shatibecexercisable at such time or times
during its term as shall be determined by the Cadtesi The Committee may accelerate the exercigabiliany stock option at any time.

5.4 CONDITIONS TO EXERCISE. The Committee may,tsdiscretion, provide that a stock option canrtkercised unless one or more
performance goals are achieved, including any adetspecified in
Section 10.

5.5 MANNER OF EXERCISE.

(a) A stock option may be exercised, in whole ogpant, by giving written notice to the Company, @fgéng the number of shares of Comir
Stock to be purchased. The exercise notice shatbempanied by tender of the full purchase prcesdich shares, which may be paid or
satisfied by (i) cash; (ii) check; (iii) deliveryf shares of Common Stock, which shares shall beeddfor this purpose at the Fair Market
Value on the business day immediately precedinglétte such option is exercised and, unless othemiatermined by the Committee, shall
have been held by the optionee for at least sixthsoiiiv) delivery of irrevocable written instruatis to a broker approved by the Company
(with a copy to the Company) to immediately sghloation of the shares issuable under the optiontawmi@liver promptly to the Company the
amount of sale proceeds (or loan proceeds if thkdsrends funds to the participant for deliverytie Company) to pay the exercise price
in such other manner as may be authorized from tintiene by the Committee; or (vi) any combinatwfrthe
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preceding, equal in value to the full amount of éixercise price; provided that all such paymenidl ke made or denominated in United
States dollars.

(b) Notice under the preceding paragraph may bigated by telecopy, electronic mail or any simflam of transmission, provided that the
exercise price of such shares is received by thepgaay via wire transfer or other means on or beffoeeday such transmission is received by
the Company. The notice shall specify the mannertich the certificates for such shares are toddwered.

(c) An option to purchase shares of Common Sto@caordance with this Plan shall be deemed to haee exercised immediately prior to
the close of business on the first business datehich the Company has received both (i) writtetiagoof such exercise and (ii) payment in
full of the exercise price for the number of shdmeavhich options are being exercised.

(d) In the case of delivery of an uncertified chewl shares shall be issued until the check has fbaie in full.
(e) Prior to the issuance of shares of Common Sipck the exercise of a stock option, a particigdiall have no rights as a shareholder.

5.6 REPRICING. Except for adjustments pursuantectiSn 4.5 or actions permitted to be taken byGbenmittee under Section 11.12(c) in
the event of a Change of Control, unless approyettid shareholders of the Company, (a) the exeprise for any outstanding option
granted under this Plan may not be decreasedthéetate of grant and (b) an outstanding optiohltha been granted under this Plan may
not, as of any date that such option has an exeprise that is greater than the then currentMaiket Value of a share of Common Stock
surrendered to the Company as consideration fahamyof value, including the grant of a new optigith a lower exercise price, another
Incentive, a cash payment or Common Stock.

5.7 INCENTIVE STOCK OPTIONS. Notwithstanding anytgiin this Plan to the contrary, the following adutial provisions shall apply to
the grant of stock options that are intended tdifyuas incentive stock options.

(a) Any incentive stock option authorized undes thian shall contain such other provisions as tham@ittee shall deem advisable, but shall
in all events be consistent with and contain odéemed to contain all provisions required in otdegualify the options as incentive stock
options;

(b) All incentive stock options must be grantedniitten years from the date on which this Plan adpted by the Board of Directors;

(c) No incentive stock option shall be grantedrig participant who, at the time such option is ¢ggdnwould own (within the meaning of
Section 422 of the Code) stock possessing moreltb@mof the total combined voting power
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of all classes of stock of the corporation that kg such participant or its parent or subsidiasgporation; and

(d) The aggregate Fair Market Value (determinedh waspect to each incentive stock option as ofithe such incentive stock option is
granted) of the Common Stock with respect to windentive stock options are exercisable for thet fime by a participant during any
calendar year (under this Plan or any other plah®Company) shall not exceed $100,000. To thengxhat such limitation is exceeded,
such options shall not be treated, for federalnmedax purposes, as incentive stock options.

6. RESTRICTED STOCK.

6.1 GRANT OF RESTRICTED STOCK. An award of reskitistock may be subject to the attainment of sigelcfferformance goals or
targets, restrictions on transfer, forfeitabilityppisions and such other terms and conditions a€tmmittee may determine, subject to the
provisions of this Plan. To the extent restrictimtk is intended to qualify as "performance-basmmensation” under Section 162(m), it
must be granted subject to the attainment of perdoice goals as described in Section 10 and meatthifonal requirements by imposed by
Section 162(m).

6.2 RESTRICTED PERIOD. At the time an award ofniettd stock is made, the Committee shall estalalipkriod of time during which the
transfer of the shares of restricted stock shafels&ricted (the "Restricted Period"). Each awdrstricted stock may have a different
Restricted Period. Except as provided in Sectidfcl, a Restricted Period of at least three yearsquired, except that if vesting of the sh

is subject to the attainment of specified perforaeagoals, the Restricted Period may be one yeawooe. Incremental periodic vesting of
portions of the award during the Restricted Peisgaermitted. Unless otherwise provided in the iz Agreement, the Committee may in
its discretion declare the Restricted Period teateid upon a participant's death, disability, reteat or other termination by the Company
permit the sale or transfer of the restricted stdtle expiration of the Restricted Period shalbascur as provided under Section 11.12 upon
a Change of Control of the Company.

6.3 ESCROW. The participant receiving restrictextistshall enter into an Incentive Agreement with @ompany setting forth the conditions
of the grant. Certificates representing sharegsificted stock shall be registered in the nanteeparticipant and deposited with the
Company, together with a stock power endorsedanibby the participant. Each such certificate shedlr a legend in substantially the
following form:

The transferability of this certificate and the @saof Common Stock represented by it is subjettiederms and conditions (including
conditions of forfeiture) contained in the Centuey;Tinc. 2005 Management Incentive Compensation Rle "Plan”) and an agreement
entered into between the registered owner and Gérel Inc.
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thereunder. Copies of this Plan and the agreemerdrafile and available for inspection at the pifal office of the Company.

6.4 DIVIDENDS ON RESTRICTED STOCK. Any and all caashd stock dividends paid with respect to the shafeestricted stock shall be
subject to any restrictions on transfer, forfeiibprovisions or reinvestment requirements asGoenmittee may, in its discretion, prescribe
in the Incentive Agreement.

6.5 FORFEITURE. In the event of the forfeiture afy@hares of restricted stock under the terms gealin the Incentive Agreement
(including any additional shares of restricted ktthat may result from the reinvestment of cashstodk dividends, if so provided in the
Incentive Agreement), such forfeited shares steBlrrendered and the certificates cancelled. @hticipants shall have the same rights and
privileges, and be subject to the same forfeitwowigions, with respect to any additional sharegireed pursuant to Section 4.5 due to a
recapitalization, stock split or other change ipitization described therein.

6.6 EXPIRATION OF RESTRICTED PERIOD. Upon the empion or termination of the Restricted Period dmelsatisfaction of any other
conditions prescribed by the applicable Incentigge®ment or at such earlier time as provided f@antion 6.2, the restrictions applicable to
the restricted stock shall lapse and a stock @té for the number of shares of restricted stoitk respect to which the restrictions have
lapsed shall be delivered, free of all such retstris and legends other than those required byttathe participant or the participant's estate,
as the case may be.

6.7 RIGHTS AS A SHAREHOLDER. Subject to the redtans imposed under the terms and conditions sffffén and subject to any other
restrictions that may be imposed in the Incentigge®ment, each participant receiving restrictedksghall have all the rights of a shareho
with respect to shares of Common Stock during amog in which such shares are subject to forfeiand restrictions on transfer, including
the right to vote such shares.

7. RESTRICTED STOCK UNITS.

7.1 GRANT OF RESTRICTED STOCK UNITS. A restricteddck unit, or RSU, represents the right to recé&igen the Company on the
scheduled vesting date or other specified paymatet fdr such RSU, one share of Common Stock. Anmcgefrestricted stock units may be
subject to the attainment of specified performagaals or targets, forfeitability provisions and lswther terms and conditions as the
Committee may determine, subject to the provisifrthis Plan. To the extent an award of restrictetk units is intended to qualify as
"performance-based compensation” under Sectiomi2(must be granted subject to the attainmemesformance goals as described in
Section 10 and meet the additional requirement®gag by Section 162(m).

7.2 VESTING PERIOD. At the time an award of reg#&@tstock units is made, the Committee shall eistall period of time during which tl
restricted stock units shall vest (the "Vestingi®#1). Each award of restricted stock units mayehav
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different Vesting Period. Except as provided inti®er4.4(c), a Vesting Period of at least threergéarequired, except that if vesting of the
RSUs is subject to the attainment of specifiedqrernce goals, the Vesting Period may be one ye@aoee. Incremental periodic vesting of
portions of the award during the Vesting Periodasmitted. The acceleration of the expiration @& Yesting Period shall occur as provided
under Section 11.12(b) upon a Change of Contrti®@Company and may also occur as provided unds#io8el1.4 in the event of
termination of employment under the circumstanaesiged in the Incentive Agreement.

7.3 DIVIDEND EQUIVALENT ACCOUNTS. Subject to thertas and conditions of this Plan and the applicétidentive Agreement, as w
as any procedures established by the Committes, forthe expiration of the applicable Vesting Bérof an RSU granted to a participant
hereunder, the Company shall establish an accoutité participant and deposit into that accougtsaturities, cash or other property
comprising any dividend or property distributiortlwiespect to the shares of Common Stock underlyiadRSU. The participant shall have
no rights to the amounts or other property in samtount until the applicable RSU vests.

7.4 RIGHTS AS A SHAREHOLDER. Each participant reteg restricted stock units shall have no righta.ahareholder with respect to
such restricted stock units until such time aseshaf Common Stock are issued to the participant.

8. STOCK-SETTLED STOCK APPRECIATION RIGHTS.

8.1 GRANT OF STOCK-SETTLED STOCK APPRECIATION RIGBSTA stock-settled stock appreciation right, or SAfa right to
receive, without payment to the Company, a numbshares of Common Stock, the number of which temigined pursuant to the formula
set forth in Section

8.5. Each SAR granted by the Committee under the $hall be subject to the terms and conditionsigeal in this Section 8:

8.2 NUMBER. Each SAR granted to any participantlgietate to such number of shares of Common Sasckhall be determined by the
Committee, subject to adjustment as provided ini&ed.5.

8.3 DURATION. The term of each SAR shall be deterdi by the Committee, but shall not exceed a maxitaum of 10 years. The
Committee may in its discretion accelerate the @gability of any SAR at any time in its discretion

8.4 EXERCISE. A SAR may be exercised, in wholengpart, by giving written notice to the Companyeaifying the number of SARs which
the holder wishes to exercise. The date that thepg2ay receives such written notice shall be refetoeherein as the "Exercise Date." The
Company shall, within 30 days of an Exercise Dd#diver to the exercising holder certificates floe shares of Common Stock to which the
holder is entitled pursuant to Section 8.5

8.5 PAYMENT. The number of shares of Common Stoblctv shall be issuable upon the exercise of a Sl be determined by dividing:
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(a) the number of shares of Common Stock as tolwthie SAR is exercised, multiplied by the amounthefappreciation in each such share
(for this purpose, the "appreciation" shall beahgount by which the Fair Market Value of the Comnftack subject to the SAR on the
business day preceding the Exercise Date exceed8#se Price,” which is an amount, not less tharFair Market Value of a share of
Common Stock on the date of grant, which shalldternined by the Committee at the time of grarthjextt to adjustment under Section 4

by
(b) the Fair Market Value of a share of Common Btmt the Exercise Date.

8.6 NO FRACTIONAL SHARES. No fractional shares aifimon Stock shall be issued upon the exerciseS#Ru. In lieu thereof, the
holder of a SAR shall be entitled to purchase thign necessary to make a whole share at itsNraiiket Value on the Exercise Date.

8.7 REPRICING. Except for adjustments pursuantectiSn 4.5 or actions permitted to be taken byGbenmittee under Section 11.12(c) in
the event of a Change of Control, unless approyettid shareholders of the Company, (a) the Base R any outstanding SAR granted
under this Plan may not be decreased after theofigtent and (b) an outstanding SAR that has lgeented under this Plan may not, as of
any date that such SAR has a per share Base RaCis fgreater than the then current Fair Markdt®'af a share of Common Stock, be
surrendered to the Company as consideration fahamgyof value, including the grant of a new SARwa lower Base Price, another
Incentive, a cash payment or Common Stock.

9. OTHER STOCK-BASED AWARDS.

9.1 GRANT OF OTHER STOCK-BASED AWARDS. Subject keetlimitations described in Section 9.2 hereof,Gloenmittee may grant to
eligible participants "Other Stock-Based Awardstiioh shall consist of awards, other than optioastricted stock, restricted stock units or
SARs provided for in Sections 5 through 8, the galfiwhich is based in whole or in part on the eadfishares of Common Stock. Other
Stock-Based Awards may be awards of shares of Can8tuck or may be denominated or payable in, valuechole or in part by reference
to, or otherwise based on or related to, sharesr@ppreciation in the value of, Common Stockl(iding securities convertible or
exchangeable into or exercisable for shares of Cam@&tock), as deemed by the Committee consistehttiié purposes of this Plan. The
Committee shall determine the terms and conditafray Other Stock-Based Award (including whichhtigyof a shareholder, if any, the
recipient shall have with respect to Common Stasoaiated with any such award) and may providesihelt award is payable in whole or in
part in cash. An Other Stock-Based Award may béestibo the attainment of such specified perforneagaals or targets as the Committee
may determine, subject to the provisions of thenPTTo the extent that an Other Stock-Based Avandténded to qualify as "performance-
based compensation" under Section 162(m), it maigirnted subject to
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the attainment of performance goals as describ&gation 10 and meet the additional requiremenp®gad by Section 162(m).

9.2 VESTING TERMS. Except as otherwise provide&attion 4.4(c), other Stock-Based Awards grantetbuthis Section 9 shall be
subject to a vesting period of at least three yaasept that if vesting of the award is subjedhattainment of specified performance goals,
a minimum vesting period of one year is allowedrémental periodic vesting of portions of the awawdr the required vesting period is
permitted.

10. SECTION 162(m) AWARDS. To the extent that skarkrestricted stock, restricted stock units dnedtStock-Based Awards granted
under the Plan are intended to qualify as "perfoxeeabased compensation” under Section 162(m),aktng, grant or payment of such
awards shall be conditioned on the achievemenhefa more performance goals and must satisfytther oequirements of Section 162(m).
The performance goals pursuant to which such awsrdl vest, be granted or be paid out shall becaraycombination of the following
performance measures applied to the Company ooom®re of its divisions, subsidiaries or linesabiness: return on equity, cash flow,
assets or investment; shareholder return; chamgevénues, operating income, cash flow, cash geavby operating activities, earnings or
earnings per share; customer growth; customeffaetiisn or an economic value added measure. THerpgnce goals may be subject to
such adjustments as are specified in advance b@dhanittee, including adjustments made pursuantriiten guidelines that are approvec
confirmed in advance by the Committee. For anygrerince period, the performance objectives may émsored on an absolute basis or
relative to a group of peer companies selectedhéyClommittee, relative to internal goals or indpsenchmarks, or relative to levels attained
in prior years.

11. GENERAL.

11.1 DURATION. No Incentives may be granted undierPlan later than May 1, 2015; provided, howetlext, Incentives granted prior to
such date shall remain in effect until (i) all suobentives granted under this Plan have eithen saéisfied by the issuance of shares of
Common Stock or the payment of cash or been tetednander the terms of this Plan or the applicaidentive Agreement and (ii) all
restrictions imposed on shares of Common Stoclkmmection with their issuance under this Plan Hapsed.

11.2 TRANSFERABILITY OF INCENTIVES. (a) No Incentwgranted hereunder may be transferred, pledgsignesl or otherwise
encumbered by the holder thereof except:

(i) by will;
(i) by the laws of descent and distribution; or
(iii) pursuant to a domestic relations order, afénéel in the Code; or
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(iv) in the case of stock options only, if permittey the Committee and so provided in the Incenfigeeement, (A) to Immediate Family
Members (as defined below), (B) to a partnershiwhich the participant and/or Immediate Family Mer#) or entities in which the
participant and/or Immediate Family Members arestle owners, members or beneficiaries, as apa@piare the sole partners, (C) to a
limited liability company in which the participaahd/or Immediate Family Members, or entities inaitthe participant and/or Immediate
Family Members are the sole owners, members orficearées, as appropriate, are the sole memberé)pto a trust for the sole benefit of
participant and/or Immediate Family Members. "Imm&zlFamily Members" means the spouse and natuedapted children or
grandchildren of the participant and their respecsipouses. To the extent that an incentive stptikrois permitted to be transferred during
the lifetime of the participant, it shall be trehtbereafter as a non-qualified stock option.

(b) No such transfer of any Incentive under panalgi@) shall be effective to bind the Company untbe Company shall have been furnis
with written notice thereof and a copy of such evice as the Committee may deem necessary to ehttmi validity of the transfer and the
acceptance by the transferee or transferees ¢éthns and conditions of this Plan and the apple#intentive Agreement.

(c) Any attempted assignment, transfer, pledgeothgration or other disposition of an Incentivelemy of attachment or similar process
upon the Incentive not specifically permitted heyaiall be null and void and without effect.

11.3 DIVIDEND EQUIVALENTS. In the sole and compladiscretion of the Committee, an Incentive may pdevhe holder thereof with
dividends or dividend equivalents, payable in caslares, other securities or other property orri@ntior deferred basis.

11.4 EFFECT OF TERMINATION OF EMPLOYMENT OR DEATH the event that a participant ceases to be aroge of the Compat
for any reason, including death, disability, eadtirement or normal retirement, any outstandirgghtives then held by such participant may
be exercised, may vest or may expire at such ton@ssuch manner as is set forth in the Incentigeeement. In its discretion, the
Committee may resolve any questions under this ®amy Incentive Agreement as to whether and where has been a termination of
employment and the cause or nature of such terimmat

11.5 ADDITIONAL CONDITIONS. Anything in this Plarotthe contrary notwithstanding:

(a) the Company may, if it shall determine it nesegg or desirable for any reason, at the time @frdwef any Incentive or the issuance of any
shares of
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Common Stock pursuant to any Incentive, requiradlegient of the Incentive, as a condition to theeipt thereof or to the receipt of shares
of Common Stock issued pursuant thereto, to detivéine Company a written representation of presgeantion to acquire the Incentive or
the shares of Common Stock issued pursuant thimetds own account for investment and not forritisttion; and

(b) if at any time the Company further determiriasts sole discretion, that the listing, regisitvator qualification (or any updating of any
such document) of any Incentive or the shares ofitBon Stock issuable pursuant thereto is necessaayy securities exchange or under
federal or state securities or blue sky law, ot tha consent or approval of any governmental @#guy body is necessary or desirable as a
condition of, or in connection with the award of/dncentive, the issuance of shares of Common Sptockuant thereto, or the removal of i
restrictions imposed on such shares, such Inceshiat not be awarded or such shares of CommorkStwall not be issued or such
restrictions shall not be removed, as the caselmain whole or in part, unless such listing, reegison, qualification, consent or approval
shall have been effected or obtained free of amgitions not acceptable to the Company.

11.6 INCENTIVE AGREEMENTS. An Incentive under thitan shall be subject to such terms and conditiooisinconsistent with this Plan,
as the Committee may, in its sole discretion, piksand set forth in the Incentive Agreement. Siecs and conditions may provide for the
forfeiture of an Incentive or the gain associatéith\@n Incentive under certain circumstances tedidorth in the Incentive Agreement,
including if the participant competes with the Canmp or engages in other activities that are hartoftthe Company. In connection with all
grants of Incentives under this Plan, the Commites| authorize and approve a form of Incentivesg&gnent governing the terms and
conditions of such Incentive that apply to all darly-situated award recipients, and cause the Gompo prepare an individual agreement
with or notice to each award recipient that refldbie actual number of shares of Common Stock iohathe Incentive of such recipient
relates. A copy of such document shall be provideshch such award recipient, and the Committee mayneed not, require that such av
recipient duly execute and deliver to the Compangmy of such document as a condition precedetfiet@ffectiveness of the grant of the
Incentive. Such document is referred to in thisiRila an "Incentive Agreement" regardless of whedhgarticipant's signature is required.

11.7 WITHHOLDING.

(a) The Company shall have the right to withhotzhfrany payments or stock issuances under this Bfda,collect as a condition of payme
any taxes required by law to be withheld.

(b) If so provided in the applicable Incentive Agmeent, a participant will have the right to satisfy or her withholding tax obligation in
whole or in part by electing (an "Election") to ider currently owned shares of Common Stock oraeehthe Company withhold from the
shares the participant otherwise
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would receive shares of Common Stock having a vetuel to the minimum amount required to be wittihelith the value of the shares to
be delivered or withheld being based on the FairkigliaValue of the Common Stock on the date thattheunt of tax to be withheld is
determined (the "Tax Date"). Each Election mustriaele prior to the Tax Date. Notwithstanding anydhimthe contrary in this Plan or any
Incentive Agreement, the Committee may disapprdeng Election or suspend or terminate the righhtike Elections.

11.8 NO CONTINUED EMPLOYMENT. No participant unddiis Plan shall have any right, because of hiseorparticipation, to continue
the employ of the Company for any period of timémany right to continue his or her present or ater rate of compensation.

11.9 DEFERRAL PERMITTED. Payment of cash or disttibn of any shares of Common Stock to which aigigant is entitled under any
Incentive shall be made as provided in the Incenfigreement. Payment may be deferred at the opfitre participant if provided in the
Incentive Agreement.

11.10 AMENDMENT OR DISCONTINUANCE OF THIS PLAN. THaoard may amend or discontinue this Plan at ang;tprovided,
however, that no such amendment may:

(a) without the approval of the shareholders ngyéase, subject to adjustments permitted hetgnpiaximum number of shares of Common
Stock that may be issued through this Plan, (ijemally increase the benefits accruing to partiaiis under this Plan, (iii) materially expand
the classes of persons eligible to participatdis Plan, (iv) materially expand the types of avgaawlailable for grant under the Plan, (v)
amend Section 11.1 to permit grants of Incentivegtinder later than May 1, 2015, (vi) materiallarge the method of determining the B
price of options or the Base Price of SARs, or) @mnend Section 5.6 or 8.7 to permit repricing mians or SARS, respectively, or

(b) materially impair, without the consent of tleeipient, an Incentive previously granted, exc@@g otherwise provided in
Section 11.16 and (ii) that the Company retainsigliits to take action under Section 11.12 andi¢tude in Incentive Agreements provisions
authorizing the Committee in its discretion to canmvested or unexercisable Incentives.

11.11 DEFINITION OF FAIR MARKET VALUE. Whenever ti&air Market Value" of Common Stock or some othpecified security
must be determined for purposes of this Plan,atl ¢fe determined as follows: (i) if the Common&or other security is listed on an
established stock exchange or any automated qotsystem that provides sale quotations, the djosdtte price for a share thereof on such
exchange or quotation system on the applicableataféshares are not traded on such day, on ¢lépreceding trading date, (ii) if the
Common Stock or other security is not listed on exghange or quotation system, but bid and askiedspare quoted and published, the
mean between the quoted bid and asked prices aptilieable date or, if bid and asked prices ateamailable on such day, on the next
preceding day on which such prices were
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available; and (iii) if the Common Stock or othecsrity is not regularly quoted, the fair markelueaof a share thereof on the applicable date
as established by the Committee in good faith.

11.12 CHANGE OF CONTROL.
(a) Unless otherwise provided in the Incentive Agnent, a Change of Control shall mean:

(i) the acquisition by any person of beneficial @nghip of 30% or more of the outstanding shargh@fCommon Stock or 30% or more of
combined voting power of CenturyTel's then outstagdecurities entitled to vote generally in thecéibn of directors; provided, however,
that for purposes of this subsection (i), the follng acquisitions shall not constitute a Chang€aoitrol:

(A) any acquisition (other than a Business Comlmatas defined below) which constitutes a Charfgéamtrol under Section 11.12(a)(iii)
hereof) of Common Stock directly from the Company,

(B) any acquisition of Common Stock by the Company,

(C) any acquisition of Common Stock by any emplolgeeefit plan (or related trust) sponsored or naaied by the Company or any
corporation controlled by the Company, or

(D) any acquisition of Common Stock by any corpoerpursuant to a Business Combination that doesatstitute a Change of Control
under Section 11.12(a)(iii) hereof; or

(i) individuals who, as of January 1, 2005, cowséd the Board of Directors of CenturyTel (thecimbent Board") cease for any reason to
constitute at least a majority of the Board of Diogs; provided, however, that any individual beawya director subsequent to such date
whose election, or nomination for election by Ceyifiel's shareholders, was approved by a vote lefaat two-thirds of the directors then
comprising the Incumbent Board shall be considaretember of the Incumbent Board, unless such iddalis initial assumption of office
occurs as a result of an actual or threatenedi@tectntest with respect to the election or remafalirectors or other actual or threatened
solicitation of proxies or consents by or on belv&l& person other than the Incumbent Board; or

(iii) consummation of a reorganization, share exgfga merger or consolidation (including any suesaction involving any direct or indir
subsidiary of CenturyTel) or sale or other disposibf all or
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substantially all of the assets of the CompanyB(asiness Combination"); provided, however, thatarsuch case shall any such transaction
constitute a Change of Control if immediately faling such Business Combination:

(A) the individuals and entities who were the béiaf owners of CenturyTel's outstanding CommorcBtand CenturyTel's voting securities
entitled to vote generally in the election of diges immediately prior to such Business Combinatiawe direct or indirect beneficial
ownership, respectively, of more than 50% of trenthutstanding shares of common stock, and more50% of the combined voting power
of the then outstanding voting securities entitedote generally in the election of directorstod surviving or successor corporation, or, if
applicable, the ultimate parent company therea {Post-Transaction Corporation"), and

(B) except to the extent that such ownership ediptéor to the Business Combination, no personl(ehieg the Post-Transaction Corporation
and any employee benefit plan or related trusitbee CenturyTel, the Post-Transaction Corporatiany subsidiary of either corporation)
beneficially owns, directly or indirectly, 20% orone of the then outstanding shares of common sibtke corporation resulting from such
Business Combination or 20% or more of the combirsihg power of the then outstanding voting sd@siof such corporation, and

(C) at least a majority of the members of the badrdirectors of the Post-Transaction Corporati@revmembers of the Incumbent Board at
the time of the execution of the initial agreementof the action of the Board of Directors, pramigifor such Business Combination; or

(iv) approval by the shareholders of CenturyTeh @omplete liquidation or dissolution of CenturyTel

For purposes of this Section 11.12, the term "p®rsball mean a natural person or entity, and siistl mean the group or syndicate created
when two or more persons act as a syndicate or gtbep (including a partnership or limited parstep) for the purpose of acquiring,
holding, or disposing of a security, except thar§on" shall not include an underwriter temporanityding a security pursuant to an offering
of the security.

(b) Upon a Change of Control of the type describetlause
(a)(i) or (a)(ii) of this Section 11.12 or upon téeproval by the Board of Directors of CenturyTeany Change of Control of the type
described in clause (a)(iii) or (a)(iv) of this #en 11.12, all outstanding Incentives granted pant to this
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Plan shall automatically become fully vested anereisable, all restrictions or limitations on amgéntives shall automatically lapse and,
unless otherwise provided in the Incentive Agreeimalhperformance criteria and other conditioniating to the payment of Incentives shall
be deemed to be achieved at the target level witth@unecessity of action by any person.

(c) No later than 30 days after a Change of Comtirtthe type described in subsections (a)(i) ofiifaf this Section 11.12 and no later thar
days after the approval by the Board of a Chandeawitrol of the type described in subsections i(a(

(a)(iv) of this Section 11.12, the Committee, agtim its sole discretion without the consent orrappl of any participant (and
notwithstanding any removal or attempted removalashe or all of the members thereof as directoSammittee members), may act to
effect one or more of the alternatives listed belaich may vary among individual participants avtich may vary among Incentives held
by any individual participant; provided, howevérat no such action may be taken if it would resuthe imposition of a penalty on the
participant under Section 409A of the Code as altrésereof:

(i) require that all outstanding options, SARs dh& Stock-Based Awards be exercised on or befspeaified date (before or after such
Change of Control) fixed by the Committee, afteiichtspecified date all unexercised options, SARs@ther Stock-Based Awards and all
rights of participants thereunder shall terminate,

(i) make such equitable adjustments to Incenttiies outstanding as the Committee deems appropoiaéflect such Change of Control and
provide participants with substantially equivaleghts before and after such Change of Control\joex], however, that the Committee may
determine in its sole discretion that no adjustnieniecessary),

(iii) provide for mandatory conversion or exchamdeome or all of the outstanding options, SARs{rieted stock units or Other Sto8lasec
Awards held by some or all participants as of &dag¢fore or after such Change of Control, spetifie the Committee, in which event such
Incentives shall be deemed automatically cancalietithe Company shall pay, or cause to be paihatb such participant an amount of cash
per share equal to the excess, if any, of the Ghah@ontrol Value of the shares subject to sudibopSAR, restricted stock unit or Other
Stock-Based Award, as defined and calculated bedeer, the per share exercise price or base prisaedaf Incentive or, in lieu of such cash
payment, the issuance of Common Stock or secuafias acquiring entity having a Fair Market Vakgpal to such excess, or

(iv) provide that thereafter, upon any exercispayment of an Incentive that entitles the holdeeteive Common Stock, the holder shall be
entitled to purchase or receive under such Incentivlieu of the
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number of shares of Common Stock then covered bly Bicentive, the number and class of shares oksipother securities or property
(including cash) to which the holder would haverbeatitled pursuant to the terms of the agreemeniging for the reorganization, share
exchange, merger, consolidation or asset saierifiediately prior to such Change of Control, th&kbohad been the record owner of the
number of shares of Common Stock then covered tly Bicentive.

(d) For the purposes of conversions or exchangdsryraeragraph
(iii) of Section 11.12(c), the "Change of ContralMe" shall equal the amount determined by whichefiéhe following items is applicable:

(i) the per share price to be paid to holders ah@wn Stock in any such merger, consolidation oemothorganization,
(i) the price per share offered to holders of Camnnstock in any tender offer or exchange offer whgra Change of Control takes place, or

(iii) in all other events, the fair market valueashare of Common Stock, as determined by the Geenas of the time determined by the
Committee to be immediately prior to the effectivee of the conversion or exchange.

(e) In the event that the consideration offeredhtareholders of CenturyTel in any transaction dlesdrin this Section 11.12 consists of
anything other than cash, the Committee shall deter the fair cash equivalent of the portion of teasideration offered that is other than
cash.

11.13 REPURCHASE. Upon approval of the Committee,Gompany may repurchase all or a portion of gipusly granted Incentive from
a participant by mutual agreement by payment t#récipant of cash or Common Stock or a combamathereof with a value equal to the
value of the Incentive determined in good faithtiy Committee; provided, however, that in no ewelitthis section be construed to grant
the Committee the power to take any action in tiotaof Section 5.6 or 8.7.

11.14 LIABILITY.

(a) Neither CenturyTel, its affiliates or any oéthrespective directors or officers shall be lgatd any participant relating to the participant's
failure to (i) realize any anticipated benefit unda Incentive due to the failure to satisfy anglegable conditions to vesting, payment or
settlement, including the failure to attain perfame goals or to satisfy the conditions specifie8eéction 11.5 or (ii) realize any anticipated
tax benefit or consequence due to changes in apdidaw, the particular circumstances of the pgxdint, or any other reason.

(b) No member of the Committee (or officer of thenipany exercising delegated authority of the Cotemitinder Section 3 thereof) will be
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liable for any action or determination made in gdéaith with respect to this Plan or any Incentive.
11.15 INTERPRETATION.

(a) Unless the context otherwise requires, (ijefltrences to Sections are to Sections of this, Biathe term "including" means including
without limitation, (iii) all references to any pular Incentive Agreement shall be deemed touidelany amendments thereto or restater
thereof, and (iv) all references to any particskatute shall be deemed to include any amendnesigtement or re-enactment thereof or any
statute or regulation substituted therefore.

(b) The titles and subtitles used in this Planror Encentive Agreement are used for conveniencg andl are not to be considered in
construing or interpreting this Plan or the IncemtAgreement.

(c) All pronouns contained in this Plan or any Imiee Agreement, and any variations thereof, dhaltleemed to refer to the masculine,
feminine or neutral, singular or plural, as theniities of the parties may require.

(d) Whenever any provision of this Plan authorittesCommittee to take action or make determinatwitis respect to outstanding Incentives
that have been granted or awarded by the chiefutivefficer of CenturyTel under Section 3(i) hefieeach such reference to "Committee”
shall be deemed to include a reference to anyesffi€ the Company that has delegated administratitieority under Section 3(ii) of this Pl
(subject to the limitations of such section).

11.16 COMPLIANCE WITH SECTION 409A. It is the inteof the Company that this Plan comply with theuiegments of Section 409A of
the Code with respect to any Incentives that carstnon-qualified deferred compensation under

Section 409A and the Company intends to operatldn®in compliance with

Section 409A and the Department of Treasury's gutiea@r regulations promulgated thereunder. If the@ittee grants any Incentives or
takes any other action that would, either immedijate upon vesting or payment of the Incentive dwextently result in the imposition of a
penalty on a participant under Section 409A ofGloele, then the Company, in its discretion, mayhémaximum extent permitted by law,
unilaterally rescind ab initio, sever, amend orestise modify the grant or action (or any provisa@frthe Incentive) in such manner neces:
for the penalty to be inapplicable or reduced.

kkkkkhkkh*k k%
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CERTIFICATION

The undersigned Secretary of CenturyTel, Inc. heoetifies that the foregoing CenturyTel, Inc. 80danagement Incentive Compensation
Plan was (i) recommended to the Board of DireabdiGenturyTel, Inc. (the "Board") by its CompensatCommittee at a meeting of the
Compensation Committee duly held on February 1@52(i) adopted by the Board at a meeting dulyhe February 22, 2005, and (jii)

approved by the requisite affirmative vote of thargholders of CenturyTel, Inc. at its 2005 Anridakting of Shareholders held on May 12,
2005.

[Signature Block Intentionally Omitted]
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APPENDIX B
TO PROXY STATEMENT

CENTURYTEL, INC.
2005 DIRECTORS STOCK PLAN

1. PURPOSE. The purpose of the CenturyTel, Inc5Z0@ectors Stock Plan (the "Plan") is to promdie interests of CenturyTel, Inc.
("CenturyTel") and its shareholders by strengthgr@enturyTel's ability to attract, motivate ancametexperienced and qualified directors,
and to encourage the highest level of directorgeréince by providing directors with a variety ofiig incentives (the "Incentives") offering
a proprietary interest in the financial successgnogvth of CenturyTel and its subsidiaries (collesly with CenturyTel, the "Company").
Incentives may consist of options to purchase shafr€enturyTel's common stock, $1.00 par valuespare (the "Common Stock"), stock
appreciation rights, shares of restricted stocitricted stock units or other stock-based awardwv#étue of which is based upon the value of
the Common Stock, all on terms determined undsrRtan. As used in this Plan, the term "subsidiamgans any corporation, limited liabil
company or other entity of which CenturyTel owniecily or indirectly) within the meaning of

Section 424(f) of the Internal Revenue Code of 1@86amended (the "Code"), 50% or more of the tmtalbined voting power of all classes
of stock, membership interests or other equityrests issued thereby.

2. ADMINISTRATION.

2.1 COMPOSITION. This Plan shall be administeredh®/compensation committee of the Board of Dinectd CenturyTel, or by a
subcommittee of the compensation committee. Thentitiee or subcommittee that administers this Phaail $iereinafter be referred to as the
"Committee." The Committee shall consist of notéewhan two members of the Board of Directors, edalihom shall (a) qualify as a "non-
employee director" under Rule 16b-3 under the SgesiExchange Act of 1934 (the "1934 Act"), or augccessor rule, and (b) qualify as an
"outside director" under Section 162(m) of the Cadd the regulations thereunder (collectively, tBac162(m)").

2.2 AUTHORITY. The Committee shall have authoritygrant Incentives under this Plan, to interpret Bian, to establish any rules or
regulations relating to this Plan that it deterrsit@ be appropriate, to enter into agreements aviffrovide notices to participants as to the
terms of the Incentives (the "Incentive Agreemenasid to make any other determination that it belsenecessary or advisable for the proper
administration of this Plan. Its decisions conaegninatters relating to this Plan shall be finahauasive and binding on the Company and
participants.

3. ELIGIBLE PARTICIPANTS. Members of the board dfattors of the Company (the "Board") who are mopyed by CenturyTel or any
of its subsidiaries are eligible to receive Incesti under this Plan when designated by the Conenitte

4. SHARES SUBJECT TO THIS PLAN. The shares of Comi8tock with respect to which Incentives may bentgrd under this Plan shall
be subject to the following:

4.1 TYPE OF COMMON STOCK. The shares of Common [Steith respect to which Incentives may be grantedeu this Plan may be
currently authorized but
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unissued shares or shares currently held or subs#igacquired by the Company as treasury sharelsiding shares purchased in the open
market or in private transactions.

4.2 MAXIMUM NUMBER OF SHARES. Subject to the othgrovisions of this
Section 4, the maximum number of shares of ComntookShat may be delivered to participants andrtbeneficiaries under this Plan shall
be 400,000 shares of Common Stock.

4.3 SHARE COUNTING. To the extent any shares of @mm Stock covered by an Incentive are not delivéoesiparticipant or beneficiary
because the Incentive is forfeited or canceleth@ishares of Common Stock are not delivered bedaesincentive is paid or settled in cash,
such shares shall not be deemed to have beenmelifa purposes of determining the maximum nunufeshares of Common Stock
available for delivery under Section 4.2 or 4.4@dhis Plan. In the event that shares of CommaeiSare issued as Incentives and thereafter
are forfeited or reacquired by the Company purst@rights reserved upon issuance thereof, sudbifed and reacquired Shares may again
be issued under this Plan. All shares to whictoeksappreciation right relates (not only the netrel) shall be counted against the shares
issuable through the Plan, except as otherwiseigedwabove.

4.4 LIMITATIONS ON NUMBER OF SHARES. Subject to Sen 4.5, the following additional limitations amaposed under this Plan:

(&) The maximum number of shares of Common Stoakrttay be issued as restricted stock, restricteak stnits, or Other Stock-Based
Awards (as defined below) shall be 200,000 shares.

(b) If, after shares have been earned under amtivegthe delivery is deferred, any additionalrglsaattributable to dividends paid during the
deferral period shall be disregarded for purpos$elenlimitations of this Section 4.

4.5 ADJUSTMENT.

(@) In the event of any recapitalization, reclasatfon, stock dividend, stock split, combinatidrsbares or other change in the Common
Stock, all limitations on numbers of shares of Camrtock provided in this Section 4 and the nunabahares of Common Stock subject to
outstanding Incentives shall be equitably adjustgatoportion to the change in outstanding shaf€sommon Stock. In addition, in the event
of any such change in the Common Stock, the Coraengthall make any other adjustment that it detezsiia be equitable, including
adjustments to the exercise price of any optiotheibase price of any stock appreciation rightamgdper share performance objectives ol
Incentive in order to provide participants with game relative rights before and after such adjaistm

(b) If the Company merges, consolidates, sellsfats assets or dissolves and such transactinatia Change of Control, as defined in
Section 11.12 (each of the foregoing a "FundameZhainge"), then thereafter upon any exercise ooytayf an Incentive theretofore granted
the participant shall be
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entitled to receive (i) in lieu of shares of Comnftnck previously issuable thereunder, the numberctass of shares of stock and securities
to which the participant would have been entitladspant to the terms of the Fundamental Changmimediately prior to such Fundamental
Change, the participant had been the holder offdeabthe number of shares of Common Stock sultgestich Incentive or (i) in lieu of
payments based upon Common Stock previously paylaé&teunder, payments based on any formula that¢imemittee determines to be
equitable in order to provide participants with stalmtially equivalent rights before and after thimdamental Change. In the event any such
Fundamental Change causes a change in the outgga@dimmon Stock, the aggregate number of shardslaeaunder the Plan may be
appropriately adjusted by the Commiittee in its slideretion, whose determination shall be conckisiv

5. ANNUAL GRANTS. Unless the Committee otherwisdadmines, (i) each member of the Board eligiblesiteive Incentives through this
Plan shall receive an annual grant on the busit@gsollowing CenturyTel's annual meeting of shatdbrs, and (ii) each person who
becomes a member of the Board other than throwgtii@hs at an annual meeting of shareholders amdisvbligible to receive Incentives
under this Plan shall receive a grant of Incentiweshe business day following the date such dégilirector becomes a member of the Bo
The type or types of Incentives to be granted Aedérms of such awards shall be determined bZtmmittee in accordance with this Plan.

6. STOCK OPTIONS. The Committee may grant non-@edlistock options under the Plan. Each stock opgi@anted by the Committee
under this Plan shall be subject to the followiegris and conditions:

6.1 PRICE. The exercise price per share shall brdéned by the Committee, subject to adjustmedeusection 4.5; provided that in no
event shall the exercise price be less than theMraiket Value (as defined below) of a share of @mn Stock on the date of grant, except in
the case of a stock option granted in assumptiar of substitution for an outstanding award obanpany acquired by the Company or with
which the Company combines.

6.2 NUMBER. The number of shares of Common Stodesu to the option shall be determined by the Cder subject to the limitations
and adjustments provided in Section 4 hereof.

6.3 DURATION AND TIME FOR EXERCISE. Subject to darltermination as provided in Sections 11.4 and4,1the term of each stock
option shall be determined by the Committee, bug mat exceed ten years. Each stock option shatibecexercisable at such time or times
during its term as shall be determined by the Cadtesi The Committee may accelerate the exercipabiliany stock option at any time.

6.4 CONDITIONS TO EXERCISE. The Committee may,tgdiscretion, provide that a stock option canmoekercised unless one or more
performance goals are achieved.
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6.5 MANNER OF EXERCISE.

(a) A stock option may be exercised, in whole opaint, by giving written notice to the Company, cfygng the number of shares of Commr
Stock to be purchased. The exercise notice shatbempanied by tender of the full purchase prcesfich shares, which may be paid or
satisfied by (i) cash; (ii) check; (iii) delivery shares of Common Stock, which shares shall beedbfor this purpose at the Fair Market
Value on the business day immediately precedingl#tte such option is exercised and, unless othemdtermined by the Committee, shall
have been held by the optionee for at least sixthsoifiv) delivery of irrevocable written instruetis to a broker (with a copy to the
Company) to immediately sell a portion of the skassuable under the option and to deliver promptiyre Company the amount of sale
proceeds (or loan proceeds if the broker lendsfuadhe participant for delivery to the Comparypay the exercise price; (v) in such other
manner as may be authorized from time to time byGbmmittee; or (vi) any combination of the preogdiequal in value to the full amount
of the exercise price; provided that all such paytsishall be made or denominated in United Staiéiard.

(b) Notice under the preceding paragraph may higeted by telecopy, electronic mail or any similamm of transmission provided that the
exercise price of such shares is received by thegaay via wire transfer or other means on or beffogeday such transmission is received by
the Company. The notice shall specify the mannerhich the certificates for such shares are toddwetred.

(c) An option to purchase shares of Common Sto@coordance with this Plan shall be deemed to haea exercised immediately prior to
the close of business on the first business datghioh the Company has received both (i) writtetiagoof such exercise and (ii) payment in
full of the exercise price for the number of shdmrsvhich options are being exercised.

(d) In the case of delivery of an uncertified chaul shares shall be issued until the check has jbaie in full.
(e) Prior to the issuance of shares of Common Sipck the exercise of a stock option, a particigdiadl have no rights as a shareholder.

6.6 REPRICING. Except for adjustments pursuantectin 4.5 or actions permitted to be taken byGbenmittee under Section 11.12(c) in
the event of a Change of Control, unless approyettid shareholders of the Company, (a) the exeprise for any outstanding option
granted under this Plan may not be decreasedthéeatate of grant and (b) an outstanding optiohtiha been granted under this Plan may
not, as of any date that such option has an exepeise that is greater than the then currentMaiket Value of a share of Common Stock
surrendered to the Company as consideration fahamyof value, including the grant of a new optigith a lower exercise price, another
Incentive, a cash payment or Common Stock.
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7. RESTRICTED STOCK.

7.1 GRANT OF RESTRICTED STOCK. An award of res&itistock may be subject to the attainment of sjgelcferformance goals or
targets, restrictions on transfer, forfeitabilityopisions and such other terms and conditions @aCtmmittee may determine, subject to the
provisions of this Plan.

7.2 RESTRICTED PERIOD. At the time an award ofniestd stock is made, the Committee shall estalalipbriod of time during which the
transfer of the shares of restricted stock shatels&ricted (the "Restricted Period"). Each awdrbstricted stock may have a different
Restricted Period. Unless otherwise provided intitentive Agreement, the Committee may in its dison declare the Restricted Period
terminated upon a participant's death, disabitéyirement or other cessation of Board servicepardhit the sale or transfer of the restricted
stock. The expiration of the Restricted PeriodIskiab occur as provided under Section 11.12 up8hange of Control of the Company.

7.3 ESCROW. The participant receiving restrictextistshall enter into an Incentive Agreement with @ompany setting forth the conditions
of the grant. Certificates representing sharegsificted stock shall be registered in the nanteeparticipant and deposited with the
Company, together with a stock power endorsedankby the participant. Each such certificate shedlr a legend in substantially the
following form:

The transferability of this certificate and the gsaof Common Stock represented by it is subjettiederms and conditions (including
conditions of forfeiture) contained in the Centuey;Tinc. 2005 Directors Stock Plan (the "Plan") andagreement entered into between the
registered owner and CenturyTel, Inc. thereundepi€3 of this Plan and the agreement are on filieaamilable for inspection at the principal
office of the Company.

7.4 DIVIDENDS ON RESTRICTED STOCK. Any and all caashd stock dividends paid with respect to the shafeestricted stock shall be
subject to any restrictions on transfer, forfeiipprovisions or reinvestment requirements asGoenmittee may, in its discretion, prescribe
in the Incentive Agreement.

7.5 FORFEITURE. In the event of the forfeiture af&hares of restricted stock under the terms gealin the Incentive Agreement
(including any additional shares of restricted ktthat may result from the reinvestment of cashstodk dividends, if so provided in the
Incentive Agreement), such forfeited shares steBlrrendered and the certificates cancelled. @hticipants shall have the same rights and
privileges, and be subject to the same forfeitwowigions, with respect to any additional sharegired pursuant to Section 4.5 due to a
recapitalization, stock split or other change ipitaization described therein.

7.6 EXPIRATION OF RESTRICTED PERIOD. Upon the eapion or termination of the Restricted Period dmelgatisfaction of any other
conditions prescribed by the applicable Incentigge®ment or at such earlier time as provided f@ention 7.2, the
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restrictions applicable to the restricted stocKkldapse and a stock certificate for the numbesitdres of restricted stock with respect to which
the restrictions have lapsed shall be deliverex, &f all such restrictions and legends other thase required by law, to the participant or the
participant's estate, as the case may be.

7.7 RIGHTS AS A SHAREHOLDER. Subject to the regtons imposed under the terms and conditions sfftin and subject to any other
restrictions that may be imposed in the Incentigee®ment, each participant receiving restrictedksstall have all the rights of a shareho
with respect to shares of Common Stock during amog in which such shares are subject to forfeiand restrictions on transfer, including
the right to vote such shares.

8. RESTRICTED STOCK UNITS.

8.1 GRANT OF RESTRICTED STOCK UNITS. A restrictedek unit, or RSU, represents the right to recéigen the Company on the
scheduled vesting date or other specified paymatet for such RSU, one share of Common Stock. Ancgefrestricted stock units may be
subject to the attainment of specified performagaals or targets, forfeitability provisions and lswther terms and conditions as the
Committee may determine, subject to the provisuadrthis Plan.

8.2 VESTING PERIOD. At the time an award of reg#&étstock units is made, the Committee shall eistall period of time during which tl
restricted stock units shall vest (the "Vestingi®#1). Each award of restricted stock units mayehauifferent Vesting Period. Unless
otherwise provided in the Incentive Agreement,abeeleration of the expiration of the Vesting Pe&sball occur as provided under Section
11.12(b) upon a Change of Control of the Compamyraay also occur as provided under Section 11tHarevent of termination of service
a director under certain circumstances.

8.3 DIVIDEND EQUIVALENT ACCOUNTS. Subject to thertas and conditions of this Plan and the appliciidentive Agreement, as w
as any procedures established by the Committes, forthe expiration of the applicable Vesting Bérof an RSU granted to a participant
hereunder, the Company shall establish an accoutité participant and deposit into that accougtsaturities, cash or other property
comprising any dividend or property distributiortlwiespect to the shares of Common Stock underlyiadRSU. The participant shall have
no rights to the amounts or other property in saimtount until the applicable RSU vests.

8.4 RIGHTS AS A SHAREHOLDER. Each participant reteg restricted stock units shall have no rightaahareholder with respect to
such restricted stock units until such time aseshaf Common Stock are issued to the participant.

9. STOCK-SETTLED STOCK APPRECIATION RIGHTS.

9.1 GRANT OF STOCK-SETTLED STOCK APPRECIATION RIGBTA stock-settled stock appreciation right, or SARa right to
receive, without payment to the Company, a numbshares of Common Stock, the number of which tereined pursuant to the
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formula set forth in Section 9.5. Each SAR grarigdhe Committee under the Plan shall be subjettteéderms and conditions provided in
this
Section 9.

9.2 NUMBER. Each SAR granted to any participantigietate to such number of shares of Common Sésckhall be determined by the
Committee, subject to adjustment as provided iniGed.5.

9.3 DURATION AND TIME FOR EXERCISE. The term of da8AR shall be determined by the Committee, bull slehexceed a maximu
term of 10 years. Each SAR shall become exercisgtdach time or times during its term as shalliéermined by the Committee. The
Committee may in its discretion accelerate the @gability of any SAR at any time in its discretion

9.4 EXERCISE. A SAR may be exercised, in wholenopart, by giving written notice to the Companyeaifying the number of SARs which
the holder wishes to exercise. The date that thep2ay receives such written notice shall be refetoeherein as the "Exercise Date." The
Company shall, within 30 days of an Exercise Ddétiyer to the exercising holder certificates foe shares of Common Stock to which the
holder is entitled pursuant to Section 9.5

9.5 PAYMENT. The number of shares of Common Stobictv shall be issuable upon the exercise of a S#dR be determined by dividing:

(i) the number of shares of Common Stock as to vtfie SAR is exercised, multiplied by the amounthefappreciation in each such share
(for this purpose, the "appreciation" shall be ahgount by which the Fair Market Value of the Comnftack subject to the SAR on the
business day preceding the Exercise Date exceedB#se Price,” which is an amount, not less tharFair Market Value of a share of
Common Stock on the date of grant, which shalldtemnined by the Committee at the time of grarijesti to adjustment under Section 4

by
(i) the Fair Market Value of a share of Commonckton the Exercise Date.

9.6 NO FRACTIONAL SHARES. No fractional shares aifimon Stock shall be issued upon the exerciseS#Ru. In lieu thereof, the
holder of a SAR shall be entitled to purchase trtign necessary to make a whole share at its\aiket Value on the Exercise Date.

9.7 REPRICING. Except for adjustments pursuantectin 4.5 or actions permitted to be taken byGbenmittee under Section 11.12(c) in
the event of a Change of Control, unless approyettid shareholders of the Company, (a) the Bage Roi any outstanding SAR granted
under this Plan may not be decreased after theofigtent and (b) an outstanding SAR that has lgeanted under this Plan may not, as of
any date that such SAR has a per share Base RaCis fgreater than the then current Fair Markdt®'af a share of Common Stock, be
surrendered to the Company as consideration fahamgyof value, including the grant of a new SARma lower Base Price, another
Incentive, a cash payment or Common Stock.
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10. OTHER STOCK-BASED AWARDS. The Committee mayrgri eligible participants "Other Stock-Based Adst which shall consist
of awards, other than options, restricted stochtricted stock units or SARs provided for in Sesi® through 9, the value of which is based
in whole or in part on the value of shares of Comr8tock. Other Stock-Based Awards may be awargsarfes of Common Stock or may be
denominated or payable in, valued in whole or irt pg reference to, or otherwise based on or réladeshares of, or appreciation in the vi
of, Common Stock (including securities convertibieexchangeable into or exercisable for sharesoofii@on Stock), as deemed by the
Committee consistent with the purposes of this Pldse Committee shall determine the terms and ¢iomdi of any Other StocBased Awar
(including which rights of a shareholder, if anlye trecipient shall have with respect to Common isé&ssociated with any such award) and
may provide that such award is payable in whole @art in cash. An Other Stock-Based Award magudgect to the attainment of such
specified performance goals or targets as the Ctteeninay determine, subject to the provisions isf fthan.

11. GENERAL.

11.1 DURATION. No Incentives may be granted undierPlan later than May 1, 2015; provided, howetlext, Incentives granted prior to
such date shall remain in effect until (i) all suohentives granted under this Plan have eithen batsfied by the issuance of shares of
Common Stock or the payment of cash or been tetednander the terms of this Plan or the appliciidentive Agreement and (ii) all
restrictions imposed on shares of Common Stoclkmmection with their issuance under this Plan Hapsed.

11.2 TRANSFERABILITY OF INCENTIVES.

(a) No Incentive granted hereunder may be traredepledged, assigned or otherwise encumberedeblyalder thereof except:
(i) by will;

(i) by the laws of descent and distribution; or

(iii) pursuant to a domestic relations order, afinéel in the Code; or

(iv) in the case of stock options only, if permittey the Committee and so provided in the Incenfigeeement, (A) to Immediate Family
Members (as defined below), (B) to a partnershiwhich the participant and/or Immediate Family Mer#) or entities in which the
participant and/or Immediate Family Members arestiie owners, members or beneficiaries, as appteprre the sole partners, (C) to a
limited liability company in which the participaahd/or Immediate Family Members, or entities inaihthe participant and/or Immediate
Family Members are the sole owners, members orficearées, as appropriate, are the sole memberé)pto a trust for the sole benefit of
participant and/or Immediate Family Members. "Immésl Family
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Members" means the spouse and natural or adopiledechor grandchildren of the participant and thespective spouses.

(b) No such transfer of any Incentive under panalgi@) shall be effective to bind the Company untbe Company shall have been furnis
with written notice thereof and a copy of such evice as the Committee may deem necessary to ekttt validity of the transfer and the
acceptance by the transferee or transferees ¢éthms and conditions of this Plan and the apple#itentive Agreement.

(c) Any attempted assignment, transfer, pledgeothgration or other disposition of an Incentivelemy of attachment or similar process
upon the Incentive not specifically permitted heyaiall be null and void and without effect.

11.3 DIVIDEND EQUIVALENTS. In the sole and compladiscretion of the Committee, an Incentive may pdevhe holder thereof with
dividends or dividend equivalents, payable in caslares, other securities or other property orri@ntior deferred basis.

11.4 EFFECT OF TERMINATION OF BOARD SERVICE. In thgent that a participant ceases to be a memhkbedoard eligible to
participate in the Plan for any reason, includiegtti, disability, early retirement or normal ratient, any outstanding Incentives then hels
such participant may be exercised, may vest orewaire at such times or in such manner as is st fio the applicable Incentive
Agreement; provided, however, that if the participeeases to serve on the Board because suchiamtics ineligible to stand for re-election
under CenturyTel's directors retirement policy, &mgentives then exercisable by such participaall shnless otherwise provided in the
applicable Incentive Agreement, continue to renmaitstanding and exercisable for the remaining tefrsuch Incentives. In its discretion, 1
Committee may resolve any questions under this ®amy Incentive Agreement as to whether and vthere has been a termination of
Board service and the cause or nature of suchnetion.

11.5 ADDITIONAL CONDITIONS. Anything in this Plarotthe contrary notwithstanding:

(a) the Company may, if it shall determine it nesegg or desirable for any reason, at the time @frdwef any Incentive or the issuance of any
shares of Common Stock pursuant to any Incentaajire the recipient of the Incentive, as a cooditb the receipt thereof or to the receipt
of shares of Common Stock issued pursuant theietteliver to the Company a written representatibpresent intention to acquire the
Incentive or the shares of Common Stock issueduyamtshereto for his own account for investment aoidfor distribution; and

(b) if at any time the Company further determiniasts sole discretion, that the listing, regisitvator qualification (or any updating of any
such document) of any Incentive or the shares ofition Stock issuable pursuant thereto is necessaayy securities exchange or under
federal or
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state securities or blue sky law, or that the coheeapproval of any governmental regulatory bisdyecessary or desirable as a condition of,
or in connection with the award of any Incentivies tssuance of shares of Common Stock pursuargtther the removal of any restrictions
imposed on such shares, such Incentive shall natageded or such shares of Common Stock shalle@dued or such restrictions shall not
be removed, as the case may be, in whole or inyalgss such listing, registration, qualificaticonsent or approval shall have been effected
or obtained free of any conditions not acceptabliaé Company.

11.6 INCENTIVE AGREEMENTS. An Incentive under thitan shall be subject to such terms and conditiooisinconsistent with this Plan,
as the Committee may, in its sole discretion, piesand set forth in the Incentive Agreement. Siecins and conditions may provide for the
forfeiture of an Incentive or the gain associatéith\&n Incentive under certain circumstances tedidorth in the Incentive Agreement. In
connection with a grant of Incentives hereunde¥,Gommittee shall authorize and approve a fornrmoémtive Agreement governing the
terms and conditions of such Incentives, and cthes€ompany to prepare an individual agreemenbticeto each eligible director that
represents the actual number of shares of Comnuwrk & which the Incentive relates. A copy of sdoleument shall be provided to each
such director, and the Committee may, but needraquire that such director duly execute and deliovehe Company a copy of such
document as a condition precedent to the effectisenf the grant of the Incentive. Such documergfesred to in this Plan as an "Incentive
Agreement” regardless of whether a participangsature is required.

11.7 WITHHOLDING. The Company shall have the rightvithhold from any payments or stock issuancegeuthis Plan, or to collect as a
condition of payment, any taxes required by laweonithheld.

11.8 NO CONFERMENT OF RIGHTS. Nothing in this Plamin any agreement or instrument executed purdoahis Plan will confer upon
any participant any right to continue to serve d&ector or affect the right of the Company taorterate the services of any director.

11.9 DEFERRAL PERMITTED. Payment of cash or disttibn of any shares of Common Stock to which aigigent is entitled under any
Incentive shall be made as provided in the Incenfigreement. Payment may be deferred at the opfitre participant if provided in the
Incentive Agreement.

11.10 AMENDMENT OR DISCONTINUANCE OF THIS PLAN. TH&oard may amend or discontinue this Plan at ang;tprovided,
however, that no such amendment may:

(a) without the approval of the shareholdersn@yéase, subject to adjustments permitted hetemiaximum number of shares of Common
Stock that may be issued through this Plan, (iijemally increase the benefits accruing to partaig under this Plan, (iii) materially expand
the classes of persons eligible to participatdis Plan, (iv) materially expand the types of avgaawailable for grant under the Plan, (v)
amend Section 11.1 to permit grants of Incentiag=r Ithan May 1, 2015, (vi) materially change trethnd of determining the exercise price
of options or the Base Price of SARs, or (vii)
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amend Section 6.6 or Section 9.7 to permit repgicihoptions or SARSs, respectively, or

(b) materially impair, without the consent of tleeipient, an Incentive previously granted, excém@g otherwise provided in
Section 11.16 and (ii) that the Company retainsigliits to take action under Section 11.12 andi¢tude in Incentive Agreements provisions
authorizing the Committee in its discretion to canmvested or unexercisable Incentives.

11.11 DEFINITION OF FAIR MARKET VALUE. Whenever tH&air Market Value" of Common Stock or some otbgecified security
must be determined for purposes of this Plan,atl sfe determined as follows: (i) if the Common&or other security is listed on an
established stock exchange or any automated qotsystem that provides sale quotations, the djosdtte price for a share thereof on such
exchange or quotation system on the applicableataiéshares are not traded on such day, on éxépreceding trading date, (ii) if the
Common Stock or other security is not listed on exghange or quotation system, but bid and askedgare quoted and published, the
mean between the quoted bid and asked prices aptiieable date or, if bid and asked prices ateamailable on such day, on the next
preceding day on which such prices were availaid; (iii) if the Common Stock or other securitynist regularly quoted, the fair market
value of a share thereof on the applicable datstablished by the Committee in good faith.

11.12 CHANGE OF CONTROL.
(&) Unless otherwise provided in the Incentive Agnent, a Change of Control shall mean:

() the acquisition by any person of beneficial @nghip of 30% or more of the outstanding shargh@fCommon Stock or 30% or more of
combined voting power of CenturyTel's then outstagdecurities entitled to vote generally in thecéibn of directors; provided, however,
that for purposes of this subsection (i), the follng acquisitions shall not constitute a Chang€aoitrol:

(A) any acquisition (other than a Business Comlmatas defined below) which constitutes a Charfgéamtrol under Section 11.12(a)(iii)
hereof) of Common Stock directly from the Company,

(B) any acquisition of Common Stock by the Company,

(C) any acquisition of Common Stock by any employerefit plan (or related trust) sponsored or nadietd by the Company or any
corporation controlled by the Company, or

(D) any acquisition of Common Stock by any corperapursuant to a Business Combination that doés no
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constitute a Change of Control under Section 1a){#j hereof; or

(i) individuals who, as of January 1, 2005, canséid the Board of Directors of CenturyTel (thecimbent Board") cease for any reason to
constitute at least a majority of the Board of Biogs; provided, however, that any individual beawga director subsequent to such date
whose election, or nomination for election by Ceyifiel's shareholders, was approved by a vote lefaat two-thirds of the directors then
comprising the Incumbent Board shall be considaeretember of the Incumbent Board, unless such iddalis initial assumption of office
occurs as a result of an actual or threatenediefecontest with respect to the election or remafalirectors or other actual or threatened
solicitation of proxies or consents by or on belv&l& person other than the Incumbent Board; or

(iii) consummation of a reorganization, share excjga merger or consolidation (including any suelngaction involving any direct or indir
subsidiary of CenturyTel) or sale or other disporibf all or substantially all of the assets af thompany (a "Business Combination”);
provided, however, that in no such case shall aeh sransaction constitute a Change of Contrahihiediately following such Business
Combination:

(A) the individuals and entities who were the béiaf owners of CenturyTel's outstanding Commorc8tand CenturyTel's voting securities
entitled to vote generally in the election of diges immediately prior to such Business Combinatiawe direct or indirect beneficial
ownership, respectively, of more than 50% of trenthutstanding shares of common stock, and more50% of the combined voting power
of the then outstanding voting securities entitedote generally in the election of directorstod surviving or successor corporation, or, if
applicable, the ultimate parent company therea {fPost-Transaction Corporation"), and

(B) except to the extent that such ownership ediptéor to the Business Combination, no personl(ehieg the Post-Transaction Corporation
and any employee benefit plan or related trusitbee CenturyTel, the Post-Transaction Corporatiany subsidiary of either corporation)
beneficially owns, directly or indirectly, 20% orone of the then outstanding shares of common sibtke corporation resulting from such
Business Combination or 20% or more of the combirsihg power of the then outstanding voting se@siof such corporation, and

(C) at least a majority of the members of the badrdirectors of the Post-Transaction Corporati@revmembers of the Incumbent Board at
the time of the execution of the initial
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agreement, or of the action of the Board of Diresstproviding for such Business Combination; or
(iv) approval by the shareholders of CenturyTeh @omplete liquidation or dissolution of CenturyTel

For purposes of this Section 11.12, the term "p®rsball mean a natural person or entity, and siistl mean the group or syndicate created
when two or more persons act as a syndicate or gtbep (including a partnership or limited parstep) for the purpose of acquiring,
holding, or disposing of a security, except thar§mn" shall not include an underwriter temporanityding a security pursuant to an offering
of the security.

(b) Upon a Change of Control of the type descrilbetlause

(a)(i) or (a)(ii) of this Section 11.12 or upon téeproval by the Board of Directors of CenturyTeany Change of Control of the type
described in clause (a)(iii) or (a)(iv) of this 8en 11.12, all outstanding Incentives granted pans to this Plan shall automatically become
fully vested and exercisable, all restrictionsionitiations on any Incentives shall automaticallyda and, unless otherwise provided in the
Incentive Agreement, all performance criteria attteo conditions relating to the payment of Incessighall be deemed to be achieved at the
target level without the necessity of action by aeyson.

(c) No later than 30 days after a Change of Comtirtthe type described in subsections (a)(i) ofiifaf this Section 11.12 and no later thar
days after the approval by the Board of a Chandeawitrol of the type described in subsections i(a(

(a)(iv) of this Section 11.12, the Committee, agtim its sole discretion without the consent orrappl of any participant (and
notwithstanding any removal or attempted removaashe or all of the members thereof as directoSanmittee members), may act to
effect one or more of the alternatives listed belaich may vary among individual participants avidch may vary among Incentives held
by any individual participant; provided, howevdrat no such action may be taken if it would reguthe imposition of a penalty on the
participant under Section 409A of the Code as altrésereof:

(i) require that all outstanding options, SARs @h& Stock-Based Awards be exercised on or befspeeified date (before or after such
Change of Control) fixed by the Committee, afteiichrspecified date all unexercised options, SARs@ther Stock-Based Awards and all
rights of participants thereunder shall terminate,

(i) make such equitable adjustments to Incentthes outstanding as the Committee deems appropoiaédlect such Change of Control and
provide participants with substantially equivaleghts before and after such Change of Control\joex, however, that the Committee may
determine in its sole discretion that no adjustnieniecessary),
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(iii) provide for mandatory conversion or exchamdeome or all of the outstanding options, SARs{rieted stock units or Other Sto8lasec
Awards held by some or all participants as of & dag¢fore or after such Change of Control, spetifie the Committee, in which event such
Incentives shall be deemed automatically cancelietithe Company shall pay, or cause to be paehth such participant an amount of cash
per share equal to the excess, if any, of the Ghah@ontrol Value of the shares subject to sudloopSAR, restricted stock unit or Other
Stock-Based Award, as defined and calculated bedeer, the per share exercise price or base prisaeaf Incentive or, in lieu of such cash
payment, the issuance of Common Stock or secuafias acquiring entity having a Fair Market Vakgual to such excess, or

(iv) provide that thereafter, upon any exercispayment of an Incentive that entitles the holdeeteive Common Stock, the holder shall be
entitled to purchase or receive under such Inceniivlieu of the number of shares of Common Stbek covered by such Incentive, the
number and class of shares of stock or other s&sidr property (including cash) to which the tesldould have been entitled pursuant tc
terms of the agreement providing for the reorgampashare exchange, merger, consolidation ort asée, if, immediately prior to such
Change of Control, the holder had been the recartko of the number of shares of Common Stock tlemered by such Incentive.

(d) For the purposes of conversions or exchangdsryraragraph (iii) of Section 11.12(c), the "ChawofyControl Value" shall equal the
amount determined by whichever of the followingriteis applicable:

(i) the per share price to be paid to holders ah@mn Stock in any such merger, consolidation oethorganization,
(i) the price per share offered to holders of Camnstock in any tender offer or exchange offer whgra Change of Control takes place, or

(iii) in all other events, the fair market valueaohare of Common Stock, as determined by the Gaeenas of the time determined by the
Committee to be immediately prior to the effectivee of the conversion or exchange.

(e) In the event that the consideration offeredhtareholders of CenturyTel in any transaction diesdrin this
Section 11.12 consists of anything other than diehCommittee shall determine the fair cash edentaf the portion of the consideration
offered that is other than cash.

11.13 REPURCHASE. Upon approval of the Committee,Gompany may repurchase all or a portion of g@ipusly granted Incentive from
a participant by mutual agreement by payment t#récipant of cash or Common Stock or a combamathereof with a value equal to the
value of the Incentive as determined in good faitlihe
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Committee; provided, however, that in no event this section be construed to grant the Commitiegobwer to take any action in violation
of Section 6.6 or 9.7.

11.14 LIABILITY.

(a) Neither CenturyTel, its affiliates or any oéthrespective directors or officers shall be leatd any participant relating to the participant's
failure to (i) realize any anticipated benefit unda Incentive due to the failure to satisfy anplegable conditions to vesting, payment or
settlement, including the failure to attain perfamoe goals or to satisfy the conditions specifie8ection 11.5 or (ii) realize any anticipated
tax benefit or consequence due to changes in abdidaw, the particular circumstances of the pgudint, or any other reason.

(b) No member of the Committee will be liable foryaaction or determination made in good faith by @ommittee with respect to this Plan
or any Incentive.

11.15 INTERPRETATION.

(&) Unless the context otherwise requires, (ijefttrences to Sections are to Sections of this, Biathe term "including" means including
without limitation, (iii) all references to any paular Incentive Agreement shall be deemed toudelany amendments thereto or restater
thereof, and (iv) all references to any particskatute shall be deemed to include any amendnesigtement or re-enactment thereof or any
statute or regulation substituted therefore.

(b) The titles and subtitles used in this Planror kacentive Agreement are used for conveniencg antl are not to be considered in
construing or interpreting this Plan or the IncemthAgreement.

(c) All pronouns contained in this Plan or any Imibee Agreement, and any variations thereof, dballeemed to refer to the masculine,
feminine or neutral, singular or plural, as theniities of the parties may require.

11.16 COMPLIANCE WITH SECTION 409A. It is the inteof the Company that this Plan comply with theuiegments of Section 409A of
the Code with respect to any Incentives that ctutstnon-qualified deferred compensation underi®e@t09A and the Company intends to
operate the Plan in compliance with Section 409 thie Department of Treasury's guidance or regnatpromulgated thereunder. If the
Committee grants any Incentives or takes any atbgon that would, either immediately or upon wegtdor payment of the Incentive,
inadvertently result in the imposition of a penaitya participant under Section 409A of the Coldentthe Company, in its discretion, may
the maximum extent permitted by law, unilateraétgaind ab initio, sever, amend or otherwise mattti€/grant or action (or any provision of
the Incentive) in such manner necessary for thalpeto be inapplicable or reduced.
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CERTIFICATION

The undersigned Secretary of CenturyTel, Inc. heoeltifies that the foregoing CenturyTel, Inc. 8@irectors Stock Plan was (i)
recommended to the Board of Directors of Centurylfel. (the "Board") by its Compensation Commita@ meeting of the Compensation
Committee duly held on February 17, 2005, (ii) addoy the Board at a meeting duly held on Febr@ar2005, and

(iii) approved by the affirmative requisite voteth& shareholders of CenturyTel, Inc. at its 200bdal Meeting of Shareholders held on h
12, 2005.

[Signature Block Intentionally Omitted]
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APPENDIX C
TO PROXY STATEMENT

CENTURYTEL, INC.
2005 EXECUTIVE OFFICER SHORT-TERM INCENTIVE PROGRAM

1. Purpose. The purpose of the CenturyTel, Inc5Z2Bcutive Officer Short-Term Incentive Prograhe(tProgram”) is to advance the
interests of CenturyTel, Inc. (the "Company") byyiding an annual incentive bonus to be paid ttadeidesignated executive officers of the
Company based on the achievement of pre-establpheratitative performance goals.

2. Shareholder Approval. The payment of any boraweimder is subject to the approval of the Progmachyding the material terms of
performance goals used in the Program, by the Bhlters of the Company at the 2005 Annual Sharehslifleeting.

3. Administration. The Program shall be adminisidrg the Compensation Committee of the Board oé&ors of the Company or, if all of
the members of the Compensation Committee do radifgas "outside directors” under Section 162(infhe Internal Revenue Code
("Section

162(m)"), by a subcommittee of the Compensation @dtee, all of the members of which qualify as "sidé directors.” The authority of the
committee or subcommittee that administers the rAragthe "Committee") shall include, in particulauthority to:

(a) designate participants for a particular year;
(b) establish performance goals and objectives foarticular year;

(c) establish regulations for the administrationthaf Program and make all determinations deemeeksary for the administration of the
Program; and

(d) certify as to whether performance goals havenbaet.

Notwithstanding the foregoing, all annual incentb@uses payable under the Program shall be chbifiehe Board of Directors of tt
Company.

4. Eligibility. The Committee shall designate priorMarch 31 of each year the executive officerthefCompany who shall participate in the
Program that year. If no designation is made fgrgarticular year, all individuals designated asaive officers of the Company in the
Company's by-laws shall be deemed participantsarProgram that year. Executive officers who dopaaticipate in the Program will
participate in the Company's Key Employee Incenfeenpensation Plan, as it may be amended or rddtatm time to time, or a successor
plan (the "Key Employee Plan™).

5. Incentive Bonus. Each participant shall be bl@gto be paid an annual bonus in an amount nex¢eed $3.0 million. Before March 31 of
each year for which a bonus is to be payable helexug@a "Program Year"), the Committee shall essattihe performance goals for that year
and the objective criteria pursuant to which thausofor that year is
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to be payable. The Committee has the discretiatetoease, but not increase, the amount of the opmsthe amount that is payable under
the terms of the pre-established criteria for fhgliaable year. The performance goals each yedrahaly to performance of the Company or
one or more of its divisions, subsidiaries or linébusiness and shall be based upon one or mdhe dbllowing performance goals: return
equity, cash flow, assets or investment; sharelhao&tarn; changes in revenues, operating inconsh flaw, cash provided by operating
activities, earnings or earnings per share; custgmeavth; customer satisfaction or an economic #@dded measure. For any Program Year,
performance goals may be measured on an absokitedraelative to a group of peer companies sedeby the Committee, relative to

internal goals or industry benchmarks, or relatovéevels attained in prior years. The Committeg wtzange the performance goals each year
to any of those listed above and may also chargéatigets applicable to the performance goals frean to year.

6. Payment of Incentive Bonus. As soon as pradtcatber the Company has publicly announced iteiegs for the year for which the
incentive bonus will be paid, the Committee shailleate the Company's performance to determinarnt@unt of the incentive bonus that has
been earned. In performing such evaluation, the@ittee shall make all adjustments necessary taudedhe effect of any non-recurring
transaction described in the Committee's Guidelioeddministering Annual Incentive Bonus Programs,in effect for the applicable
Program Year. The Committee shall also make adpistsmecessary to exclude the effect of any changecounting standards required by
any regulatory agency or segulatory organization, including the Financialcdanting Standards Board. The Committee shallfgedither

in writing or by the adoption of written resolutgrprior to the payment of any incentive bonus utide Program, that the performance goals
applicable to the bonus payment were met. The tihaebonus may be paid in whole or part in the farihecash, restricted stock or restricted
stock units of the Company in the discretion of @mnmittee. Shares of restricted stock issued ymgat hereunder may be paid under any
of the Company's stock-based incentive plans ttwatige for grants of restricted stock or restricsdack units. The incentive bonus will be
paid by the March 15 following the end of the yfarwhich it was earned, unless deferred undeparsge benefit plan of the Company.

7. Termination of Employment. (a) Except as otheenprovided in paragraphs

(b), (c) or (d) of this Section 7, in order to Bigible to receive a bonus under the Program, &igieant must be an employee of the Company
at the time bonus payments become payable in thiraoy course to all participants in accordancéhe terms and conditions of the
Program and the procedures of the Committee, utiéssequirement is waived by the Committee ursdeth special circumstances as ma
determined by the Committee.

(b) (i) A participant who is not employed by thermany at the time bonus payments become payabks timel Program for a Program Year
may nevertheless be entitled to a full or part@iues if such participant is a "Qualifying Partiaipafor such Program Year.
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(i) A "Qualifying Participant" is a participant valse employment is terminated due to:

(A) retirement on or after age 55 after complefing full years of employment with the Company. Yeaf employment with the Company
will be determined by accumulating such particifmftll months of employment with the Company,hie iggregate and without regard to
whether such employment was continuous, and digidirch amount by 12;

(B) death; or
(C) disability.

(c) (i) A Qualifying Participant whose employmestterminated with the Company following the comipletof a Program Year, but before
bonus payments become payable under the Progrdnregipect to such Program Year, shall be entideddeive a bonus based on the same
terms and conditions (including the same paymemtchale) previously authorized under the Programtanithe Committee, as applicable to
active participants for such Program Year.

(i) Any Qualifying Participant whose employmenttivihe Company is terminated at any time aftelQth day of a Program Year shall be
entitled to a pro rata cash bonus for such Progfaar based on the same terms and conditions (imgjutle same payment schedule)
previously authorized under the Program and byOtwmittee, as applicable for Program participaotstich Program Year, the amount of
which shall equal the product of the cash bonuswioaild have been payable to the Qualifying Pgotint for the full Program Year multipli
by a fraction, the numerator of which equals thenber of calendar days of the Program Year thatseldphrough the Qualifying Participant's
last date of employment with the Company and thredenator of which is 365.

(iii) Any bonus payable to a Qualifying Participamtder this
Section 7 shall be payable to such participarte@titne bonuses are payable to active participaittsrespect to such Program Year.

(d) Nothing in this Section 7 shall reduce or lithie right of a participant to receive cash paymemider his or her Change of Control
Agreement with the Company following a Change ohttd (as defined in such agreements).

(e) Any bonus payment to a participant, or the dboras thereof, deviating from the terms and caod# of paragraphs (a), (b) or
(c) must be approved by the Committee and will ddyconsidered for approval if such deviation waubd,
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in the opinion of counsel to the Company, limit empany's federal income tax reduction for suatusg@ayment under Section 162(m).

8. Forfeiture of Benefits. In the event a participis discharged by the Company for cause, inclydivithout limitation, fraud, embezzleme
theft, commission of a felony, proven dishonestpthier unethical behavior, or disclosure of traglersts of the Company, then the amount of
any benefit provided under this Program to whiahphrticipant would otherwise be entitled shalfdréeited. The decision of the Committee
as to the cause of a former participant's dischsingdl be final.

9. Employee Rights Under the Program. Nothing is Brogram shall be construed to:
(a) grant any officer of the Company any claimight to be granted an award under this Program;
(b) limit in any way the right of the Company tarténate a participant's employment with the Compaingny time; or

(c) be evidence of any agreement or understandxess or implied, that the Company will emplgyaaticipant in any particular position
at any particular rate of remuneration.

10. Assignments and Transfers. A participant mayassign, encumber or transfer his or her rightsiaterests under the Program.

11. Amendment and Termination. The Committee magramsuspend or terminate the Program at any tirite §ole and absolute discreti
Any amendment or termination of the Program shatl] however, affect the right of a participant égeive any earned but unpaid incentive
bonus.

12. Withholding of Taxes. The Company shall dedrarn the amount of any incentive bonus paid herevady federal or state taxes
required to be withheld.

13. Term of Program. The Program applies to eatheofive calendar years during the period begigdianuary 1, 2005 and ending
December 31, 2009, unless terminated earlier b tiramittee.

14. Performance-Based Compensation under Sect@m)@®f the Internal Revenue Code. The Companydgdhat any incentive bonus
paid to an executive officer under the Program quilhlify as "performance-based" compensation uSéetion 162(m). Nothing in this
Program precludes the Company from making additipagments or special awards to a participant datsef the Program that may or may
not qualify as "performance-based" compensatioreu8ection 162(m), provided that such payment @redwloes not affect the qualification
of any bonus paid or payable under the Progranpagdrmance-based" compensation.
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CERTIFICATION

The undersigned Secretary of CenturyTel, Inc. heoeltifies that the foregoing CenturyTel, Inc. 8@xecutive Officer Short-Term
Incentive Program was (i) recommended to the Bo&mirectors of CenturyTel, Inc. (the "Board") ig Compensation Committee at a
meeting of the Compensation Committee duly hel@relnruary 17, 2005, (ii) adopted by the Board aeatng duly held on February 22,

2005, and (iii) approved by the requisite affiraativote of the shareholders of CenturyTel, Inétsa2005 Annual Meeting of Shareholders
held on May 12, 2005.

[Signature Block Intentionally Omitted]
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APPENDIX D
TO PROXY STATEMENT

CENTURYTEL, INC.

CHARTER OF AUDIT COMMITTEE
OF THE BOARD OF DIRECTORS
(as amended through November 18, 2004)

I. SCOPE OF RESPONSIBILITY
A. General

Subject to the limitations noted in Section VI, frénary function of the Audit Committee is to afghe Board of Directors (the "Board") in
fulfilling its oversight responsibilities by (1) evseeing the Company's system of financial repgraditing, controls and legal compliance,
(2) monitoring the operation of such system andntegrity of the Company's financial statemens$,mionitoring the qualifications and
independence of the outside auditors, and the peaiace of the outside and internal auditors, ahde@orting to the Board periodically
concerning activities of the Audit Committee.

B. Relationship to Other Groups

The management of the Company is responsible pityriar developing the Company's accounting prajqreparing the Company's
financial statements, maintaining internal controlgaintaining disclosure controls and procedured,meparing the Company's disclosure
documents in compliance with applicable law. THerimal auditors are responsible primarily for objexly assessing the Company's internal
controls. The outside auditors are responsible gmilynfor auditing and attesting to the Companiriafcial statements and management's
assessment of internal controls. Subject to thigdiions noted in Section VI, the Audit Committes,the delegate of the Board, is respon:
for overseeing this process and discharging suwofr dtinctions as are assigned by law, the Companganizational documents, or the Bo
The functions of the Audit Committee are not intethdo duplicate, certify or guaranty the activitidsnanagement or the internal or outside
auditors.

The Audit Committee will strive to maintain an opemd free avenue of communication among manageniendutside auditors, the internal
auditors, and the Board. The outside and intennditars will report directly to the Audit Committe€he Audit Committee will report
regularly to the Board.

[I. COMPOSITION

The Audit Committee will be comprised of three asredirectors, each of whom will be appointed amlaced by the Board in accordance
with the Company's bylaws. Each member of the AGditnmittee will meet the standards of independeme#ther qualifications required
from time to time by the New York Stock Exchangec¢tion 10A(m)(3) of the Securities Exchange Ac1884 (the "Exchange Act") and the
rules and regulations of the Securities and Excé&@gmmission (the "SEC"), and at least one memideinvthe judgment of the Board have
accounting or related financial management expemisccordance with New York Stock
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Exchange listing standards. The Audit Committek&rperson shall be designated by the Board. TriitA&iommittee may form and deleg
authority to subcommittees consisting of one oremmaembers when appropriate, including the authtwiggrant preapprovals of audit and
permitted non-audit services by the outside auslittubject to any limitations or reporting requiests established by law or the Company's
procedures.

Ill. MEETINGS

The Audit Committee will meet at least four timemaally, or more frequently if the Committee detares it to be necessary. To foster open
communications, the Audit Committee may invitet®orneetings other directors or representativesasfagement, the outside auditors, the
internal auditors, counsel or other persons wheseénent advice or counsel is sought by the Conemjtand the participation of such guests
shall be governed by any guidelines or proceduraismay be adopted from time to time by managenteatCommittee or the Board. The
agenda for meetings will be prepared in consultatimong the Committee chairperson (with input fil@ammittee members), management,
the outside auditors, the internal auditors andsel The Audit Committee will maintain written ries of all its meetings and provide a
copy of all such minutes to every member of therBoa

IV. POWERS

The Audit Committee shall have the sole authontappoint or replace the outside auditors, provitiedthe Audit Committee may submit
appointment to the Company's shareholders foiigatibn on terms and conditions acceptable tohie Audit Committee shall be directly
responsible for the compensation and oversight@faork of the outside auditors (including resalntof disagreements between manage
and the outside auditors regarding financial répgytfor the purpose of preparing or issuing anitaggort or related work. The Audit
Committee shall also have the sole authority t@fsjoint or replace the head of internal audit{by appoint or replace any firm engaged to
provide internal auditing services and (c) granivess to directors or executive officers from tluele of ethics and business conduct
contained in the Company's corporate compliancequhares.

The Audit Committee shall have the authority, te &xtent it deems necessary or appropriate, toretdependent legal, accounting or other
advisors. The Company shall provide appropriatelifugn as determined by the Audit Committee, forrpawt of (a) compensation to the
outside auditor or any other advisors employedhieyAudit Committee and (b) ordinary administratxgenses of the Audit Committee that
are necessary or appropriate in carrying out iteedu

The Audit Committee shall have the power to (apoband review any information that the Audit Cortte® deems necessary to perform its
oversight functions and (b) conduct or authorizegtigations into any matters within the Audit Coitteg's scope of responsibilities.

The Audit Committee shall have the power to issueraports or perform any other duties requireda)ythe Company's articles of
incorporation or bylaws, (b) applicable law or fa)es or regulations of the SEC, the New York StBgkhange, or any other self-regulatory
organization having jurisdiction over the affaifsioe Audit Committee. The Audit Committee
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may adopt any policies or procedures required uadgrsuch articles, bylaws, laws, rules or regokeg]j or that it, in its discretion, may
determine to be advisable in connection with itsreight functions.

The Audit Committee shall have the power to conséohel act upon any other matters concerning tlanéial affairs of the Company as the
Audit Committee, in its discretion, may determinebe advisable in connection with its oversightciions.

V. PERIODIC OVERSIGHT TASKS

The Audit Committee, to the extent it deems neagssaappropriate or to the extent required by maplle laws or regulations, will perform
the oversight tasks delineated in the Audit Comemil€hecklist. The checklist will be updated annyu@lireflect changes, if any, in regulatory
requirements, authoritative guidance, or custoroaersight practices. The most recently updatedidistevill be considered to be an
addendum to this charter.

VI. LIMITATIONS

THE COMMITTEE'S FAILURE TO INVESTIGATE ANY MATTER,TO RESOLVE ANY DISPUTE OR TO TAKE ANY OTHER
ACTIONS OR EXERCISE ANY OF ITS POWERS IN CONNECTIOMITH THE GOOD FAITH EXERCISE OF ITS OVERSIGHT
FUNCTIONS SHALL IN NO WAY BE CONSTRUED AS A BREACKF ITS DUTIES OR RESPONSIBILITIES TO THE COMPANY,
ITS DIRECTORS OR ITS SHAREHOLDERS.

THE AUDIT COMMITTEE IS NOT RESPONSIBLE FOR PREPARBNTHE COMPANY'S FINANCIAL STATEMENTS, PLANNING
OR CONDUCTING THE AUDIT OF SUCH FINANCIAL STATEMENS, DETERMINING THAT SUCH FINANCIAL STATEMENTS
ARE COMPLETE AND ACCURATE OR PREPARED IN ACCORDANGCHEITH GENERALLY ACCEPTED ACCOUNTING
STANDARDS, OR ASSURING COMPLIANCE WITH APPLICABLEAWS OR THE COMPANY'S POLICIES, PROCEDURES AND
CONTROLS, ALL OF WHICH ARE THE RESPONSIBILITY OF MRAGEMENT OR THE OUTSIDE AUDITORS. THE AUDIT
COMMITTEE'S OVERSIGHT FUNCTIONS INVOLVE SUBSTANTIALY LESSER RESPONSIBILITIES THAN THOSE ASSOCIATE
WITH THE AUDIT PERFORMED BY THE OUTSIDE AUDITORSN CONNECTION WITH THE AUDIT COMMITTEE'S
OVERSIGHT FUNCTIONS, THE COMMITTEE MAY RELY ON (iIMANAGEMENT'S REPRESENTATIONS THAT THE FINANCIAL
STATEMENTS HAVE BEEN PREPARED WITH INTEGRITY AND OEECTIVITY AND IN CONFORMITY WITH ACCOUNTING
PRINCIPLES GENERALLY ACCEPTED IN THE UNITED STATEASND (ii) THE REPRESENTATIONS OF THE INTERNAL OR
OUTSIDE AUDITORS.

IN CARRYING OUT ITS OVERSIGHT FUNCTIONS, THE AUDICOMMITTEE BELIEVES ITS POLICIES AND PROCEDURES
SHOULD REMAIN FLEXIBLE IN ORDER TO BEST REACT TO £&HANGING ENVIRONMENT.

kkkkkhkkh*k k%

- Originally adopted and approved by the Audit Catten and Board on November 18, 1999.

- Amended by the Board on February 28, 2001, Febr2@y2002, February 25, 2003, February 25, 20@4November 18, 2004, in each ¢
following prior approval thereof by the Audit Comitrie.
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ADDENDUM

AUDIT COMMITTEE CHECKLIST

First Second  Third Fourth As
Quarter Quarter Quarter Quarter Needed
Annual Audit Planning
1. appoint or replace the outside auditors an d approve the X
compensation and other terms of the outside auditor s' annual
engagement
2. pre-approve all auditing services X X
3. review significant relationships between t he outside auditors X X
and the Company, including those described in writt en statements of
the outside auditors furnished under ISB Standard N 0. 1 and employment
relationships proscribed under Rule 2-01(c)(2) of R egulation S-X(1)
4. discuss the scope and comprehensiveness of the audit plan, X X
including changes from prior years and the coordina tion of the efforts
of the outside and internal auditors
Review of Financial Information
5. meet to review and discuss with management and the outside X X X X
auditors the Company's quarterly financial statemen ts and MD&A
disclosures prior to their public release
6. discuss with management the Company's fina ncial information X X X X
and earnings guidance provided to analysts and rati ng agencies
7. review with management and the outside aud itors the Company's X X X X
financial information, including (a) any report, op inion or review
rendered on the financial statements by management or the outside
auditors (including under SAS No. 61 or 71), (b) an y analysis prepared
by management or the outside auditors setting forth significant
financial

(1) The Audit Committee may request verificatioattho employee of the Company in a financial répgroversight role is a former partner,
principal, shareholder or professional employethefoutside auditors, and may review any additioeedrds or certifications necessary to
verify the outside auditors' independence undeuReign S-X.

D-4



reporting issues and judgments made in connection w
of the financial statements and (c) the effect of r
accounting initiatives

8. review and discuss reports from the outsid
(a) the Company's critical accounting p

(b) all alternative treatments of finan
within GAAP that have been discussed with managemen
of such alternative treatments, and the treatment p
auditors

(c) other material written communicatio
outside auditors and management, such as any manage
unadjusted differences

9. review and discuss reports from the outsid

(a) conditions or matters, if any, that
under generally accepted auditing standards (includ
including:

(i) difficulties or disputes with
internal auditors encountered during the audit

(ii) the outside auditors' views
Company's financial disclosures, the quality of the
accounting principles as applied, the underlying es
significant judgments made by management in prepari
statements, and the compatibility of the Company's
judgments with prevailing practices and standards

(b) matters, if any, that must be repor
federal securities laws (including Section 10A of t

First
Quarter

ith the preparation

egulatory and

e auditors on:
olicies

cial information

t, ramifications of the use
referred by the outside

ns between the

ment letter or schedule of

e auditors on:

must be reported
ing SAS No. 61),

management or the

regarding the
Company's
timates and other
ng the financial
principles and

ted under the
he Exchange Act)
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Third
Quarter
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(c) communications, if any, with the na
the outside auditors pertaining to the Company's fi

10. review with management and the outside au
regarding accounting principles and financial state
if any, including (a) significant changes in the Co
or application of accounting principles, (b) major
adequacy of the Company's internal controls, its di
and procedures, or its financial reporting processe
audit steps adopted in light of material control de

11. discuss with management and the outside a
of regulatory and accounting initiatives as well as
structures on the Company's financial statements

12. discuss the Company's major financial ris
steps management has taken to monitor and control s

13. review the accounting implications of sig
transactions, if any

Conduct of Meetings

14. in connection with each periodic report o
review:

(a) management's required disclosure, i
Committee under Section 302 of the Sarbanes-Oxley A
deficiencies in internal controls over financial re
reportable fraud

(b) the contents of the certifications
CEO and CFO included in such report

15. receive reports, if any, regarding (a) no
that the Chairman (or any subcommittee) pre-cleared
auditor to

First Second  Third Fourth As
Quarter Quarter Quarter Quarter Needed
tional office of
nancial affairs

ditors major issues X X X X
ment presentations,

mpany's selection

issues as to the

sclosure controls

s, and (c) special

ficiencies

uditors the effect X X X X
off-balance sheet
k exposures and the X X

uch exposures

nificant new X X X X X

f the Company,

f any, to the Audit X
ct regarding significant
porting or

of the Company's X X X X

n-audit services X X X X X
the outside
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perform since the last meeting, (b) letters receive
under the Company's accounting complaint procedures
"whistle blower" reports alleging material violatio
purview of the Audit Committee's functions

16. review the extent to which the Company ha
changes in practices or controls that were previous
or approved by the Audit Committee

17. receive reports regarding significant cha
regulations impacting the Audit Committee

18. meet in executive session with the outsid
internal auditors and management, as necessary

Annual Reports

19. recommend to the Board whether the audite
statements should be included in the Company's 10-K

20. approve the annual proxy statement report
Committee required by the rules of the SEC

21. review and approve the disclosures in eac
regarding management's internal control report

Oversight of the Company's Outside Auditors

22. pre-clear the engagement of the outside a
any non-audit services not pre-cleared by the Chair
subcommittee)

23. obtain and review a report from the outsi
regarding (a) the outside auditor's internal qualit
procedures, (b) any material issues raised by the m
guality-control review, or peer review, of the firm
or investigation by governmental or

First Second  Third
Quarter Quarter Quarter
d by the Chairman
and (c) any other
ns within the

s implemented
ly recommended to

nges to GAAP or

e auditors, X X X
d financial X

report

of the Audit X

h 10-K report X

uditors to conduct
man (or a

de auditors
y-control

ost recent internal
, or by any inquiry
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professional authorities within the preceding five

any audit engagement, (c) any steps taken to deal w
issues, and (d) assurances that the outside auditin
registered in good standing with the Public Company
Oversight Board

24. review and evaluate the lead audit partne
rotation as required by law

25. monitor the effectiveness of the Company'
for employees or former employees of the outside au
under Section 10A(l) of the Exchange Act and NYSE R

Oversight of the Company's Internal Auditors

26. review the performance of the head of the
department, and replace if necessary

27. meet, if possible, with the entire intern

28. review significant reports to management
internal auditing department and management's respo

29. discuss with the outside auditors and man
internal audit department's plans, responsibilities
budget, independence and staffing for the upcoming
use of third party firms) and any recommended chang

Compliance Oversight Responsibilities

30. monitor the effectiveness of the Company'
receiving, retaining, and handling confidential, an
regarding accounting, controls or auditing matters
SEC Rule 10A-3)

First
Quarter
years respecting
ith any such
gfirmis
Accounting

r and ensure his

s hiring policies
ditors (maintained
ule 303A(7))

internal audit

al auditing staff X

prepared by the
nses

agement the

, preliminary

year (including the
es thereto

s procedures for
onymous complaints
(maintained under
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31. discuss any correspondence with regulator
agencies and any published reports which raise mate
regarding the Company's financial statements or acc

32. review the adequacy of the Company's disc
procedures

33. review reports on "related party" transac

34. solicit, as necessary, germane reports or
other committees with related oversights functions

35. review periodically the procedures establ

Company to monitor its compliance with debt covenan

36. consult periodically with counsel concern
Committee's responsibilities or legal matters that
impact on the Company's financial statements, contr
compliance procedures

Self Assessment
37. review annually the Audit Committee's sel

38. conduct self-review; verify that all Comm
remain eligible to serve

Charter

39. review this checklist and the related Aud
charter annually, and consider, adopt and submit to
proposed changes

40. include a copy of the Audit Committee cha
to the proxy statement at least once every three ye

First Second  Third
Quarter Quarter Quarter

s or governmental
rial issues
ounting policies

losure controls and

tions X
information from
ished by the

ts

ing the Audit

may have a material
ols, or corporate

f-review criteria X

ittee members

it Committee

the Board any

rter as an appendix
ars
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41. periodically review the charter of the in

department, and consider and adopt necessary change
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Last Revised: November 18, 2004.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

RESULTS OF OPERATIONS
OVERVIEW

CenturyTel, Inc. ("CenturyTel") and its subsidiarighe "Company") is an integrated communicatiamgany engaged primarily in
providing local exchange, long distance, Interreeas and broadband services to customers in &2 .stdhe Company currently derives its
revenues from providing (i) local exchange teleghservices, (ii) network access services, (iiiglalistance services,

(iv) data services, which includes both dial-up digital subscriber line ("DSL") Internet services, well as special access and private line
services,

(v) fiber transport, competitive local exchange ardurity monitoring services and (vi) other refagervices.

The Company strives to maintain its customer refeiips by, among other things, bundling its seraifferings to provide its customers with
a complete offering of integrated communicationsises. Effective in the first quarter of 2004,aasesult of the Company's increased focus
on integrated bundle offerings and the varied diststructures associated with such offeringsQbmpany determined that its results of
operations would be more appropriately reported single reportable segment under the provisior&atement of Financial Accounting
Standards No. 131, "Disclosures about Segments Bhterprise and Related Information." Therefdne,results of operations for 2004
reflect the presentation of a single reportablersayg. Results of operations for 2003 and 2002 baes conformed to the Company's 2004
presentation of a single reportable segment. Imeoction with the change in segment reporting, thm@any has, among other things, (i)
eliminated certain revenues arising out of previpusported intersegment transactions (which redwggerating expenses by a like amount
and therefore had no impact on operating inconiigye€lassified certain revenues to conform torke& revenue components and (iii)
reclassified depreciation expense related to ces@ivice subsidiaries of the Company from opegagixpenses of its regulated operations to
depreciation expense.

On July 1, 2002, the Company acquired the locahamge telephone operations of Verizon Communicgtibre. (“Verizon") in the state of
Alabama for approximately $1.022
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billion cash. On August 31, 2002, the Company aeglihe local exchange telephone operations of2darin the state of Missouri for
approximately $1.179 billion cash. The results pém@tions for the Verizon assets acquired areateitein the Company's consolidated results
of operations subsequent to each respective atiqnistee "Acquisitions” below and Note 2 of Nate<onsolidated Financial Statements
for additional information. During 2003, the Compaaiso acquired fiber transport assets in five i@@id.S. states (which the Company
operates under the name LightCore) for $55.2 milGash.

On August 1, 2002, the Company sold substantidiligfats wireless operations principally to anibffte of ALLTEL Corporation ("Alltel") ir
exchange for an aggregate of approximately $1.H8rin cash. As a result, the Company's wirelessrations for the year ended December
31, 2002 has been reflected as discontinued opasatin the Company's consolidated statements ofria@nd cash flows. For further
information, see "Discontinued Operations" below.

During the three years ended December 31, 2004 dhepany has acquired and sold various other dpagtthe impact of which has not
been material to the financial position or resafteperations of the Company.

The net income of the Company for 2004 was $337lim compared to $344.7 million during 2003 a8801.6 million during 2002.
Diluted earnings per share for 2004 was $2.41 coetpn $2.35 in 2003 and $5.56 in 2002. Income fommtinuing operations (and diluted
earnings per share from continuing operations) $&8¥.2 million ($2.41), $344.7 million ($2.35) afi#l93.5 million ($1.35) for 2004, 2003
and 2002, respectively. The diluted earnings paresbalculation reflects the application of Emegdissues Task Force No. @to all period
presented. See Note 13 for additional information.
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Year ended December 31, 2 004 2003 2002

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

Operating income $7 53,953 750,396 575,406
Interest expense (2 11,051) (226,751) (221,845)
Income from unconsolidated cellular entity 7,067 6,160 5,582
Nonrecurring gains and losses, net - - 3,709

Other income (expense) (2,597) 2,154 (63,814)
Income tax expense (2 10,128) (187,252) (105,505)
Income from continuing operations 3 37,244 344,707 193,533
Discontinued operations, net of tax - - 608,091

Net income $ 3 37,244 344,707 801,624

Basic earnings per share

From continuing operations $ 2.45 2.40 1.36

From discontinued operations $ - - 4.29

Basic earnings per share $ 2.45 2.40 5.66
Diluted earnings per share

From continuing operations $ 241 2.35 1.35

From discontinued operations $ - - 4.21

Diluted earnings per share $ 241 2.35 5.56
Average basic shares outstanding 1 37,215 143,583 141,613
Average diluted shares outstanding 1 42,144 148,779 144,408

Operating income increased $3.6 million in 2004 &39.8 million increase in operating revenues sudistantially offset by a $36.2 million
increase in operating expenses. Operating incooreased $175.0 million in 2003 as a $395.6 milli@rease in operating revenues was
partially offset by a $220.6 million increase ineogting expenses.

In addition to historical information, this managemtis discussion and analysis includes certaindoviooking statements that are based on
current expectations only, and are subject to abmurof risks, uncertainties and assumptions, méamyhach are beyond the control of the
Company. Actual events and results may differ niatgrfrom those anticipated, estimated or projddfeone or more of these risks or
uncertainties materialize, or if underlying assuom prove incorrect. Factors that could affectiakctesults include but are not limited to:
timing, success and overall effects of competiffom a wide variety of competitive providers; thgks inherent in rapid technological
change; the effects of ongoing changes in the atigul of the communications industry; the Compaaiity to effectively manage its
growth, including integrating newlgequired businesses into the Company's operatimhbisang adequate numbers of qualified staff; fue
changes in the demand for, or pricing of, the Camfsaproducts and services; the Company's abdiguccessfully introduce new product
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or service offerings on a timely and cost-effectasis; the Company's ability to successfully tsteps to mitigate the dilutive effect of the
$500 million of equity units currently scheduledstttle in May 2005; other risks referenced frometito time in the Company's Annual
Report on Form 10-K for the year ended DecembeRBQ4 or other of the Company's filings with the@éies and Exchange Commission;
and the effects of more general factors such asgdsain interest rates, in tax rates, in accoumioligies or practices, in operating, medice
administrative costs, in general market, laboramm@mic conditions, or in legislation, regulatianpablic policy. These and other
uncertainties related to the business are desciibgicbater detail in Item 1 to the Company's AdiReport on Form 10-K for the year ended
December 31, 2004. You are cautioned not to pladei@ reliance on these forward-looking statemevitgch speak only as of March 16,
2005, the date of filing of the Company's Annuap&# on Form 10-K for the year ended December 8042The Company undertakes no
obligation to update any of its forward-lookingtstaents for any reason.

OPERATING REVENUES

Year ended December 31, 2004 2003 2002
(Dolla rs in thousands)
Local service $ 716,028 712,565 570,871
Network access 966,011 1,001,462 884,982
Long distance 186,997 173,884 146,536
Data 275,777 244,998 179,695
Fiber transport and CLEC 74,409 43,041 21,666
Other 188,150 191,660 168,246
Operating revenues $ 2,407,372 2,367,610 1,971,996

Local service revenues. Local service revenuesaniged from the provision of local exchange telmpdservices in the Company's service
areas. Of the $3.5 million (.5%) increase in ls®vice revenues in 2004, $12.6 million was du¢oprovision of custom calling features to
more customers, which was partially offset by art$8illion decrease due to the decline in accessliOf the $141.7 million (24.8%)
increase in local service revenues in 2003, $1&ilibn was due to the properties acquired fromi¥en in the third quarter of 2002. Of the
remaining $20.5 million increase, $8.4 million whse to the provision of custom calling featurestare customers and $5.9 million was due
to increased rates in certain jurisdictions. Acdiegs declined 62,500 (2.6%) during 2004 compaoeal decline of 38,400 (1.6%) in 2003.
The Company believes the decline in the numbecoéss lines during 2004 and 2003 is
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primarily due to the displacement of traditionafaline telephone services by other competitiveisesy including the Company's DSL
product offering. Based on current conditions, @fenpany expects access lines to decline betweesn?.3.5% for 2005.

Network access revenues. Network access revenimearjy relate to (i) services provided by the Canp to long distance carriers, wirele
carriers and other carriers and customers in cdiumewith the use of the Company's facilities t@gorate and terminate their interstate and
intrastate voice and data transmissions and @iyéceipt of universal support funds which allotns Company to recover a portion of its ¢
under federal and state cost recovery mechanisartai@ of the Company's interstate network acomssnues are based on tariffed access
charges filed directly with the Federal Communimasi Commission ("FCC"); the remainder of such reesrare derived under revenue
sharing arrangements with other local exchangeetarf'LECs") administered by the National Exchafgarier Association. Intrastate
network access revenues are based on tariffedsachasges filed with state regulatory agencies@darived under revenue sharing
arrangements with other LECs.

Network access revenues decreased $35.5 millié#4)3in 2004 and increased $116.5 million (13.29%2003 due to the following factor

2004 2003
increase increase
(decrease) (decrease)

(Dollars in thousands)

Acquisitions of Verizon properties in third quarter 2002 $ - 107,319
Recovery from the federal Universal Service

High Cost Loop support program (11,311) 250
One-time refund of access charges to interexchange

carriers in 2002 - 7,645
Intrastate revenues due to decreased minutes of use and decreased

access rates in certain states (25,916) (6,798)
Partial recovery of increased operating costs throu gh

revenue sharing arrangements with other telephon e companies,

interstate access revenues, increased recovery f rom state support

funds and return on rate base 3,980 3,513
Rate changes in certain jurisdictions 5,052 2,472
Revision of prior year revenue settlement agreement s (3,690) 7,368
Other, net (3,566) (5,289)

$ (35,451) 116,480

As indicated in the chart above, in 2004 the Comgpaxperienced a reduction in its intrastate reveraf@pproximately $25.9 million
primarily due to (i) a reduction in intrastate miesi (partially due to the displacement of minutgsvireless, electronic mail and other
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optional calling services) and (i) decreased ascates in certain states. The corresponding deeies2003 compared to 2002 was $6.8
million. The Company believes intrastate minutek egntinue to decline in 2005, although the magé of such decrease cannot be
precisely estimated.

The Company anticipates its 2005 revenues fronfettheral Universal Service High Cost Loop suppoogpam will be approximately $10-15
million lower than 2004 levels due to increasetha nationwide average cost per loop factor usediéeate funds among all recipients.

Long distance revenues. The Company's long distavemues relate to the provision of retail longtatice services to its customers. Long
distance revenues increased $13.1 million (7.5%)%27.3 million (18.7%) in 2004 and 2003, respediivThe $13.1 million increase in

2004 was primarily attributable to a 14.9% increiasthe average number of long distance lines seavel a 15.3% increase in minutes of use
(aggregating $21.7 million), partially offset bylacrease in the average rate charged by the Con$@s®/million). The $27.3 million

increase in 2003 was primarily attributable to 2863% increase in the average number of long distéines served and increased minutes of
use ($32.6 million), primarily due to penetratidrtlte markets acquired from Verizon in 2002. Suddreéase was partially offset by a decr¢

in the average rate charged by the Company ($3l@mi The Company anticipates that increased catitipn and its current level of
customer penetration will continue to place dowrdyaressure on rates and slow the growth rate dfitingber of long distance lines served.

Data revenues. Data revenues include revenuesisimedated to the provision of Internet accesw®es (both dial-up and DSL services)
and the provision of data transmission services special circuits and private lines. Data reverineseased $30.8 million (12.6%) in 2004
and $65.3 million (36.3%) in 2003. The $30.8 millimcrease in 2004 was primarily due to a $20.3onilincrease in Internet revenues due
primarily to growth in the number of customersnpipally due to expansion of the Company's DSL pobaffering, and an $11.3 million
increase in special access revenues due to amgeche the number of special circuits provided améhcrease in the partial recovery of
increased operating expenses through revenue grari@ngements with other telephone companies$tBe3 million increase in 2003 was
primarily due to (i) a $38.4 million increase doetie acquisition of the Verizon properties in 2@02 (i) a $21.3 million increase in Internet
revenues due primarily to growth in the number
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of customers in the Company's incumbent markeiscipally due to expansion of the Company's DSLdpiat offering.

Fiber transport and CLEC. Fiber transport and Clt&¥&nues include revenues from the Company's fieasport, competitive local
exchange carrier ("CLEC") and security monitoringginesses. Fiber transport and CLEC revenues medet31.4 million (72.9%) in 2004
substantially all of which is attributable to ther@pany's acquisitions of fiber transport assetsdfwhare operated under the name LightCore)
in June and December 2003. Fiber transport and Qlelzénues increased $21.4 million (98.7%) in 2003 grily due to (i) $16.7 million of
revenues associated with the acquisition of the @oy's LightCore operations and (ii) a $4.3 millinorease in revenues in the Company's
CLEC business primarily due to an increased nurabeustomers, including those acquired in connectidh the purchase of certain CLEC
operations on February 28, 2002.

Other revenues. Other revenues include revenuatedeio (i) leasing, selling, installing and mainiag customer premise
telecommunications equipment and wiring, (ii) pobrg billing and collection services for long dista carriers and (iii) participating in the
publication of local directories. Other revenuesrdased $3.5 million (1.8%) during 2004 primarilyedo a $3.4 million decrease in direct
revenues due to the expiration of the Companyhisitp share in the revenues of yellow page dirextgublished in certain markets acqu
from Verizon in 2002. Other revenues increased4g8llion (13.9%) in 2003, substantially all of vehi is due to the properties acquired f
Verizon in 2002.

OPERATING EXPENSES

Year ended December 31, 2004 2003 2002
(Dollars in thousands)

Cost of services and products (exclusive of depreci ation

and amortization) $ 755,413 739,210 635,1 64
Selling, general and administrative 397,102 374,352 301,6 81
Corporate overhead costs allocated to discontinued operations - - 9,5 48
Depreciation and amortization 500,904 503,652 450,1 97
Operating expenses $1,653,419 1,617,214 1,396,5 90

Cost of services and products. Cost of servicegpandicts increased $16.2 million (2.2%) in 200dn@rrily due to (i) a $14.6 million
increase in expenses associated with operatinGahgpany's fiber transport assets acquired in Jnddbacember 2003; (ii) an $8.5
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million increase in expenses associated with the@amy's Internet operations due to an increadeeimtimber of customers; (iii) a $7.8
million increase in customer service and retent&ated expenses; and (iv) a $6.0 million incréaggant operations expenses. Such
increases were partially offset by a $13.8 milld@trease in access expenses (which included armaetedit of $3.1 million recorded in
2004) and a $9.2 million decrease in the cost o¥iging retail long distance service primarily doea decrease in the average cost per m
of use and a decrease in circuit costs.

Cost of services and products increased $104.@mi{{lL6.4%) in 2003 primarily due to (i) a $77.0llon increase due to the properties
acquired from Verizon in the third quarter of 200B,an $11.1 million increase in expenses assediavith the Company's Internet operati
due to an increase in the number of customersa(7.4 million increase in expenses associatéutive Company's long distance operations
(primarily attributable to higher minutes of usetjly offset by a decrease in the rate per miroftase),

(iv) a $6.3 million increase in expenses associafitil operating the Company's LightCore assetsiaedin 2003, and (v) a $4.8 million
increase in access expenses.

Selling, general and administrative. Selling, gahand administrative expenses increased $22.8m{l6.1%) in 2004 due to (i) a $9.0
million increase in marketing expenses; (i) a $®ilion increase in expenses attributable to teenfany's Sarbanes-Oxley internal controls
compliance effort; (iii) a nonrecurring $5.0 miltideduction in bad debt expense recorded in teedinarter of 2003 due to the partial
recovery of amounts previously written off related¢he bankruptcy of MCI (formerly WorldCom); anig)(a $4.3 million increase in
expenses associated with operating the CompamyteCore assets acquired in 2003. Such increasespagtially offset by a $6.6 million
decrease in bad debt expense (exclusive of thertolvery mentioned above).

Selling, general and administrative expenses ise@&72.7 million (24.1%) in 2003 due to (i) a $Million increase related to the Verizon
acquisitions in 2002, (ii) a $14.0 million increaeseperating taxes, which included a $7.5 milldrarge arising out of various operating tax
audits in 2003, (iii) a $6.7 million increase ifarmation technology expenses largely attributablthe Company's development of the new
billing system described below under "Developmdriting System", (iv) a $4.9 million increase assated with expanding the Company's
Internet operations due to an increase in custoaraigv) a $4.4 million increase in
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expenses associated with the Company's long destgerations (of which $2.4 million was due to reréase in billing and collection costs).
Such increases were partially offset by an $11Mamidecrease in the provision for uncollectibdeeivables (as 2002 was adversely impe
by the establishment of a $15.0 million reserveufiacollectible receivables primarily related to trenkruptcy of MCI (formerly WorldCom,
Inc.), whereas 2003 was positively impacted by .8 $illion reduction in the provision for uncolldde receivables due to the partial
recovery of amounts previously written off relatedhe bankruptcy of MCI).

Depreciation and amortization. Depreciation and rization decreased $2.7 million (.5%) in 2004 amdeased $53.5 million (11.9%) in
2003. The year 2004 included a reduction in deptiegi expense of $13.2 million to adjust the badesnaf certain over-depreciated property,
plant and equipment accounts. In order to redueeisk of similar event, in early 2005 the Companplemented automated controls to
replace previous manual controls to ensure thatededion ceases once an asset group is fully digteel (after consideration of salvage and
removal costs). Depreciation expense for 2004 Wssraduced by $8.4 million due to certain assetoming fully depreciated. Such
decreases were partially offset by a $16.7 millimrease due to higher levels of plant in senac$3.1 million adjustment in 2004 related to
depreciation of fixed assets related to the Comgamw billing system, and a $3.0 million increasdepreciation due to the assets acquired
in connection with the Company's LightCore operaidOf the $53.5 million increase in 2003, $50.89iam was due to the properties
acquired from Verizon in 2002. The remaining insee&s primarily due to increased depreciation egpén the Company's CLEC and fiber
transport businesses (including LightCore) and dnidévels of plant in service.

Other. For additional information regarding certaiatters that have impacted or may impact the Cogipaperations, see "Regulation and
Competition".

INTEREST EXPENSE

Interest expense decreased $15.7 million (6.992D0% compared to 2003 partially due to $7.5 millkdmonrecurring interest expense in
2003 associated with various operating tax audilie. remainder of the decrease was primarily dwedecrease in average debt outstanding.
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Interest expense increased $4.9 million in 2008arily due to $7.5 million of interest associateithwarious operating tax audits. Such
increase was partially offset by reduced intergpease due to a decrease in average debt outggandin

INCOME FROM UNCONSOLIDATED CELLULAR ENTITY

Income from unconsolidated cellular entity was $illion in 2004, $6.2 million in 2003 and $5.6 tiwh in 2002. Such income represents
the Company's share of income from its 49% inteareatcellular partnership.

NONRECURRING GAINS AND LOSSES, NET
In 2002, the Company recorded a pre-tax gain of $8llion from the sale of a Personal Communicai@ervices license.
OTHER INCOME (EXPENSE)

Other income (expense) was ($2.6 million) in 20822 million in 2003 and ($63.8 million) in 200Acluded in 2004 was a $3.6 million
prepayment expense paid in connection with themgdien of $100 million aggregate principal amouhtte Company's Series B senior
notes in May 2004 and a $2.5 million charge relatetthe impairment of a nonoperating investmenictviamounts were partially offset by a
$2.3 million increase in interest income due tdheigcash balances. Included in 2002 was a $59I@mfre-tax charge related to the
Company's payment of premium in connection wittessding its Series | remarketable notes, net of wngzed premium.

INCOME TAX EXPENSE

The Company's effective income tax rate (from cuaritig operations) was 38.4%, 35.2% and 35.3% i 2R003 and 2002, respectively.
Income tax expense for 2003 was reduced by $21li@mprimarily as a result of reducing the valwatiallowance related to net state
operating loss carryforwards as it was more likbn not that future taxable income will be suéfitito enable the Company to utilize this
portion of the operating loss carryforwards. Fadiidnal information, see Note 12 to the Compaggissolidated financial statements
appearing elsewhere herein.

E-12



DISCONTINUED OPERATIONS

On August 1, 2002, the Company sold substantidiligfats wireless operations to Alltel and certaither purchasers for an aggregate of
approximately $1.59 billion in cash. As a resudie Company's wireless operations for 2002 have teflatted as discontinued operations in
the Company's consolidated financial statements.fdtowing table summarizes certain informatiomeerning the Company's wireless
operations for the year ended December 31, 2002.

Year ended December 31, 2002
(Dollars in thousands)

Operating revenues $ 246,705
Operating expenses, exclusive of corporate overhead costs

of $9.5 million (175,447)
Income from unconsolidated cellular entities 25,768
Minority interest expense (8,569)
Gain on sale of discontinued operations 803,905
Other income 188
Income tax expense (284,459)
Income from discontinued operations, net of tax $ 608,091

Included above in operating expenses for 200253085 million charge associated with a write-ofiaifamounts expended to develop the
wireless portion of the Company's new hilling systdiscussed below under "Development of Billingt8gs'. Depreciation and amortization
of long-lived assets and amortizable intangibléstee to the Company's wireless operations cedéectige March 19, 2002, the date of the
Company's definitive sales agreement with Allteicl$ cessation of depreciation and amortizationthadffect of reducing depreciation and
amortization expense of the Company's wirelessatipgrs approximately $20 million in 2002.

The Company recorded an $803.9 million pre-tax gaiithe sale of substantially all of its wirelessiness in the third quarter of 2002.
For further information, see Note 3 to the Compsuegnsolidated financial statements appearing élsexnherein.
ACCOUNTING PRONOUNCEMENTS

In the fourth quarter of 2004, the Company adojietbrging Issues Task Force No. 04-8, "The Effe@afitingently Convertible
Instruments on Diluted Earnings Per Share" ("EIBFB0). EITF 04-8 requires securities issuable uradertingently convertible instruments
be
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included in the diluted earnings per share calmriafThe Company's $165 million Series K senioesaire convertible into common stock
under various contingent circumstances, includimgdommon stock attaining a specified trading proexcess of the notes' fixed conversion
price. Beginning in the fourth quarter of 2004, @@mpany's diluted earnings per share and dildtades outstanding reflect the application
of EITF 04-8. Prior periods have been restategéfiect this change in accounting.

The Company has elected to account for employek-4tased compensation using the intrinsic valuéhotein accordance with Accounting
Principles Board Opinion No. 25, "Accounting foo&k Issued to Employees," as allowed by Stateniefinancial Accounting Standards
No. 123, "Accounting for Sto--Based Compensation”. In December 2004, the FiahAcicounting Standards Board issued Statement of
Financial Accounting Standards No. 123 (Revised420@hareBased Payment" ("SFAS 123(R)"). SFAS 123(R) esthbk standards for t
accounting for transactions in which an entity exales its equity instruments for goods or servimgsising primarily on accounting for
transactions in which an entity obtains employegises in exchange for the issuance of stock opti®&FAS 123(R) requires the Company to
measure the cost of the employee services recevexthange for an award of equity instruments thagen the fair value of the award on
the grant date. Such cost will be recognized asxaense over the period during which the emplogeeduired to provide service in
exchange for the award. SFAS 123(R) is effectiveafoawards granted after its effective date df du 2005. In accordance with SFAS 123
(R), compensation cost is also recognized oveafipdicable remaining vesting period for any awdhdg are not fully vested as of the
effective date. The Company expects the adoptid®®F#S 123(R) to decrease diluted earnings per shaapproximately $.03 in 2005.

On January 1, 2003, the Company adopted Staterh€&irtancial Accounting Standards No. 143, "Accongtior Asset Retirement
Obligations" ("SFAS 143"), which addresses finaha@ounting and reporting for legal obligations@sated with the retirement of tangible
long-lived assets and requires that the fair value liability for an asset retirement obligatioa fecognized in the period in which it is
incurred and be capitalized as part of the boolevaf the long-lived asset.

Although the Company generally has had no legagabibn to remove obsolete assets, depreciati@s i@ftcertain assets established by
regulatory authorities for the Company's

E-14



telephone operations subject to Statement of FinhAccounting Standards No. 71, "Accounting foe ffects of Certain Types of
Regulation” ("SFAS 71"), have historically includeadtomponent for removal costs in excess of treedlestimated salvage value.
Notwithstanding the adoption of SFAS 143, SFAS&quires the Company to continue to reflect thisuamdated liability for removal cos

in excess of salvage value even though there isgad obligation to remove the assets. Thereftiee Gompany did not adopt the provisions
of SFAS 143 for its telephone operations subje@RAS 71. For the Company's telephone operatiomsitacl from Verizon in 2002 (which
are not subject to SFAS 71) and its other non-agdloperations, the Company has not accruedilityidbr anticipated removal costs in the
past. For these reasons, the adoption of SFAS iti3od have a material effect on the Company'siiiine statements.

In May 2003, the Financial Accounting Standardsrddssued Statement of Financial Accounting Staagl&fo. 150, "Accounting for
Financial Instruments with Characteristics of boigbilities and Equity" ("SFAS 150"), which providetandards for how an issuer classifies
and measures certain financial instruments withattaristics of both liabilities and equity. SFAS0lis effective for financial instruments
entered into or modified after May 31, 2003 anddi@-existing instruments as of the beginning effitst interim period beginning after June
15, 2003. The adoption of SFAS 150 did not haveaterial impact on the Company's financial condittmmesults of operations.

CRITICAL ACCOUNTING POLICIES

The Company's financial statements are preparaddardance with accounting principles that are galyeaccepted in the United States. -
preparation of these financial statements requirasagement to make estimates and judgments tleat #i reported amounts of assets,
liabilities, revenues and expenses. Managemenineaily evaluates its estimates and judgments dintuthose related to (i) revenue
recognition, (ii) allowance for doubtful accoun(is) pension and postretirement benefits and kvig-lived assets. Actual results may differ
from these estimates. The Company believes thtdinearitical accounting policies involve a hightrgree of judgment or complexity,
including those described below.

Revenue recognition. Certain of the Company's staée network access and data revenues are basauffenl access charges filed directly
with the FCC; the remainder of such
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revenues is derived from revenue sharing arrangeméth other LECs administered by the National liawge Carrier Association. In the
second quarter of 2004, the Company revised cegtdimates for recognizing interstate revenuesi®usly, the Company initially
recognized interstate revenues at a rate of rédurer than the authorized rate of return prescrimgthe FCC to allow for potential decreases
in demand or other factor changes which could dseréhe achieved rate of return over the respetor@toring periods. As the monitoring
periods progressed, the Company recorded additiemahues ratably up to the achieved rate of retarthe second quarter of 2004, the
Company began generally recognizing such interstgti@ork access revenues at the authorized ratstwoh, unless the actual achieved rate
of return was lower than authorized.

The Telecommunications Act of 1996 allows localteatge carriers to file access tariffs on a strezadlibasis and, if certain criteria are met,
deems those tariffs lawful. Tariffs that have bedgemed lawful" in effect nullify an interexchangarier's ability to seek refunds should the
earnings from the tariffs ultimately result in eiags above the authorized rate of return prescrilyetthe FCC. Certain of the Company's
telephone subsidiaries file interstate tariffs diewith the FCC using this streamlined filing apach. As of December 31, 2004, the amount
of the Company's earnings in excess of the authdniate of return reflected as a liability on tladaince sheet for the combined 2001/2002
2003/2004 monitoring periods aggregated approxiipm&@3 million. The settlement period related fotiie 2001/2002 monitoring period
lapses on September 30, 2005 and (ii) the 2003/gtftoring period lapses on September 30, 200&.ddmpany will continue to monitor
the legal status of any pending or future procegsithat could impact its entitlement to these fuadsl may recognize as revenue some or all
of the over-earnings at the end of the settlemeribg or as the legal status becomes more certain.

Allowance for doubtful accounts. In evaluating twdlectibility of its accounts receivable, the Caang assesses a number of factors,
including a specific customer's or carrier's apild meet its financial obligations to the Compattg length of time the receivable has been
past due and historical collection experience. Basethese assessments, the Company records leatficpnd general reserves for
uncollectible accounts receivable to reduce thetedl accounts receivable to the amount the Compléinyately expects to collect from
customers and carriers. If circumstances changeamomic conditions worsen such that the Comparasscollection
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experience is no longer relevant, the Companyimast of the recoverability of its accounts recbleacould be further reduced from the
levels reflected in the Company's accompanying @adeted balance sheet.

Pension and postretirement benefits. The amouotgnized in the Company's financial statementgeélto pension and postretirement
benefits are determined on an actuarial basis,iwiitizes many assumptions in the calculationumhsamounts. A significant assumption
used in determining the Company's pension and gtosiment expense is the expected long-term ratetofn on plan assets. For 2003, the
Company lowered its expected long-term rate ofrretun plan assets to 8.25%, reflecting the expettederation of long-term rates of return
in the financial markets, and used the same ra28d4.

Another assumption used in the determination ofdbmpany's pension and postretirement benefit gldigations is the appropriate discount
rate, which is generally based on the yield on {tjghlity corporate bonds. The Company loweredssimed discount rate to 5.75% at
December 31, 2004 from 6.0% at December 31, 20B88n@es in the discount rate are not generally égddo have a material impact on the
Company's results of operations.

Intangible and long-lived assets. The Company ligesiti to testing for impairment of long-lived assehder two accounting standards,
Statement of Financial Accounting Standards No, 1@»odwill and Other Intangible Assets" ("SFAS 142nd Statement of Financial
Accounting Standards No. 144, "Accounting for thrpairment or Disposal of Long-Lived Assets" ("SFA&").

SFAS 142 requires goodwill recorded in businesshinations to be reviewed for impairment at leastuadly and requires write-downs only
in periods in which the recorded amount of goodesiteeds the fair value. Under SFAS 142, impairmégbodwill is tested by comparing
the fair value of the reporting unit to its carnyimalue (including goodwill). Estimates of the faalue of the reporting unit are based on
valuation models using techniques such as multipiesirnings (before interest, taxes and depreciaid amortization). If the fair value of
the reporting unit is less than the carrying valueecond calculation is required in which the isgpfair value of goodwill is compared to its
carrying value. If the implied fair value of goodws less than its carrying value, goodwill must\ritten down to its implied fair value. The
Company completed the required annual test of gdbidupairment (as of
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September 30, 2004) under SFAS 142 and determis@dodwill is not impaired as of such date.

Under SFAS 144, the carrying value of long-livededs other than goodwill is reviewed for impairmehenever events or circumstances
indicate that such carrying amount cannot be reede by assessing the recoverability of the cagyialue through estimated undiscounted
net cash flows expected to be generated by thésasisthe undiscounted net cash flows are less tha carrying value, an impairment loss
would be measured as the excess of the carryingg \aila long-lived asset over its fair value.

For additional information on the Company's criti@acounting policies, see "Accounting Pronouncessieand "Regulation and Competition
- Other Matters", and the footnotes to the Commacghsolidated financial statements.

INFLATION

The effects of increased costs historically havenbmitigated by the Company's ability to recovetaie costs over time applicable to its
regulated telephone operations through the ratdngakocess. However, LECs operating over 60% efGbmpany's total access lines are
now governed by alternative regulation plans, somehich restrict or delay the Company's abilityécover increased costs. Additional
future regulatory changes may further alter the famy's ability to recover increased costs in itgit&ted operations. For the properties
acquired from Verizon in 2002, which are regulateder price-cap regulation for interstate purpopgse changes are limited to the rate of
inflation, minus a productivity offset. For additial information regarding the current regulatoryissnment, see "Regulation and
Competition." As operating expenses in the Companghregulated lines of business increase as i oé$uoflation, the Company, to the
extent permitted by competition, attempts to recdkie costs by increasing prices for its servigebequipment.

MARKET RISK

The Company is exposed to market risk from chanmgegerest rates on its long-term debt obligatioftse Company has estimated its market
risk using sensitivity analysis. Market risk is ihefd as the potential change in the fair value ffed-rate debt obligation due to a
hypothetical adverse change in interest rates.vatile of long-term debt obligations is
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determined based on a discounted cash flow analysisg the rates and maturities of these obligatmmpared to terms and rates currently
available in the long-term financing markets. Tasults of the sensitivity analysis used to estimadeket risk are presented below, although
the actual results may differ from these estimates.

At December 31, 2004, the fair value of the Comfmlong-term debt was estimated to be $3.1 biliased on the overall weighted average
rate of the Company's long-term debt of 6.5% andwamnall weighted maturity of 10 years comparetetas and rates available on such date
in long-term financing markets. Market risk is ested as the potential decrease in fair valuesfthmpany's long-term debt resulting from
a hypothetical increase of 65 basis points in @gerates (ten percent of the Company's overatjiwed average borrowing rate). Such an
increase in interest rates would result in appresaty a $119.9 million decrease in the fair vallithe Company's long-term debt. As of
December 31, 2004, after giving effect to interast swaps currently in place, approximately 83%hefCompany's long-term debt
obligations were fixed rate.

The Company seeks to maintain a favorable mixx@&diand variable rate debt in an effort to limieiest costs and cash flow volatility
resulting from changes in rates. From time to tithe,Company uses derivative instruments to (ifHiocor swap its exposure to changing or
variable interest rates for fixed interest rate§ipto swap obligations to pay fixed interestamfor variable interest rates. The Company has
established policies and procedures for risk ags@sisand the approval, reporting and monitoringexfvative instrument activities. The
Company does not hold or issue derivative finariastruments for trading or speculative purposeandjement periodically reviews the
Company's exposure to interest rate fluctuatiomkimaplements strategies to manage the exposure.

At December 31, 2004, the Company had outstandingfir value interest rate hedges associated twéHull $500 million aggregate
principal amount of its Series L senior notes, 80&2, that pay interest at a fixed rate of 7.87%%&se hedges are "fixed to variable" interest
rate swaps that effectively convert the Compariytifrate interest payment obligations under tiedes into obligations to pay variable re
that range from the six-month London InterBank @fteRate ("LIBOR") plus 3.229% to the six-month QR plus 3.67%, with settlement
and rate reset dates occurring each six monthaghrthe expiration of the hedges in August 2012Détember 31, 2004, the Company
realized a rate under these hedges of 6.4%.
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Interest expense was reduced by $10.3 million du2id04 as a result of these hedges. The aggremiatadrket value of these hedges was
$5.7 million at December 31, 2004 and is refledteth as a liability and as a decrease in the Cogipamderlying long-term debt on the
December 31, 2004 balance sheet. With respecesethedges, market risk is estimated as the pattehtinge in the fair value of the hedge
resulting from a hypothetical 10% increase in thmvard rates used to determine the fair value. pofiyetical 10% increase in the forward
rates would result in a $15.5 million decreasénafair value of these hedges.

As of December 31, 2004, the Company also hadandsig cash flow hedges that effectively lockethminterest rate on a majority of
certain anticipated debt transactions that ultityatere completed in February 2005. The Companigdddn the interest rate of (i) $100
million of 2.25 year debt (remarketed in Februadp2) at 3.9% and (ii) $225 million of 10-year déilssued in February 2005) at 5.5%. Such
cash flow hedges had a fair value of $571,000 &eakember 31, 2004 and are reflected as a compohéucumulated Other
Comprehensive Loss on the consolidated balancé.shelanuary 2005, the Company also entered is&parate cash flow hedge which
effectively locked in the interest rate for an aidial $75 million of 10-year debt (issued in Fedmu2005) at 5.4%. In February 2005, upon
settlement of such hedges, the Company (i) rece@é,000 related to the 2.25 year debt remarketimgh will be amortized as a reduction
of interest expense over the remaining term ofiiitet and (i) paid $7.7 million related to the yi€ar debt issuance which will be amortize
an increase in interest expense over the 10-ygardéthe debt.

Effective May 8, 2003, the Company terminated avalue interest rate hedge associated with $50®maggregate principal amount of its
Series H senior notes and received $22.3 millicth egpon settlement, which represented the fairevafuhe hedge at the termination date.
Such amount is being amortized as a reductiontefést expense through 2010, the maturity datheoSeries H notes.

DEVELOPMENT OF BILLING SYSTEM

The Company recently implemented a new integrailéddband customer care system. The costs to @gvelich system have been accounted
for in accordance with Statement of Position 98At,counting for the Costs of Computer Software Deped or Obtained for Internal Use".
The capitalized costs of the system aggregated 82iidn (before accumulated
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amortization) at December 31, 2004 and are beingtirad over a 2@ear period. Virtually all of the Company's custesmeere converted
the new system in late 2004. In early 2005, the Gaomg implemented software upgrades and other ckangenhance the productivity and
efficiency of the system, the cost of which was material. During the development phase of the biffimg system, the Company capitalized
payroll related costs of employees dedicated tptbgect. The Company began expensing these aodtei 2004, but does not expect the
impact thereof to have a material adverse effedtsoresults of operations.

LIQUIDITY AND CAPITAL RESOURCES

Excluding cash used for acquisitions, the Compaitigs on cash provided by operations to providetfocash needs. The Company's
operations have historically provided a stable sewf cash flow which has helped the Company caatits long-term program of capital
improvements.

Operating activities. Net cash provided by operpéintivities from continuing operations was $95®i8ion, $1.068 billion and $793.4
million in 2004, 2003 and 2002, respectively. Tharpany's accompanying consolidated statementssbfftawvs identify major differences
between net income and net cash provided by opgrattivities for each of those years. For addélonformation relating to the continuing
and discontinued operations of the Company, sesul®eof Operations."”

Investing activities. Net cash used in investingvétes from continuing operations was $413.3 inill, $464.6 million and $2.623 billion in
2004, 2003 and 2002, respectively. Cash used fprisitions was $86.2 million in 2003 (primarily dteethe acquisitions of fiber transport
assets and the acquisition of an additional 2413 ést in a telephone company in which the Compavys a majority interest) and $2.245
billion in 2002 (substantially all of which relatesthe 2002 Verizon acquisitions). Proceeds frbendales of assets were $4.1 million in 2002
(excluding the Company's 2002 wireless divestitutapital expenditures from continuing operationsrty 2004, 2003 and 2002 were
$385.3 million, $377.9 million and $386.3 milliorespectively. In the third quarter of 2004, the @amy entered into a three-year agreement
with EchoStar Communications Corporation ("Echo3tar provide co-branded satellite television seeg to the Company's customers. As
part of the transaction, the Company paid $25.0onito EchoStar (see Note 4 for additional infotio).
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Financing activities. Net cash provided by (usedimancing activities from continuing operationasv$578.5) million in 2004, ($403.8)
million in 2003 and $506.3 million in 2002. Paymenf debt were $179.4 million in 2004 and $432.8iom in 2003. Proceeds from the
issuance of debt, net of debt payments, were $58illién during 2002. The Company repurchased h3illon shares of common stock for
$401.0 million in 2004 to complete its stock refwase program approved in February 2004.

On May 6, 2002, the Company issued and sold innalemwritten public offering $500 million of equitynits. Net proceeds to the Company
from this issuance were approximately $483.4 milliBach of the 20 million equity units issued wesqd at $25 and consisted initially of a
beneficial interest in a CenturyTel senior unsedurete with a principal amount of $25 and a contragurchase shares of CenturyTel
common stock no later than May 2005. As discussdally the senior notes were remarketed in Febr2@dp. Each stock purchase contract
will generally require the holder to purchase betwes944 and .8741 of a share of CenturyTel comshack in May 2005 in exchange for
$25, subject to certain adjustments and exceptibims total distributions on the equity units werially set at an initial annual rate of
6.875%, consisting of interest (6.02%) and contaafistment payments (0.855%).

In the third quarter of 2002, the Company issue@0$billion of senior notes due 2012 (which beaeiast at 7.875%) and $165 million of
convertible senior debentures (which bear inteaedt75% and which may be converted under certaniBed circumstances into shares of
CenturyTel common stock at a conversion price @485 per share). Holders of the convertible setddrentures will have the right to
require the Company to purchase all or a portiothefdebentures on August 1, 2006, August 1, 20#i0Aaigust 1, 2017 at par plus any
accrued and unpaid interest to the purchase datadglitional information, see Note 6 to the Conyxnonsolidated financial statements
appearing elsewhere herein.

On August 1, 2002, the Company sold substantidillgfats wireless operations to Alltel and certaither purchasers for an aggregate of
approximately $1.59 billion cash.

The Company used proceeds from the sale of theeatbescribed equity units, senior notes and corblersienior debentures, along with the
proceeds received from the sale of the Companytdesis operations and utilization of its $800 roillicredit facilities, to finance the third
quarter 2002 acquisitions of telephone propertieslabama and Missouri from Verizon which aggred#2.201 billion, the redemption of
$400 million principal amount in
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remarketable debt securities (plus an associated $iillion premium payment) in October 2002 angl @ompany's fourth quarter 2002
estimated tax payment, which aggregated $290 miblied included the obligation to pay taxes assediaiith the sale of substantially all of
its wireless operations.

Other. Budgeted capital expenditures for 2005 8480 million. The Company anticipates that camtgdenditures in its telephone operati
will continue to include the upgrading of its plamtd equipment, including its digital switchesptovide enhanced services, particularly in its
newly acquired markets, and the installation oéfibptic cable.

On February 2, 2005, the Company signed a defajiivrchase agreement to acquire metro fiber aissé6markets from KMC Telecom
Holdings, Inc. ("KMC") for $65 million cash, subjet purchase price adjustments.

The following table contains certain informatiomcerning the Company's material contractual okbigatas of December 31, 2004, except
for the KMC purchase price obligation which is &§ebruary 2, 2005.

Payments due by period
Contractual Less than After
obligations Total lyear 1- 3years 4-5years 5years
(Dollars in thousands)
Long-term debt,
including current
maturities and
capital lease
obligations (1) $3,011,636 249,617 806,511(2) 306,557 1,648,951
Interest on long-
term debt
obligations $1,935,814 185,807 347,029 304,936 1,098,042
KMC purchase price
obligation $ 65,000 65,000

(1) For additional information on the terms of thr@pany's outstanding debt instruments, see foothttehe consolidated financial
statements included herewith.

(2) Includes $165 million aggregate principal anmtoefithe Company's convertible debentures, Seriedulé 2032, which can be put to the
Company at various dates beginning in 2006 and $3i0idn aggregate principal amount of the Comparsgnior notes, Series J, due 200
February 2005, the Company purchased and retingxzimately $400 million aggregate principal amoahits Series J notes in connection
with a remarketing of the Series J notes.

In February 2005, the Company remarketed approxind460 million aggregate principal amount of$800 million of outstanding Series J
senior notes due 2007 at a rate of 4.628%. In adimmewith the remarketing, the Company purchasetiratired approximately
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$400 million aggregate principal amount of the sptesulting in approximately $100 million aggregptincipal amount of such notes
remaining outstanding. Proceeds to purchase suels same from the February 2005 issuance of $3B@m5% senior notes, Series M, due
2015 and cash on hand. The Company expects to énpre-tax charge of approximately $6 million ie first quarter of 2005 related to
purchasing and retiring approximately $400 millfrthe Series J notes. For additional informatgee Note 6 to the Company's consolidated
financial statements appearing elsewhere herein.

In early 2005, the Company filed preliminary cortssglicitation materials with the Securities anccEange Commission describing plans to
solicit consents to amend the purchase contrantsirig a part of the Company's equity units to gthatCompany the flexibility to settle st
purchase contracts in cash rather than in comnumk s described above). The Company is obligat@ey a consent fee to each consel
holder, the amount of which (should all holderssamt) would aggregate $1.75 million. If under tbesent solicitation the Company settled
all of the purchase contracts in cash and the susteck price of the Company's common stock at#idement date exceeds $36, the
Company would be obligated to pay to the holderthefpurchase contracts $13.9 million for eventt&it the stock price is in excess of $36.
The Company cannot provide assurance that its abssécitation will be initiated or be successful.

In early February 2005, the Company's board ofcttims approved a stock repurchase program thaglldlv the Company to repurchase up
to an aggregate of $200 million of either its conmstock or convertible equity units prior to DecenB1, 2005. The Company commenced
purchases under this plan in early March 2005.

The Company continually evaluates the possibilftgaguiring additional communications operationd arpects to continue its long-term
strategy of pursuing the acquisition of attractteenmunications properties in exchange for cashyrg@xs or both. At any given time, the
Company may be engaged in discussions or negatsategarding additional acquisitions. The Compagyegally does not announce its
acquisitions or dispositions until it has enteneith ia preliminary or definitive agreement. The Campmay require additional financing in
connection with any such acquisitions, the consutitmaf which could have a material impact on ther(any's financial condition or
operations. Approximately 4.1 million shares of @eyiTel common stock and 200,000 shares of Cenelrgfieferred stock remain available
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for future issuance in connection with acquisitiomsler CenturyTel's acquisition shelf registrattatement.

As of December 31, 2004, the Company had avais®83.0 million of undrawn committed bank lines ofdit and the Company's telephone
subsidiaries had available for use $123.0 millibnammitments for long-term financing from the Rittilities Service and Rural Telephone
Bank. The Company has a commercial paper progratratithorizes the Company to have outstanding &i.® billion in commercial paper
at any one time; however, borrowings are effecgivighited to the amount available under its crdditility. As of December 31, 2004, the
Company had no commercial paper outstanding undgr grogram. The Company also has access to detgcaity capital markets,
including its shelf registration statements. At Braber 31, 2004, the Company held over $167 milhibcash and cash equivalents.

In March 2005, the Company secured a new five-y&&B0 million revolving credit facility to repladts existing $533 million credit facility
which expires in July 2005. Up to $150 million bétfacility can be used for letters of credit, whieduces the amount available for other
extensions of credit. The credit facility contafimancial covenants that require the Company totraemnsolidated leverage ratio (as defined
in the facility) not exceeding 4 to 1 and a minimimerest coverage ratio (as defined in the fagiliff at least 1.5 to 1. The interest rate on
revolving loans under the facility is based on@wmpany's choice of several prevailing commereiatiing rates plus an additional margin
that varies depending on the Company's creditgatamd aggregate borrowings under the facility. Chepany must pay a quarterly
commitment fee on the unutilized portion of theilfag the amount of which varies based on the Canys credit ratings.

Moody's Investors Service ("Moody's") rates Cenfiafis long-term debt Baa2 (with a stable outloak) Standard & Poor's ("S&P") rates
CenturyTel's long-term debt BBB+ (with a stablelook). Such ratings were affirmed in early 200®émnection with the Series J
remarketing and the Series M note issuance memtiaheve. The Company's commercial paper prograatesl P2 by Moody's and A2 by
S&P. Any downgrade in the Company's credit ratiwgkincrease its borrowing costs and commitmemisfender its $750 million revolving
credit facility. Downgrades could also restrict tbempany's access to the capital markets, acceldgratconversion rights of holders of the
Company's outstanding convertible
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securities, increase the Company's borrowing aosdgr new or replacement debt financings, or otlseradversely affect the terms of future
borrowings by, among other things, increasing thewnt of the Company's debt covenants and decged®nCompany's financial or
operating flexibility.

The following table reflects the Company's dehibtal capitalization percentage and ratio of eagsito fixed charges and preferred stock
dividends as of and for the years ended Decemher 31

2004 2003 2002

Debt to total capitalization 46.9% 47.8 54.2

Ratio of earnings from continuing operations to fix ed charges

and preferred stock dividends 3.57 333 233

REGULATION AND COMPETITION

The communications industry continues to undergmua fundamental regulatory, legislative, competiand technological changes. These
changes may have a significant impact on the futnencial performance of all communications comnipan

Events affecting the communications industry. 186,2he United States Congress enacted the Teleoaiations Act of 1996 (the "1996
Act"), which obligates LECs to permit competitoosiiterconnect their facilities to the LEC's netlwand to take various other steps that are
designed to promote competition. Under the 1996sAatral telephone company exemption, approximdi@s of the Company's telephone
access lines are exempt from certain of thesedatgrection requirements unless and until the apjatepstate regulatory commission
overrides the exemption upon receipt from a conredf a bona fide request meeting certain criteria

During 2003, the FCC released new rules outlinirggdbligations of incumbent LECs to lease to coitgrstelements of their circuit-
switched networks on an unbundled basis at pritatssubstantially limited the profitability of thearrangements to incumbent LECs. On
March 2, 2004, a federal appellate court vacatgaifsgiant portions of these rules, including themstards used to determine which unbundled
network elements must be made available to conmpgtiin response to this court decision, on FelgrdaP005, the FCC released rules
(effective March 11, 2005) that require incumbeBUs to lease a network element only in those $ttstwhere competing carriers
genuinely would be impaired without access to suetivork element, and where the unbundling wouldimetfere with the development of
facilities-based
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competition. These rules are further designednuore unbundling obligations over time as competiagiers deploy their own networks a
local exchange competition increases.

Prior to and since the enactment of the 1996 AetRCC and a number of state legislative and régyl&odies have also taken steps to fc
local exchange competition. Coincident with thiseret movement toward increased competition has theereduction of regulatory oversi
of LECs. These cumulative changes, coupled witiouartechnological developments, have led to thicoed growth of various companies
providing services that compete with LECs' servit®seless services entities also increasingly titute a significant source of competition
with LECs.

As mandated by the 1996 Act, in May 2001 the FCdifreal its existing universal service support matha for rural telephone companies.
The FCC adopted an interim mechanism for a fiva-pesiod, effective July 1, 2001, based on embeddehistorical, costs that will provide
predictable levels of support to rural local exapaparriers, including substantially all of the Guany's local exchange carriers. Based on
recent FCC filings, the Company anticipates its22f/enues from the USF High Cost Loop support anogwill be approximately $10-15
million lower than 2004 levels due to increasethm nationwide average cost per loop factor useithéyCC to allocate funds among all
recipients. Wireless and other competitive serpiceriders continue to seek eligible telecommun@gicarrier ("ETC") status in order to be
eligible to receive USF support, which, coupledhwihanges in usage of telecommunications senizes placed stresses on the USF's
funding mechanism. These developments have platditianal financial pressure on the amount of motiay is necessary and available to
provide support to all eligible service providergluding support payments the Company receivas fitee High Cost Loop support program.
As a result of the continued increases in the natide average cost per loop factor (caused byéidngrowth in the size of the High Cost
Loop support program and changes in requests fipastifrom the USF), the Company believes the ageelevel of payments it receives
from the USF will continue to decline in the neamt under the FCC's current rules.

On August 16, 2004, the Federal State Joint Boardmiversal Service released a notice requestinghoents on the FCC's current rules for
the provision of higheost support for rural companies, including comraemt whether eligibility requirements should be adez in a mann
that would adversely affect larger rural LECs sastthe Company. The FCC has taken
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various other steps in anticipation of restructgnimiversal service support mechanisms, includjpening a docket that will change the
method of funding contributions. The FCC is expédteact before its current rules are schedulegkfire on June 30, 2006. Congress is also
exploring various universal service issues ranfiog targeted universal service legislation to méting the 1996 Act. The Company has
been and will continue to be active in monitorihgse developments.

Technological developments have led to the devedopirof new services that compete with traditionaClLservices. Technological
improvements have enabled cable television compdaiprovide traditional circuit-switched telephaesvice over their cable networks, and
several national cable companies have aggresgivedued this opportunity. Recent improvements énghality of "Voice-over-Internet
Protocol" ("VolP") service have led several largble television and telephone companies, as wallaatup companies, to substantially
increase their offerings of VolIP service to businasd residential customers. VolP providers roatis over the Internet, without use of
ILEC's circuit switches and, in certain cases, aithuse of ILEC's networks to carry their commuti@ss traffic. VolP providers use existil
broadband networks to deliver flat-rate, all distanalling plans that may be priced below thoseeruly charged for traditional local and
long distance telephone services for several reasociuding lower network cost structures anddherent ability of VolP providers to use
ILECs' networks without paying access charges. Hewehe service must be purchased in additioheabst of the broadband connection.
In December 2003, the FCC initiated rulemaking th@xpected to address the effect of VolP on dateier compensation, universal service
and emergency services. On March 10, 2004, the fe@@sed a notice of proposed rulemaking seekingrent on the appropriate
regulatory treatment of VolP service and relatedés. Although the FCC's rulemaking regarding Vet@bled services remains pending, the
FCC has adopted orders establishing broad guidetarehe regulation of such services, includingdamnil 2004 order in which the FCC rul:
that the IP-telephony service of AT&T, which corgeroice calls to IP format for routing over thebpa switched telephone network, is a
regulated telecommunications service subject &rstate access charges. In addition, in Novemb@4,28e FCC ruled that Internet-based
services provided by Vonage Holdings Corporatioousthbe subject to federal rather than state jigioh. Several state commissions have
filed appeals of this decision to various fedemellate courts. Also pending at the FCC is aipetifiled by
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Level 3 Communications, Inc. asking the FCC to éanbfrom imposing interstate or intrastate acceasges on Internet-based calls that
originate or terminate on the public switched thlape network. There can be no assurance that fuilemaking will be on terms favorable
to ILECs, or that VolIP providers will not succedsfiwompete for the Company's customers.

In 2003, the FCC opened a broad intercarrier cosgt@an proceeding with the ultimate goal of cregtinuniform mechanism to be used by
the entire telecommunications industry for payméetsveen carriers originating, terminating, cargyor delivering telecommunications
traffic. The FCC has received intercarrier comp&orgroposals from several industry groups, anéfebruary 10, 2005 solicited comments
on all proposals previously submitted to it. The@any is involved in this proceeding and will coni to monitor the implications of these
plans to its operations.

Recent events affecting the Company. During thieféas years, several states in which the Compasyshastantial operations took
legislative or regulatory steps to further introdwompetition into the LEC business. The numbeoofipanies which have requested
authorization to provide local exchange servichenCompany's service areas has increased in rgearst, especially in the markets acquired
from Verizon in 2002 and 2000, and it is anticigitieat similar action may be taken by others inftiere.

State alternative regulation plans recently adoptedertain of the Company's LECs have also aftertgenue growth recently.

Certain long distance carriers continue to reqtregtthe Company reduce intrastate access taridted for certain of its LECs. In addition,
the Company has recently experienced reductioirgrimstate traffic, partially due to the displacernef minutes by wireless and electronic
mail services. In 2004 the Company incurred a rédudn its intrastate revenues of approximatel$.92million compared to 2003 primarily
due to these factors. The corresponding decred2@0i® compared to 2002 was $6.8 million. The Comgmalieves such trend of decreased
intrastate minutes will continue in 2005, althoulge magnitude of such decrease cannot be precsgiyiated.

In January 2003, the Louisiana Public Service Cogsion staff began reviewing the feasibility of certing the $42 million Louisiana Local
Optional Service Fund ("LOS Fund") into a stateversal service fund. Currently, the LOS Fund isdiesh primarily by BellSouth, which
proposes to expand the base of contributors irgd. @S Fund. The Company currently
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receives approximately $21 million from the LOS Hwgach year. Although the Commission staff hasmerended to transfer the fund's $42
million to a state universal service fund, thera ba no assurance that the Commission will adeptrétommendation or that funding will
remain at current levels.

Competition to provide traditional LEC services liass far affected large urban areas to a greatenethan rural, suburban and small urban
areas such as those in which the Company's teleptyeerations are located. While the Company exisctperating revenues in 2005 to
continue to experience downward pressure due tonegd access line losses and reduced network @woeesnues, the Company expects its
consolidated revenues to increase in 2005 primdtily/to increased demand for its long distancer fitansport, DSL and other nonregulated
product offerings (including its new video and vi&ss initiatives).

Other matters. The Company's regulated telephoaeatipns (except for the properties acquired fromnixbn in 2002) are subject to the
provisions of Statement of Financial Accountingrigiards No. 71, "Accounting for the Effects of Carféypes of Regulation" ("SFAS 71").
Actions by regulators can provide reasonable asseraf the recognition of an asset, reduce or phiei the value of an asset and impose a
liability on a regulated enterprise. Such regulatassets and liabilities are required to be reabatel, accordingly, reflected in the balance
sheet of an entity subject to SFAS 71. The Comgsnyonitoring the ongoing applicability of SFAS fdlits regulated telephone operations
due to the changing regulatory, competitive andslative environments, and it is possible that gjeanin regulation, legislation or
competition or in the demand for regulated servargsroducts could result in the Company's telephmperations no longer being subject to
SFAS 71 in the near future.

Statement of Financial Accounting Standards No, IR&gulated Enterprises - Accounting for the Diggwuance of Application of FASB
Statement No. 71" ("SFAS 101"), specifies the antiog required when an enterprise ceases to meatriteria for application of SFAS 71.
SFAS 101 requires the elimination of the effectaimy actions of regulators that have been recodraseassets and liabilities in accordance
with SFAS 71 but would not have been recognizeasasts and liabilities by nonregulated enterpriSepreciation rates of certain assets
established by regulatory authorities for the Comyfmtelephone operations subject to SFAS 71 histerfrally included a component for
removal costs in excess of the related estimatiedgavalue. Notwithstanding the adoption of SFAS,ISFAS 71 requires the
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Company to continue to reflect this accumulatekiiliix for removal costs in excess of salvage vauen though there is no legal obligation
to remove the assets. Therefore, the Company diddapt the provisions of SFAS 143 for its telephoperations subject to SFAS 71. SFAS
101 further provides that the carrying amountsropprty, plant and equipment are to be adjustey tonthe extent the assets are impaired
that impairment shall be judged in the same maasdor nonregulated enterprises.

The Company's consolidated balance sheet as ohilene31, 2004 included regulatory assets of appratély $3.0 million (primarily
deferred costs related to financing costs and edgryl proceedings) and regulatory liabilities opagximately $200.3 million related to
estimated removal costs embedded in accumulata@dapon (as described above). Net deferred incaassets related to the regulatory
assets and liabilities quantified above were $n&lRon.

When and if the Company's regulated operation®ngdr qualify for the application of SFAS 71, then@pbany does not expect to record any
impairment charge related to the carrying valuthefproperty, plant and equipment of its reguldédebhone operations. Additionally, upon
the discontinuance of SFAS 71, the Company woulcehaired to revise the lives of its property, pland equipment to reflect the estimated
useful lives of the assets. The Company does mmatsuch revisions in asset lives will have a ntenpact on the Company's results of
operations. For regulatory purposes, the accoutimgreporting of the Company's telephone subsidiavill not be affected by the
discontinued application of SFAS 71.

The Company has certain obligations based on fedgate and local laws relating to the protectibthe environment. Costs of compliance
through 2004 have not been material, and the Coynpamently has no reason to believe that suchsagit become material.
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FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
REPORT OF MANAGEMENT

The Shareholders
CenturyTel, Inc.:

Management has prepared and is responsible fonténgrity and objectivity of the Company's consatied financial statements. The
consolidated financial statements have been prdpar@ccordance with accounting principles gengraticepted in the United States of
America and necessarily include amounts determirséty our best judgments and estimates.

The Company's consolidated financial statements baen audited by KPMG LLP, an independent regidtpublic accounting firm, who
have expressed their opinion with respect to thredas of the consolidated financial statementgirTdudit was conducted in accordance \
standards of the Public Company Accounting Ovetdigiard (United States).

Management is responsible for establishing and taiaiimg adequate internal controls over finanaggarting, a process designed to provide
reasonable assurance regarding the reliabilitynaiiicial reporting and the preparation of finansiatements for external purposes in
accordance with generally accepted accounting ipfeez Under the supervision and with the partitgraof management, including our
principal executive officer and principal financ@ficer, the Company conducted an evaluation efdfiectiveness of our internal control
over financial reporting based on the frameworkniernal Control - Integrated Framework issuedhsy €Committee of Sponsoring
Organizations of the Treadway Commission ("COSBgsed on our evaluation under the framework of CQ8&hagement concluded that
the Company's internal control over financial reéjmor was effective as of December 31, 2004. Managgsiassessment of the effectiveness
of our internal control over financial reporting@sDecember 31, 2004 has been audited by KPMG lkRtated in their report which is
included herein.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadé&gbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

The Audit Committee of the Board of Directors ismumosed of independent directors who are not ofiioeremployees of the Company. The
Committee meets periodically with the external tardj internal auditors and management. The Coraendtonsiders the

E-32



independence of the external auditors and the aadjie and discusses internal control, financidlraporting matters. Both the external and
internal auditors have free access to the Committee

/sl R Stewart Ewi ng, Jr.
R Stewart Ewi ng, Jr.

Executive Vice President and Chief Financial Oficer
March 16, 2005
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
CenturyTel, Inc.:

We have audited the accompanying consolidated balsineets of CenturyTel, Inc. and subsidiaried 8&eoember 31, 2004 and 2003, and
the related consolidated statements of income, celngmsive income, cash flows and stockholderstefpi each of the years in the three-
year period ended December 31, 2004. These coasadidinancial statements are the responsibilithhefCompany's management. (
responsibility is to express an opinion on thesgsotidated financial statements based on our audits

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on flasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated financial statetegaferred to above present fairly, in all matenégpects, the financial position of
CenturyTel, Inc. and subsidiaries as of DecembeRB@4 and 2003, and the results of their operatéomd their cash flows for each of the
years in the thre-year period ended December 31, 2004, in conformitly U.S. generally accepted accounting principles

The Company changed its method of accounting fodgdll and other intangible assets in 2002.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the effectiveness
of the Company's internal control over financigdoging as of December 31, 2004, based on critstablished in Internal Contrdirtegrate:
Framework issued by the Committee of Sponsoringa@imtions of the Treadway Commission (COSO), and-eport dated March 14, 20
expressed an unqualified opinion on
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management's assessment of, and the effectivetimmeod, internal control over financial reporting.

/sl KPMG LLP
Shreveport, Louisiana
March 14, 2005
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
CenturyTel, Inc.:

We have audited management's assessment, includegl accompanying Report of Management, that @ghél, Inc. maintained effective
internal control over financial reporting as of Batber 31, 2004, based on criteria establishedt@mial Control -- Integrated Framework
issued by the Committee of Sponsoring Organizatidrise Treadway Commission (COSO). The Compangisagement is responsible for
maintaining effective internal control over finaalkcieporting and for its assessment of the effeciss of internal control over financial
reporting. Our responsibility is to express an apiron management's assessment and an opiniore @ifféttiveness of the Company's
internal control over financial reporting basedoam audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversighti8dé@/nited States). Those stande
require that we plan and perform the audit to ebtaasonable assurance about whether effectivenalteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordv@r financial reporting, evaluating
management's assessment, testing and evaluatidgsfgn and operating effectiveness of internatrobrand performing such other
procedures as we considered necessary in the dtanoes. We believe that our audit provides a redse basis for our opinion.

A company's internal control over financial repogtis a process designed to provide reasonableasssuregarding the reliability of financ
reporting and the preparation of financial statetsiéor external purposes in accordance with U.8eggdly accepted accounting principles. A
company's internal control over financial reportingludes those policies and procedures that (ajpeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetseofdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accoréawith U.S. generally accepted accounting
principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabkurance regarding
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prevention or timely detection of unauthorized asitjon, use, or disposition of the company's ast®it could have a material effect on the
financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadézgbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, management's assessment that Gamtiiinc. maintained effective internal controlenvinancial reporting as of December
31, 2004, is fairly stated, in all material resgettased on criteria established in Internal Cédntntegrated Framework issued by the
Committee of Sponsoring Organizations of the Tremd@ommission (COSO). Also, in our opinion, Cenfitely Inc. maintained, in all
material respects, effective internal control dieancial reporting as of December 31, 2004, basedriteria established in Internal Control--
Integrated Framework issued by the Committee ohSpiing Organizations of the Treadway CommissioD$0).

We also have audited, in accordance with the stasdi the Public Company Accounting Oversight Bo@/nited States), the consolidated
balance sheets of CenturyTel, Inc. and subsidiasesf December 31, 2004 and 2003, and the retatesblidated statements of income,
comprehensive income, cash flows and stockholdqrsty for each of the years in the three-yearqueeinded December 31, 2004, and our
report dated March 14, 2005 expressed an unquhbifignion on those consolidated financial statese®tich report refers to a change in the
method of accounting for goodwill and other intdrigiassets in 2002.

/sl KPMG LLP
Shreveport, Louisiana
March 14, 2005
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CENTURYTEL, INC.

Consolidated Statements of Income

Year ended December 31,

2004

2003

2002

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

OPERATING REVENUES

$ 2,407,372 2,367,610 1,971,996

OPERATING EXPENSES
Cost of services and products (exclusive of

depreciation and amortization) 755,413 739,210 635,164
Selling, general and administrative 397,102 374,352 301,681
Corporate overhead costs allocable to
discontinued operations - - 9,548
Depreciation and amortization 500,904 503,652 450,197
Total operating expenses 1,653,419 1,617,214 1,396,590
OPERATING INCOME 753,953 750,396 575,406
OTHER INCOME (EXPENSE)
Interest expense (211,051) (226,751) (221,845)
Income from unconsolidated cellular entity 7,067 6,160 5,582
Nonrecurring gains and losses, net - - 3,709
Other income (expense) (2,597) 2,154  (63,814)
Total other income (expense) (206,581) (218,437) (276,368)
INCOME FROM CONTINUING OPERATIONS
BEFORE INCOME TAX EXPENSE 547,372 531,959 299,038
Income tax expense 210,128 187,252 105,505
INCOME FROM CONTINUING OPERATIONS 337,244 344,707 193,533
DISCONTINUED OPERATIONS
Income from discontinued operations, net of
$284,459 tax - - 608,091
NET INCOME $ 337,244 344,707 801,624
Basic earnings per share
From continuing operations $ 2.45 2.40 1.36
From discontinued operations $ - - 4.29
Basic earnings per share $ 2.45 2.40 5.66
Diluted earnings per share
From continuing operations $ 241 2.35 1.35
From discontinued operations $ - - 421
Diluted earnings per share $ 241 2.35 5.56
DIVIDENDS PER COMMON SHARE $ .23 .22 .21
AVERAGE BASIC SHARES OUTSTANDING 137,215 143,583 141,613
AVERAGE DILUTED SHARES OUTSTANDING 142,144 148,779 144,408

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

Year ended December 31,

2004 2003 2002

(Dollars in thousands)
NET INCOME $ 337,244 344,707 801,624

OTHER COMPREHENSIVE INCOME, NET OF TAXES
Minimum pension liability adjustment:

Minimum pension liability adjustment, net of ( $5,916)

$19,312 and ($19,312) tax (9,491) 35,864 (35,864)
Unrealized holding gains:

Unrealized holding gains related to marketabl e

securities arising during the period, net of $940 tax 1,508 - -
Derivative instruments:

Net losses on derivatives hedging variability of

cash flows, net of ($219), ($36) and ($496) tax (351) (67) (921)

Less: reclassification adjustment for losses included

in net income, net of $487 and $44 tax - 906 82

COMPREHENSIVE INCOME $ 328,910 381,410 764,921

See accompanying notes to consolidated financ#tsients.
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CENTURYTEL, INC.
Consolidated Balance Sheets

ASSETS
CURRENT ASSETS
Cash and cash equivalents
Accounts receivable
Customers, less allowance of $12,766 and $
Interexchange carriers and other, less all
of $8,421 and $9,817
Materials and supplies, at average cost
Other

Total current assets

NET PROPERTY, PLANT AND EQUIPMENT

GOODWILL AND OTHER ASSETS
Goodwill
Other

Total investments and other assets

TOTAL ASSETS

LIABILITIES AND EQUITY
CURRENT LIABILITIES
Current maturities of long-term debt
Accounts payable
Accrued expenses and other current liabilities
Salaries and benefits
Income taxes
Other taxes
Interest
Other
Advance billings and customer deposits

Total current liabilities

LONG-TERM DEBT

DEFERRED CREDITS AND OTHER LIABILITIES

STOCKHOLDERS' EQUITY

Common stock, $1.00 par value, authorized 350,
issued and outstanding 132,373,912 and 144,3

Paid-in capital
Accumulated other comprehensive loss, net of t
Retained earnings
Unearned ESOP shares
Preferred stock - non-redeemable

Total stockholders' equity

TOTAL LIABILITIES AND EQUITY

See accompanying notes to consolidated financ#tsients.

13,862
owance

December 31,
2004 2003

(Dollars in thousands)

$ 167,215 203,181
161,827 163,526

70,753 72,661
5,361 9,229
14,691 14,342

3,433,864 3,425,001
601,841 552,431

$ 7,796,953 7,895,852

$ 249,617 72,453
141,618 124,320

60,858 55,497
54,648 43,082
47,763 35,532
67,379 64,247
18,875 31,640
50,860 44,612

933,551 836,651

000,000 shares,
64,168 shares 132,374 144,364

ax

222,205 576,515
(8,334) -
3,055,545 2,750,162
- (500)
7,975 7,975

$ 7,796,953 7,895,852




CENTURYTEL, INC.
Consolidated Statements of Cash Flows

OPERATING ACTIVITIES FROM CONTINUING OPERATIONS
Net income
Adjustments to reconcile net income to net
cash provided by operating activities from
continuing operations
Income from discontinued operations, net of
Depreciation and amortization
Deferred income taxes
Income from unconsolidated cellular entity
Nonrecurring gains and losses, net
Changes in current assets and current liabi
Accounts receivable
Accounts payable
Accrued taxes
Other current assets and other current
liabilities, net
Retirement benefits
Increase in noncurrent assets
Increase (decrease) in other noncurrent lia
Other, net

Net cash provided by operating activitie
from continuing operations

INVESTING ACTIVITIES FROM CONTINUING OPERATIONS
Acquisitions, net of cash acquired
Payments for property, plant and equipment
Investment in debt security
Proceeds from sale of assets
Distributions from unconsolidated cellular ent
Other, net

Net cash used in investing activities
from continuing operations

FINANCING ACTIVITIES FROM CONTINUING OPERATIONS
Proceeds from issuance of debt
Payments of debt
Repurchase of common stock
Proceeds from settlement of interest rate hedg
Proceeds from issuance of common stock
Payment of debt issuance costs
Payment of equity unit issuance costs
Cash dividends
Other, net

Net cash provided by (used in) financing
from continuing operations

Net cash provided by discontinued operations

Net increase (decrease) in cash and cash equivalent
Cash and cash equivalents at beginning of year

CASH AND CASH EQUIVALENTS AT END OF YEAR

See accompanying notes to consolidated financsgstents.

Year ended December 31,

2004

2003 2002

(Dollars in thousands)

$ 337,244 344,707 801,624
tax - - (608,091
500,904 503,652 450,197
74,374 128,706 71,112
(7,067) (6,160) (5,582
- - (3,709
lities
2,937 37,980 (13,481
15,514 47,972 3,769
27,040 57,709 43,046
12,831 17,323 36,316
26,954  (14,739) (9,416
(31,714) (23,528) (30,543
bilities (6,220) (6,151) 35,489
3,034  (19,507) 22,703
s
955,831 1,067,964 793,434
(2,000) (86,243) (2,245,026
(385,316) (377,939) (386,267
(25,000) - -
- - 4,144
ity 8,219 1,104 5,438
(9,214) (1,560) (1,378
(413,311) (464,638) (2,623,089
- - 2,123,618
(179,393) (432,258) (1,592,246
(401,013) - -
e contract - 22,315 -
29,485 33,980 29,125
- - (12,999
- - (15,867
(31,861) (32,017) (30,156
4,296 4,174 4,866
activities
(578,486) (403,806) 506,341
- - 1,323,479
S (35,966) 199,520 165
203,181 3,661 3,496
$ 167,215 203,181 3,661
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CENTURYTEL, INC.

Consolidated Statements of Stockholders' Equity

COMMON STOCK
Balance at beginning of year
Repurchase of common stock
Issuance of common stock through dividend
reinvestment, incentive and benefit plans

Balance at end of year

PAID-IN CAPITAL
Balance at beginning of year
Repurchase of common stock
Issuance of common stock through dividend
reinvestment, incentive and benefit plans
Equity unit issuance costs and initial contrac
Amortization of unearned compensation and othe

Balance at end of year

ACCUMULATED OTHER COMPREHENSIVE LOSS,
NET OF TAX
Balance at beginning of year
Change in other comprehensive income (loss) (n
adjustment), net of tax

Balance at end of year

RETAINED EARNINGS
Balance at beginning of year
Net income
Cash dividends declared
Common stock - $.23, $.22 and $.21 per sha
Preferred stock

Balance at end of year
UNEARNED ESOP SHARES
Balance at beginning of year
Release of ESOP shares
Balance at end of year
PREFERRED STOCK - NON-REDEEMABLE
Balance at beginning and end of year
TOTAL STOCKHOLDERS' EQUITY
COMMON SHARES OUTSTANDING
Balance at beginning of year
Repurchase of common stock
Issuance of common stock through dividend

reinvestment, incentive and benefit plans

Balance at end of year

See accompanying notes to consolidated financsistents.

Year ended December

(Dollars, except per share
and shares in thousa

$ 144,364 142,956
(13,396) -

1,406 1,408

576,515 537,804
(387,617) -

28,079 32,572
t adjustment liability - -
r 5,228 6,139

- (36,703)
et of reclassification
(8,334) 36,703

2,750,162 2,437,472
337,244 344,707

re (31,462) (31,618)
(399)  (399)

(500)  (1,500)

500 1,000
- (500)
7,975 7,975

$3,409,765 3,478,516

144,364 142,956
(13,396) -

132,374 144,364
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CENTURYTEL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2004
(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidation - The consolidated ficial statements of CenturyTel, Inc. and its subsies (the "Company") include the
accounts of CenturyTel, Inc. ("CenturyTel") andritgjority-owned subsidiaries.

Regulatory accountingFhe Company's regulated telephone operations ffexoethe properties acquired from Verizon in 2P subject i
the provisions of Statement of Financial Account8tgndards No. 71, "Accounting for the Effects eft@in Types of Regulation" ("SFAS
71"). Actions by regulators can provide reasonalsurance of the recognition of an asset, reduenoinate the value of an asset and
impose a liability on a regulated enterprise. Siegjulatory assets and liabilities are requiredededzorded and, accordingly, reflected in the
balance sheet of an entity subject to SFAS

71. The Company is monitoring the ongoing appliighof SFAS 71 to its regulated telephone operaidue to the changing regulatory,
competitive and legislative environments, and figssible that changes in regulation, legislationampetition or in the demand for regula
services or products could result in the Compateyéphone operations no longer being subject toSFAin the near future. The Company's
consolidated balance sheet as of December 31,i804led regulatory assets of approximately $3.0ani

(primarily deferred costs related to financing sastd regulatory proceedings) and regulatory ligsl of approximately $200.3 million
related to estimated removal costs embedded imadeted depreciation (as required to be recordeckgpylators). Net deferred income tax
assets related to the regulatory assets and tiabijuantified above were $75.2 million.

Estimates - The preparation of financial statement®nformity with generally accepted accountimmgiples requires management to make
estimates and assumptions that affect the repartemints of assets and liabilities and disclosuir@atingent assets and liabilities at the date
of the financial statements and the reported ansoofitevenues and expenses during the reportingdoekctual results may differ from tho
estimates.
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Revenue recognition - Revenues are generally répednvhen services are provided or when produetsialivered to customers. Revenue
that is billed in advance includes monthly recugnretwork access services, special access seanckesionthly recurring local line charges.
The unearned portion of this revenue is initiakifatred as a component of advanced billings antbmes deposits on the Company's bale
sheet and recognized as revenue over the peribththaervices are provided. Revenue that is bifieatrears includes nonrecurring network
access services, nonrecurring local services argldestance services. The earned but unbilledgouf this revenue is recognized as reve
in the period that the services are provided.

Certain of the Company's telephone subsidiariesczate in revenue sharing arrangements with aiflephone companies for interstate
revenue and for certain intrastate revenue. Suatirgharrangements are funded by toll revenue ardfess charges within state
jurisdictions and by access charges in the interstearket. Revenues earned through the variouggharangements are initially record
based on the Company's estimates.

Property, plant and equipment - Telephone plastated at original cost. Normal retirements ofghlene plant are charged against
accumulated depreciation, along with the costewofaval, less salvage, with no gain or loss recaghiRenewals and betterments of plant
and equipment are capitalized while repairs, a$ agtenewals of minor items, are charged to opeya&xpense. Depreciation of telephone
plant is provided on the straight line method usilags or overall group rates acceptable to regulatuthorities; such average rates range
from 2.8% to 23%.

Non-telephone property is stated at cost and, whenaaietired, a gain or loss is recognized. Deptamiaof such property is provided on 1
straight line method over estimated service liagimg from two to 35 years.

Intangible assets - Statement of Financial Accagn8tandards No. 142, "Goodwill and Other Intargibbsets" ("SFAS 142"), requires
goodwill recorded in a business combination toénéewed for impairment and to be written down anlyperiods in which the recorded
amount of goodwill exceeds its fair value. Impainmnef goodwill is tested at least annually by conmpgthe fair value of the reporting unit
its carrying value (including goodwill). Estimatekthe fair value of the reporting unit are basedraluation models using criterion such as
multiples of earnings.
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Long-lived assets - Statement of Financial Accounstandards No. 144, "Accounting for the Impairh@rDisposal of Long-Lived

Assets" ("SFAS 144"), addresses financial accogrdimd reporting for the impairment or disposalosfg-lived assets (exclusive of goodwill)
and also broadens the reporting of discontinuedatip@s to include all components of an entity vapierations that can be distinguished f
the rest of the entity and that will be eliminafemm the ongoing operations of the entity in a disgd transaction. As a result of the Compe
agreement in March 2002 to sell its wireless opamat(which was consummated on August 1, 2002) Ks#te 3), such operations have been
reflected as discontinued operations for the yaded December 31, 2002.

Affiliated transactions - Certain service subsigiarof CenturyTel provide installation and mainteceservices, materials and supplies, and
managerial, operational, technical, accountingadministrative services to subsidiaries. In additi@enturyTel provides and bills
management services to subsidiaries and in carnstiances makes interest bearing advances to gnammtstruction of plant and purchases of
equipment. These transactions are recorded bydh@&ny's telephone subsidiaries at their costa@#tent permitted by regulatory
authorities. Intercompany profit on transactionthwegulated affiliates is limited to a reasonaiefeirn on investment and has not been
eliminated in connection with consolidating theulesof operations of CenturyTel and its subsidisrintercompany profit on transactions
with affiliates not subject to SFAS 71 has beemglated.

Income taxes - CenturyTel files a consolidated faldacome tax return with its eligible subsidiaidhe Company uses the asset and liability
method of accounting for income taxes under whiefeided tax assets and liabilities are establisbethe future tax consequences
attributable to differences between the finandialesnent carrying amounts of assets and liabildies their respective tax bases.

Derivative financial instruments - The Company acts for derivative instruments and hedging adésitn accordance with Statement of
Financial Accounting Standards No. 133, "AccounfimgDerivative Instruments and Hedging Activitig§SFAS 133"), as amended. SFAS
133, as amended, requires that all derivativeunsénts, such as interest rate swaps, be recogmizkd financial statements and measured at
fair value regardless of the purpose or intentadfling them. On the date a derivative contrachigeed into, the Company designates the
derivative as either a fair value or cash flow reedy hedge of the fair value of a recognized
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asset or liability or of an unrecognized firm cortment is a fair value hedge. A hedge of a forechsansaction or the variability of cash
flows to be received or paid related to a recoghasset or liability is a cash flow hedge. The Camypalso formally assesses, both at the
hedge's inception and on an ongoing basis, whéteeaterivatives that are used in hedging transastwe highly effective in offsetting
changes in fair values or cash flows of hedgedstdfrthe Company determines that a derivativeoishighly effective as a hedge or that it
has ceased to be a highly effective hedge, the @oynwould discontinue hedge accounting prospestiviie Company does not hold or
issue derivative financial instruments for tradorgspeculative purposes. Management periodicallieves the Company's exposure to inte
rate fluctuations and implements strategies to mearlae exposure.

Earnings per share - Basic earnings per share amatmdetermined on the basis of the weightedageenumber of common shares
outstanding during the year. Diluted earnings peare gives effect to all potential dilutive comnalrares that were outstanding during the
period. In the fourth quarter of 2004, the Compadgpted the requirements of Emerging Issues TasleFdo. 04-8, "The Effect of
Contingently Convertible Instruments on Diluted iiags Per Share," in calculating its diluted eagsiper share. See Note 13 for additional
information.

Stock-based compensation - The Company currentiguats for stock compensation plans using thensitivalue method in accordance
with Accounting Principles Board Opinion No. 25,c@unting for Stock Issued to Employees," as altbtwe Statement of Financial
Accounting Standards No. 123, "Accounting for StBdsed Compensation" ("SFAS 123"). Options have lgganted at a price either equal
to or exceeding the then-current market price. Adiogly, the Company has not to date recognizedpassation cost in connection with
issuing stock options.

During 2004 the Company granted 952,975 optiores (@004 Options") at market price. The weightedrage fair value of each of the 2004
Options was estimated as of the date of grant ®18e25 using an option-pricing model with the daling assumptions: dividend yield - .7%;
expected volatility - 30%; weighted average riskefinterest rate - 3.6%; and expected option kfeven years.

During 2003 the Company granted 1,720,317 optithres'2003 Options") at market price. The weighteerage fair value of each of the
2003 Options was estimated as of the date of godme $9.94 using an option-pricing model with fibkowing assumptions: dividend yield -

E-46



.7%; expected volatility - 30%; weighted averagi4free interest rate - 3.4%; and expected opifen seven years.

During 2002 the Company granted 1,983,150 optithres'2002 Options") at market price. The weighteerage fair value of each of the
2002 Options was estimated as of the date of godme $11.66 using an option-pricing model with fibllklowing assumptions: dividend yield -
.7%; expected volatility - 30%; weighted averagi4free interest rate - 3.4%; and expected opifen seven years.

If compensation cost for CenturyTel's options hadrbdetermined consistent with SFAS 123, the Cogipaet income and earnings per
share on a pro forma basis for 2004, 2003 and 2@Q2d have been as follows:

Year ended December 31, 2004 2003 2002

(Dollars in thousands,

except per share amounts)
Net income, as reported $ 337,244 344,707 801,624
Less: Total stock-based compensation

expense determined under fair value based
method, net of tax $ (9,767) (13,183) (15,001)

Pro forma net income $ 327,477 331,524 786,623

Basic earnings per share
As reported
Pro forma

Diluted earnings per share
As reported
Pro forma

2.45 2.40 5.66
2.38 231 5.55

241 2.35 5.56
2.34 2.26 5.46

By P

Beginning in the third quarter of 2005, the Compuiily adopt the provisions of Statement of Finahéiacounting Standards No. 123
(Revised 2004), "Share-Based Payments" ("SFAS 1D2B(®FAS 123(R) requires the Company to measwredst of the employee services
received in exchange for an award of equity instots based upon the fair value of the award ogtaet date. Such cost will be recognized
as an expense over the period during which the@yeplis required to provide service in exchangéhiferaward. In accordance with SFAS
123(R), compensation cost is also recognized dweapplicable remaining vesting period for any alsdhat are not fully vested as of the
effective date.

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

Discontinued operations - On August 1, 2002, they@any sold substantially all of its wireless opiena to an affiliate of ALLTEL
Corporation ("Alltel") and certain other
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purchasers for an aggregate of approximately $iil68n in cash. As a result, the Company's wirsleperations have been reflected as
discontinued operations for 2002. See Note 3 fditexhal information.

Reclassifications - Certain amounts previously riegabfor prior years have been reclassified to aonfwith the 2004 presentation, including
the presentation of the Company's segment repoi$ieg Note 17 for additional information.

(2) ACQUISITIONS

On July 1, 2002, the Company purchased approxisna@d,000 telephone access lines in the statealfakha from Verizon
Communications, Inc. (“Verizon") for approximatély.022 billion cash. On August 31, 2002, the Comypgaurchased approximately 350,(
telephone access lines in the state of Missoum fu@rizon for approximately $1.179 billion cash.eTassets purchased in these transactions
included (i) franchises authorizing the provisidiazal telephone service, (ii) related property aguipment comprising Verizon's local
exchange operations in predominantly rural marktetsughout Alabama and Missouri and (iii) Verizoassets used to provide digital
subscriber line ("DSL") and other high speed dataises within the purchased exchanges. For fimagnairangements related to these
acquisitions, see Note 6.

In June and December 2003, the Company acquir¢gircéiber transport assets for an aggregate of2sfllion cash (of which $3.8 million
was paid as a deposit in 2002). In the fourth quanrt 2003, the Company purchased an addition@P24nterest in a telephone company in
which it owned a majority interest for $32.4 mitlicash.

The results of operations of the acquired propedie included in the Company's results of oparatiom and after the respective acquisi
dates.

The following pro forma information represents tumsolidated results of continuing operations ef@ompany for the year ended Decen
31, 2002 as if the Verizon acquisitions in 2002 hadn consummated as of January 1, 2002.

(Dollars in thousands,
except per share amounts)

Operating revenues from continuing operations $ 2,285,866
Income from continuing operations $ 218,252
Basic earnings per share from

continuing operations $ 1.54
Diluted earnings per share from

continuing operations $ 1.52
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The pro forma information is based on various aggions and estimates. The pro forma informatiomg(filects the effect of reduced interest
expense after August 1, 2002 as a result of redumiistanding indebtedness from utilization of pexts received from the August 1, 2002
sale of substantially all of the Company's wirelegsrations described in Note 3 and (ii) makesnadfgrma adjustments to reflect any
assumed consummation of such sale (or any usechfsale proceeds) prior to August 1, 2002. Thefgmma information is not necessarily
indicative of the operating results that would haeeurred if the Verizon acquisitions had been oamsated as of January 1, 2002, nor is it
necessarily indicative of future operating resultse pro forma information does not give effecatty actual or potential revenue
enhancements or cost synergies or other operdficgeacies resulting from the acquisitions.

(3) DISCONTINUED OPERATIONS

On August 1, 2002, the Company sold substantidiligfats wireless operations to Alltel and certaither purchasers for an aggregate of
approximately $1.59 billion in cash. In connectieith this transaction, the Company divested itsnfigrests in its majority-owned and
operated cellular systems, which at June 30, 26624d approximately 783,000 customers and had sateepproximately 7.8 million pops,
(i) minority cellular equity interests represemgiapproximately 1.8 million pops at June 30, 2G0®]

(i) licenses to provide PCS covering 1.3 millipaps in Wisconsin and lowa. Proceeds from thedfaliee wireless operations were used to
partially fund the Company's acquisitions of telepé properties in Alabama and Missouri during thedtquarter of 2002.

As a result of the sale, the Company's wirelessatipms have been reflected as discontinued opasath the Company's consolidated
statements of income and cash flows for the yede@®ecember 31, 2002.

The depreciation and amortization of long-lived anabrtizable intangible assets related to the e@®bperations ceased on March 19, 2002,
the date of the definitive agreement to sell synérations.

The Company had no outstanding indebtedness dinettlited to its wireless operations; thereforeinterest expense was allocated to
discontinued operations. The following table repres certain summary income statement informatitated to the Company's wireless
operations that is reflected in discontinued openat
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Year ended December 31, 2002

(Do llars in thousands)

Operating revenues $ 246,705
Operating income (1) $ 71,258
Income from unconsolidated cellular entities 25,768
Minority interest expense (8,569)

Gain on sale of discontinued operations 803,905
Other income 188
Pre-tax income from discontinued operations $ 892,550
Income tax expense (284,459)
Income from discontinued operations $ 608,091

(1) Excludes corporate overhead costs of $9.5anillillocated to the wireless operations. Included eeduction in operating income is a
$30.5 million charge associated with the write-@ffall amounts expended to develop the wirelesigoof the Company's new billing
system.

The following table represents certain summary dsh statement information related to the Compsmyiteless operations reflected as
discontinued operations:

Year ended December 31, 2002
(Do llars in thousands)
Net cash used in operating activities $ (248,716)(1)
Net cash provided by investing activities 1,572,195(2)

Net cash provided by financing activities -

Net cash provided by discontinued operations $ 1,323,479

(1) Includes approximately $305 million estimated payment related to sale of wireless operations.

(2) Includes cash proceeds of $1.59 billion from $hle of substantially all of the Company's wssleperations.
(4) GOODWILL AND OTHER ASSETS

Goodwill and other assets at December 31, 2002668 were composed of the following:

December 31, 2004 2003

(Dollars in thousands)

Goodwill $3,433,864 3,425,001
Billing system development costs, less accumulated amortization

of $4,652 and $508 202,349 162,980
Cash surrender value of life insurance contracts 93,792 93,960
Prepaid pension asset 46,800 59,055
Franchise costs 35,300 35,300
Marketable securities 30,092 27,653
Deferred interest rate hedge contracts 28,435 31,239
Investment in debt security 21,013 -
Customer base, less accumulated amortization of $3, 756 and $2,242 18,944 20,458
Other 125,116 121,786

$4,035,705 3,977,432
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As of September 30, 2004, the Company completedetingired annual impairment test under SFAS 142dstermined its goodwill was not
impaired.

The Company recently implemented a new integrailéddoand customer care system. The costs to dgvelich system have been accounted
for in accordance with Statement of Position 98At,counting for the Costs of Computer Software Deped or Obtained for Internal Use."
Aggregate capitalized costs (before accumulatedi@mation) totaled $207.0 million and $163.5 mitliat December 31, 2004 and 2003,
respectively. Such system is being amortized ovtereaty-year period.

In the third quarter of 2004, the Company entengéd & three-year agreement with EchoStar CommuaieCorporation ("EchoStar") to
provide cobranded satellite television services to the Comjsazustomers. As part of the transaction, the Gompnvested $25 million in ¢
EchoStar convertible subordinated debt securityclvhad a fair value at date of issuance of appnasely $20.8 million and matures in 20
The remaining $4.2 million paid was establishedmitangible asset attributable to the Comparorigractual rights to provide video service
and is being amortized over a three-year period.

In connection with the acquisitions of propertiesn Verizon in 2002, the Company assigned $35.8anibf the purchase price as an
intangible asset associated with franchise codtécfwincludes amounts necessary to maintain elityiho provide telecommunications
services in its licensed service areas). Such hssedn indefinite life and therefore is not subje@mortization currently.

The Company assigned $22.7 million of the purchmie to a customer base intangible asset in cdinmewith the acquisitions of Verizon
properties in 2002. Such asset is being amortized 5 years. In addition, as mentioned aboventamgible asset was established related to
the contractual rights to provide video servicetalamortization expense for these identifiablamgible assets for 2004, 2003 and 2002 was
$2.0 million, $1.5 million and $729,000, respeclyvand is expected to be $2.9 million for eachhef subsequent two years, $2.4 million in
2007 and $1.5 million annually thereafter througo2
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(5) PROPERTY, PLANT AND EQUIPMENT

Net property, plant and equipment at December 824 2nd 2003 was composed of the followi

December 31, 2004 2003
(Dollars i n thousands)
Cable and wire $ 3,948,784 3,817,646
Central office 2,385,406 2,285,528
General support 785,025 811,301
Fiber transport and CLEC 150,098 127,080
Information origination/termination 56,428 49,643
Construction in progress 66,485 58,018
Other 38,791 34,939
7,431,017 7,184,155
Accumulated depreciation (4,089,616 ) (3,728,674)
Net property, plant and equipment $ 3,341,401 3,455,481

Depreciation expense was $498.9 million, $502.lioniland $449.5 million in 2004, 2003 and 2002 pextively. The year 2004 included a
reduction in depreciation expense of $13.2 milloradjust the balances of certain over-depreciatederty, plant and equipment accounts.

(6) LONG-TERM DEBT

The Company's long-term debt as of December 314 20@ 2003 was as follows:

December 31, 20 04 2003
(Do llars in thousands)
CenturyTel
Senior notes and debentures:
7.75% Series A $ - 50,000
8.25% Series B - 100,000
6.55% Series C, due 2005 5 0,000 50,000
7.20% Series D, due 2025 10 0,000 100,000
6.15% Series E, due 2005 10 0,000 100,000
6.30% Series F, due 2008 24 0,000 240,000
6.875% Series G, due 2028 42 5,000 425,000
8.375% Series H, due 2010 50 0,000 500,000
6.02% Series J, due 2007* 50 0,000 500,000
4.75% Series K, due 2032 16 5,000 165,000
7.875% Series L, due 2012 50 0,000 500,000
Employee Stock Ownership
Plan commitment - 500
Unamortized net discount ( 3,919) (4,501)
Net fair value of derivative instruments
related to Series H and L senior notes 1 0,865 7,747
Other 79 114
Total CenturyTel 2,58 7,025 2,733,860
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Subsidiaries
First mortgage debt

5.92%** notes, payable to agencies of the U. S.
government and cooperative lending associa tions,
due in installments through 2028 210,403 234,743
7.98% notes, due through 2016 4,964 5,211
Other debt
6.98%** unsecured medium-term notes, due thro ugh 2008 197,999 199,613
8.76%** notes, due in installments through 20 28 6,187 3,739
5.35%** capital lease obligations, due throug h 2008 5,058 4,589
Total subsidiaries 424,611 447,895
Total long-term debt 3,011,636 3,181,755
Less current maturities 249,617 72,453
Long-term debt, excluding current maturities $ 2,762,019 3,109,302

* In February 2005, the Company purchased andeckipproximately $400 million of the Series J noties interest rate on the remaining
$100 million was reset to 4.628%.

** \Weighted average interest rate at December 8042

The approximate annual debt maturities for the jiears subsequent to December 31, 2004 are awfo{lfter giving consideration to the
Company purchasing and retiring approximately $4llon of its Series J notes in February 2005)020 $249.6 million; 2006 - $281.3
million (including $165 million aggregate principanount of the Company's convertible debentureseSK, due 2032, which can be put to
the Company at various dates beginning in 2008)7205125.2 million; 2008 - $285.9 million; and 200$20.6 million.

Certain of the loan agreements of CenturyTel amdubsidiaries contain various restrictions, amehigh are limitations regarding issuance
of additional debt, payment of cash dividends, geition of capital stock and other matters. Idiidn, the transfer of funds from certain
consolidated subsidiaries to CenturyTel is restddiy various loan agreements. Subsidiaries whigle tbans from government agencies and
cooperative lending associations, or have issustrfiortgage bonds, generally may not loan or aclvamy funds to CenturyTel, but may |
dividends if certain financial ratios are met. Aéd@mber 31, 2004, restricted net assets of subissli@ere $227.6 million and subsidiaries'
retained earnings in excess of amounts restrigtetebt covenants totaled $1.4 billion. At Decemikr2004, all of the consolidated retained
earnings reflected on the balance sheet was alailaller CenturyTel's loan agreements for the datiden of dividends.

The senior notes and debentures of CenturyTelreeféo above were issued under an indenture datedHVB1, 1994. This debenture does
not contain any financial covenants, but does iheltestrictions that limit the Company's ability(fpoincur, issue or create liens upon its
property and (ii) consolidate with or merge intotransfer or lease all or substantially all of
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its assets to, any other party. The indenture doesontain any provisions that are tied to thelitmatings of the Company, or that restrict the
issuance of new securities in the event of a naltadverse change in the Company.

Approximately 21% of the Company's property, plamtl equipment is pledged to secure the long-tetmh afesubsidiaries.

In May 2004, the Company prepaid all $100 milliggeegate principal amount of its 8.25%, Series @sodue 2024. The Company incur
a $4.6 million pre-tax expense (a $3.6 million ggpent premium and a $1.0 million write-off of unamized deferred debt costs) in the
second quarter of 2004 associated with this prepaym

On May 6, 2002, the Company issued and sold innalemwritten public offering $500 million of equitynits. Net proceeds to the Company
from this issuance were approximately $483.4 milliBach of the 20 million equity units issued wasqd at $25 and consisted initially of a
beneficial interest in a CenturyTel senior unsegdurete (Series J) with a principal amount of $28 arcontract to purchase shares of
CenturyTel common stock no later than May 2005dissussed below, the senior notes were remarketedbruary 2005. Each purchase
contract will generally require the holder to puash between .6944 and .8741 of a share of Centurgianon stock in May 2005 based on
the then current stock price of CenturyTel comntoglsin exchange for $25, subject to certain adjesits and exceptions. Accordingly,
upon full settlement of the purchase contracts ayM005, the Company will receive proceeds of $B@ilon and will deliver between 13.9
million and 17.5 million common shares in the agate. The senior notes were initially pledged teyhiblders to secure their obligations
under the purchase contracts. The total distribstiin the equity units were initially set at ari@iannual rate of 6.875%, consisting of
interest (6.02%) and contract adjustment payméng&565%), each payable quarterly.

The senior note portion of the equity units iseeféd on the December 31, 2004 balance sheetgddon debt in the amount of $500
million. Interest expense on the senior notes kbaruad at a rate of 6.02%, the initial interese tatough February 14, 2005. The present
value of the aggregate contract adjustment payntestdeen recorded as an $11.6 million reductigratd-in capital and as an equivalent
liability. The Company is amortizing the differensetween the aggregate amount of all paymentshengresent value thereof as interest
expense over the three-year term of the purchasteamts. Upon making each such payment, the
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Company will allocate most of the payment to thduion of its $11.6 million liability, and recotHe remainder as interest expense. The
issuance costs of the equity units have been a#idda the units' debt and equity components. Hie idsuance costs ($3.3 million) were
computed based on typical costs of a debt trarsaatid will be amortized to interest expense dvertérm of the senior notes. The remail
of the issuance costs ($12.6 million) were treat®d cost of raising equity and recorded as a ehtarpaid-in capital.

In mid-February 2005, substantially all of the semiotes were remarketed, at which time the intesge on the senior notes was reset in
order to generate sufficient proceeds to securéalder's obligation under the related purchaséraots. In connection with the remarketing,
the Company purchased and retired approximatel® $4i0ion of the Series J notes. As of February 205, only approximately $100
million aggregate principal amount of the Seri@®tks remained outstanding. The Company finandsgthichase with the net proceeds f
its offering of $350 million of senior notes, Sexrid, due 2015, and cash on hand.

As of December 31, 2004, the Company had avai@i$i833 million threerear revolving credit facility, which was schedutedexpire in Jul
2005. The Company had no outstanding borrowinggwitsl facility at December 31, 2004. In March 20t Company secured a five-year
$750 million revolving credit facility to replacke abovanentioned facility. At December 31, 2004, the Compstelephone subsidiaries |
available for use $123.0 million of commitments limmg-term financing from the Rural Utilities Sesgiand Rural Telephone Bank.

In the third quarter of 2002, the Company issuegb®illion of convertible senior debentures, SeKeslue 2032 (which bear interest at
4.75% and which may be converted under certainifgpecircumstances into shares of CenturyTel comistock at a conversion price of
$40.455 per share). Holders of the convertiblewettébentures will have the right to require thenpany to purchase all or a portion of the
debentures on August 1, 2006, August 1, 2010 argligtd, 2017. In each case, the purchase pricébfgayal be equal to 100% of the
principal amount of the debentures to be purchatesiany accrued and unpaid interest to the puectiate. The Company will pay cash for
all debentures so purchased on August 1, 2006ampsuch purchases on or after August 1, 2010Ctmepany may choose to pay the
purchase price in cash or shares of its commork stm@ny combination thereof (except that the Canypwill pay any accrued and unpaid
interest in cash).
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On October 15, 2002, the Company redeemed $40@mpkincipal amount of its Series | Remarketat#aiSr Notes at par value, plus
accrued interest. In connection with such redemptive Company also paid a premium of approximéa&ll.1 million in accordance with t
redemption provisions of the associated remarketgrgement. Such premium payment (net of $11.1amitf unamortized net premium
primarily associated with the option payment reeditby the Company in 2000 in connection with thginal issuance of the remarketable
notes) is reflected as an Other Expense in the @agipresults of operations for the year ended Dbee 31, 2002.

(7) DERIVATIVE INSTRUMENTS

In May and July 2003, the Company entered into fmparate fair value interest rate hedges assdaiatie the full $500 million principal
amount of its Series L senior notes, due 2012,ghgtinterest at a fixed rate of 7.875%. These bedge "fixed to variable" interest rate
swaps that effectively convert the Company's firee interest payment obligations under these notebligations to pay variable rates
range from the six-month London InterBank OfferetdR("LIBOR") plus 3.229% to the six-month LIBORupI3.67%, with settlement and
rate reset dates occurring each six months thrtheglexpiration of the hedges in August 2012. ABetember 31, 2004, the Company
realized a weighted average interest rate of 6&léiad to these hedges. Interest expense was cedy&10.3 million during 2004 as a result
of these hedges. The aggregate fair value of sedpgds at December 31, 2004 was $5.7 million arefliscted on the accompanying balance
sheet as both a liability (included in "Deferreddits and other liabilities") and as a decreagheédCompany's underlying long-term debt.

As of December 31, 2004, the Company also hadandsig cash flow hedges that effectively lockethiminterest rate on the majority of
certain anticipated debt transactions that ultilgateere completed in February 2005. The Compankdddn the interest rate on (i) $100
million of 2.25 year debt (remarketed in Februa®®2) at 3.9% and (ii) $225 million of 10-year délssued in February 2005) at 5.5%. Such
cash flow hedges had a fair value of $571,000 &eafember 31, 2004 and is reflected as a compafiektcumulated Other Comprehensive
Loss on the consolidated balance sheet. In JaradYy, the Company also entered into a separateflcashedge which effectively locked in
the interest rate for an
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additional $75 million of 10-year debt (issued ebFuary 2005) at 5.4%. In February 2005, uponesatht of such hedges, the Company (i)
received $366,000 related to the 2.25 year debaregting which will be amortized as a reductionmérest expense over the remaining term
of the debt and (ii) paid $7.7 million related ke t10-year debt issuance which will be amortizedramcrease in interest expense over the 10
year term of the dek

During 2002, the Company entered into (i) a castv thedge designed to lock in a fixed interest fat&100 million of the $500 million

senior notes issued in the third quarter of 200Rwivas settled in the third quarter of 2002 f@lal million payment by the Company
(which is being amortized as additional interegiemse over a ten-year period, which equates ttetheof the debt issuance hedged) and (ii)
a cash flow hedge designed to eliminate the vditiabif interest payments for $400 million of vabia rate debt under the Company's $800
million credit facilities. During the second quarté 2003, the Company retired all outstanding btddness associated with its $800 million
credit facilities; therefore, such cash flow hedges deemed ineffective in 2003 and resulted in22$00 unfavorable pre-tax charge to the
Company's income.

During 2002, the Company entered into a fair véledge with respect to the Company's $500 milliagregate principal amount of 8.375%
Series H senior notes, due 2010. In May 2003, tragainy terminated this hedge. In connection witthgermination, the Company recei\
approximately $22.3 million in cash upon settlemevitich represented the fair value of the hedgheatermination date. Such amount is
being amortized as a reduction of interest expdmseigh 2010, the maturity date of the Series Hsi0t

(8) DEFERRED CREDITS AND OTHER LIABILITIES

Deferred credits and other liabilities at Decenier2004 and 2003 were composed of the following:

December 31, 2004 2003
(Dollars in thousands)
Deferred federal and state income taxes $ 601,75 7 528,551
Accrued postretirement benefit costs 232,54 6 222,613
Additional minimum pension liability 18,45 0 -
Minority interest 7,50 8 7,218
Fair value of interest rate swap 6,28 3 11,693
Other 67,00 7 66,576
$ 933,55 1 836,651
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(9) STOCKHOLDERS' EQUITY

Common stock - Unissued shares of CenturyTel comstack were reserved as follows:

December 31, 20 04
(In tho usands)

Incentive compensation programs 9, 717
Acquisitions 4, 064
Employee stock purchase plan 4, 721
Dividend reinvestment plan 422
Conversion of convertible preferred stock 435
Other employee benefit plans 3, 393

22 752

During 2004, the Company repurchased approximdtgly million shares of common stock to complet&#80 million stock repurchase
program approved by the Company's board of diredtoearly 2004. In February 2005, the Companyadof directors approved a stock
repurchase program that will allow the Companyefourchase up to an aggregate of $200 million beeits common stock or convertible
equity units prior to December 31, 2005.

Under CenturyTel's Articles of Incorporation eablare of common stock beneficially owned continugimsl the same person since May 30,
1987 generally entitles the holder thereof to tetes per share. All other shares entitle the hdlWene vote per share. At December 31, 2
the holders of 8.1 million shares of common stoekenentitled to ten votes per share.

Preferred stock - As of December 31, 2004, Centeirtiid 2.0 million shares of authorized convertjireferred stock, $25 par value per
share. At December 31, 2004 and 2003, there wed@®3Q shares of outstanding preferred stock. Heldéoutstanding CenturyTel preferred
stock are entitled to receive cumulative dividendsgive preferential distributions equal to $26gware plus unpaid dividends upon
CenturyTel's liquidation and vote as a single clai$ls the holders of common stock.

Shareholders' Rights Plan - In 1996 the Board oé@ors declared a dividend of one preference ghaighase right for each common share
outstanding. Such rights become exercisable ifvéimeh a potential acquiror takes certain steps doiae 15% or more of CenturyTel's
common stock. Upon the occurrence of such an aitiquiseach right held by shareholders other thenacquiror may be exercised to rece
that number of shares of common stock or otherrgg@siof CenturyTel (or, in certain situationsetacquiring company) which at the time of
such transaction will have a market value of tweets the exercise price of the right.
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(10) POSTRETIREMENT BENEFITS

The Company sponsors health care plans (which sxamber 31 measurement date) that provide piostmeint benefits to all qualified
retired employees.

In May 2004, the Financial Accounting Standardsr8assued Financial Statement Position FAS 106#fckwprovides accounting guidance
to sponsors of postretirement health care plansatieeimpacted by the Medicare Prescription Droggrobvement and Modernization Act of
2003 (the "Act"). The Company believes that certhing benefits offered under its postretirementthezare plans will qualify for subsidy
under Medicare Part D. In the third quarter of 20484 Company estimated that the effect of theokcthe Company would not be material.
The Company first reflected the effects of the Astof the December 31, 2004 measurement date. thisafate, the Company estimated that
the reduction in its accumulated benefit obligatimibutable to prior service cost was approxirya$d million and has reflected such
amount as an actuarial gain.

In 2003, the Company announced changes, effecivealy 1, 2004, that would decrease its subsidizatf benefits provided under its
postretirement benefit plan.

The following is a reconciliation of the beginniagd ending balances for the benefit obligation thedplan assets.

December 31, 2004 2003 2002

(Dollars in thousands)
Change in benefit obligation

Benefit obligation at beginning of year $311,421 253,762 215,872

Service cost 6,404 6,176 6,669

Interest cost 17,585 18,216 15,962

Participant contributions 1,362 1,199 617

Acquisitions - - 56,539

Plan amendments 2,529 (34,597)

Actuarial (gain) loss (18,185) 79,163 (29,534)

Benefits paid (15,396) (12,498) (12,363)
Benefit obligation at end of year $305,720 311,421 253,762

Change in plan assets

Fair value of plan assets at beginning of year $29,877 28,697 36,555
Return on assets 2,377 4,479 (2,896)
Employer contributions 11,350 8,000 6,784
Participant contributions 1,362 1,199 617
Benefits paid (15,396) (12,498) (12,363)
Fair value of plan assets at end of year $29,570 29,877 28,697
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Net periodic postretirement benefit cost for 208303 and 2002 included the following compone

Year ended December 31, 2004 2003 2002
(Dollars in thousands)
Service cost $ 6,404 6,176 6,669
Interest cost 17,585 18,216 15,962
Expected return on plan assets (2,465) (2,367) (3,656)
Amortization of unrecognized actuarial loss 3,611 1,731 1,470
Amortization of unrecognized prior service cost (3,648) (2,447) (129)
Net periodic postretirement benefit cost $ 21,487 21,309 20,316

The following table sets forth the amounts recogdias liabilities for postretirement benefits at®aber 31, 2004, 2003 and 2002.

December 31, 2004 2 003 2002
(Dollars in thousands)
Benefit obligation $(305,720) (31 1,421) (253,762)
Fair value of plan assets 29,570 2 9,877 28,697
Unamortized prior service cost  (26,891) (3 3,068) (918)
Unrecognized net actuarial loss 68,185 8 9,803 14,573
Accrued benefit cost $(234,856) (22 4,719) (211,410)

2004 2003
Determination of benefit obligation
Discount rate 5.75% 6 .0
Healthcare cost increase trend rates (Medical/P rescription Drug)
Following year 10.0%/15.0% 11.0/16 .0
Rate to which the cost trend rate is assumed to decline (the
ultimate cost trend rate) 5.0%/5.0% 5.0/5 .0
Year that the rate reaches the ultimate cost trend rate 2010/2015 2010/20 15
Determination of benefit cost
Discount rate 6.0% 6. 75
Expected return on plan assets 8.25% 8. 25

The Company employs a total return investment agravhereby a mix of equities and fixed income gtweents are used to maximize the
long-term return of plan assets for a prudent lefeisk. The intent of this strategy is to minimiplan expenses by outperforming plan
liabilities over the long term. Risk tolerance #ablished through careful consideration of plabilities, plan funded status and corporate

financial condition. Investment risk is measured aronitored on an ongoing basis through annualilitalmeasurements, periodic asset
studies and periodic portfolio reviews.
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The Company's postretirement benefit plan weiglategtage asset allocations at December 31, 2002G0RIby asset category are as

follows:

2004 2003
Equity securities  63.0% 80.5
Debt securities 341 16.4
Other 29 31

Total 100.0% 100.0

In determining the expected return on plan askétyrical markets are studied and long-term retethips between equities and fixed income
are preserved consistent with the widely-accepapital market principle that assets with highematitity and risk generate a greater return
over the long term. Current market factors sucimfiegtion and interest rates are evaluated befong{term capital market assumptions are
determined. Peer data and historical returns aceralviewed to check for reasonableness.

Assumed health care cost trends have a signifeffett on the amounts reported for postretiremenefit plans. A one-percentage-point
change in assumed health care cost rates wouldthavellowing effects:

Effect on total of service and interest cost compon ents

Effect on postretirement benefit obligation

1-Percentage 1-Percentage

Point Increase Point Decrease

(Dollars in thousands)
$ 1,562 (1,489)
$ 20,004 (18,775)

The Company expects to contribute approximately@ilkon to its postretirement benefit plan in 2005

The Company's estimated future projected benefingats under its postretirement benefit plan arfelésvs:

Year

Before Medicare Medicare Net
Subsidy Subsidy  Medicare

2005
2006
2007
2008
2009

OO R

(Dollars in thousands)
15,200 - 15,20
16,900 (800) 16,10
17,900 (800) 17,10
18,700 (900) 17,80
19,600 (1,000) 18,60

2010-2014 $ 99,400 (5,500) 93,90
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(11) RETIREMENT AND SAVINGS PLANS

CenturyTel and certain subsidiaries sponsor defortbfit pension plans for substantially all empley. CenturyTel also sponsors an Outside
Directors' Retirement Plan and a Supplemental Bkec®Retirement Plan to provide directors and @fifi; respectively, with supplemental
retirement, death and disability benefits. The Canypuses a December 31 measurement date for iits. pla

The following is a reconciliation of the beginniagd ending balances for the aggregate benefitatiig and the plan assets for the
Company's retirement and savings plans.

December 31, 2004 2003 2002

(Dollars in thousands)
Change in benefit obligation

Benefit obligation at beginning of year $ 390,833 346,256 271,490
Service cost 14,175 12,840 10,353
Interest cost 23,156 23,617 20,053
Plan amendments 428 - -
Acquisitions - - 51,428
Settlements - (9,962) -
Actuarial loss 16,304 46,221 9,231
Benefits paid (26,266) (28,139) (16,299)
Benefit obligation at end of year $ 418,630 390,833 346,256

Change in plan assets

Fair value of plan assets at beginning of yea r $ 348,308 266,420 270,902
Return on plan assets 35,892 52,783  (42,998)
Employer contributions 6,047 50,437 3,387
Acquisitions - 6,807 51,428
Benefits paid (26,266) (28,139) (16,299)
Fair value of plan assets at end of year $ 363,981 348,308 266,420

At December 31, 2004 and 2003, the Company's umdeéed] pension plans (meaning those with benefigatibns in excess of plan assets)
had aggregate benefit obligations of $172.0 milbowl $138.4 million, respectively, and aggregasm pissets of $109.0 million and $84.4
million, respectively.

Net periodic pension expense for 2004, 2003 an@ 2@fuded the following componen

Year ended December 31, 2004 200 3 2002
(Dollars in tho usands)
Service cost $ 14,175 12,8 40 10,353
Interest cost 23,156 23,6 17 20,053
Expected return on plan assets (28,195) (22,0 65) (28,575)
Settlements 1,093 2,2 33 -
Recognized net losses 5,525 7,2 14 1,248
Net amortization and deferral 279 3 97 395
Net periodic pension expense $ 16,033 24,2 36 3,474
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The following table sets forth the combined pldneted status and amounts recognized in the Congpaogsolidated balance sheet at
December 31, 2004, 2003 and 2002.

December 31, 2004 2 003 2002
(Dollars in thousands)

Benefit obligation $(418,630) (39 0,833) (346,256)
Fair value of plan assets 363,981 34 8,308 266,420
Unrecognized transition asset (648) (900) (1,152)
Unamortized prior service cost 3,618 3,721 4,370
Unrecognized net actuarial loss 98,479 9 8,759 102,664
Prepaid pension cost $ 46,800 5 9,055 26,046

The Company's accumulated benefit obligation d3emfember 31, 2004 and 2003 was $353.1 million &&9$ million, respectively.

Amounts recognized on the balance sheet consist of:

December 31, 2004 2003 2002
(Dollars in thousands)
Prepaid pension cost (reflected in Other Assets) $ 46,800 59,055 26,046
Additional minimum pension liability (reflected in Deferred
Credits and Other Liabilities) (18,450) - (56,388)
Intangible asset (reflected in Other Assets) 3,043 - 1,212
Accumulated Other Comprehensive Loss 15,407 - 55,176

$ 46,800 59,055 26,046

Assumptions used in accounting for the pensiongptenof December 2004 and 2003 were:

2004 2003

Determination of benefit obligation

Discount rate 575 6.0

Weighted average rate of compensation increase 4.0% 4.0
Determination of benefit cost

Discount rate 6.0% 6.75

Weighted average rate of compensation increase 4.0% 4.50

Expected long-term rate of return on assets 8.25 8.25

The Company employs a total return investment aagravhereby a mix of equities and fixed income stweents are used to maximize the
long-term return of plan assets for a prudent lefeisk. The intent of this strategy is to minimiplan expenses by outperforming plan
liabilities over the long term. Risk tolerance #ablished through careful consideration of plabilities, plan funded status and corporate

financial condition. Investment risk is measured aronitored on an ongoing basis through annuailitalmeasurements, periodic asset
studies and periodic portfolio reviews.
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The Company's pension plans weighted-average alésedtions at December 31, 2004 and 2003 by assegory are as follows:

2004 2003

Equity securities 71.7% 54.0
Debt securities 255 11.0
Cash and cash equivalents - 323
Other 28 27

Total 100.0% 100.0

In determining the expected return on plan askéttgrical markets are studied and long-term reteghips between equities and fixed income
are preserved consistent with the widely-accepagital market principle that assets with highemtitity and risk generate a greater return
over the long term. Current market factors sucimagtion and interest rates are evaluated befongterm capital market assumptions are
determined. Peer data and historical returns areraliewed to check for reasonableness.

The amount of the 2005 contribution will be detared based on a number of factors, including theltesf the 2005 actuarial valuation
report. At this time, the amount of the 2005 cdnttion is not known.

The Company's estimated future projected benefitneats under its defined benefit pension plansar®llows: 2005 - $20.7 million; 2006 -
$22.1 million; 2007 - $23.4 million; 2008 - $26.2llion; 2009 - $28.4 million; and 2010-2014 - $186nillion.

CenturyTel sponsors an Employee Stock Ownership PESOP") which covers most employees with one péaervice with the Company

and is funded by Company contributions determirmatlally by the Board of Directors. The Companyisemse related to the ESOP during

2004, 2003 and 2002 was $8.1 million, $8.9 milliand $9.3 million, respectively. At December 31020the ESOP owned an aggregate of
6.8 million shares of CenturyTel common stock.

CenturyTel and certain subsidiaries also sponsalifted profit sharing plans pursuant to Sectiod @) of the Internal Revenue Code (the
"401(k) Plans") which are available to substantiall employees of the Company. The Company's nragotontributions to the 401(k) Plans
were $9.1 million in 2004, $8.2 million in 2003 aff.7 million in 2002.
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(12) INCOME TAXES

Income tax expense from continuing operations uhetlin the Consolidated Statements of Income fytars ended December 31, 2004,
2003 and 2002 was as follows:

Year ended December 31, 2004 2003 2002
(Dollars in thousan ds)
Federal
Current $ 121,374 58,659 22,987
Deferred 59,973 118,600 80,056
State
Current 14,380 (113) 11,406
Deferred 14,401 10,106 (8,944)
$ 210,128 187,252 105,505

Income tax expense for 2003 was reduced by $21l@mprimarily as a result of reducing the valwatiallowance related to net state

operating loss carryforwards as it was more likbn not that future taxable income will be suéfitito enable the Company to utilize this
portion of the operating loss carryforwards.

Income tax expense from continuing operations viasated as follows:

Year ended December 31, 2004 2003 2002
(Dollars in thousands)
Income tax expense in the consolidated statements o fincome $ 210,128 187,252 105,505
Stockholders' equity:
Compensation expense for tax purposes in excess o f
amounts recognized for financial reporting pur poses (3,244) (4,385) (7,471)
Tax effect of the change in accumulated other
comprehensive income (loss) (5,195) 19,763 (19,763)

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

Year ended December 31, 2004 2003 2002

(Percentage of pre-tax income)

Statutory federal income tax rate 35.0% 35.0 35.0
State income taxes, net of federal income tax benef it 3.4 1.2 5
Amortization of investment tax credits - - (.1)
Amortization of regulatory liability - (.1) (.3)
Other, net - (.9) 2
Effective income tax rate 38.4% 35.2 35.3

The tax effects of temporary differences that géseto significant portions of the deferred tagets and deferred tax liabilities at December
31, 2004 and 2003 were as follows:
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December 31, 2004 2003

(Dollars in thousands)
Deferred tax assets

Postretirement benefit costs $ 72,353 59,215
Regulatory support 12,509 12,464
Net state operating loss carryforwards 48,735 41,358
Other employee benefits 19,096 10,160
Other 31,593 24,819
Gross deferred tax assets 184,286 148,016
Less valuation allowance (27,112) (19,735)
Net deferred tax assets 157,174 128,281

Deferred tax liabilities

Property, plant and equipment, primarily due t o]
depreciation differences (340,175) (291,482)
Goodwill (394,832) (350,812)
Deferred debt costs (2,275) (2,470)
Intercompany profits (3,301) (3,485)
Other (18,348) (8,583)
Gross deferred tax liabilities (758,931) (656,832)
Net deferred tax liability $ (601,757) (528,551)

The Company establishes valuation allowances wkeassary to reduce the deferred tax assets to asmexpected to be realized. As of
December 31, 2004, the Company had available tagflie associated with net state operating losyfmawards, which expire through 2024,
of $48.7 million. The ultimate realization of thertefits of the carryforwards is dependent uporgireeration of future taxable income during
the periods in which those temporary differenceb@ deductible. The Company considers its schddeleersal of deferred tax liabilities,
projected future taxable income and tax planningtegiies in making this assessment. As a resslidi assessment, $27.1 million was
reserved through the valuation allowance as of Bee 31, 2004 as it is likely that this amount ef aperating loss carryforwards will not
utilized prior to expiration.

(13) EARNINGS PER SHARE

In the fourth quarter of 2004, the Company adojietbrging Issues Task Force No. 04-8, "The Effe@afitingently Convertible
Instruments on Diluted Earnings Per Share" ("EIBFB0). EITF 04-8 requires contingently convertiblstruments be included in the diluted
earnings per share calculation. The Company's $iiion Series K senior notes (issued in the thjuérter of 2002) are convertible into
common stock under various contingent circumstarinekiding the common stock attaining a specifiedling price in excess of the notes'
fixed conversion price. Beginning in the fourth geaof 2004, the Company's diluted earnings per
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share and diluted shares outstanding reflect thicagpion of EITF 04-8. Prior periods have beenat=i to reflect this change in accounting.
The following is a reconciliation of the numeratarsd denominators of the basic and diluted earniegshare computations:

Year ended December 31, 2004 2003 200 2
(Dollars, except per share
amounts, and shares in thousands)

Income (Numerator):

Income from continuing operations $ 337,244 344,707 193, 533

Discontinued operations, net of tax - - 608, 091
Net income 337,244 344,707 801, 624
Dividends applicable to preferred stock (399) (399) ( 399)
Net income applicable to common stock for computing

basic earnings per share 336,845 344,308 801, 225
Interest on convertible debentures, net of tax 4,829 5,079 1, 845
Dividends applicable to preferred stock 399 399 399

Net income as adjusted for purposes of computing
diluted earnings per share $ 342,073 349,786 803, 469

Shares (Denominator):
Weighted average number of shares outstanding

during period 137,225 143,673 141, 796
Employee Stock Ownership Plan shares not committed

to be released (10) (90) ( 183)
Weighted average number of shares outstanding durin g

period for computing basic earnings per share 137,215 143,583 141, 613

Incremental common shares attributable to
dilutive securities:
Shares issuable under convertible securities 4,514 4,514 1, 964
Shares issuable under outstanding stock option S 415 682 831
Number of shares as adjusted for purposes of
computing diluted earnings per share 142,144 148,779 144, 408

Basic earnings per share

From continuing operations $ 2.45 2.40 1 .36

From discontinued operations $ - - 4 .29

Basic earnings per share $ 2.45 2.40 5 .66
Diluted earnings per share

From continuing operations $ 2.41 2.35 1 .35

From discontinued operations $ - - 4 .21

Diluted earnings per share $ 241 2.35 5 .56

The weighted average number of options to purchhases of common stock that were excluded fronceeputation of diluted earnings per
share because the exercise price of the optiorgveager than the average market price of the constamk was 2.4 million for 2004, 2.6
million for 2003 and 3.3 million for 2002.
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(14) STOCK OPTION PROGRAMS

CenturyTel currently maintains programs which altv Board of Directors, through the Compensatiom@ittee, to grant (i) incentives to
certain employees in any one or a combination eéisé forms, including incentive and non-qualifidck options; stock appreciation rights;
restricted stock; and performance shares anddicksoptions to outside directors. As of Decemlier2904, CenturyTel had reserved 9.7
million shares of common stock which may be issueder CenturyTel's current incentive compensatiog@ams.

Under the Company's programs, options have beertegtéo employees and directors at a price eithealeo or exceeding the then-current
market price. All of the options expire ten yediterathe date of grant and the vesting period rarigem immediate to three years.

Stock option transactions during 2004, 2003 and®20@ére as follows:

Number Av erage
of options o] rice

Outstanding December 31, 2001 6,367,520 $ 23.51
Exercised (1,366,560) 13.97
Granted 1,983,150 32.28
Forfeited (88,308) 28.59
Outstanding December 31, 2002 6,895,802 27.95
Exercised (1,059,414) 22.30
Granted 1,720,317 27.36
Forfeited (822,133) 33.34
Outstanding December 31, 2003 6,734,572 28.14
Exercised (827,486) 22.96
Granted 952,975 28.22
Forfeited (146,503) 27.90
Outstanding December 31, 2004 6,713,558 28.79
Exercisable December 31, 2004 4,686,177 28.71
Exercisable December 31, 2003 3,807,355 27.21
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Options outstanding

The following tables summarize certain informataout CenturyTel's stock options at December 30420

Weighted a verage
Range of remaining co ntractual Weighted average
exercise prices Number of options  life outst anding exercise price
$ 13.33-17.64 605,300 17 $14.51
24.36-29.88 3,563,019 7.3 27.68
30.00-39.00 2,523,274 6.1 33.64
45.54-46.19 21,965 4.2 45.62
13.33-46.19 6,713,558 6.3 28.79
Options exercisable
Range of Number of Weighted av erage
exercise prices options exercisable exercise p rice
$ 13.33-17.64 605,300 $14.5 1
24.36-29.88 2,055,911 27.7 5
30.00-39.00 2,003,001 33.8 0
45.54-46.19 21,965 45.6 2
13.33-46.19 4,686,177 28.7 1

(15) SUPPLEMENTAL CASH FLOW DISCLOSURES

The amount of interest actually paid by the Compaey of amounts capitalized of $762,000, $488 &0 $1.2 million during 2004, 2003
and 2002, respectively, was $207.2 million, $221illion and $210.9 million during 2004, 2003 and20respectively. Income taxes paid
were $129.9 million in 2004, $91.6 million in 2088d $325.5 million in 2002. Income tax refunds lede58.9 million in 2004, $85.7 million

in 2003 and $2.7 million in 2002.

The Company has consummated the acquisitions @fusoperations, along with certain other assetsnd the three years ended December
31, 2004. In connection with these acquisitions,ftllowing assets were acquired and liabilitiesuased:

Year ended December 31, 2004 2003 2002
(D ollars in thousands)

Property, plant and equipment, net $ - 46,390 866,575
Goodwill 5,2 74 21,743 1,335,157
Deferred credits and other liabilities 3,3 81) 21,754 (56,897)
Other assets and liabilities, excluding

cash and cash equivalents 1 07 (3,644) 100,191
Decrease in cash due to acquisitions $ 20 00 86,243 2,245,026
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The Company has disposed of various operationsatefll within continuing operations, along with aartother assets, during the three years
ended December 31, 2004. In connection with thesgmoditions, the following assets were sold, litiei# eliminated, assets received and gain

recognized:

Year ended December 31,

Other assets and liabilities, excluding cash and

cash equivalents
Gain on sale of assets

Increase in cash due to dispositions

For information on the Company's discontinued ofi@ma, see Note 3.

(16) FAIR VALUE OF FINANCIAL INSTRUMENTS

2004 2003 2002

(Dollars in thousands)

$ - - (435)
- - (3,709)
s - - (4144)

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

2004 and 2003.

December 31, 2004

Financial assets
Other

Financial liabilities
Long-term debt (including current maturities)
Interest rate swaps
Other

December 31, 2003

Financial assets
Other

Financial liabilities
Long-term debt (including current maturities)
Interest rate swaps
Other

Carrying Fair
Amount value

(Dollars in thousands)

$ 96,808 96,808 (2)

$ 3,011,636 3,132,041 (1)
$ 6283 6,283(2
$ 50,860 50,860 (2)

$ 82258 82,258 (2)

$ 3,181,755 3,440,279 (1)
$ 11,603 11,693 (2)
$ 44612 44,612 (2)

(1) Fair value was estimated by discounting theedaked payment streams to present value basedrafgmcurrently available to the

Company for similar debt.

(2) Fair value was estimated by the Company to@pigrate carrying value.

The carrying amount of cash and cash equivaleotsuats receivable, accounts payable and accryszhegs approximates the fair value
to the short maturity of these instruments and mtébeen reflected in the above table.



(17) BUSINESS SEGMENTS

The Company is an integrated communications compaggged primarily in providing an array of comnuaions services to its customers,
including local exchange, long distance, Interroeeas and broadband services. The Company stoveaihtain its customer relationships
by, among other things, bundling its service offgs to provide its customers with a complete afiggf integrated communications services.
Effective in the first quarter of 2004, as a residilthe Company's increased focus on integratedleufferings and the varied discount
structures associated with such offerings, the Gompuletermined that its results of operations waeldnore appropriately reported as a
single reportable segment under the provisiongatefent of Financial Accounting Standards No. IBisclosures about Segments of an
Enterprise and Related Information." Therefore,rmults of operations for 2004 reflect the prestion of a single reportable segment.
Results of operations for 2003 and 2002 have berfoamed to the Company's 2004 presentation afiglesireportable segment.

The Company's operating revenues for its produadssarvices include the following components:

Year ended December 31, 2004 2003 2002
(Dollars in th ousands)

Local service $ 716,028 712,56 5 570,871
Network access 966,011 1,001,46 2 884,982
Long distance 186,997 173,88 4 146,536
Data 275,777 244,99 8 179,695
Fiber transport and CLEC 74,409 43,04 1 21,666
Other 188,150 191,66 0 168,246
Total operating revenues $ 2,407,372 2,367,61 0 1,971,996

For a description of each of the sources of revermsee "Management's Discussion and Analysis @frigial Condition and Results of
Operations - Operating Revenues."

Interexchange carriers and other accounts recewabthe balance sheets are primarily amountsrdue arious long distance carriers,
principally AT&T, and several large local excharaperating companies.

(18) COMMITMENTS AND CONTINGENCIES
Construction expenditures and investments in veljdiuildings and equipment during 2005 are estichttt be $400 million.
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In Barbrasue Beattie and James Sovis, on beh#iieofiselves and all others similarly situated, \ntGe/Tel, Inc., filed on October 29, 2002
in the United States District Court for the EastBistrict of Michigan (Case No. 02-10277), the ptéfs allege that the Company unjustly
and unreasonably billed customers for inside wiegntenance services, and seek unspecified moneggisrand injunctive relief under
various legal theories on behalf of a purported<laf over two million customers in the Compangtsthone markets. The Court has not yet
ruled on the plaintiffs’ certification motion, ahds not yet set a date to resolve this issue. Gheurrent status of this case, the Company
cannot estimate the potential impact, if any, thet case will have on its results of operations.

The Telecommunications Act of 1996 allows localleatge carriers to file access tariffs on a stresadlibasis and, if certain criteria are met,
deems those tariffs lawful. Tariffs that have bedgemed lawful" in effect nullify an interexchangarrier's ability to seek refunds should the
earnings from the tariffs ultimately result in eiags above the authorized rate of return prescrilyetthe FCC. Certain of the Company's
telephone subsidiaries file interstate tariffs diewith the FCC using this streamlined filing apach. As of December 31, 2004, the amount
of the Company's earnings in excess of the authdniate of return reflected as a liability on tladaince sheet for the combined 2001/2002
2003/2004 monitoring periods aggregated approxiipm&@3 million. The settlement period related fotie 2001/2002 monitoring period
lapses on September 30, 2005 and (ii) the 2003/gtftoring period lapses on September 30, 200&.ddmpany will continue to monitor
the legal status of any pending or future proceggithat could impact its entitlement to these fuadsl may recognize as revenue some or all
of the over-earnings at the end of the settlemeribg or as the legal status becomes more certain.

From time to time, the Company is involved in otpesceedings incidental to its business, includidministrative hearings of state public
utility commissions relating primarily to rate magji actions relating to employee claims, occasigrniavance hearings before labor
regulatory agencies and miscellaneous third partyaictions. The outcome of these other proceedigst predictable. However, the
Company does not believe that the ultimate resmiutif these other proceedings, after considerimgae insurance coverage, will have a
material adverse effect on its financial positi@sults of operations or cash flows.
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CENTURYTEL, INC.

Consolidated Quarterly Income Statement Information

(Unaudited)

First Second Third Fou rth

quarter quarter  quarter quar ter

(Dollars in thousands, except per share amount s)

(unaudited)

2004
Operating revenues $ 593,704 603,555 603,879 606, 234
Operating income $ 183,557 189,911 190,869 189, 616
Net income $ 83,279 83,284 86,192 84, 489
Basic earnings per share $ .58 .60 .64 .63
Diluted earnings per share $ .57 .59 .63 .62

2003

Operating revenues
Operating income

578,014 586,729 600,264 602, 603
184,773 188,381 190,781 186, 461
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Net income 87,367 90,979 82, 442
Basic earnings per share .59 .61 .63 57
Diluted earnings per share .58 .60 .62 .56
2002

Operating revenues $ 422,918 438,702 524,497 585, 879
Operating income $ 119,049 109,531 157,716 189, 110
Income from continuing operations $ 43,117 41,482 64,589 44, 345
Net income $ 70,767 78,763 607,749 44, 345
Basic earnings per share from continuing operations $ .30 .29 46 31
Basic earnings per share $ .50 .56 4.29 31
Diluted earnings per share from continuing operatio ns $ .30 .29 .45 31
Diluted earnings per share $ .50 .55 4.20 31

Diluted earnings per share for all periods has bestated to reflect the application of EITF 048¢e Note 13 for additional information.

Diluted earnings per share for the fourth quarf&20®3 included a $.06 per share charge relatepéoating taxes, net of related revenue
effect, and interest associated with various opegaax audits.

Diluted earnings per share for the third quarte2@32 included $3.67 per share related to the gaithe sale of substantially all of the
Company's wireless operations, net of amountsemritiff for costs expended related to the wirelestign of the new billing system curren
in development. Diluted earnings per share forfthieth quarter of 2002 was negatively impacted 1836%er share related to the redemption
premium on the Company Series | remarketable rthegsvere redeemed in October 2002.

On July 1 and August 31, 2002, the Company acquiezdly 650,000 telephone access lines and redestsets from Verizon. See Note 2 for
additional information.
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(CENTURYTEL LOGO)
[ 1 Mark this box with an X if you have made chaasde your name or address details above.

ANNUAL MEETING PROXY CARD

L]
A TO ELECT FOUR CLASS Il DIRECTORS

1. The Board of Directors recommends a vote FOR the listed nominees.

For Withhold KEY FOR EXPLANATION OF VOTING RIGHTS
01 - Virginia Boule:- -[]“ []
02 - Calvin Czeschin [1 11
03 - James B. Gardner [1 11

04 - Gregory J. McCray  [] [] )

B ISSUES

For Against Abstain
2. To ratify the selection of KPMG LLP as the [1 11 11
Company's independent auditor for 2005.

For Against Abstain
3. Approval of the 2005 Management Incentive [1 11 0
Compensation Plan.

For Against Abstain
4. Approval of the 2005 Directors Stock Plan. [1 11 0

For Against Abstain
5. Approval of the 2005 Executive Officer [1 [1 11
Short-Term Incentive Program.

6. In their discretion to vote upon such
other business as may properly come before
the Meeting.

C AUTHORIZED SIGNATURES - SIGN HERE - THIS SECTION MUST BE COMPLETED FOR YOUR
INSTRUCTIONS TO BE EXECUTED.

Please sign exactly as name appears on the certific ate or certificates
representing shares to be voted by this proxy. When signing as executor,
administrator, attorney, trustee or guardian, pleas e give full title as such. If
a corporation, please sign in full corporate name b y president or other
authorized officer. If a partnership, please sign i n partnership name by

authorized persons.

Signature 1 - Please keep signature within the box Signature 2 - Please keep signature within the box  Date(mm/dd/yyyy)




PROXY - CENTURYTEL, INC.

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

The undersigned hereby constitutes and appoints &I€ost, Il or Stacey W. Goff, or either of thegmnoxies for the undersigned, with full
power of substitution, to represent the undersigaratito cast the number of votes attributableltofahe shares of common stock and voting
preferred stock (collectively, the "Voting Sharesf)CenturyTel, Inc. (the "Company") that the ursiigned is entitled to vote at the annual
meeting of shareholders of the Company to be helsllay 12, 2005, and at any and all adjournmentetif€the "Meeting").

The Board of Directors recommends that you vote F@Rhominees and the proposals listed on thesewgde hereof. In addition to serving
as a Proxy, this card will also serve as instruntito Computershare Investor Services, LLC (theet9 to cast in the manner designated on
the reverse side hereof the number of votes alledalthe undersigned, if any, that are attribwgablshares of the Company's common stock
held as of March 22, 2005 in the name of the Agedk credited to any plan account of the undersigmadcordance with the Company's
dividend reinvestment plan or employee stock pwetm@ans. Upon timely receipt of this Proxy, préypexecuted, all of the votes attributa

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

(Please See Reverse Side)

INTERNET AND TELEPHONE VOTING INSTRUCTIONS
YOU CAN VOTE BY TELEPHONE OR INTERNET! AVAILABLE 24HOURS A DAY 7 DAYS A WEEK! Instead of mailing youyaroxy,
you may choose one of the two voting methods cedlinelow to vote your prox

TO VOTE USING THE TELEPHONE (WITHIN U.S. AND CANADA ) TO VOTE USING THE INTE RNET

o Call toll free 1-XXX-XXX-XXXX in the United State s or Canada any time on o Go to the following web site:

a touch tone telephone. There is NO CHARGE to you f or the call. WWW.COMPUTERSHARE.COM/ US/PROXY

o Follow the simple instructions provided by the re corded message. o Enter the informatio n requested on your computer
screen and follow the simple instructions.

IF YOU VOTE BY TELEPHONE OR THE INTERNET, PLEASE DROT MAIL BACK THIS PROXY CARD. Proxies submitted/b
telephone or the Internet must be received by &:60, Central Time, on XXXXX XX, 200X. THANK YOU FR VOTING

End of Filing
Pewerad By Iil}{i;\[_im
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