UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K

[ X] Annual Report Pursuant to Section 13 or 15(d) of th
Securities Exchange Act of 1934

For the fiscal year ended December 31, 2008

or

[ ] Transition Report Pursuant to Section 13 or 15(d) bthe
Securities Exchange Act of 1934

Commission file number 1-7784

CENTURYTEL, INC.
(Exact name of Registrant as specified in its @vart

Louisiana 72-0651161
(' State or other jurisdiction ¢ (IRS Employe
incorporation or organization Identification No.)
100 CenturyTel Drive, Monroe, Louisia 71203
(Address of principal executive offict (Zip Code)

Registrant’s telephone number, including area cd8&8) 388-9000
Securities registered pursuant to Section 12(thefAct:

Title of each class Name of each exchange on which registered

Common Stock, par value $1. New York Stock Exchang
Berlin Stock Exchang
Securities registered pursuant to Section 12(ghefAct:

Stock Options
(Title of class)

Indicate by check mark if the Registrant is a vikelbwn seasoned issuer, as defined in Rule 405%edB#turities Act. Yes[X] No[ ]
Indicate by check mark if the Registrant is notuiegd to file reports pursuant to Section 13 orti®acl5(d) of the Act. Yes[ ] No [X]
Indicate by check mark whether the Registrant &k)filed all reports required to be filed by Secti® or 15(d) of the Act during the preceding 12hths (or for such

shorter period that the Registrant was
required to file such reports), and (2) has bedjestito such filing requirements for the past 89sd  Yes[X] No[ ]



Indicate by check mark if disclosure of delinquilers pursuant to Item 405 of RegulatiorkSs not contained herein, and will not be contdirte the best of Registre
knowledge, in definitive proxy or
information statements incorporated by referendeart 11l of this Form 10-K or any amendment tastRorm 10-K. [ ]

Indicate by check mark whether the Registrantlisge accelerated filer, an accelerated filer, poa-accelerated filer. See definition of “accated filer and large
accelerated filer” in Rule 12b-2 of the
Exchange Act. (Check one):

Large accelerated filer [X] Acceleraféer [ ] Non-accelerated filer
[1] Smaller reporting company [ ]
Indicate by check mark if the Registrant is a sbethpany (as defined in Rule 12b-2 of the Act)Yes [ ] No [X]

The aggregate market value of voting stock helddyaffiliates (affiliates being for these purposesyatirectors, executive officers and holders of nibian five perce
of our outstanding voting
securities) was $3.2 billion as of June 30, 2088.of February 20, 2009, there were 100,319,318eshaf common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE:

Portions of the Registrant’s Proxy Statement téubeished in connection with the 2009 annual megtihshareholders are incorporated by referen€&am 11 of this
Report.



Part I.

Item 1.
Item 1A
Iltem 1B
Iltem 2.
Item 3.
Item 4.

Part II.
Item 5.

Iltem 6.
Iltem 7.

Iltem 7A.

Item 8.
Item 9.

Iltem 9A.
Item 9B.

Part IIl.

Item 10.
Item 11.
Iltem 12.
Iltem 13.
Iltem 14.

Part IV.
Item 15

Signature

Table of Contents

Business
. Risk Factors
. Unresolved Staff Commen
Properties
Legal Proceeding:
Submission of Matters to a Vote of Security Holdemsl Executive Officers of the Registrai

Market for Registra’s Common Equity, Related StockholcMatters and Issuer Purchases of Equity Secu
Selected Financial Da

Managemer's Discussion and Analysis of Financial Conditiand Results of Operatiol

Quantitative and Qualitative Disclosures About MarRisk

Financial Statements and Supplementary |

Changes in and Disagreements with Accountants aouting and Financial Disclosur

Controls and Procedur

Other Informatior

Directors, Executive Officers and Corporate Goveos
Executive Compensatic

Security Ownership of Certain Beneficial Owners Ma&hagemen
Certain Relationships and Related Transact

Principal Accountant Fees and Servi

. Exhibits, Financial Statement Schedules and Repartsorm K

S

12z

138



PART |

Item 1. Business

On October 26, 2008, we agreed to acquire Embarg @Quoration (“EMBARQ”) in a stock-for-stock transacti on that we expect to complete in the second
quarter of 2009, subject to the satisfaction of vaous closing conditions. The information containedh this annual report does not reflect the impact bus
acquiring EMBARQ. For additional information, see “Pending Acquisition” below.

General. CenturyTel, Inc., together with its subsidéstiis an integrated communications company engagedrily in providing an array of communications
services, including local and long distance voingrnet access and broadband services. We strivaintain our customer relationships by, amomgiothings,
bundling our service offerings to provide a completfering of integrated communications servicége conduct all of our operations in 25 states ledatithin the
continental United States.

At December 31, 2008, our incumbent local exchdalgghone subsidiaries operated approximately Almtelephone access lines, primarily in rureg@s and
small to mid-size cities in 23 states, with ove%68f these lines located in Missouri, Wisconsimral#dma, Arkansas and Washington. According to plied sources,
we are currently the seventh largest local exchaglgphone company in the United States basedeonumber of access lines served.

We also provide fiber transport, competitive loeathange carrier, security monitoring, and oth@nmainications and business information servicegitan
local and regional markets.

In recent years, we have expanded our productingferto include satellite television services aneless broadband services. For additional in&drom, see
“Operations - Recent Product Developments” below.

For information on the amount of revenue derivedblyvarious lines of services, see “Operationsrviges” below and Item 7 of this annual report.

Pending acquisition.On October 26, 2008, we entered into a definitie¥gar agreement to acquire Embarq Corporation (“BMB”) in a stock-for-stock
transaction. Under the terms of the agreement, ERIB shareholders will receive 1.37 CenturyTel shdoe each share of EMBARQ common stock they own at
closing. On December 31, 2008, EMBARQ had outstandpproximately 142.4 million shares of commarcktand $5.7 billion of longerm debt. The two compani
have a combined operating presence in 33 statbsapfiroximately 7.7 million access lines and twdiom broadband customers.

Completion of the transaction is subject to thesiigicof regulatory approvals, including approvatmi the Federal Communications Commission and icestate
public service commissions, as well as other cuatgrolosing conditions. Subject to these condgjame anticipate closing this transaction in theose quarter of
20009.



See Item 1A, Risk Factors, for additional inforroatconcerning the pending acquisition of EMBARQddRional information about EMBARQ is included in
documents that it has filed with the U.S. Secwsitiad Exchange Commission (the “SEC”). See “Whefiand additional information” below.

The foregoing description of the pending EMBARQ gegris not complete, and is qualified in its engitey reference to our Current Reports on Form e
with the SEC on October 27 and October 30, 20@8udting the exhibits thereto.

Recently completed acquisitions On April 30, 2007, we acquired all of the datsling stock of Madison River Communications C¢tpadison River”) for
approximately $322 million cash (including the effef post-closing adjustments). In connectiorhwiite acquisition, we also paid all of Madison Risexisting
indebtedness (including accrued interest), whighr@dmated $522 million. At the time of this acsjtion, Madison River operated approximately 168,p6edominan
rural access lines in four states with more the# Bgh-speed Internet penetration and its netwockuded ownership in a 2,100 route mile fiber netwo

In June 2005, we acquired fiber assets in 16 melitap markets from KMC Telecom Holdings, Inc. (“KB/) for approximately $75.5 million cash, which has
enabled us to offer broadband and competitive legkehange services to customers in these mark@tsing 2008, we sold the assets in six of theseketa in two
separate transactions.

In June 2003, we purchased for $39.4 million chsheissets of Digital Teleport, Inc., a regional pamications company providing wholesale data trartsp
services to other communications carriers ovefibier optic network located in Missouri, Arkans@klahoma and Kansas. In addition, in December 2@@3acquired
additional fiber transport assets in Arkansas, Blissand lllinois from Level 3 Communications, Irfor approximately $15.8 million cash. For additabinformation,
see “Operations - Services - Fiber Transport anBCL

We also acquired approximately 660,000, 490,0006&84000 telephone access lines in transactionpleted in 1997, 2000 and 2002, respectively, edch o
which substantially expanded our operations. T0@22acquisition of telephone access lines was fipdenarily from proceeds received from the salsudfstantially
all of our wireless operations in August 2002.

We continually evaluate the possibility of acquiriadditional communications assets in exchangedsh, securities or other properties, and at argngiime
may be engaged in discussions or negotiationsdegpadditional acquisitions. We generally do aehounce our acquisitions or dispositions untilhaee entered into
a preliminary or definitive agreement. Althougtr puimary focus will continue to be on acquiringarests that are proximate to our properties drd@eve a customer
base large enough for us to operate efficientlynvag also acquire other communications interegisttagse acquisitions could have a material imppohws.



Where to find additional information.We make available all of our filings with the SE@c{uding Forms 10-K, 10-Q and 8-K) on our website
( www.centurytel.con) as soon as reasonably practicable after we caenpleeh filings with the SEC. These documents aisy be obtained from the SEC’s website at
www.sec.gov. You may obtain copies of EMBARQ's filings witheé SEC at the same website, or at EMBARQ’s welsitew.EMBARQ.com).

We also make available on our website our Corpdgateernance Guidelines, our Corporate Complianogriam and the charters of our audit, compensatisia,
evaluation, and nominating and corporate governaonnamittees. We will furnish printed copies ofgshenaterials free of charge upon the request oshaseholder. |
a provision of our Corporate Compliance Prograemiended, other than by a technical, administratihvaher non-substantive amendment, or a waiveewtiis
program is granted to a director or executive effimotice of such amendment or waiver will be edsin our website. Also, we may elect to disctbeeamendment or
waiver in a report on Form 8-K filed with the SEOnly our board of directors may consider a wasfeour Corporate Compliance Program for a direotogxecutive
officer.

In connection with filing this annual report, ourief executive officer and chief financial officerade the certifications regarding our financiatttisures
required under the Sarbanes-Oxley Act of 2002 tead\ct’s related regulations. In addition, durR@D8 our chief executive officer certified to thew York Stock
Exchange that he was unaware of any violation byfilse New York Stock Exchange’s corporate govecedisting standards.

Industry information Unless otherwise indicated, information contdiimethis annual report and other documents fikedidunder the federal securities laws
concerning our views and expectations regardingtimemunications industry are based on estimate® imadis using data from industry sources, and saragtions
made by us based on our management’s knowledgexaedience in the markets in which we operate haddmmunications industry generally. We belidese
estimates and assumptions are accurate as oftihendale; however, this information may prove tanaecurate because it cannot always be verifiell wit
certainty. You should be aware that we have ri¢pendently verified data from industry or othérdparty sources and cannot guarantee its accumacy
completeness. Our estimates and assumptions mvisks and uncertainties and are subject to chbhaged on various factors, including those discusséem 1A of
this annual report.



Other. As of December 31, 2008, we had approximatéd@®employees, of which approximately 1,600 werentrers of 15 different bargaining units
represented by the International Brotherhood otfElal Workers and the Communications Workers ofekica. We believe that relations with our empky continu
to be generally good. During 2006, 2007 and 2@@8announced reductions of our workforce which eggted approximately 700 jobs, primarily due tan@reased
competitive pressures and the loss of accessdivesthe last several years, (ii) completion of Madison River integration and (iii) the eliminatiof certain customer
service personnel due to reduced call volumes.

We were incorporated under Louisiana law in 1968eiwe as a holding company for several telephonganies acquired over the previous 15 to 20 y€ars.
principal executive offices are located at 100 @syitel Drive, Monroe, Louisiana 71203 and our télepe number is (318) 388-9000.



OPERATIONS

According to published sources, we are the seMangest local exchange telephone company in théedr8tates, based on the approximately 2.0 mifimress
lines we served at December 31, 2008. An “acdeesik a telephone line that connects a home smless to the public switched telephone network.offour access
lines are digitally switched. Through our operatiakgphone subsidiaries, we provide local exchaegeices to predominantly rural areas and smatiitbsize cities in
23 states.

The following table lists additional informationgarding our access lines as of December 31, 2002@®7 (rounded to the nearest thousand lines).

December 31, 20C December 31, 20C December 31, 20C

Number of Percent o Number of Percent o
State access line access line access line access line
Missouri 387,00( 1S% 408,00( 19%
Wisconsin (1) 362,00( 18 387,00( 18
Alabama (2] 268,00( 13 290,00( 14
Arkansas 197,00( 1C 211,00( 10
Washingtor 147,00( 7 157,00( 7
Michigan 86,00( 4 91,00( 4
Colorado 82,00( 4 86,00( 4
Louisiana 80,00( 4 84,00( 4
Oregon 62,00( 3 66,00( 3
Ohio 57,00( 3 64,00( 3
lllinois (2) 53,00( 3 57,00( 3
Montana 53,00( 3 57,00( 3
Texas 31,00(¢ 2 33,00( 2
Georgia (2, 30,00( 2 34,00( 2
Minnesots 25,00( 1 27,00( 1
Tennesse 22,00( 1 23,00( 1
Mississippi 21,00( 1 22,00( 1
North Carolina (2 13,00( * 14,00( *
Wyomin 6,00(C * 6,00( *
Ngw Me?dco 5,00(C * 6,00( *
Idaho 5,00( & 5,00( *
Indiana 4,00( * 5,00( *
lowa 2,00( * 2,00( *

1,998,00! 10(% 2,135,00! 10C%

* Represents less than 1% of access lines.

(1) As of December 31, 2008 and 2007, approximatel§@Band 51,000, respectively, of these lines weneeol and operated by our 89%-owned affiliate.
(2) In connection with our acquisition of MadisBiver in April 2007, we acquired an aggregate qfragimately 164,000 access lines in lllinois, Alate Georgia
and North Carolina.



The following table summarizes certain informatiefated to our customer base, operating revenubsapital expenditures for the past five yearse Z808 and
2007 information includes the Madison River projgsrtve acquired on April 30, 2007.

Year ended or as of December 31,
2008 2007 2006 2005 2004
(Dollars in thousands)

Access lines 1,998,001 2,135,00! 2,094,001 2,214,001 2,314,001
% Residential 7% 73 74 75 75
% Business 27% 27 26 25 25

Internet customers 683,00 623,00( 459,00( 357,00( 271,00(
% High-speed Internet service 94% 89 8C 7C 54
% Dial-up service 6% 11 2C 3C 47

Operating revenues $ 2,599,74 2,656,24. 2,447,731 2,479,25; 2,407,37.

Capital expenditures $ 286,81 326,04¢ 314,07: 414.,87. 385,31¢

As discussed further below, our access lines (skabof acquisitions) have declined in recent yeamsl are expected to continue to decline. Togauiéi these
declines, we hope to, among other things, (i) prtenfang-term relationships with our customers tigtobundling of integrated services, (ii) providewservices, such
as video and wireless broadband, and other addltg®vices that may become available in the fuueeto advances in technology, wireless spectales $y the
Federal Communications Commission or improvementsur infrastructure, (i) provide our broadbantigoremium services to a higher percentage of astomers,
(iv) pursue acquisitions of additional communicasigroperties if available at attractive price$,ifferease usage of our networks and (vi) markepooducts to new
customers. See “Services” and “Regulation and Gitign.”

Services
We derive revenue from providing (i) local exchaiagel long distance voice telephone services, €iijvork access services, (iii) data services, whicludes

both high-speed and dial-up Internet services,elbag special access and private line servicesfilier transport, competitive local exchange aadurity monitoring
services and (v) other related services. The faligwable reflects the percentage of operatingmees derived from these respective services:

2008 2007 2006
Voice 33.6% 33t 35.€
Network acces 31.€ 35.4 35.¢
Data 20.2 17.4 144
Fiber transport and CLE 6.2 6.C 6.1
Other 8.4 7.7 8.C
100.(% 100.( 100.(




Voice. We offer local calling service to residential andiness customers within our local service agaserally for a fixed monthly charge. We alseof
number of enhanced voice services (such as calbfaling, caller identification, conference callingicemail, selective call ringing and call waitjrtg our local
exchange customers for an additional monthly #&eDecember 31, 2008, nearly 60% of both our bussrend residential customers subscribed to oneoe enhance
services. We also offer long distance servicesutocustomers based on either usage or pursuélat-tate calling plans. We anticipate that mdsbar long distance
service will be provided as part of an integrataddie with our other service offerings, includingr docal exchange telephone service offering.

Normalized for acquisitions, dispositions and otadjustments, access lines declined 6.4% in 2008p i 2007 and 4.8% in 2006. We believe thesérdecin
the number of access lines were primarily due ¢odisplacement of traditional wireline telephone/ees by other competitive services and recenhecaoc
conditions. Based on our current retention initeg, we estimate that our access line loss withéteveen 5.7% and 6.7% in 2009.

Network access.We derive our network access revenues primaiisnf(i) providing services to various carriers andtomers in connection with the use of our
facilities to originate and terminate their intatstand intrastate voice transmissions and (igivéng universal support funds which allows usdoaver a portion of our
costs under federal and state cost recovery mexnar(see “Regulation and Competition Relating twminbent Local Exchange Operations” below). Ouenexes for
switched access services depend primarily on tred & call volume.

Certain of our interstate network access reventeebased on tariffed access charges prescribduebyaderal Communications Commission (“FCC”); the
remainder of such revenues are derived under revetmaring arrangements with other local exchangéeca (“LECs”) administered by the National ExclyarCarrier
Association (“NECA”), a quasi-governmental non-firofganization formed by the FCC in 1983 for spcinposes.

Certain of our intrastate network access reventeederived through access charges that we bitittastate long distance carriers and other LEGoousts. Such
intrastate network access charges are based fiadaaccess charges, which are subject to statgategy commission approval. Additionally, certaifiour intrastate
network access revenues, along with intrastataéraratLATA (Local Access and Transport Areas) latigtance revenues, are derived through revenuaghar
arrangements with other LECs.

Data. We derive our data revenues primarily from monthly recurraingrges for providing Internet access servicesh(bimgh-speed and dial-up services) and
data transmission services over special circuitspaivate lines. We began offering traditionaldip Internet access services to our telephon®mess in 1995. In
late 1999, we began offering high-speed Interne¢sg services, a premium-priced broadband dataseris of December 31, 2008, approximately 88%.ofaccess
lines were broadband-enabled. At December 31,,200%rovided high-speed Internet access servicesdr 641,000 customers and dial-up services ¢o 42,000
customers. During 2008, we added over 85,000 ffgted Internet customers.
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Our data revenue also includes amounts billed tdosiness customers for dedicated circuits useddioous purposes, including connecting the custtsn
offices or networks to our networks.

Fiber transport and CLEC Ouir fiber transport and CLEC revenues includenees from our fiber transport, competitive loeathange carrier (“CLEC”) and
security monitoring businesses.

In late 2000, we began offering competitive locatleange telephone services as part of a bundleitseffering to small to medium-sized businesselslonroe
and Shreveport, Louisiana. In February 2002, wehmsed the fiber network and customer base of KdWperations in Monroe and Shreveport, Louisiarhiadune
2005, we purchased the fiber assets in 16 mettapaiarkets from KMC which allowed us to offer lotband and competitive local exchange servicesstmers in
these markets. As part of our plan to focus ofaresf on the CLEC markets with the most promisamid-2008 we sold the assets in six of our CLECketrto other
communications companies in two separate transectids of December 31, 2008, our competitive lesahange markets provided service over 800 miléiber.

Under the name “LightCore”, we sell fiber capadidyother carriers and businesses over a netwotletttompassed, at December 31, 2008, over 9,9€8 wiil
fiber in the central United States. We began therftransport business during 2001, when we begHimg capacity over a 700-mile fiber optic rifgat we constructed
in southern and central Michigan. In June 2003aeguired the assets of Digital Teleport, Incgegional communications company providing wholesial transport
services to other communications carriers oveibity optic network located in Missouri, Arkans@lahoma and Kansas. We have used the networllteesvices to
new and existing customers and to reduce our iian third party transport providers. In addititnDecember 2003, we acquired additional fibansport assets in
Arkansas, Missouri and lllinois from Level 3 Comnations, Inc. to provide services similar to thdsscribed above.

In addition to the above-described fiber netwonkg@nnection with our 2007 acquisition of MadisameR, we acquired ownership in a 2,100 route mberf
network located in six states which has enablet expand our fiber network business and furthéace our reliance on third-party transport provsder

We offer 24-hour burglary and fire monitoring sees to over 10,700 customers in select marketsinsiana, Arkansas, Mississippi, Texas and Ohio.
Other. We derive our “other revenues” principally byléasing, selling, installing and maintaining cusés premise telecommunications equipment and wiring
(i) providing billing and collection services thitd parties, (iii) participating in the publicati@f local telephone directories, which allows aishare in revenues

generated by the sale of yellow page and relatedrtising to businesses, and (iv) offering our reamices described below under the heading “-Reemduct
Developments”. We also provide printing, databas@agement and direct mail services and cableiseevservices.
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During 2008, we paid an aggregate of approxim&k&49 million for 69 licenses in the FCC's auctidrv60 megahertz (“MHz") wireless spectrum. The 700
MHz spectrum is not expected to be cleared for esail mid-2009. We are still in the planninggeta regarding the use of this spectrum. Howewasgdb on our
preliminary analysis, we are considering developiirgless voice and data service capabilities baseelquipment using LTE (Long-Term Evolution)
technology. Given that this equipment is not expeéto be commercially available until 2010, wentd expect our deployment to result in any matemiglact on our
capital and operating budgets in 2009.

From time to time, we also make investments inotieenmunications companies.

For further information on regulatory, technologiand competitive changes that could impact oueneres, see “Regulation and Competition” underltais 1
below and “Risk Factors and Cautionary Statemamtsier Item 1A below. For more information on thrahcial contributions of our various services, kem 7 of this
annual report.

Recent Product Developments

Since 2005, we, in conjunction with DISH Networkr@oration (“DISH”), have offered satellite televasi service to households in substantially all afloagal
exchange service areas. Effective January 1, 200¢hanged our relationship with DISH from a rex@sharing arrangement to an agency relationghifate 2005,
we initiated our switched digital television sewio the LaCrosse, Wisconsin market and, in Oct2bé7, we commenced a second switched digital véeeaice
offering to our Columbia, Missouri market.

We also offer wireless broadband Internet senviceelect locations in certain markets in 13 states
Federal Financing Programs

Certain of our telephone subsidiaries receive gt financing from the Rural Utilities Service (J8”), a federal agency that has historically preddongterm

financing to telephone companies at relativelyaative interest rates. Approximately 13% of owamplis pledged to secure obligations of our telegtsubsidiaries to
the RUS. For additional information regarding fnancing, see our consolidated financial statesiertiuded in Item 8 herein.
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Sales and Marketing

We maintain local offices in most of the larger plgion centers within our service territories. €sh offices provide sales and customer supporicesrin the
community. We also rely on our call center persgbmho promote sales of services that meet the nefealsr customers. In addition, our strategy istdance our
communications services by offering comprehensiwedbng of services and deploying new technologpelsuild upon the strong reputation we enjoy in markets an
to further promote customer loyalty.

Most of our services are currently offered under‘@enturyTel” brand name. However, we currentyl fiber capacity on our networks under the braache
“LightCore.” In addition, our satellite televisi@ervice is offered on a co-branded basis undetDigH Network” name. We have agreed to determineonsultation
with EMBARQ, whether it is in the best interestof shareholders to change our corporate or bmantes in connection with our pending EMBARQ merger.

Network Architecture

Our local exchange carrier networks consist of re¢iafffice hosts and remote sites, all with advandigital switches (primarily manufactured by Nodead
Siemens) and operating with licensed software. dtside plant consists of transport and distrdoutielivery networks connecting each of our hostre¢ offices to ot
remote central offices, and ultimately to our custos. As of December 31, 2008, we maintained 888;000 miles of copper plant and approximatelp@Qd miles of
fiber optic plant in our local exchange network3ur fiber optic cable is the primary transport ®alogy between our host and remote central offsesinterconnectio
points with other incumbent carriers. Most of targ distance service is provided directly throwgin own switches and network equipment, with tharee being
provided through reselling arrangements with otbieg distance carriers. We also maintain netwarlksnnection with providing fiber transport and EXT.
services. For additional information on these meks, see “Services - Fiber Transport and CLEC.”

Regulation and Competition Relating to Incumbent Le@al Exchange Operations

Traditionally, LECs operated as regulated monogdii@ving the exclusive right and responsibilitptovide local telephone services in their francthiservice
territories. (These LECs are sometimes referrdzbtow as “incumbent LECs” or “ILECs”). Consequgninost of our intrastate telephone operationsheaditionally
been regulated extensively by various state regylagencies (generally called public service cossinns or public utility commissions) and our istate operations
have been regulated by the FCC under the Commigrisafct of 1934. As we discuss in greater ddteibw, passage of the 1996 Act, coupled with deggislative an
regulatory initiatives and technological changesdhmentally altered the telephone industry by gelyereducing the regulation of LECs and attragtinsubstantial
increase in the number of competitors and capitasted in existing and new services. We anticifftethese trends toward reduced regulation acréased
competition will continue.
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The following description discusses some of theomidustry regulations that affect our traditiotelephone operations, but numerous other regugtiot
discussed below could also impact us. Some ldgisland regulations are currently the subjecudfgial proceedings, legislative hearings and adstrative proposals
which could substantially change the manner in i@ communications industry operates. Neithemotitcome of any of these developments, nor tlotérgial
impact on us, can be predicted at this time. Tgalct of regulatory changes in the communicatiodsstry could have a substantial impact on ouratpers. See ltem
1A of this annual report below.

State regulation The local service rates and intrastate accemgjeh of substantially all of our telephone sulasids are regulated by state regulatory
commissions which typically have the power to gramd revoke certifications authorizing companieprtavide communications services. Most commisshanse
traditionally regulated pricing through “rate ofuen” regulation that focuses on authorized lewélearnings by LECs. Historically, most of thesentissions also (i)
regulated the purchase and sale of LECs, (ii) pitest depreciation rates and certain accountingegtores, (i) enforced laws requiring LECs to pdevuniversal
service under publicly filed tariffs setting forthe terms, conditions and prices of their LEC sasj (iv) oversaw implementation of several fedesi@icommunications
laws including interconnection obligations and f@gyulated service standards, operating proceducksarious other matters.

In recent years, state legislatures and regulatomymissions in most of the 23 states in which elaphone subsidiaries operate have either redbescgulation
of LECs or have announced their intention to dcasal we expect this trend will continue. Esselgtigluch relief comes in two forms: (i) full or piat deregulation
through legislation or (ii) the ability of LECs @&ect into or renew existing state alternative fegon through a regulatory proceeding. Sevewtesthave implemented
laws or rulings which require or permit LECs to opt of pricing or “rate of return” regulation ixehange for agreeing to alternative forms of retjoita  Such
alternatives permit the LEC greater freedom tol#isfa local service rates in exchange for agreeinigo charge rates in excess of specified capsdigcussed further
below, subsidiaries operating over 72% of our axtiees in various states have agreed to be gogdipalternative regulation plans, and we contituexplore our
options for similar treatment in other states. bééeve that reduced regulatory oversight of certdiour telephone operations may allow us to affaw and
competitive services faster than under the tratitioegulatory process. For a discussion of lagia, regulatory and technological changes the¢ lrgtroduced
competition into the local exchange industry, deevelopments Affecting Competition.”

The following summary describes the alternativeutapn plans applicable to us in Missouri, Wisdan&labama and Arkansas, our four largest telephon
markets.
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J All of our Missouri LECs are regulated underrgc@-cap regulation plan whereby basic servicesrate adjusted annually based on an inflation-based
factor and non-basic services may be increaseautitiestriction up to 5% annually. If the inflatkbased factor were to decline as it has donedent years, our
revenues would be negatively impacted.

. Our Wisconsin access lines, except for thoseieedjfrom Verizon in 2000 (which continue to beukded under “rate of return” regulation), are feg¢ed
under various alternative regulation plans develdpitly between the Wisconsin Public Service Cassion and us. Each of these alternative reguiatians permits
us to adjust local rates within specified parangeifiewve meet certain quality-of-service and infrasture-development commitments. These plans atdade initiatives
designed to promote competition.

. In 2005, the state of Alabama passed ldgsighat essentially allowed telephone compariiesoption to phase in deregulation of certain LE@ises. In
February 2007, our Alabama LECs opted to provitiwehl services (including bundled services butleding certain basic telephone and optional caléarvices) on a
deregulated and detariffed basis. Certain bakphene and optional calling services continuegtodgulated and subject to a price cap. Our Alabproperties
acquired from Madison River operate under a sepailtdrnative regulation plan under which loca¢sadre still governed by the Alabama Public Ser@ioemission.

. Our Arkansas LECs acquired from Verizon Comroations, Inc. are regulated under an alternatigalegion plan under which rates can be adjusted
based on an inflation-based factor. Other lodalsraan be adjusted without commission approvalelver, such rates are subject to commission revigder certain
conditions. Our remaining Arkansas LECs haveobtéon to increase rates up to certain specifiedunts.

Notwithstanding the movement toward alternativautation, LECs operating approximately 28% of ouak@access lines continue to be subject to “ratetfrn”
regulation for intrastate purposes. These LECsaesubject to the powers of state regulatory cossions to conduct earnings reviews and adjustcerates, either
which could lead to revenue reductions.

Federal regulationOur telephone subsidiaries are required to comyily the Communications Act of 1934, which reqggites to offer services at just and
reasonable rates and on non-discriminatory tersygedl as the 1996 Act, which amended the Commtinica Act to promote competition and reform the \émsal
Service Program.

The FCC regulates interstate services providedubyetephone subsidiaries primarily by regulating interstate access charges that we bill to Idstgrite
companies and other communications companies @olisur network in connection with the originatiand termination of interstate voice and data trassions.
Additionally, the FCC has prescribed certain rad regulations for telephone companies, includingiform system of accounts and rules regardiagéparation of
costs between jurisdictions and, ultimately, betwiegerstate services. In addition, the FCC hapaasibility for maintaining and administering teiversal Service
Fund. LECs must obtain FCC approval to use cer&io frequencies, or to transfer control of angtslicenses. The FCC retains the right to revbkse licenses if a
carrier materially violates relevant legal requigss.
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The FCC requires price-cap regulation of interséaizess rates for the Regional Bell Operating Camegaand permits it for all other LECs. Under prap
regulation, limits imposed on a company'’s intekstattes are adjusted periodically to reflect imfiat productivity improvement and changes in certan-controllable
costs. Our properties acquired from Verizon in2B8@ve continued to operate under pge@-regulation, as permitted under FCC rules fquied properties, while tf
remainder of our properties operate under tradifioate-of-return regulation (which permits us éb mtes based on forecasted investment and expphsea return on
investment, which is currently 11.25%). In Septem®008, we filed a petition with the FCC to corvair remaining rate-of-return study areas to pcige regulation
effective January 1, 2009 and, to the extent necgseequested limited waivers of certain pricimgl aniversal service high-cost support rules rel#eour
election. Such petition was not addressed by @@ in 2008 and remains pending.

In 2003, the FCC opened a broad intercarrier cosgt@n proceeding with the ultimate goal of creqtinuniform mechanism to be used by the entire
telecommunications industry for payments betweeriaza originating, terminating, or carrying telesmunications traffic. The FCC has received intaiea
compensation proposals from several industry groapd in early 2005 solicited comments on all peai® previously submitted to it. Broad industrgogations have
taken place with the goal of developing a consepfarsthat addresses the concerns of carriers élbimdustry segments. On November 5, 2008 the E8@ed a
document that, among other things, requested pabfitment on (i) the chairmandraft proposal which would require carriers tuee access charges in three phas
as low as $.0007 per minute of use (which is sulbisiéy lower than our current intrastate and istate access rates and local reciprocal compengaties), (ii) an
alternative proposal, and (iii) some universal gerveforms. Such document also included an dfggrdeclined to implement a universal servicemafproposal issue
in November 2007 by the Federal-State Joint Bo#irtk currently unclear what action the FCC mdietavith respect to the new set of draft proposaldoption of the
chairman’s original proposal, which is includedtie latest draft order, could result in a matealerse impact on our results of operations. Ttimate outcome of
this proceeding could change the way we receivepemsation from, and remit compensation to, othetera, our end user customers and the federalddsal Service
Fund (the “USF”). Until the FCC'’s proceeding cardes and the changes, if any, to the existing alegstablished, we cannot estimate the impagl ihave on our
results of operations.

In December 2005, a group of six mid-size carriexduding us, filed proposed rules with the FC@areling “phantom traffic”. “Phantom traffigenerally refer
to telecommunications calls that cannot be billezbprly to responsible carriers by other carriarthe call path because the traffic is mislabelethbeled or improper
routed. The proposal requests that the FCC impiéared enforce updated rules that require cart@eascurately identify, label and route networkficaso that
appropriate bills can be created. In late 2006 R6C opened a separate phantom traffic proceedthghe intent of formalizing potential phantonaffic rules for the
industry. Overall, the comments received to dat¢he phantom traffic issue have been favorablestdowever, until the FCC concludes its phantafiitrproceeding
and adopts changes, if any, to existing rules, avaot estimate the impact any changes will haveurmesults of operations.
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As discussed further below, certain providers ahpetitive communications services are currentlyrequired to compensate ILECs for the use of their
networks. Additionally, certain deregulated prarislseek and receive high cost universal suppodifig based on the incumbent’s costs rather thein ¢lwn.

Our operations and those of all communications@aralso may be impacted by legislation and reguiamposing new or greater obligations relatedgseisting
law enforcement, bolstering homeland security, mining environmental impacts, or addressing otbgués that impact our business, including the Camcations
Assistance for Law Enforcement Act, and laws gowertocal number portability and customer propnigtaetwork information requirements. These laws an
regulations may cause us to incur additional costs.

Universal service support funds, revenue sharimgragements and related matter& significant number of our telephone subsidisiriecover a portion of their
costs from the federal USF and from similar stateiVersal support” mechanisms, which receive theiding from fees charged to interexchange caraecs
LECs. Disbursements from these programs traditiphave focused principally on allowing LECs senyismall communities and rural areas to provide
communications services on terms and at price®naddy comparable to those available in urban ar€ker USF programs address other social gaat$, as
supporting schools and libraries through the U&-taite program.
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The table below sets forth the amounts receivedunytelephone subsidiaries in 2008 and 2007 fraterfd and state universal support programs.

Year ended December 31,

2008 2007
% of Total % of Total
2008 2007
Amount Operating Amount Operating
Support Program Received Revenues Received Revenues

(amounts in millions)

USF High Cost Loop Support $ 151.% 58% $ 166.5 6.2%
Other Federal Support Programs 128.t 5.C% 133.¢ 5.C%
Total Federal Support Receipts 280.2 10.8% 300.£ 11.5%
State Support Programs 39.7 1.5% 35.€ 1.2%
TOTAL $ 319.¢ 12.5% $ 336.( 12.¢%

Federal USF programs have undergone substantingelaince 1997, and are expected to experienachanges in the coming years. As mandated by the
1996 Act, in May 2001 the FCC modified its existingiversal service support mechanism for ruraptetee companies by adopting an interim mechanisra five-
year period based on embedded, or historical, teatgprovide relatively predictable levels of sapggo many LECs, including substantially all ofd&tECs. In May
2006, the FCC extended this interim mechanism sath time that new high-cost support rules are@dbfor rural telephone companies.

Universal support funds available to ILECs are entlly available to local competitors that (i) crthey will serve all customers in a study aréia offer nine
core services, and (iii) qualify as an “eligibléemmmunications carrier.” Wireless and other cetitipe service providers continue to seek to duad receive USF
support. This trend, coupled with changes in usdgelecommunications services, have placed stesbe funding mechanism of the USF, which is acitjo annual
caps on disbursements. These developments hasedmaditional financial pressure on the amoumofiey that is necessary and available to provigeat to all
eligible service providers, including support payisewe receive from the USF High Cost Loop supposgram.

Over the past few years, each of the FCC, Univ&salice Administrative Company and certain Corgjoggml committees has initiated wide-ranging regeiv
the administration of the federal USF. As parthi$ process, we, along with a number of other W&fipients, have undergone a number of USF auditshave also
received requests for information from the FCC’'§i@@fof Inspector General (“OIG”) and Congressiot@inmittees. In addition, in July 2008 we receigeslibpoena
from the OIG requesting a broad range of infornrategarding our depreciation rates and methoddmgjiece 2000. The OIG has not identified to usspecific issue
with respect to our participation in the USF pragrand none of the audits completed to date hagifidehany material issues regarding our partidipatn the USF
program. While we believe our participation icompliance with FCC rules and in accordance wittepted industry practices, we cannot predict wettiainty the
timing or outcome of these various reviews. Weeheamplied with and are continuing to respond toegjuests for information.
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A significant portion of our support payments haaeied over time based on our average cost to sist®emers compared to national cost averageserthd
USF High Cost Loop support program, which is théFdSrincipal support program, our payments fromUisé will decrease if national average costs pep inoreas:
at a rate greater than our average cost per lbapeases in the nationwide average cost per lacipif used to allocate funds among all USF recipieaused our
revenues from the USF High Cost Loop support pmg@adecrease in 2008 when compared to 2007. &imilwe anticipate that our 2009 revenues fromUdB& Higrk
Cost Loop support program will be lower than 20@&e Item 7 of Part Il of this annual report forenmformation.

In late 2002, the FCC requested that the Fedeedé Sbint Board (“FSJB”) on Universal Service rewiearious FCC rules governing high cost universalise
support, including rules regarding eligibility teaeive support payments in markets served by LBG@<ampetitive carriers. Since then, the FSJBmeuended a
comprehensive general review of the high-cost sippechanisms for rural and non-rural carriers mggiested comments on the FCC's current rulesiéoptovision
of high-cost support for rural companies, includazgnments on whether eligibility requirements sk amended in a manner that would adverselytdéfeger rural
LECs such as us. The FCC Chairman’s November pé@i@sal regarding USF reform would (i) requiret glhigh-cost USF recipients have broadband servi
capabilities deployed in 100% of their markets witfive years; (ii) freeze ILEC support at DecemB8608 levels; and (iii) expand the current Lifelred Link-up
programs.

Over the past few years, the FSJB has proposethihn&CC consider several changes to USF progiasigding an interim cap on the amount of high cost
support that competitive eligible telecommunicasicarriers (“CETCs”) may receive. The FSJB alsmnmemended elimination of the identical support mkech now
enables wireless CETCs to draw identical suppaeth@n the ILEC’s cost. In addition, the FSIB:ommending certain other reforms, including éips on the
present high cost funding mechanism, (ii) certifima of only one wireline, one wireless and onealitwand carrier in each market and (iii) furthersideration of
competitive bidding as a distribution mechanismrmtilthe FCC acts on these recommendations, weatastimate the impact that such proposals wouwe loa our
operations. In addition, there are a number ofjatlappeals challenging several aspects of the'&Gniversal service rules and various Congressiproposals
seeking to substantially modify USF programs, nohehich have been resolved at this time. We galhtinue to be active in monitoring and participgtin these
developments.

In 2004, the FCC mandated changes in the admiti@straf the universal service support programs tlatporarily suspended the disbursement of fundsuthe
USF’s E-rate program (for service to Schools aratdries), and, more significantly, created questidrat these administrative changes could simiidelpy the
disbursement of funds to LECs from the Universal/i8e High Cost Loop support program. Congressgaased bills in recent years granting successieeyear
exemptions from the federal law that impacted thateé program, including a bill extending the exéopthrough December 31, 2008. An additional exgonps
currently pending before Congress. Although weeexfunding from this program to continue, we cdrassure you that the lack of a definitive resolutf this issue
will not delay or impede the disbursement of fudéhe future.
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A substantial portion of our state support paymeangspayable by Louisiana under a state univeesaice fund program. An order was approved byligisiane
Public Service Commission (“LPSCif) December 2008 which restructures the progradetermine our state support based on embedded \dtesexpect the paymer
to be received under this fund to approximate theseived by us under the predecessor program.cdste are subject to an annual adjustment by B&0. As such,
there can be no assurance that the funding levtleemain at current levels.

Some of our telephone subsidiaries operate inssteltere traditional cost recovery mechanisms, @iolyirate structures, are under evaluation or lneesn
modified. See “ State Regulation”. There can bassurance that these states will continue to geofdr cost recovery at current levels.

All of our interstate network access revenues ase on access charges, cost separation studipsmal settlement arrangements, many of which are
administered by the FCC or NECA, and all of whicl subject to change. See “Services.”

Certain long distance carriers continue to regtiegtcertain of our LECs reduce intrastate acaeif$ad rates. Long distance carriers have algpessively
pursued regulatory or legislative changes that doedluce access rates. In light of pending iafeier compensation reform that is expected toesklintrastate access
charges, most states are deferring action unt teeeive direction from the FCC. However, someiees are continuing to pursue lower intrastateeas rates in some
states.

Developments affecting competitioDver the past decade, fundamental technologegililatory and legislative changes have signifigampacted the
communications industry, and we expect these ctswikecontinue. Primarily as a result of regulgtand technological changes, competition has rdesduced and
encouraged in each sector of the communicationssinglin recent years. As a result, we increagifegge competition from other communication senpeeviders, as
further described below.

Wireless telephone services increasingly constawgignificant source of competition with LEC seps, especially since wireless carriers have begoompete
effectively on the basis of price with more tradfital telephone services. As a result, some custohave chosen to completely forego use of trathfivireline phone
service and instead rely solely on wireless serfdgc@oice services. This trend is more pronourmexng residential customers, which comprise 73%uoficcess line
customers. We anticipate this trend will continp@ticularly if wireless service providers conénto expand their coverage areas, reduce theg, iatprove the quality
of their services, and offer enhanced new servi€sstantially all of our access line customeescarrrently capable of receiving wireless services at least one
competitive service provider. Technological angulatory developments in wireless services, pelsmramunications services, digital microwave, saéglcoaxial
cable, fiber optics, local multipoint distributiservices and other wired and wireless technolagrie®xpected to further permit the developmenttefraatives to
traditional landline services.
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The 1996 Act, which obligates LECs to permit coritpet to interconnect their facilities to the LEGistwork and to take various other steps that esggded to
promote competition, imposes several duties on@ lfi receives a specific request from anothditgmvhich seeks to connect with or provide sersiosing the LEG
network. In addition, each incumbent LEC is ollighto (i) negotiate interconnection agreemengoid faith, (ii) provide nondiscriminatory “unbusedl’ access to all
aspects of the LEC’s network, (iii) offer resaleitsftelecommunications services at wholesale ratels(iv) permit competitors, on terms and condgigincluding rates)
that are just, reasonable and nondiscriminatorgotimcate their physical plant on the LEC'’s prdpgeor provide virtual collocation if physical cottation is not
practicable. During 2003, the FCC released newsraltlining the obligations of incumbent LECseade to competitors elements of their circuit-dvattnetworks on
an unbundled basis at prices that substantiallgdiirthe profitability of these arrangements tauimbent LECs. In response to successful judiciallehges to these
rules, in 2005 the FCC released rules that requiragmbent LECs to lease a network element onthase situations where competing carriers genuiwelyld be
impaired without access to such network elemert veimere the unbundling would not interfere with tlevelopment of facilities-based competition. Theses are
further designed to remove LECs’ unbundling obligat over time as competing carriers deploy thein aetworks and local exchange competition increase

Under the 1996 Act’s rural telephone company ex@npapproximately half of our telephone accessdiare exempt from certain of the 1996 Act's
interconnection requirements unless and until gp@priate state regulatory commission overridesetkemption upon receipt from a competitor of agbfie request
meeting certain criteria. States are permitteadtmpt laws or regulations that provide for greatempetition than is mandated under the 1996 Act.

As a result of these regulatory, consumer and tdolgical developments, ILECs increasingly face cetitipn from CLECs, particularly in densely popeldt
areas. CLECs provide competing services througéllieg the ILECs’ local services, through usetaf tLECs’ unbundled network elements or througlir ten
facilities. The number of companies which haveuestied authorization to provide local exchangeiselin our service areas has increased in recamsyespecially in
our markets acquired from Verizon in 2002 and 200@: anticipate that similar action may be takermther competitors in the future, especially iffaims of federal
support available to ILECs continue to remain aldé to these competitors.
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As noted above, wireless and other competitiveisesvproviders have been increasingly aggressigeeking and obtaining USF support funds. Thipstigs
likely to encourage additional competitors to emter high-cost service areas.

Technological developments have led to the devedopirof new services that compete with traditionaClservices. Technological improvements have edabl
cable television companies to provide traditionadwit-switched telephone service over their cal#évorks, and several national cable companies aggeessively
pursued this opportunity. As of December 31, 20@8pelieve that approximately 43-48% of our actiees faced competition from cable voice
offerings. Additionally, several large electridlities have announced plans to offer communicatiservices that compete with some LECs.

Improvements in the quality of Voice over Interebtocol (“VolP”)service have led several cable, Internet, dateodmet communications companies, as we
start-up companies, to substantially increase tiféérings of VolP service to business and residéntistomers. VolP providers route calls pawiait wholly over the
Internet, without use of ILEC's circuit switcheddam certain cases, without use of ILEC's netwaoksarry their communications traffic. VolP prders frequently use
existing broadband networks to deliver flat-ratedistance calling plans that may offer featutesttcannot readily be provided by traditional LEQ$iese plans may
also be priced competitively or below those cutyecharged for traditional local and long distamelephone services for several reasons, includingi operating
costs. In December 2003, the FCC initiated ruldntathat is expected to address the effect of \ifntercarrier compensation, universal servia@mnergency
services. Although the FCC'’s rulemaking regardingP-enabled services remains pending, the FCGdapted orders establishing broad guidelines frdgulation
of such services, including (i) an April 2004 ordieat found an IP-telephony service using the pubkitched telephone network to be a regulateddefenunications
service subject to interstate access charges, Kijvember 2004 order that Intertetsed services provided by Vonage Holdings Corjmorahould be subject to fede
rather than state regulation and (iii) a June 20@&r requiring all VolP service providers whose/ges are interconnected to the public switchéepteone network to
provide E-911 services to their customers. Tharebe no assurance that future rulemaking willléeams favorable to ILECs, or that VVoIP providei not
successfully compete for our customers.

Similar to us, many cable, technology or other camitations companies that previously offered atBohirange of services are now offering diversifieddles
of services, either through their own networkseliesy arrangements or joint ventures. As suafrcaving number of companies are competing to sétee
communications needs of the same customer basgerd of these companies started offering fuNiserbundles before us, which could give them araathge in
building customer loyalty. Such activities willtinue to place downward pressure on the demanaduioaccess lines.
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In addition to facing direct competition from thga®viders described above, ILECs increasingly famapetition from alternate communication systems
constructed by long distance carriers, large custerar alternative access vendors. These systemth have become more prevalent as a result af396 Act, are
capable of originating or terminating calls withase of the ILECs’ networks or switching servic&ther potential sources of competition include-garier systems
that are capable of bypassing ILECs’ local netwpelither partially or completely, through variousans, including the provision of special accesadependent
switching services and the concentration of teleoomications traffic on a few of the ILECs’ accese$. We anticipate that all these trends willtoare and lead to
decreased use of our networks.

Significant competitive factors in the local teleple industry include pricing, packaging of serviaad features, quality and convenience of servicknaeeting
customer needs such as simplified billing and tymmesponse to service calls.

As the telephone industry increasingly experiercespetition, the size and resources of each respezimpetitor may increasingly influence its prests. Man’
companies currently providing or planning to previcbmpetitive communication services have substiyntireater financial and marketing resources thardo or own
larger or more diverse networks than ours. Int&i many of them are not subject to the samelaggny constraints we are.

Competition can harm us by causing us to lose mts, or by causing us to lower prices or increagecapital or operating expenses to retain
customers. Competing communications services, asatireless, VolP, electronic mail and optiondlirg services, can also reduce usage of our nétand thereby
decrease our network access revenues. Compeatéioalso cause customers to reduce either usame eérvices or switch to less profitable servieesl could impede
our ability to diversify into new lines of businedsminated by incumbent providers.

We anticipate that the traditional operations ofdsEwill continue to be impacted by changes in ragoh, technology, and consumer preferences afigctie
ability of LECs to attract and retain customers #redcapability of wireless companies, CLECs, céblevision companies, VolP providers, electriditigs and others t
provide competitive LEC services. Competition rielgtto traditional LEC services has thus far aféedarge urban areas to a greater extent thars$sealense areas in
which we operate.

Exclusive of acquisitions, we expect our operatiggenues in 2009 to decline as we continue to épes downward pressure primarily due to continaekss

line losses, reduced universal service fundinglawer network access revenues. We expect sudmeégc¢o be partially offset primarily due to inesed demand for
our high-speed Internet service offering.
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Regulation and Competition Relating to Other Operatons

Long Distance Operations We offer intra-LATA, intrastate and interstated distance services. State public service cosiamis generally regulate inttsATA
toll calls within the same LATA and inter-LATA totlalls between different LATAs located in the sastate. Federal regulators have jurisdiction ontarstate toll
calls. Recent state regulatory changes have isedeeompetition to provide intra-LATA toll servicesour local exchange markets. Competition farastate and
interstate long distance services has been infenseveral years, and focuses primarily on priwg pricing plans, and secondarily on customer serveliability and
communications quality. Traditionally, our prinalgompetitors for providing long distance serviegse large national carriers, regional phone corigsaand dial-
around resellers. Increasingly, however, we hapegenced competition from newer sources, inclgdiireless companies offering attractively-pricedliog
plans. Technological substitutions, including Vel electronic mail, have further reduced demandréditional long distance services. To cousteth competition,
we now offer unlimited long distance calling plans.

Data Operations In connection with our data business, we facepstition from Internet service providers, sateltbmpanies and cable companies which use
wired or wireless technologies to offer dial-upelmiet access services or higieed broadband services. As of December 31, ¥0Believe approximately 60% of ¢
local exchange markets are overlapped by cablemsgsoffering data services competitive with ouvkany of these competitors offer content or othatdees that we
cannot match. Moreover, many of these providexehraditionally been subject to less rigorousit&mry scrutiny than our subsidiaries, althougterg FCC rule
changes classifying our high-speed offering asigformation service” has helped reduce regulatespatities. These recent rule changes furtherigeadvcompanies
the option to deregulate (for price cap comparoesletariff (for rate of return companies) high-sgénternet services. During 2006, all of our afieg companies
elected to either deregulate or detariff their kégleed Internet services, which decreased regulat@rsight and increased our retail pricing fléityn

Fiber Transport Operations When our fiber transport networks are used twige intrastate telecommunications services, wstroomply with state
requirements for telecommunications utilities, iihg state tariffing requirements. To the extantfacilities are used to provide interstate comitations, we are
subject to federal regulation as a non-dominantrnomcarrier. Due largely to excess capacity, iherftransport industry is highly competitive. GQuimary
competitors are from other communications compamisy of whom operate networks and have resouncesd larger than ours. Over the last few yeange@l large
communications companies have merged and havernmeplied strategies to transfer a significant portibtiheir voice and data traffic from our fiber werk to their
networks. We expect this trend to continue as @nigs seek opportunities to reduce their tranggtated costs. In addition, new IP-based servitag enable new
entrants to transport data at prices lower thacwveently offer.
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CLEC Operations Competitive local exchange carriers are sult@ecertain reporting and other regulatory requiretady the FCC and state public service
commissions, although the degree of regulationushiess substantial than that imposed on ILECsatipg in the same markets. Local governmentsfatspently
require competitive local exchange carriers to iobteenses or franchises regulating the use ditsigof-way necessary to install and operate thefivarks. In each of
our CLEC markets, we face competition from the ILE®@ich traditionally has long-standing relationshivith its customers. Over time, we may also famapetition
from one or more other CLECs, or from other comroations providers who can provide comparable sesvic

Other Operations Similar to our CLEC business, we may be requicedbtain licenses or franchises to enter new starfor our switched digital television and
wireless broadband services, which could delayrollout of these offerings. The television andeléss communications markets we have recentlyeshte highly
competitive, which could limit our ability to comigeeffectively.

OTHER DEVELOPMENTS OR MATTERS

In August 2007, our board of directors approveda0million stock repurchase program which expineSeptember 2009, unless extended by the
board. Through December 31, 2008, we had repuedhagproximately 13.2 million shares for $503.9ioml under this program. We have suspended ouentishare
repurchase program pending completion of our adeqnsof EMBARQ. We previously repurchased appmately $401.0 million, $186.7 million, $437.5 milfi and
$1.028 billion of our shares under separate re@setprograms approved in February 2004, Februd@y, 20ay 2005 and February 2006, respectively. deldlitional
information, see Liquidity and Capital Resourceduded in Item 7 of this annual report.

In June 2008, our board of directors increasedjoarterly cash dividend rate from $.0675 to $.70gbare, and declared a otiree dividend of $.6325 per she
which was paid in July 2008, which, when coupledhvthe previously-paid second quarter 2008 dividesglialed the newlgstablished $.70 per share quar
rate. See “Risk Factors” below for additional imfation regarding our current dividend practice.

In February 2009, the American Recovery and Reinvesst Act of 2009 was signed into law. Such Adludes programs for loans and grants for broac
investment that total $7.2 billion. Our utilizati@f these programs will depend in part on howabencies charged with maintaining the programsprege the ne\
law. If these programs are implemented in a faskiat affords us opportunities to expand or enbanc broadband offerings, we will likely apply forant funding t
deploy broadband in some of our higher cost rueds
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We have certain obligations based on federal, staddocal laws relating to the protection of theisonment. Costs of compliance through 2008 hetebeen
material and we currently have no reason to belieaesuch costs will become material.

For additional information concerning our businasd properties, see Items 2 and 7 elsewhere hararthe Consolidated Financial Statements aresriht4, £
and 16 thereto set forth in Item 8 elsewhere herein

Iltem 1A. Risk Factors
RISK FACTORS AND CAUTIONARY STATEMENTS

Risk Factors

Any of the following risks could materially and agely affect our business, financial conditiosutts of operations, liquidity or prospects. Thsks described
below are not the only risks facing us. Pleasaviare that additional risks and uncertainties natently known to us or that we currently deem édaromaterial could
materially and adversely affect our business omerst

Risks Related to Our Business
If we continue to experience access line lossesilsinto the past several years, our revenues, eags and cash flows may be adversely impacted.

Our business generates a substantial portion cévenues by delivering voice and data services aveess lines. We have experienced access Baedmver th
past several years, including a 6.4% decline dutiegyear ended December 31, 2008, due to a nunfif@ctors, including increased competition andelgss and
broadband substitution. We expect to continuexpeeence access line losses in our markets fonéoreseen period of time. Our inability to retactess lines could
adversely impact our revenues, earnings and caghfifom operations.

Recent deterioration in the economy and credit meik may adversely affect our future results of opigons.

To date, our operations and liquidity has not bmeterially impacted by the current credit enviromié&owever, the recent tightening of the credithets may
negatively impact our operations in the futurevié@ll borrowing rates increase. In additionhié tconomy and credit markets continue to detedpitamay impact ou
ability to collect receivables from our customensl @ther communications companies. This detef@mrahay also cause our customers to reduce ortetmtheir rece
of service offerings from us due to their inabilitypay for such services or to completely foregoservice offerings for other competitive servic&ich events would
negatively impact our results of operations. Wenoa predict with certainty the impact to us of dnsther deterioration in the overall economy anet@ markets.

We are also exposed to market risk from changéseifiair value of our pension plan assets. Shoutdactual return on plan assets continue to befsigntly lowel
than our 8.25% expected return assumption, ouper@dic pension expense and our required cashilbotibn to our pension plan will increase in figyeriods. Such

events would negatively impact our results of oplens and cash flow.
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We face competition, which we expect to intensifidavhich may reduce market share and lower profits.

As a result of various technological, regulatord ather changes, the telecommunications indussybleaome increasingly competitive. We face comipatirorr
wireless telephone services, which we expect teease if wireless providers continue to expandiamumiove their network coverage, offer fixeakte calling plans, lowe
their prices and offer enhanced services anddb)ectelevision operators, competitive local exgfeacarriers and voice-over-Internet protocol, otR/@roviders. Over
time, we expect to face additional local excharngapmetition from electric utility and satellite coramications providers and alternative networks or-parrier systems
designed to reduce demand for our switching orsecservices. The recent proliferation of compaoftering integrated service offerings has inteasiftompetition in
Internet, long distance and data services marlatsywe expect that competition will further intépsn these markets.

Our competitive position could be weakened in titare by strategic alliances or consolidation wittiie communications industry or the developmemten{
technologies. Our ability to compete successfuilydepend on how well we market our products aevises and on our ability to anticipate and respinvarious
competitive and technological factors affecting itidustry, including changes in regulation (whichymaffect us differently from our competitors), ogas in consumer
preferences or demographics, and changes in tileigirofferings or pricing strategies of our comipes.

Many of our current and potential competitors @ya market presence, engineering, technical anlatiag capabilities and financial, personnel arfteotresour
substantially greater than ours, (ii) own larged amore diverse networks, (iii) conduct operationsaise capital at a lower cost than us, (iv) afgect to less regulatio
offer greater online content services or (vi) haubstantially stronger brand names. Consequeh#getcompetitors may be better equipped to chaveger Iprices for tr
products and services, to provide more attractfferiogs, to develop and expand their communicatiand network infrastructures more quickly, to adaapre swiftly tc
new or emerging technologies and changes in custegairements, and to devote greater resourcéetmarketing and sale of their products and sesvic

Competition could adversely impact us in severalsyancluding (i) the loss of customers and masketre, (ii) the possibility of customers reducihgit usage ¢
our services or shifting to less profitable sersjdgi) reduced traffic on our networks, (iv) oveed to expend substantial time or money on neviatamprovement
projects, (v) our need to lower prices or increaseketing expenses to remain competitive and @ui)imability to diversify by successfully offeringew products or
services.
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We could be harmed by rapid changes in technology.

The communications industry is experiencing sigatfit technological changes, particularly in thexaref VolP, data transmission and wireless
communications. Several large electric utilitiesd announced plans to offer communications ses\tiea will compete with LECs. Some of our comjoesi may enjo
network advantages that will enable them to progiglwices more efficiently or at lower cost. Raglidnges in technology could result in the develapnof additional
products or services that compete with or dispthose offered by traditional LECs, or that enahleent customers to reduce or bypass use of owonles. We cannot
predict with certainty which technological changél provide the greatest threat to our competifpesition. We may not be able to obtain timelyesscto new
technology on satisfactory terms or incorporate teshnology into our systems in a cost effectiveinea, or at all. If we cannot develop new productkeep pace wi
technological advances, or if such products arevidely embraced by our customers, we could be raéieimpacted.

We cannot assure you that our diversification effewill be successful.

The telephone industry has recently experiencezthng in access lines and intrastate minutes @fwhich, coupled with the other changes resuftiom
competitive, technological and regulatory developtagcould materially adversely affect our coreibess and future prospects. As explained in gretil elsewher
in this annual report, our access lines (excludirgeffect of acquisitions) have decreased ovelatsteseveral years, and we expect this trendntiraze. We also earn
less intrastate revenues in 2008 due to reductioimérastate minutes of use (partially due todisplacement of minutes of use by wireless, eleatrmail and other
optional calling services). We believe that odrastate minutes of use will continue to declinthaugh the magnitude of such decrease is uncertain

We have traditionally sought growth largely throwgiguisitions of properties similar to those cutiseaperated by us. However, we cannot assurdlyaiu
properties will be available for purchase on teattsactive to us, particularly if they are burdetgdregulations, pricing plans or competitive press that are new or
different from those historically applicable to documbent properties. Moreover, we cannot asgouethat we will be able to arrange additional ficiag on terms
acceptable to us or to obtain timely federal aatesjovernmental approvals on terms acceptabls, torwat all.

Recently, we broadened our services and productsfesing satellite television services and resegliwireless services as part of our bundled prododtservice
offerings. Our reliance on other companies anit tretworks to provide these services could coirstar flexibility and limit the profitability offiese new
offerings. We provide facilitiebased digital video services to select marketsnaag initiate other new service or product offerimgshe future, including new offerin
exploiting the 700 MHz spectrum that we purchase2008. We anticipate that these new offeringsgeherate lower profit margins than many of oaditional
services. We cannot assure you that our recefnture diversification efforts will be successful.
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Future deterioration in our financial performanoeld adversely impact our credit ratings, our astapital and our access to the capital markets.

Our future results will suffer if we do not effectely adjust to changes in our industry.

The above-described changes in our industry haaeegla higher premium on marketing, technologarajineering and provisioning skills. Our futuresess
depends, in part, on our ability to retrain ouff¢tmacquire or strengthen these skills, and, whexcessary, to attract and retain new personaeptissess these skills.

Our future results will suffer if we do not effeately manage our expanded operations.

Following the EMBARQ merger, we may continue to &xg our operations through additional acquisitiamd new product and service offerings, some of whic
involve complex technical, engineering, and opereti challenges. Our future success depends, inygm our ability to manage our expansion opputies, which
pose substantial challenges for us to integrateopavations into our existing business in an edfiti and timely manner, to successfully monitaraperations, costs,
regulatory compliance and service quality, and &ntain other necessary internal controls. We otassure you that our expansion or acquisitiorodppities will be
successful, or that we will realize our expectedrafing efficiencies, cost savings, revenue enharoés, synergies or other benefits.

Network disruptions could adversely affect our opéing results.

To be successful, we will need to continue pro\gdinir customers with a high capacity, reliable s@cure network. Some of the risks to our network a
infrastructure include:

« power losses or physical damage to our access, whether caused by fire, adverse weather conditterrorism or otherwis
« capacity limitation:

« software and hardware defects or malfunctions

o breaches of security, including sabotage, tamgedomputer viruses and br-ins, anc

« other disruptions that are beyond our con

Disruptions or system failures may cause interamgtiin service or reduced capacity for custom#érservice is not restored in a timely manner, agrents with
our customers or service standards set by stat#ategy commissions could obligate us to providedds or other remedies, and this would reduceexenues or
increase our costs. Service disruptions could @dsoage our reputation with customers, causing lesse existing customers or have difficulty attirsg new ones.
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Any failure or inadequacy of our information techriogy infrastructure could harm our business.

The capacity, reliability and security of our imfzattion technology hardware and software infrastmac{including our billing systems) is importantthe
operation of our current business, which wouldesuifi the event of system failures. Likewise, ability to expand and update our information tedbgy infrastructur
in response to our growth and changing needs istitapt to the continued implementation of our nevwige offering initiatives. Our inability to expd or upgrade our
technology infrastructure could have adverse camseces, which could include the delayed implementaif new service offerings, service or billingemruptions, and
the diversion of development resources.

We rely on a limited number of key suppliers anchders to operate our business.

We depend on a limited number of suppliers and @enfbr equipment and services relating to our netvinfrastructure. Our local exchange carriemwteks
consist of central office and remote sites, alhveitivanced digital switches. Some of the digitatches were manufactured by Nortel, which receddglared
bankruptcy. If any of these suppliers experiemteriuptions or other problems delivering or séngahese network components on a timely basispperations could
suffer significantly. To the extent that proprigtéechnology of a supplier is an integral compdrarour network, we may have limited flexibilitg purchase key
network components from alternative suppliers. aiée rely on a limited number of other communiaagicompanies in connection with reselling longatise, wireles
and satellite entertainment services to our custemia addition, we rely on a limited number ofta@re vendors to support our business managerystéraes. In the
event it becomes necessary to seek alternativdistgppnd vendors, we may be unable to obtainfaatsy replacement supplies or services on ecocaliyiattractive
terms, on a timely basis, or at all, which couldré@ase costs or cause disruptions in our services.

Portions of our property, plant and equipment areciated on property owned by third parties.
Over the past few years, certain gsit cooperatives and municipalities in certaithef states in which we operate have requestedisiymt rate increases for
attaching our plant to their facilities. To thdent that these entities are successful in inangabe amount we pay for these attachments, durdwperating costs will

increase.

In addition, we rely on rights-of-way, co-locatiagreements and other authorizations granted byrgoental bodies and other third parties to locatecable,
conduit and other network equipment on their respeproperties. If any of these authorizatiorrsni@ate or lapse, our operations could be advefédgted.
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Our relationships with other communications compas are material to our operations and their finaatidifficulties may adversely affect us.

We originate and terminate calls for long distacagiers and other interexchange carriers ovenetwork in exchange for access charges that refirase
significant portion of our revenues. Should theseiers go bankrupt or experience substantiahfire difficulties, our inability to timely collecccess charges from
them could have a negative effect on our businedsesults of operations.

In addition, certain of our operations carry a gigant amount of voice and data traffic for largemmunications companies. As these larger comeatiohs
companies consolidate or expand their networks,gbssible that they could transfer a signifigamttion of this traffic from our network to theietworks, which could
negatively impact our business and results of djpers

We depend on key members of our senior manage nmestnt

Our success depends largely on the skills, expagiand performance of a limited number of senificexfs, none of whom are parties to employment
agreements. Competition for senior managementiinnaustry is intense and we may have difficuliiaining our current senior managers or attracigwg ones in the
event of terminations or resignations. For a dismn of similar concerns relating to the EMBARQrges, see “Risks Related to the Pending AcquisiibBEMBARQ
—We and EMBARQ may be unable to retain key empls¥ybelow.

We could be affected by certain changes in laborttess.

At December 31, 2008, approximately 25% of our eygés were members of 15 separate bargainingnepitssented by two different unions. From time to
time, our labor agreements with these unions lagse we typically negotiate the terms of new age@s We cannot predict the outcome of thesetizgpms. We
may be unable to reach new agreements, and uniplogees may engage in strikes, work slowdowns leerdiabor actions, which could materially disrupt ability to
provide services. In addition, new labor agreememy impose significant new costs on us, whichdccompair our financial condition or results of @pgons in the
future. Moreover, our post-employment benefit bffgs cause us to incur costs not faced by mamuptompetitors, which could ultimately hinder @ampetitive
position.
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Risks Related to the Pending Acquisition of EMBAF

Our ability to complete the EMBARQ merger is subjeo the receipt of consents and approvals from gmment entities which may impose conditions t
could adversely effect us or cause us to abandanitierger.

We are unable to complete the merger until afteregeive approvals from the FCC and various stateigmental entities. In deciding whether to gsorhe
of these approvals, the relevant governmentalyewilt make a determination of whether, among otiémngs, the merger is in the public interest. Ratpry entities
may impose certain requirements or obligationsoaslitions for their approval.

The merger agreement may require us to accepttimmslirom these regulators that could adverselyeich the combined company without us having thietrig

to refuse to close the merger on the basis of trexpdatory conditions. We can provide no asswdhat we will obtain the necessary approvals at émy required
conditions will not materially adversely effectfaflowing the merger. In addition, we can provitassurance that these conditions will not résutie abandonment

of the merger.
Failure to complete the merger could negatively iagb us.
If the merger is not completed, our ongoing busieesnay be adversely affected and we will be stiljeseveral risks, including the following:

« being required, under certain circumstances, togp@ymination fee of $140 milliol
» having to pay certain costs relating to the progdoserger, such as legal, accounting, financialsatyffiling, printing and mailing fees; a

« diverting the focus of management from pursuingptipportunities that could be beneficial to

in each case, without realizing any of the benefitsaving the merger completed.
The pendency of the merger could adversely affext u

In connection with the pending merger, some ofaustomers may delay or defer decisions, which coafgatively impact our revenues, earnings and ttasis
regardless of whether the merger is completed.il&im our current and prospective employees magyeeence uncertainty about their future roles wlih combined
company following the merger, which may materialtjversely affect our ability to attract and retedy personnel during the pendency of the merger.akliscussion
of similar concerns following the merger, see “ € Whd EMBARQ may be unable to retain key employees.
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We expect to incur substantial expenses relatethmintegration of EMBARQ.

We expect to incur substantial expenses in cormeetith integrating the business, policies, proceduoperations, technologies and systems of EMBARR
ours. There are a large number of systems thatt IneListegrated, including management informatmmchasing, accounting and finance, sales, billrayroll and
benefits, fixed asset and lease administratioresystand regulatory compliance. While we have asduimt a certain level of expenses would be iecljthere are a
number of factors beyond our control that coul@etfthe total amount or the timing of all of thepegted integration expenses. Moreover, many oéxipenses that w
be incurred, by their nature, are difficult to esite accurately at the present time. These expensed, particularly in the near term, exceedstinngs that we expect
to achieve from the elimination of duplicative erpes and the realization of economies of scaleastsavings and revenue enhancements related iotéfgration of
the businesses following the completion of the raerg hese integration expenses likely will regulbur taking significant charges against earniio§jewing the
completion of the merger, but the amount and tinwhguch charges are uncertain at present.

Following the merger, the combined company may b®ble to successfully integrate our business and BARQ'’s business and realize the anticipated
benefits of the merger.

The merger involves the combination of two compsmibich currently operate as independent publicpaonies. The combined company will be required to
devote significant management attention and ressuiintegrating its business practices and dperat Potential difficulties the combined compangy encounter in
the integration process include the following:

« the inability to successfully combine our businessi EMBARC(’'s business in a manner that permits the combinetpaoy to achieve the cost savings
operating synergies anticipated to result fromrtrerger, which would result in the anticipated bésedf the merger not being realized partly or vijhah the
time frame currently anticipated or at

« lost sales and customers as a result of certatormess of either of the two companies decidingtaato business with the combined company;
« complexities associated with managing the combmesinesses

« integrating personnel from the two companies wiigntaining focus on providing consistent, highlguaroducts and customer servic

« potential unknown liabilities and unforeseen insezhexpenses, delays or regulatory conditions ededavith the merger; ar
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« performance shortfalls at one or both of the twmpanies as a result of the diversion of manage’s attention caused by completing the merger ardjiating
the compani¢’ operations

In addition, we and EMBARQ have operated and, ahé&lcompletion of the merger, will continue to e, independently. It is possible that the iraégn
process could result in the diversion of each camjsamanagement’s attention, the disruption orrioggtion of, or the loss of momentum in, each comyfmongoing
businesses or inconsistencies in standards, ceppacedures and policies, any of which could exblg affect our ability to maintain relationshiggh customers and
employees or our ability to achieve the anticipdtedefits of the merger, or could reduce the egmor otherwise adversely affect the business imaddial results of
the combined company.

We and EMBARQ may be unable to retain key employees

Our success after the merger will depend in pashugur ability to retain key EMBARQ and CenturyBehployees. Key employees may depart either before
after the merger because of issues relating tarisertainty and difficulty of integration or a deshot to remain with us following the merger. Aatingly, no
assurance can be given that we will be able taréty employees to the same extent that we or ERBAave been able to in the past.

Following the merger, we may need to launch brangdior rebranding initiatives that are likely to invee substantial costs and may not be favorably reed by
customers.

We plan to consult with EMBARQ about whether torg our name and primary brand in connection viiéhnherger. Prior to the merger, we and EMBARQ
will each continue to market our respective prodactd services using the “CenturyTel” and “EMBARSand names and logos. Following the merger, e
market our products and services under “Century TEMBARQ” or some other name. As a result, welwliscontinue use of either or both of the “Cenfiely or
“EMBARQ” brand names and logos in some or all @& tharkets of the combined company. If we reteimegiour name or EMBARQ'’s, we will nonetheless incu
substantial capital and other costs in rebrandingpooducts and services in those markets thaiqusly used a different name. If we choose arrelgtnew brand,
these costs will be even greater, and we may nablgeto achieve or maintain name recognition austunder our new brand that is comparable toetbegnition and
status previously enjoyed. The failure of anyrefde initiatives could adversely affect our abild@yattract and retain customers after the mergsulting in reduced
revenues.
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Risks Related to Our Regulatory Environme

Our revenues could be materially reduced or our erges materially increased by changes in regulasipimcluding those recently proposed by the chairma
of the FCC.

The majority of our revenues are substantially delpat upon regulations which, if changed, couldltés material revenue reductions. Laws and ratohs
applicable to us and our competitors have beeraemtikely to continue to be subject to ongoingrades and court challenges, which could also affectevenues.

Risk of loss or reduction of network access chaegenues or support fund paymenta.significant portion of our revenues are derivien access charge
revenues that are paid to us by long distanceerarbased largely on rates set by federal andretgtgatory bodies. In particular, the FCC regedatriffs for interstate
access and subscriber line charges, both of whieeh@mponents of our revenues. The FCC has bewidesing comprehensive reform of its intercarc@mpensation
rules for several years. Any reform eventually@dd by the FCC will likely involve significant chges in the access charge system and could pditengisult in a
significant decrease or elimination of access abmgjtogether. In addition, our financial resatisld be harmed if carriers that use our accesscesrbecome
financially distressed or bypass our networks,egittue to changes in regulation or other factéiathermore, access charges currently paid to uisl @@ diverted to
competitors who enter our markets or expand th@erations, either due to changes in regulatiortieeravise.

We receive a substantial portion of our revenuesfthe federal Universal Service Fund (“USF”), ailoda lesser extent, intrastate support funds.s&he
governmental programs are reviewed and amendedtinegento time, and we cannot assure you that th#yat be changed or impacted in a manner advierses. For
several years, the FCC and a federal-state joeutcbestablished by Congress have considered coensizle reforms of the federal USF contribution distribution
rules. During this period, various parties havigdied to the size of the USF or questioned théimoad need to maintain the program in its curfenti. Over the past
few years, our high cost support fund revenues daceeased due to increases in the nationwide geast per loop factor used to determine payntergsogram
participants, as well as declines in the overakh sif the high cost support fund. Pending judiai@eals and congressional proposals create atlitiocertainty
regarding our future receipt of support paymemtsaddition, the number of eligible telecommunioas carriers receiving support payments from thig@am has
increased substantially in recent years, whichpliwith other factors, has placed additionalririal pressure on the amount of money that is abkslto provide
support payments to all eligible recipients, inahgdus.

On November 5, 2008, the FCC issued a documentaimaing other things, requested public commenhemeform proposal, including a draft proposalhef t
FCC chairman designed to comprehensively redefider@form the FCC'’s intercarrier compensation raled the federal USF rules. The draft proposesdace
intrastate and interstate access rates and latipfoeal compensation rates to levels substantiz@lpw those currently charged by us. The draft afroposes changes
USF rules that would mandate broadband deploynfrestze the level of certain USF support paymemtd,expand various USF programs, the combined effechich
would adversely impact local exchange carriersitihg the amount of USF revenues available tortlaad increasing their operating costs. It isentty unclear whe
action the FCC may take with respect to the dnafppsals. Adoption of the chairman’s original pvsal could result in a material adverse impactherrésults of our
operations.
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Risks posed by state regulatiok¢e are also subject to the authority of state @gwy commissions which have the power to regufatastate rates and services,

including local, in-state long-distance and netwackess services. Notwithstanding the movemerdrwalternative state regulation, LECs operating@aamately

28% of our total access lines continue to be stiltgetrate of return” regulation for intrastate poses. These LECs remain subject to the powestatef regulatory
commissions to conduct earnings reviews and adgrsice rates, which could lead to revenue redastid ECs governed by alternative regulatory ptamdd also

under certain circumstances be ordered to redties oa could experience rate reductions followhmg lapse of plans currently in effect. Our busiresdd also be
materially adversely affected by the adoption of hews, policies and regulations or changes totiegjstate regulations. In particular, we cannguas you that we wi
succeed in obtaining or maintaining all requisteesregulatory approvals for our operations wititbe imposition of restrictions on our busineshjalu could have the
effect of imposing material additional costs orousimiting our revenues.

Risks posed by costs of regulatory complian&egulations continue to create significant coarpie costs for us. Challenges to our tariffs lgylaors or third
parties or delays in obtaining certifications aadulatory approvals could cause us to incur subiatdegal and administrative expenses, and, iteasful, such
challenges could adversely affect the rates thedngeable to charge our customers. Our businesesvay be impacted by legislation and regulatioposing new or
greater obligations related to assisting law ergorent, bolstering homeland security, minimizingiemmmental impacts, or addressing other issuedrthzdct our
business (including local number portability andtomer proprietary network information requiremgntSor example, existing provisions of the Comnsations
Assistance for Law Enforcement Act require commatidns carriers to ensure that their equipmentlitias, and services are able to facilitate auitext electronic
surveillance. We expect our compliance costsceeimse if future laws or regulations continue twéase our obligations to assist other governmeugghcies.

Risk of loss of statutory exemption from burdensioteeconnection rules imposed on incumbent logahange carriers Affiliates of ours operating
approximately half of our telephone access linessxempt from the 1996 Act's more burdensome requeénts governing the rights of competitors to odanect to
incumbent local exchange carrier networks anditzerdiscrete network elements of the incumbgmetwork at favorable rates. If state regulatieside that it is in th
public’s interest to impose these more burdensangdonnection requirements on us, these affilia@sld be required to provide unbundled networkrelets to
competitors. As a result, more competitors coul@geour traditional telephone markets than weenily expect, resulting in lower revenues and higtaglitional
administrative and regulatory expenses.
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Regulatory changes in the communications industryutd adversely affect our business by facilitatiggeater competition against us.

The 1996 Act provides for significant changes amatéased competition in the communications indystigtuding the local communications and long dis&
industries. This Act and the FCC’s implementingulations remain subject to judicial review anditddal rulemakings, thus making it difficult togatict what effect
the legislation will ultimately have on us and @ompetitors. Several regulatory and judicial peuiirgs have recently concluded, are underway orsoeg be
commenced, which address issues affecting our pesaand those of our competitors. Moreover,aertommunities nationwide have expressed an sitare
establishing municipal telephone utilities that vebcompete for customers. We cannot predict thtearne of these developments, nor can we assuréidse changes
will not have a material adverse effect on us arindustry.

We are subject to significant regulations that litour flexibility.

As a diversified full service incumbent local exnba carrier, or ILEC, we have traditionally beebjeat to significant regulation that does not apgplynany of
our competitors. For instance, unlike many of ampetitors, we are subject to federal mandatshdce facilities, file and justify tariffs, mainta¢ertain accounts and
file reports, and state requirements that obligateo maintain service standards and limit ouritgttid change tariffs in a timely manner. Thisukdion imposes
substantial compliance costs on us and restrictaloility to change rates, to compete and to redpapidly to changing industry conditions. Althdugewer alternative
forms of regulation permit us greater freedomseivesal states in which we operate, they nonethéyessally impose caps on the rates that we cangehaur
customers. As our business becomes increasingtpetitive, regulatory disparities between us andoompetitors could impede our ability to competétigation and
different objectives among federal and state reégrdacould create uncertainty and impede our ghiitrespond to new regulations. Moreover, chamgésx laws,
regulations or policies could increase our tax,rpégticularly if state regulators continue to shafior additional revenue sources to address biglgetfalls. We are
unable to predict the future actions of the varimgulatory bodies that govern us, but such actoogd materially affect our business.

We are subject to franchising requirements that édumpede our expansion opportunities.
We may be required to obtain from municipal auttiesioperating franchises to install or expandifees. Some of these franchises may require y=jo
franchise fees. These franchising requirementergdly apply to our fiber transport and CLEC opierad, and to our emerging switched digital teleisand wireless

broadband businesses. These requirements coalg akein expanding our operations or increase dBesof providing these services.
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We will be exposed to risks relating to evaluatiasfscontrols required by Section 404 of the Sarbar@xley Act.

Changing laws, regulations and standards relatirggptporate governance and public disclosure, thictithe Sarbanes-Oxley Act and related regulations
implemented by the SEC, the New York Stock Exchamgkthe Public Company Accounting Oversight Board,increasing legal and financial compliancesast
making some activities more time consuming. Theuahevaluation of our internal controls requirgdSection 404 of the Sarbanes-Oxley Act may rasuttentifying
material weaknesses in our internal controls. Autyre failure to successfully or timely compl#tese annual assessments could subject us tosanoti investigation
by regulatory authorities. Any such action coulidersely affect our financial results or investarshfidence in us, and could cause our stock padall. If we fail to
maintain effective controls and procedures, we begynable to provide financial information in agisnand reliable manner, which could in certainanses limit our
ability to borrow or raise capital.

For a more thorough discussion of the regulatmyes that may affect our business, see “Operatainsve.
Other Risks
We have a substantial amount of indebtedness angy meed to incur more in the future.

We have a substantial amount of indebtedness, vduiald have material adverse consequences fonelsding (i) hindering our ability to adjust to ctgng
market, industry or economic conditions, (ii) limd our ability to access the capital markets fmasce maturing debt or to fund acquisitions oeeging businesses,
(iii) limiting the amount of free cash flow availatfor future operations, acquisitions, dividensteck repurchases or other uses, (iv) making ug manerable to
economic or industry downturns, including intenegé increases, and (v) placing us at a competiis&@dvantage to those of our competitors that hessindebtedness.

In connection with executing our business straged@lowing the EMBARQ merger we expect to conérto evaluate the possibility of acquiring addiéibn
communications assets, and we may elect to finfurtoee acquisitions by incurring additional indedtess. Moreover, to respond to competitive chgééenwe may be
required to raise substantial additional capitdinance new product or service offerings, inclydaapital necessary to finance any new offeringsagting the 700MHz
spectrum that we purchased in 2008. Our abiligrtange additional financing will depend on, amotiter factors, our financial position and perfonoe, as well as
prevailing market conditions and other factors lelyour control. We cannot assure you that welvélhble to obtain additional financing on termseatable to us or .
all. If we are able to obtain additional financjogr credit ratings could be adversely affectdd.a result, our borrowing costs would likely inese, our access to
capital may be adversely affected and our abititgatisfy our obligations under our indebtednesgdcbe adversely affected.
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We cannot assure you that we will be able to con#rpaying dividends at the current rate.

As noted elsewhere in this annual report, we pazothtinue our current dividend practices. Howgyeu should be aware that our shareholders magecetve
the same dividends for reasons that may includeoéthe following factors:

« we may not have enough cash to pay such dividemel$adchanges in our cash requirements, capitaldapg plans, cash flow or financial positic

« while our dividend practices involve the distritmutiof a substantial portion of our cash availablpay dividends, our board of directors could cleeitg practice
at any time

« the actual amounts of dividends distributed andiirsion to make any distribution will remain Httimes entirely at the discretion of our boarddirfectors;
« the effects of regulatory reform, including any ges to intercarrier compensation and the UniveSsalice Fund rules;
« our ability to maintain investment grade creditngs$ on our senior debt;

« the amount of dividends that we may distributeinsted by restricted payment and leverage coveniantair credit facilities and, potentially, the rres of an'
future indebtedness that we may incur;

« the amount of dividends that we may distributeuisjact to restrictions under Louisiana l¢

Our board is free to change or suspend our divigeadtices at any time. Our common shareholdessldtbe aware that they have no contractual ordéugl
right to dividends.

Our current dividend practices could limit our atiy to pursue growth opportunities.
The current practice of our board of directors &y pn annual $2.80 per common share dividend tsfletintention to distribute to our shareholdessilastanti
portion of our free cash flow. As a result, we nmmy retain a sufficient amount of cash to finaaceaterial expansion of our business in the futimeaddition, ou

ability to pursue any material expansion of ouribess, through acquisitions or increased capitahdimg, will depend more than it otherwise wouldawm ability tc
obtain third party financing. We cannot assure @i such financing will be available to us at atlat an acceptable cost.
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As a holding company, we rely on payments from operating companies to meet our obligations.

As a holding company, substantially all of our immand operating cash flow is dependent upon timereg of our subsidiaries and the distributionthafse
earnings to, or upon loans or other payments aldiby those subsidiaries to, us. As a result,alyeupon our subsidiaries to generate the fundessegy to meet our
obligations, including the payment of amounts owader our long-term debt. Our subsidiaries areusgp and distinct legal entities and have no abbg to pay any
amounts owed by us or, subject to limited exception tax-sharing purposes, to make any funds aiailto us to repay our obligations, whether byddirds, loans or
other payments. Certain of our subsidiaries magebgicted under loan agreements or regulatorgrerftom transferring funds to us, including certaan provisions
that restrict the amount of dividends that may &iel po us. Moreover, our rights to receive assetmny subsidiary upon its liquidation or reorgaatian will be
effectively subordinated to the claims of creditofshat subsidiary, including trade creditors.eTbotnotes to our consolidated financial statesiertluded elsewhere
herein describe these matters in additional detail.

Our agreements and organizational documents and léggble law could limit another party’s ability tacquire us.

Our articles of incorporation provide for a classifboard of directors, which limits the ability afi insurgent to rapidly replace the board. Intamd a number
of other provisions in our agreements and orgaiozat documents and various provisions of applieddlv may delay, defer or prevent a future takeot&enturyTel
unless the takeover is approved by our board etthrs. This could deprive our shareholders ofratgted takeover premium.

We face other risks.

The list of risks above is not exhaustive, and sioould be aware that we face various other rigis.a description of additional risks, please $@perations”
above, “Forward-Looking Statements” below, anddtieer items of this annual report, particularlyrte3, 7 and 8.
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Cautionary Statements Regarding Forward-Looking Stéeements

This report on Form 18- and other documents filed by us under the fedsralrrities laws include, and future oral or writtéatements or press releases by us
our management may include, certain forward-loolstagements relating to CenturyTel or EMBARQ, tperations of either such company or our pendingerewrith
EMBARQ, including without limitation statements Wwitespect to CenturyTel's or EMBARQ’s anticipatetlife operating and financial performance, findroisition
and liquidity, growth opportunities and growth gtacquisition and divestiture opportunities, basgprospects, regulatory and competitive outloalestment and
expenditure plans, investment results, financingoofunities and sources (including the impact w&ficings on our financial position, financial penmfiance or credit
ratings), pricing plans, strategic alternativessibess strategies, and other similar statemerggpEctations or objectives or accompanying stat&r@rassumptions tt
are highlighted by words such as “expects,” “aptités,” “intends,” “plans,” “believes,” “projects;seeks,” “estimates,” “hopes,” “should,” “couldghd “may,” and
variations thereof and similar expressions. SwocWdrd-looking statements are based upon our judgared assumptions as of the date such statementsaale
concerning future developments and events, mamhath are outside of our control. These forwarokiag statements, and the assumptions upon whit su
statements are based, are inherently speculatdvar@subject to uncertainties that could causeciural results to differ materially from such staénts. Actual results
or performance by CenturyTel or EMBARQ, and isswating to our pending merger with EMBARQ, mayfelifmaterially from those anticipated, estimated or
projected if one or more of these risks or unceti@s materialize, or if underlying assumptionsvericorrect. Factors that could impact actualltef CenturyTel or
EMBARQ, the combined company or the pending meirggude but are not limited to:

« the extent, timing, success and overall effectsoofipetition from wireless carriers, VolP provideZ$,ECs, cable television companies, electric iggitand others,
including without limitation the risks that thesenepetitors may offer less expensive or more inrngegiroducts and services

. the risks inherent in rapid technological changeluding without limitation the risk that new tedtogies will displace our products and services

. the effects of ongoing changes in the regulatiothefcommunications industry, including without iiation (i) increased competition resulting fronguéatory
changes, (ii) the final outcome of various fedestdfe and local regulatory initiatives and proaegsithat could impact our competitive positiorjenreues,
compliance costs, capital expenditures or prospeattiding regulatory changes recently proposethkychairman of the FCC, and (iii) reductionseémanues
received from the federal Universal Service Fundtber current or future federal and state suppagrams designed to compensate LECs operatinigindost

markets
. our ability to effectively adjust to changes in t@mmunications industry
. our ability to successfully complete our pendinggee with EMBARQ), including timely receiving all galatory approvals

« the possibility that the anticipated benefits friira merger cannot be fully realized in a timely memor at all, or that integrating EMBARQ'’s opeoais into our
will be more difficult,disruptive or costly than anticipat
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our ability to effectively manage our expansion appnities, including without limitation our abyito (i) effectively integrate new-acquired or newl-developec
businesses into our operations, (ii) attract ataimeéechnological, managerial and other key parshriii) achieve projected growth, revenue anst@avings
targets from the EMBARQ merger within the anticgzhtimeframe, and (iv) otherwise monitor our ogeret, costs, regulatory compliance, and servicditguend
maintain other necessary internal cont

possible changes in the demand for, or pricingof,products and services, including without liida reduced demand for our traditional telephonaazes:
services caused by greater use of wireless, etectneail or Internet communications or other fasi

our ability to successfully introduce new productervice offerings on a timely and c-effective basis, including without limitation oubility to (i) successfully
roll out our new video, voice and broadband seryi€€ successfully exploiting the 700 MHz speatrthat we purchased in 2008, (iii) expand succdgssur full
array of service offerings to new or acquired mezkend (iv) offer bundled service packages on teatimactive to our custome

our continued access to credit markets on favortates, including our continued access to finanaingmounts, and on terms and conditions, necessayppor
our operations and refinance existing indebtedwndsEs it becomes du

our ability to collect receivables from financiatlpubled communications compan

our ability to pay a $2.80 per common share dividannually, which may be affected by changes incash requirements, capital spending plans, casls for
financial position:

our ability to successfully negotiate collectivedmining agreements on reasonable terms withoukt etoppages
regulatory limits on our ability to change the psdor telephone services in response to indusmges

impediments to our ability to expand through atixesty priced acquisitions, whether caused by ratprly limits, financing constraints, a decreasthapool ol
attractive target companies, or competition forugitjons from other interested buys

the possible need to make abrupt and potentiayugtive changes in our business strategies dughaages in competition, regulation, technology,dpr
acceptance or other factc
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o the lack of assurance that we can compete effégtagainst bette-capitalized competitor

. the impact of potential network disruptions on busines:
o general worldwide economic conditions and relateckutainties, including continued access to creditkets on favorable terms
o the effects of adverse weather on our customepsaperties
. other risks referenced in this report and from ttméme in our other filings with the SecuritiesdaBExchange Commissic
o the effects of more general factors, including withlimitation:
< changes in general industry and market conditisrasgrowth rates
< changes in labor conditions, including workfoleeels and labor costs
< changes in interest rates or other general retioegional or local economic conditions
< changes in legislation, regulation or publicipglincluding changes in federal rural financinggrams or changes that increase our tax rate
< increases in capital, operating, medicaldmiaistrative costs, or the impact of new busirggsortunities requiring significant up-front invesnts
< changes in our relationships with vendors, oifétilare of these vendors to provide competitivedurcts on a timely basis
< failures in our internal controls that could resuinaccurate public disclosures or fraud
<> changes in our debt ratings
< unfavorable outcomes of regulatory or legal peaidegs and investigations, including rate procegsland tax audits
< losses or unfavorable returns on our investmendshiar communications companies
< delays in the construction of our networks
< changes in accounting policies, assumptionsnasgis or practices adopted voluntarily or as reguiy generally accepted accounting principles,

including the possible future
discontinuance of Statement of Finan&iaounting Standards No. 71 to our wireline suiasies.

For additional information, see the descriptioroof business included above, as well as Item HRisfannual report. Due to these uncertaintiesgtben be no
assurance that our anticipated results will odat, our judgments or assumptions will prove cdrrecthat unforeseen developments will not ocoiccordingly, you
are cautioned not to place undue reliance uporo&oyr forward-looking statements, which speak asyof the date made. Additional risks that weentty deem
immaterial or that are not presently known to usld@lso cause our actual results to differ mallgrfeom those expected in our forward-looking staents. We
undertake no obligation to update or revise anyusfforward-looking statements for any reason, Wwaeas a result of new information, future evemtdevelopments,
changed circumstances, or otherwise.
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Investors should also be aware that while we deaabus times, communicate with securities analyisis against our policy to disclose to thenesglely any
material non-public information or other confideminformation. Accordingly, investors should rsisume that we agree with any statement or regsaréd by an
analyst irrespective of the content of the statdroereport. To the extent that reports issueddmurities analysts contain any projections, fastscar opinions, such
reports are not our responsibility.

Item 1B. Unresolved Staff Comments
Not applicable.
Iltem 2. Properties.
Our properties consist principally degghone lines, central office equipment, and lamdi lauildings related to telephone operations. ABedember 31, 2008 a

2007, our gross property, plant and equipment pf@pmately $8.9 billion and $8.7 billion, respewetly, consisted of the following:

December 31

2008 2007

Cable and wirt 52.5% 52.¢
Central office 32.: 32.C
General suppol 9.2 9.4
Fiber transpor 3.7 3.3
Construction in progres .8 11
Other 15 14

100.(% 100.C

“Cable and wire” facilities consist primarily of bad cable and aerial cable, poles, wire, conduit @ops used in providing local and long distance
services. “Central office” consists primarily afigching equipment, circuit equipment and relatedilities. “General support” consists primarilylahd, buildings,
tools, furnishings, fixtures, motor vehicles andrkvequipment. “Fiber transport” consists of netkvassets and equipment to provide fiber transport
services. “Construction in progress” includes jertp of the foregoing categories that has not lgaced in service because it is still under consioa.
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The properties of certain of our telephone subs&seare subject to mortgages securing the desiai companies. We own substantially all of thetred office
buildings, local administrative buildings, warehesisand storage facilities used in our telephoregatjpns.

For further information on the location and typeoaf properties, see the descriptions of our oersiin Item 1.
Iltem 3. Legal Proceedings

In Barbrasue Beattie and James Sovis, on beh#ieafiselves and all others similarly situated, wat@g/Tel, Inc., filed on October 28, 2002, in the United States
District Court for the Eastern District of MichigéBase No. 02:0277), the plaintiffs allege that we unjustly amdeasonably billed customers for inside wire meaian
services, and seek unspecified monetary damageigjandtive relief under various legal theorieshwhalf of a purported class of over two million tousers in our
telephone markets. On March 10, 2006, the Coutifiee a class of plaintiffs and issued a rulihgt the billing descriptions we used for theseisess/during an
approximately 18nonth period between October 2000 and May 2002 legadly insufficient. Our appeal of this classtifeation decision was denied. Our prelimir
analysis indicates that we billed less than $1@ignifor inside wire maintenance services underbifieng descriptions and time periods specifiedtir District Court rt
described above. Should other billing descriptibasietermined to be inadequate or if claims dosvall for additional time periods, the amount of patential expost
could increase significantly above amounts previoascrued. The Court’s order does not specifyaivard of damages, the scope and amounts of wihihy, remain
subject to additional fact-finding and resolutidnvdnat we believe are valid defenses to plaintiffaims. Accordingly, we currently cannot reasdpastimate the
maximum amount of possible loss if this matter pemts to litigation. However, we do not believet tha ultimate outcome of this matter will have aterial adverse ¢
on our financial position or on-going results oecgtions.

We received an aggregate of approximately $128anitiuring 2006 and 2007 from the redemption ofRural Telephone Bank stock. Some portion of those
proceeds, while not estimable at this time, mayenmértain circumstances be subject to review,atolu or refund by regulatory authorities or judigorocess, which i
each case could have an adverse effect on ourciadaesults.

From time to time, we are involved in other progegd or investigations incidental to our businéssluding administrative hearings of state publidity
commissions relating primarily to rate making, an relating to employee claims, occasional grieedrearings before labor regulatory agencies asdatt@neous thi
party tort actions. The outcome of these othec@edings is not predictable. However, we do rpeet that the ultimate resolution of these otheceedings, after
considering available insurance coverage, will reaveaterial adverse effect on our financial positi@sults of operations or cash flows.
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Iltem 4. Submission of Matters to a Vote of Security Holders

Not applicable

Executive Officers of the Registrant information concerning our Executive Officers, fth at Item 10 in Part Il hereof, is incorpordte Part | of this Repo
by reference.

46



PART Il
Iltem 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie

Our common stock is listed on the New York Stockliange and is traded under the symbol CTL. THeviahg table sets forth the high and low salesgsic
along with the quarterly dividends, for each of thuarters indicated.

Sales price Dividend per
High Low common shar
2008:
First quartel $42.00 32.00 .0675
Second quarte $37.25 30.55 .0675
Third quartel $40.35 34.13 1.3325
Fourth quarte $40.00 20.45 .70
2007:
First quartel $46.80 42.66 .065
Second quarte $49.94 45.14 .065
Third quartel $49.91 41.10 .065
Fourth quarte $46.90 39.91 .065

Common stock dividends during 2008 and 2007 weie g@ch quarter.

In June 2008, our board of directors increasedjoarterly cash dividend rate from $.0675 to $.70gbare, and declared a otiree dividend of $.6325 per she
payable in July 2008, which, when coupled withpheviously-paid second quarter 2008 dividend, ezflitie newly-established $.70 per share quartatéy r

As of February 20, 2009, there were approximateéd®@ stockholders of record of our common stock. oAFebruary 20, 2009, the closing stock pricewsf
common stock was $26.17.

In February 2006, our Board of Directors authoriaeiL.O billion share repurchase program under hwlicFebruary 2006, we repurchased $500 million (o
approximately 14.36 million shares) of our commtotk under accelerated share repurchase agreemi#imisertain investment banks at an initial averpgee of
$34.83. The investment banks completed their @@ses in mid-July 2006 and in connection therewétpaid an aggregate of approximately $28.4 milGash to the
investment banks to compensate them for the difterdetween their weighted average purchase puitegdithe repurchase period and the initial average. We
repurchased the remaining $500 million of commalsof this program in open-market transactionsugh June 2007.
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In August 2007, our board of directors authorizeék780 million share repurchase program which expare September 30, 2009, unless extended by the
board. Through December 31, 2008, we had repuedhasproximately 13.2 million shares for $503.9ioml under this program. We suspended repurchiases
September 2008 pending completion of our acquisitibEMBARQ.

During the fourth quarter of 2008, we withheld Kares of stock at an average price of $26.54h@gedo pay taxes due upon the vesting of regtristisck for
certain of our employees in October 2008.

For information regarding shares of our commonistaghorized for issuance under our equity compénrsalans, see Item 12.

ltem 6. Selected Financial Data

The following table presents certain selected clistesied financial data as of and for each of thergeended in the five-year period ended Decembe?(318:

Selected Income Statement Data

Year ended December &
2008 2007 2006 2005 2004
(Dollars, except per share amounts, and sharesssex in thousand

Operating revenues $ 2,599,74 2,656,24 2,447,731 2,479,25; 2,407,37.
Operating income $ 721,35. 793,07¢ 665,53 736,40: 753,95:
Net income $ 365,73. 418,37( 370,02° 334,47 337,24«
Basic earnings per she $ 3.57 3.82 3.17 2.5 2.4t
Diluted earnings per sha $ 3.5€ 3.72 3.07 2.4¢ 2.41
Dividends per common sha $ 2.167¢ .2€ .25 .24 .23
Average basic shares outstand 102,26¢ 109,36( 116,67 130,84 137,21}
Average diluted shares outstand 102,87: 113,09: 122,22¢ 136,08 142,14
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Selected Balance Sheet Data

December 31,
2008 2007 2006 2005 2004
(Dollars in thousands)

Net property, plant an equipment $ 2,895,89. 3,108,37! 3,109,27 3,304,48; 3,341,40.
Goodwill $ 4,015,67. 4,010,91 3,431,13 3,432,64 3,433,86.
Total assets $ 8,254,19! 8,184,55 7,441,00 7,762,70 7,796,95:
Long-term debt $ 3,294,11 2,734,35 2,412,85 2,376,07 2,762,01
Stockholders' equity $ 3,163,24 3,409,20! 3,190,95 3,617,27: 3,409,76!

The following table presents certain selected clishesied operating data as of the following dates:

December 31

2008 2007 2006 2005 2004
Telephone access lines (1) 1,998,00 2,135,001 2,094,001 2,214,001 2,314,00!
High-speed Internet customers (1) 641,00( 555,00( 369,00( 249,00( 143,00(

(1) In connection with our Madison River acdfins in April 2007, we acquired approximately 18d0 telephone access lines and 57,000 bgged Internet custon

(2) Excluding adjustments during 2006 to refi@cthe removal of test lines, (ii) database cension and clean-up and (iii) the sale of our Ama@roperties, access
line losses for 2006 were approximately 107,000.

See ltems 1 and 2 in Part | and Items 7 and 8 &seherein for additional information.
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Iltem 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
RESULTS OF OPERATIONS
OVERVIEW

CenturyTel, Inc., together with its subsidiariesan integrated communications company engagedighynmn providing an array of communications sees to
customers in 25 states. We currently derive ouemaes from providing (i) local exchange and loigjashce voice services, (ii) network access sesyi@#) data
services, which include both high-speed (“DSL") ali@-up Internet services, as well as special ssead private line services, (iv) fiber transpoompetitive local
exchange and security monitoring services andthgraelated services.

On October 26, 2008, we entered into a definitiegar agreement to acquire Embarg Corporation (“BRB”) in a stock-forstock transaction. Under the te
the agreement, EMBARQ shareholders will receivg T@&nturyTel shares for each share of EMBARQ comstock they own at closing. On December 31, 2008,
EMBARQ had outstanding approximately 142.4 millgirares of common stock and $5.7 billion of Idagn debt. The two companies have a combined tipgnarese
in 33 states with approximately 7.7 million accksss and two million broadband customers. Conifetf the transaction is subject to the receiptegulatory approy
including approvals from the Federal Communicati@oesnmission and certain state public service cormsions, as well as other customary closing conditioBubject-
these conditions, we anticipate closing this tratisa in the second quarter of 2009. For additiom@rmation, see Item 1 of Part | of this anntegort and Note 1.

As further discussed in Note 11, during the seapratter of 2008, we recognized an $8.2 millionailmtent loss (reflected in selling, general and mistrative
expense) in connection with amending our Suppleal&ixecutive Retirement Plan (“SERP”). We alsmmetzed a $4.5 million pre-tax gain (reflected ther income
(expense)) upon liquidation of our investments arketable securities in the SERP trust in the seqoiarter of 2008. We will record a one-time satittnt charge in
the first quarter of 2009 of approximately $7.7lioi in connection with the lump sum distributiomsade in early 2009.

In 2008 and 2007, we recognized net after tax hisnaffapproximately $12.8 million and $32.7 mitliorespectively, related to the recognition of prasly
unrecognized tax benefits. See Note 12 for aduitilmformation.

On April 30, 2007, we acquired all of the outstamgdstock of Madison River Communications Corp. (t4an River”). See Note 2 for additional
information. We have reflected the results of agiens of the Madison River properties in our cdidsoed results of operations beginning May 1, 2007
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In the fourth quarter of 2007, we recorded a $bGilBon pre-tax impairment charge in order to wsitewn the value of certain lorlied assets in six of our nor
competitive local exchange carrier markets to thstrmated realizable value. We determined thimagtd realizable value based on proposals receiugdg our sales
process of such properties commenced in 2007. dMessich properties in separate transactions in &welyJuly 2008. Results of operations for theskets are incluc
in our consolidated results of operations up toréspective sales dates.

During 2007, we recognized approximately $49.0iomillof network access revenues in connection viighsettlement of a dispute with a carrier and
approximately $42.2 million of revenues in conneetwith the lapse of a regulatory monitoring perfofiwhich approximately $25.4 million is reflecteédnetwork
access revenues and $16.8 million is reflectedta tevenues). We do not expect this level of falvie revenue settlements to reoccur in the future.

Effective January 1, 2007, we changed our relatignwith our provider of satellite television sergifrom a revenue sharing arrangement to an agency
relationship and, in connection therewith, we reediin the second quarter of 2007 a mecdrring reimbursement of $5.9 million, of which.$ million was reflected ¢
a reduction of cost of services (which we previguisturred as subscriber acquisition costs) andeah&inder was reflected as revenues. This chiaag@lso resulted
us recognizing higher levels of operating incommpared to our prior arrangement.

Over each of the past few years, we announced tieda®f our workforce of an aggregate of approxatha700 jobs and, in connection therewith, incdmet
pre-tax charges of approximately $1.7 million ir080$2.2 million in 2007 and $7.5 million in 2008 Severance and related costs. See Note &ifiiticnal
information.

In the second quarter of 2006, we recorded a one-ire-tax gain of approximately $117.8 million npedemption of our investment in the stock of Rugal
Telephone Bank (“RTB”). Subsequently, in the fawquarter of 2007, upon final distribution of tleenaining proceeds from the RTB dissolution, werded a praax
gain of approximately $5.2 million. See Note 16ddditional information.

During the last several years (exclusive of actjoiss and certain non-recurring favorable adjustisjemve have experienced revenue declines in adoeand
network access revenues primarily due to the lbssaess lines and minutes of use. To mitigatsethikeclines, we hope to, among other things, dinpte long-term
relationships with our customers through bundlihintegrated services, (ii) provide new serviceglsas video and wireless broadband, and othetiawlai services
that may become available in the future due to adesin technology, wireless spectrum sales byréueral Communications Commission or improvementair
infrastructure, (iii) provide our broadband andmitem services to a higher percentage of our custenii¢) pursue acquisitions of additional commuartiens properties
if available at attractive prices, (v) increasegesaf our networks and (vi) market our productaew customers.
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Our net income for 2008 was $365.7 million, compame$418.4 million during 2007 and $370.0 millidaring 2006. Diluted earnings per share for 2088 w
$3.56 compared to $3.72 in 2007 and $3.07 in 200& number of average diluted shares outstandintingéd 9.0% in 2008 and 7.5% in 2007 primarily tmeur
share repurchases during the past three years.

Year ended December & 2008 2007 2006
(Dollars, except per share amounts, and shat
thousands

Operating incom: $ 721,35: 793,07¢ 665,53¢
Interest expens (202,21) (212,90¢) (195,95)
Other income (expens 40,95¢ 38,77( 121,56¢
Income tax expens (194,35) (200,577) (221,127)
Net income $ 365,73: 418,37( 370,02°
Basic earnings per she $ 3.57 3.82 3.17
Diluted earnings per sha $ 3.5¢€ 3.72 3.07
Average basic shares outstand 102,26¢ 109,36( 116,67
Average diluted shares outstand 102,87 113,09: 122,22¢

Operating income decreased $71.7 million in 2008 tdua $56.5 million decrease in operating revemnesa $15.2 million increase in operating expenses
Operating income increased $127.5 million in 2087 &208.5 million increase in operating revenuas partially offset by an $81.0 million increaseperating
expenses.
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In addition to historical informatiothis management’s discussion and analysis incledesin forward-looking statements that are basectorrent
expectations only, and are subject to a numbeistisr uncertainties and assumptions, many of wdsietbeyond our control. Actual events and resulyy differ
materially from those anticipated, estimated orjpoted if one or more of these risks or uncertaminaterialize, or if underlying assumptions primeorrect. Factors
that could affect actual results include but aré lmited to: the timing, success and overall e@feof competition from a wide variety of competitproviders; the risks
inherent in rapid technological change; the effesft®ngoing changes in the regulation of the comipaiions industry (including the FCC'’s proposedesiregarding
intercarrier compensation and the Universal Senkced described elsewhere herein); our ability tieetively adjust to changes in the communicatiodsstry; our
ability to successfully complete our pending mergigh EMBARQ, including timely receiving all regtday approvals and realizing the anticipated betsefif the
transaction; our ability to effectively manage @xpansion opportunities, including successfullfedgnating newlyacquired businesses into our operations and retaj
and hiring key personnel; possible changes indimaand for, or pricing of, our products and sersiceur ability to successfully introduce new prodorcservice
offerings on a timely and cost-effective basis; camtinued access to credit markets on favorablaseour ability to collect our receivables fromdincially troubled
communications companies; our ability to pay a $208r common share dividend annually, which magffexted by changes in our cash requirements, abgitendin
plans, cash flows or financial position; our abjlito successfully negotiate collective bargainiggezments on reasonable terms without work stoppabe effects ¢
adverse weather; other risks referenced from tiongénbe in this report or other of our filings withe Securities and Exchange Commission; and teetsfbf more
general factors such as changes in interest ratex rates, in accounting policies or practicespperating, medical or administrative costs, engral market, labo
or economic conditions, or in legislation, regutatior public policy. These and other uncertaintiglated to our business and our pending acquisitbEMBARQ are
described in greater detail in Item 1A includedéiar You should be aware that new factors may eenieogn time to time and it is not possible foragdentify all such
factors nor can we predict the impact of each dackor on the business or the extent to which areyar more factors may cause actual results t@dffom those
reflected in any forward-looking statements. Yweifarther cautioned not to place undue reliancetlese forward-looking statements, which speak aslygf the date
of this annual report. We undertake no obligatiorupdate any of our forward-looking statementsaioy reason.

All references to “Notes” in this Item 7 refer tioet Notes to Consolidated Financial Statements dedun Item 8 of this annual report.

OPERATING REVENUES

Year ended December 31, 2008 2007 2006

(Dollars in thousands)

Voice $ 874,04: 889,96( 871,76
Network acces 820,38 941,50¢ 878,70:
Data 524,19: 460,75! 351,49!
Fiber transport and CLEC 162,05( 159,31° 149,08t
Other 219,07¢ 204,70: 196,67¢
Operating revenues $ 2,599,74 2,656,24 2,447,73!

During 2007, we recognized revenues of approxirg&iéR.2 million related to the expiration of a regary monitoring period, of which approximately52
million is reflected in network access revenues $h6l8 million is reflected in data revenues. ddidion, in 2007 we recognized approximately $48@i0ion of network
access revenues related to the settlement of atdigpth a carrier. We do not expect this levelasorable revenue settlements to reoccur in thedu
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Voice revenues.We derive voice revenues by providing local exdeatelephone services and retail long distancgcssrto customers in our service areas. The
$15.9 million (1.8%) decrease in voice revenue®(id8 is primarily due to (i) a $22.5 million decsealue to a 5.9% decline in the average numberoefsa lines
(exclusive of our acquisition of Madison River peoties); (ii) a $10.8 million decrease in custorticg feature revenues primarily due to the congidunigration to
bundled service offerings at a lower effective rated (i) a $7.7 million decline as a result ofiecrease in revenues associated with extendedalliesy plans. These
decreases were partially offset by $17.0 millioraddlitional revenues attributable to the MadisoveRproperties acquired April 30, 2007 and a $9ilian increase in
long distance revenues attributable to an increatiee percentage of our customer base on fixedualimited calling plans and the implementatiomaté increases
applicable to several rate plans in late 2007 amty 008.

The $18.2 million (2.1%) increase in voice revenine®007 is primarily due to $43.3 million of revess attributable to the Madison River propertiequaed
April 30, 2007. Such increase was partially oftsg((i) a $20.7 million decrease due to a 5.2%idedh the average number of access lines (norethfiar acquisitions
dispositions and previously-disclosed adjustmerdaderduring 2006) and (ii) a $6.0 million declinesagsult of a decrease in revenues associatecentiimded area
calling plans.

Total access lines declined 136,800 (6.4%) durb@BZompared to a normalized decline of 119,700 .during 2007. We believe the decline in the benof
access lines during 2008 and 2007 is primarilytduee displacement of traditional wireline telepbservices by other competitive services and tesmynomic
conditions. Based on our current retention initeg, we estimate that our access line loss withéteveen 5.7% and 6.7% in 2009.

Network access revenuedVe derive our network access revenues primaisnf(i) providing services to various carriers angtomers in connection with the
use of our facilities to originate and terminateittinterstate and intrastate voice transmissiois(a) receiving universal support funds whictoalk us to recover a
portion of our costs under federal and state @asivery mechanisms. Certain of our interstate odt@ccess revenues are based on tariffed accasgesHiled directly
with the Federal Communications Commission (“FC@ig remainder of such revenues are derived uegenue sharing arrangements with other local exgghan
carriers (“LECs”") administered by the National Eaoge Carrier Association. Intrastate network acoessnues are based on tariffed access chargesiille state
regulatory agencies or are derived under revenagngharrangements with other LECs.
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Network access revenues decreased $121.1 mill2®%d) in 2008 and increased $62.8 million (7.19®7 due to the following factors:

2008 2007
increase increase
(decrease (decreas)

(Dollars in thousands

Favorable settlement of a dispute with a carried@7 $ (48,987 48,98’
Intrastat e revenues due to decreased minutes of use, dedraccess rates in certain states and recovery frat@ stippor
funds (29,027) (20,917)
Revenue recognition upon expiration of regulatmonitoring periods in 200 (25,407 25,40:
Partial recovery of operating costs through reveshaing arrangements with other telephone companies, tate
access revenues and return on rate (15,857 (21,31)
Recovery from the federal Universal ServHigh Cost Loop support progra (14,596 2,231
Acquisition of Madison Rive 12,34 33,92¢
Prior year revenue settlement agreem 1,92z (2,34¢)
Other, ne: (1,52€) (3,170
$ (121,12) 62,80

In March 2006, we filed a complaint against a earfor recovery of unpaid and underpaid accesgyelsdior calls made using the carréeprepaid calling cards .
calls that used Internet Protocol for a portiothafir transmission. The carrier filed a countarslagainst us, asserting that we improperly bitleeim terminating intras
access charges on certain wireless roaming tralffidpril 2007, we entered into a settlement agreet with the carrier and received approximatel9 84llion cash frc
them related to the issues described above.

In 2008 and 2007, we experienced reductions inrdtastate revenues of approximately $29.0 milkoa $20.9 million, respectively, primarily due toegluction
in intrastate minutes (partially due to the displaent of minutes by wireless, electronic mail atietooptional calling services). We believe tinatastate minutes will
continue to decline in 2009, although we cannatrege the magnitude of such decrease.

In third quarter 2007, upon the lapse of the applie 2003/2004 monitoring period for certain of tariffed billings, we recognized approximately $#illion o
revenues (of which approximately $25.4 millionéflected in network access revenues and $16.8milii reflected in data revenues). Such amouméesepted billing
from tariffs prior to July 2004 in excess of thetarized rate of return that we initially recordesia deferred credit pending completion of suct8ZD4 monitoring
period.

Our revenues from the Universal SertHagh Cost Loop Fund decreased approximately $a#lién in 2008 and increased $2.2 million in 2008uch decrease
in 2008 was primarily due to an increase in théonatide average cost per loop factor used by th€ ECallocate funds among all recipients. We gudite our 2009

revenues from the federal Universal Service HigstCoop support program will decrease between $t2% 4 million compared to 2008.
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Data revenues We derive our data revenues primarily by pravidinternet access services (both DSL and dialkenygices) and data transmission services over
special circuits and private lines. Data reverineseased $63.4 million (13.8%) in 2008 substélgtidue to (i) a $57.8 million increase in DSL-rigld revenues
primarily due to growth in the number of DSL custamand (i) $16.3 million of additional revenuemtriibuted by Madison River. Such increases weréglly offset
by $16.8 million of one-time revenues recordechindt quarter 2007 upon expiration of the previowd#gcribed regulatory monitoring period. While ex@ect our data
revenues to increase in 2009 as compared to 2098pwot expect to recognize the same level okass as we experienced in 2008 primarily due tdeittethat our
customer base is more highly penetrated with D3Vises.

Data revenues increased $109.3 million (31.1%)0id72substantially due to (i) a $66.4 million incsean DSL-related revenues due primarily to groimtthe
number of DSL customers; (ii) $34.5 million of renes contributed by Madison River and (iii) $16.@iom of one-time revenues recorded in third qgga2007 upon
expiration of the previously described regulatomynitoring period. Such increases were partialfgetfby a $5.4 million decrease in special acoegsnues primarily
due to certain customers disconnecting circuitsaafifl.1 million decrease in dial-up Internet rev&ndue to a decline in the number of dial-up custsm

Fiber transport and CLEC. Our fiber transport and CLEC revenues includemnees from our fiber transport, competitive loeathange carrier (“CLEC”) and
security monitoring businesses. Fiber transpatt@bEC revenues increased $2.7 million (1.7%) i68®f which $6.4 million was due to growth in dncumbent fibe
transport business and $2.5 million was due toteeidil revenue contributed by Madison River. Simineases were partially offset by a $2.6 milli@tikase due to t
sales of six CLEC markets that were consummatéeirsecond and third quarters of 2008 and a $3lmiecrease in CLEC revenues primarily due tstamer
disconnects.

Fiber transport and CLEC revenues increased $10lidm(6.9%) in 2007, of which $8.7 million was duio growth in our incumbent fiber transport bussand
$4.8 million was contributed by Madison River. Buecreases were partially offset by a $3.5 millitetrease in CLEC revenues primarily due to custatiseonnects.

Other revenuesWe derive other revenues primarily by (i) leasisglling, installing and maintaining customer pigartelecommunications equipment and
wiring, (i) providing billing and collection sereés for third parties, (iii) participating in thelgication of local directories and (iv) providimgw service offerings,
principally consisting of our new video and wiredesseller services. Other revenues increased $iittion (7.0%) in 2008 primarily due to (i) $7rdillion of
additional revenues contributed by Madison Rivet @i) a $2.8 million increase in directory revesue
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Other revenues increased $8.0 million (4.1%) in72p@marily due to $13.9 million of revenues cobtied by Madison River. In connection with recegva
one-time reimbursement as a result of our aboveritesi change in our contractual relationship weitih satellite television service provider, we reteat a $1.9 million
one-time increase to revenues in 2007. The imdabtiecchange in the arrangement from a gross &t aewenue presentation resulted in an $8.2 mitliecrease in
recurring revenues for the twelve months ended Déee 31, 2007 compared to 2006.

OPERATING EXPENSES

Year ended December & 2008 2007 2006
(Dollars in thousands

Cost of services and products (exclusive of deptieei and amortization $ 955,47: 937,37! 888,41

Selling, general and administrati 399,13¢ 389,53¢ 370,27

Depreciation and amortizatic 523,78t 536,25! 523,50¢

Operating expens $ 1,878,39! 1,863,16. 1,782,19.

Cost of services and productsCost of services and products increased $18libm({1.9%) in 2008 primarily due to (i) $22.7 fidin of additional costs incurred
by the Madison River properties; (ii) a $12.3 moitliincrease in DSkelated expenses due to growth in the number of 8tomers; (jii) a $4.9 million increase in cc
associated with our recently launched switchedaligideo offering; and (iv) a $4.1 million increadue to a one-time reimbursement of costs recéieed our satellite
television service provider in the second quarfe20®7 in connection with the change in our arranget, as mentioned above. Such increases weiellyaotfset by (i)
a $16.6 million impairment charge recorded in 26€l@ted to certain of our CLEC assets that wersemgiently sold in 2008; (ii) a $4.4 million redactiin costs due to
the six CLEC markets sold and (iii) a $1.6 millidecrease in salaries and benefits.

Cost of services and products incre&g€d0 million (5.5%) in 2007 primarily due to §i52.5 million of costs incurred by our Madison Ripeoperties; (i) a
$20.9 million increase in DSL-related expensestdugrowth in the number of DSL customers; (iii) 86% million impairment charge related to certdimar CLEC
assets that were subsequently sold in 2008; apd 7.8 million increase in expenses associatéu pale attachments primarily due to rate increas&sch increases
were partially offset by (i) a $33.1 million decseain salaries and benefits due to one-time castcated with workforce reductions in 2006 andithgact of having
fewer incumbent employees resulting from workfamauctions in 2007 and 2006 and (ii) a $19.7 millitecrease in expenses associated with our sateli&vision
service offering due to a change in our arrangermementioned above (such reduction includes ar§ifllibn onetime reimbursement of costs received from the se
provider in 2007 in connection with the changehia arrangement, as described above).
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Selling, general and administrativeSelling, general and administrative expenses ise@&9.6 million (2.5%) in 2008 primarily due thgn $11.4 million
increase in marketing expenses; (ii) an $8.2 nilliecrease due to expenses related to the curtatilloes associated with our SERP; (iii) $5.0 milliof costs associated
with our pending acquisition of EMBARQ (see AccangtPronouncements below for additional informatiand (iv) $4.8 million of additional costs incudrby
Madison River. Such increases were partially ofise(i) an $8.8 million decrease in operating &x@) a $5.4 million decrease in bad debt expénsest of which is
attributable to a favorable settlement with a eauin first quarter 2008); (iii) a $4.3 million dease in salaries and benefits; and (iv) a $2.lfomitlecrease in
information technology expenses.

Selling, general and administrative expenses ise&19.3 million (5.2%) in 2007 primarily due ip%16.4 million of costs incurred by Madison Riyéi) an
$8.2 million increase in salaries and benefits; @ijca $5.6 million increase in sales and mankgtexpenses. Such increases were partially difsé) a $5.7 million
reduction in bad debt expense and (ii) a $4.3 onillecrease in information technology expenses.

Depreciation and amortization Depreciation and amortization decreased $12&m{2.3%) primarily due to a $36.7 million redian in depreciation expense
due to certain assets becoming fully depreciat8dch decrease was partially offset by $13.7 milbd additional depreciation and amortization imedrby Madison
River and a $12.8 million increase due to higheele of plant in service.

Depreciation and amortization increased $12.7 omil{2.4%) in 2007 primarily due to $32.5 millionddpreciation and amortization incurred by MadiRiver
and a $14.8 million increase due to higher levélslant in service. Such increases were substhntitiset by a $31.7 million reduction in depretiia expense due to
certain assets becoming fully depreciated.

Other. For additional information regarding certain tae that have impacted or may impact our operstisee “Regulation and Competition”.

INTEREST EXPENSE

Interest expense decreased $10.7 million (5.092P08 compared to 2007. An $18.0 million decreasetd lower average interest rates was partiafedby a
$9.3 million increase due to increased average aistanding.

Interest expense increased $16.9 million (8.6920@7 compared to 2006. A $22.7 million increase wuincreased average debt outstanding (primduié/to

the $750 million of senior notes issued in MarcB2@ fund the Madison River acquisition) was palstioffset by a $5.9 million decrease due to loaeerage interest
rates.

58



OTHER INCOME (EXPENSE)

Other income (expense) includes the effects ohoeitems not directly related to our core operaiancluding gains or losses from nonoperatingtedispositiol
and impairments, our share of the income from & 4nterest in a cellular partnership, interesbme and allowance for funds used during constractiother income
(expense) was $41.0 million in 2008, $38.8 millinr2007 and $121.6 million in 2006. The years 27 and 2006 were impacted by certain chargesi@tits tha
not expected to occur in the future. Included@@&income are (i) approximately $10 million rethte the recognition of previously accrued transactelated and ott
contingencies, (ii) aggregate pre-tax gains of axiprately $7.3 million from the sales of certaimraperating investments and (jii) a $4.5 milliorirgeealized upon
liquidation of our investments in marketable set@siin our SERP trust. Also included in 2008 #&3a4 million pre-tax charge related to terminatigtain derivative
instruments that did not qualify for hedge accaumti The year 2007 includes a non-recurringtpregain of $10.4 million related to the sale of ouerest in a real est
partnership and a $5.2 million pre-tax gain resglfrom the final distribution of funds from the RTedemption mentioned below. Included in 2006engetax gains
approximately $118.6 million (substantially allwhich related to the redemption of our RTB stockmpissolution of the RTB), which was partially sef by pre-tax
charges of approximately $11.7 million due to tm@airment of certain non-operating investments.

Our share of income from our 49% interest in autatlpartnership decreased $2.5 million in 2008 garad to 2007. We record our share of the pattigers
income based on unaudited results of operatioriktbattime we receive audited financial stateméotghe partnership from the unaffiliated gengraftner. Upon
receipt of the respective audited financial stateisieve recorded unfavorable adjustments in 20p8r(ccompletion of the 2007 audit) and favorableistiiients in 20C
(upon completion of the 2006 and 2005 audits).

INCOME TAX EXPENSE
The effective income tax rate was 34.7%, 32.4%,3hd% for 2008, 2007 and 2006, respectively. mmedax expense was reduced by approximately $12.8
million in 2008 and $32.7 million in 2007 due t@trecognition of previously unrecognized tax berdfee Critical Accounting Policies below and Nb2¢. Income

tax expense was reduced by approximately $1.7amillh 2008 and $6.4 million in 2006 due to the heSon of various income tax audit issues.
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ACCOUNTING PRONOUNCEMENTS

In December 2007, the Financial Accounting Starsl&uiard issued Statement of Financial Accountirg@drds No. 141 (revised), “Business
Combinations” (“SFAS 141(R)"). Under SFAS 141(Ri, acquiring entity will be required to recognifieoathe assets acquired and liabilities assumeal transaction
at the acquisition date fair value with limited eptions. SFAS 141(R) will change the accountiegtiment for certain specific items, including asgign costs,
acquired contingent liabilities, restructuring epsteferred tax asset valuation allowances andriedax uncertainties after the acquisition dattAS 141(R) is
effective for us for all business combinationsvdrich the acquisition date is on or after Januar®0D9. We will account for our pending acquisitif EMBARQ using
the guidance of SFAS 141(R). Because it was pielthht the acquisition date of the pending EMBARGiness combination would be subsequent to theadpi,
2009 effective date of SFAS 141(R), we electedxfmease our EMBARQ acquisition related costs thdtteen incurred through December 31, 2008 in thetHo
quarter of 2008 (which aggregated approximatel® $&illion). Such charge is reflected in sellingngral and administrative expense in our 2008 dintaged statemel
of income. We will expense additional acquisitietated costs as incurred after December 31, 2008.

In September 2006, the Financial Accounting StasgiBoard issued Statement of Financial Accountiag@rds No. 157 “Fair Value Measurements” (“SFAS
157"). SFAS 157, effective for us beginning Jagukr2008, defines fair value, establishes a fraorkvWor measuring fair value and expands the d&eles about fair
value measurements required or permitted under att@unting pronouncements. SFAS 157 establsltesee-tier fair value hierarchy, which prioritizéhe inputs
used to measure fair value. These tiers includgelLl (defined as observable inputs such as quoskiet prices in active markets); Level 2 (defiasdnputs other
than quoted prices in active markets that are edhectly or indirectly observable); and Leveld&{ined as unobservable inputs in which little ommarket data
exists). See Note 17 for additional disclosurgmréing SFAS 157.

In December 2007, the Financial Accounting Starsl&ukard issued Statement of Financial Accountirgn&irds No. 160, “Noncontrolling Interests in
Consolidated Financial Statements — an AmendmeAR& No. 51" (“SFAS 160”). SFAS 160 requires nontrolling interests to be recognized as equityhim t
consolidated financial statements. In additior,imeome attributable to the noncontrolling inténedl be included in consolidated net income. 260 is effective
for fiscal years, and the interim periods withiongk fiscal years, beginning on or after Decembe@88. We do not expect SFAS 160 to have a nahierpact to our
consolidated financial statements.

In June 2008, the Financial Accounting Standardsr@assued FSP EITF 03-6-1, “Determining Whethstrumments Granted in ShaBased Payment Transact
Are Participating Securities”. Based on this pramzement, we have concluded that our outstandingvested restricted stock is a participating ségamd therefore
should be included in the earnings allocation impating earnings per share using the tlass method. The pronouncement is effective $dseginning in first quarte
2009 and, upon adoption, will require us to recastpreviously reported earnings per share. Ifdiutted earnings per share would have been caénlilasing the
provisions of FSP EITF 03-6-1 for 2008, our dilutstnings per share would have been $3.52 per abarempared to $3.56 per share.
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In June 2006, the Financial Accounting Standardsr@@ssued Interpretation No. 48, “Accounting farddrtainty in Income Taxes” (“FIN 48"), which claes
the accounting for uncertainty in income taxes gaized in financial statements. FIN 48 requiregefifective January 1, 2007, to recognize and nredsix benefits
taken or expected to be taken in a tax return &sdade uncertainties in income tax positions. Set 12 for additional information related to @mcome tax
uncertainties.

On January 1, 2003, we adopted Statement of FiabActounting Standards No. 143, “Accounting foisésRetirement Obligations” (“SFAS 143"), which
addresses financial accounting and reporting fgallebligations associated with the retirementafiible long-lived assets and requires that threvidue of a liability
for an asset retirement obligation be recognizetiénperiod in which it is incurred and be capitadl as part of the book value of the long-liveceassAlthough we
generally have no legal obligation to remove olisadessets, depreciation rates of certain assetsliesied by regulatory authorities for our telephoperations subject
to Statement of Financial Accounting StandardsNg."Accounting for the Effects of Certain TypesRégulation” (“SFAS 71")have historically included a compon
for removal costs in excess of the related estichsédvage value. Notwithstanding the adoptionfeAS 143, SFAS 71 requires us to continue to refl@staccumulate
liability for removal costs in excess of salvagéueaeven though there is no legal obligation tooeethe assets. Therefore, we did not adopt thgions of SFAS
143 for our telephone operations subject to SFAS Far these reasons, the adoption of SFAS 148dlithave a material effect on our financial staets. For our
telephone operations acquired from Verizon in 2Q@2ch are not subject to SFAS 71) and our otherregulated operations, we have not accrued ditiafor
anticipated removal costs related to tangible lived assets.

CRITICAL ACCOUNTING POLICIES

Our financial statements are prepared in accordaitbeaccounting principles that are generally gted in the United States. The preparation ofetigsncial
statements requires management to make estimatesaamptions that affect the reported amountsgats, liabilities, revenues and expenses. Wemtaily evaluate
our estimates and assumptions including thoseectlat (i) revenue recognition, (ii) allowance fauthtful accounts, (iii) pension and postretiremeegnefits, (iv)
intangible and long-lived assets, (v) business doailons and (vi) income taxes. Actual results rdéfer from these estimates and assumptions. ®leve these
critical accounting policies discussed below ineoévhigher degree of judgment or complexity.

Revenue recognition.Certain of our interstate network access and @atenues are based on tariffed access chargedfitectly with the FCC; the remainder of
such revenues is derived from revenue sharing geraents with other LECs administered by the Nati&xahange Carrier Association, with the exceptd®SL-relat
revenues which were removed from our pooled iragzgtriff filing effective July 1, 2006 and aremeecognized as revenues when billed. We curreatipgnize such
interstate network access revenues at the autlamte of return, unless the actual achieved gepted rate of return is lower than authorized.
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The Telecommunications Act of 1996 allows locallextge carriers to file access tariffs on a strezedlbasis and, if certain criteria are met, dedrose tariffs
lawful. Tariffs that have been “deemed lawful"dffect nullify an interexchange carrier’s ability $eek refunds should the earnings from the taulffmately result in
earnings above the authorized rate of return pltestiby the FCC. Certain of our telephone subsgkdile interstate tariffs with the FCC usingstistreamlined filing
approach. Since July 2004, we have recognizeiddplifrom our tariffs as revenue since we beliaxehdariffs are “deemed lawful”. There is no asswe that our
future tariff filings will be “deemed lawful”. Fathose billings from tariffs prior to July 2004, wetially recorded as a deferred credit our eagsim excess of the
authorized rate of return.

Allowance for doubtful accountsin evaluating the collectibility of our accoumezeivable, we assess a number of factors, inwduaispecific customes’or carris
ability to meet its financial obligations to usetlength of time the receivable has been past ddéistorical collection experience. Based onélessessments, we re
both specific and general reserves for uncollegtitticounts receivable to reduce the related accoeiceivable to the amount we ultimately expeciiéect from custol
and carriers. If circumstances change or econeoniditions worsen such that our past collectioreeipce is no longer relevant, we may need to asgeur reserves
from the levels reflected in our accompanying ctidated balance sheet.

Pension and postretirement benefitdccounting for pensions and postretirement béméfivolves estimating the cost of benefits to tevjgled well into the
future and attributing that cost over the time peéeach employee provides service to us. To aclisimipis, extensive use is made of various assiomptsuch as
discount rates, investment returns, mortality, érer, medical costs and inflation through a colfative effort by management and independent aesarmhe results of
this effort provide management with the necessafigrination on which to base its judgment and dgvéhe estimates used to prepare the financialrstatts. Changes
in assumptions used could result in a material ahfgaour financial results in any given period.
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A significant assumption used in determining ourgien and postretirement expense is the expectedterm rate of return on plan assets. For 2002807,
we utilized an expected long-term rate of returrptam assets of 8.25%, which we believe refleasettpected long-term rates of return in the finalntiarkets based on
our current plan asset allocation. We also revitthe historical rates of return on those plantasseer long-term periods that ranged from 10 tg@ars. A 25 basis
point decrease in the return on plan asset assomypbuld increase annual combined pension andgiostnent expense approximately $870,000. Dwb@g, the
loss on our pension plan assets was approxima88y, &hich was significantly lower than our 8.25%pesgted return assumption. The effect of thisdatifference
between actual and expected asset returns for l2@98egatively impacted us in several ways, inodi) contributing largely to the $80.8 milliontef-tax increase in
our accumulated other comprehensive loss (whichaedi our consolidated stockholders’ equity balarscef December 31, 2008); (ii) an expected increéaser
pension expense for 2009 compared to 2008 estinatee approximately $20 million; and (jii) antieifed higher contributions to our pension plan$iertear future
than previously expected. We contributed $50 onillio our primary pension plan in late 2008. Siogeprevious contributions to our primary pengiten have
exceeded the minimum amount of contributions regliby law, we have accumulated a positive “crealiaibce” under the plan. We currently estimate dliatexisting
accumulated credit balance will be sufficient tyfgatisfy our required minimum contribution undbe plan for 2009 and partially satisfy our 20&fuired minimum
contribution. Based on actuarial estimates aseafdinber 31, 2008 that assume the utilization okaisting credit balance to satisfy future cashtgbations and
assuming no discretionary contributions are maderequired minimum contribution to our primary p@n plan is estimated to be $4 million in 2010 &30 million in
2011. Our minimum required contributions to ourestpension plans are immaterial.

Another assumption used in the determination ofpamsion and postretirement benefit plan obligatisrthe appropriate discount rate. The discoatetis an
assumed rate of return derived from high-qualitytdeecurities that, if applicable at the measurdrdate to a specified amount of principal, wouldyide the necessary
future cash flows to pay our pension benefit obiayes when they become due. For our pension ptaagjiscount rate used for the December 31, 2G&8sorement
date was derived by matching projected benefit gateto bond yields obtained from the CitiGroupgtam Discount Curve (Above Median) which are ultieta
derived from the AA-rated corporate bond sectaor the year ended December 31, 2007, we utilizecCitiGroup Pension Discount Curve to derive oscdunt
rate. Our discount rate for determining bendfitgations under our primary pension plan at Decendi, 2008 was 6.6% compared to 6.3% at Decendger 3
2007. The utilization of a different methodologyderive the discount rate is considered a chamgstimate for accounting purposes. Such chahgedino impact to
the amount of pension expense recognized in 20P&ilf have an immaterial impact to the amountp@nsion expense recognized in 2009 and (iii) redwwr
projected benefit obligation by approximately $2iflion as of December 31, 2008. The discount cate change from year to year based on market ¢onslithat
impact corporate bond yields. We use a similathmdology to determine the discount rate for amstetirement plan by utilizing as a referenceHlesvitt Top
Quartile Yield Curve as of the end of the year.r @iacount rate for determining benefit obligatiamgler our postretirement plan at December 31, 20836.9%
compared to 6.5% at December 31, 2007. A 25 Ipaéig decrease in the assumed discount rate woatdase annual combined pension and postretireznpense
approximately $1.4 million.

Intangible and long-lived assetsWe are subject to testing for impairment of |divgd assets under two accounting standards, Seateaf Financial Accounting

Standards No. 142, “Goodwill and Other Intangibkséts” (“SFAS 142"), and Statement of Financial @&otting Standards No. 144, “Accounting for the linpant or
Disposal of Long-Lived Assets” (“SFAS 144").
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SFAS 142 requires goodwill recorded in businesshipations to be reviewed for impairment at leastuaily and requires write-downs only in periodsvimch
the recorded amount of goodwill exceeds the fdineza The vast majority of our goodwill is attrilable to our telephone operations, which we intéyraerate and
manage based on three geographic regions. Wtagtodwill impairment for our telephone operasat the region level due to the similar econorhigracteristics of
the individual reporting units that comprise eaepion. Under SFAS 142, impairment of goodwillested by comparing the fair value of the reporting to its
carrying value (including goodwill). Estimatestbé fair value of the reporting unit of our telepbmperations are based on valuation models usatmiques such as
multiples of earnings (before interest, taxes agrelciation and amortization). We also evaluatedgdbimpairment of our other operations primariigsed on
multiples of revenues and discounted cash flowysesl If the fair value of the reporting uniteés$ than the carrying value, a second calculasioaduired in which the
implied fair value of goodwill is compared to itarcying value. If the implied fair value of goodls less than its carrying value, goodwill mustWritten down to its
implied fair value.

We completed the required annual test of goodwifldirment (as of September 30, 2008) under SFASahd2letermined our goodwill was not impaired as of
such date. Due to the deterioration in the oVetatk market subsequent to September 30, 2008natket capitalization as of December 31, 2008etesed to a level
below our current stockholders’ equity balances a&result, we reviewed the specific factors oatlim SFAS 142 that would indicate whether or niggering event
had occurred that would necessitate us to perforintarim goodwill impairment test. Based on oceview of such factors and considering that our miackpitalization
substantially exceeds our stockholdexguity balance after consideration of a reasonedniérol premium of 35% based on identified industansactions, we conclud
that we did not have a triggering event that waelguire us to perform an interim evaluation of gaodwill for potential impairment. We based suohdusion on the
fact that we do not believe there have been amjfgignt fundamental changes since our annual impetit test to (i) our business as a whole or oponteng units,
including regulatory changes, (ii) our level of cgéng cash flows, (iii) our expectation of futuexels of operating cash flows, (iv) our executivanagement team and
(v) the carrying value of our other long-lived dsse

Under SFAS 144, the carrying value of long-livedets other than goodwill is reviewed for impairmehenever events or circumstances indicate thédt suc
carrying amount cannot be recoverable by asse#isngcoverability of the carrying value througtireated undiscounted net cash flows expected weberated by tt
assets. If the undiscounted net cash flows asetfes the carrying value, an impairment loss waeldneasured as the excess of the carrying valadonig-lived asset
over its fair value. We recognized a $16.6 millpme-tax impairment charge in 2007 related to aexéour CLEC assets that were subsequently soRDD8.
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Business combinationds described above, SFAS 141(R) is effective fofousll business combinations consummated onter danuary 1, 2009 and require:
acquiring entity to recognize all of the assetau@egl and liabilities assumed at the acquisitiore dair value. We have concluded that we are tieeanting acquirer in
our pending acquisition of EMBARQ, which we exptctomplete in the second quarter of 2009. Thexation of the purchase price to the assets aahaird
liabilities assumed of EMBARQ (and the relatedreated lives of depreciable tangible and identiabtangible assets) will require a significant amoof judgment
and will be considered a critical estimate. Salbbcation of the purchase price will be perforniydan independent valuation firm. For additiomdébrmation
concerning this pending acquisition, see Item Rant | of this annual report.

Income taxes.We estimate our current and deferred income thased on our assessment of the future tax conseegief transactions that have been reflected
in our financial statements or applicable tax m$urActual income taxes paid could vary from thestimates due to future changes in income taolative resolution ¢
audits by federal and state taxing authorities. rifééntain liabilities for unrecognized tax benefits various uncertain tax positions taken in @x iteturns. These
liabilities are estimated based on our judgmenhefprobable outcome of the uncertain tax positaordsare adjusted periodically based on changictg tnd
circumstances. Changes to the liabilities for oagaized tax benefits could materially affect opiagaresults in the period of change. During 2608 2007, we
recognized approximately $12.8 million and $32.7iam, respectively, of previously unrecognized teenefits (including related interest and net akfal tax benefit)
in accordance with FIN 48. Such benefits were nded primarily as a result of the favorable resolubf audits, administrative practices and thesé¢apf statute of
limitations in certain jurisdictions. See Notefb2 additional information regarding our unrecogrizax benefits.

For additional information on our critical accoungipolicies, see “Accounting Pronouncements” anelgiiRation and Competition — Other Matteb®low, and th
footnotes to our consolidated financial statemerdided elsewhere herein.

INFLATION

Historically, we have mitigated the effects of is@sed costs by recovering over time certain cegicable to our regulated telephone operationsutyin the rate-
making process. However, LECs operating over 72&uptotal access lines are now governed by stiiéenative regulation plans, some of which restiadelay our
ability to recover increased costs. Additionalifetregulatory changes and competitive situatioag farther alter our ability to recover increasedts in our regulated
operations. For our properties acquired from Xtariin 2002, which are regulated under price-cgplegion for interstate purposes, price changesdaiain revenue
components are limited to the rate of inflations @dperating expenses in our nonregulated linesisihbss increase as a result of inflation, wehéceixtent permitted by
competition, attempt to recover the costs by ingirgaprices for our services and equipment.
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MARKET RISK

We are exposed to market risk from changes inésteates on our long-term debt obligations. Weehestimated our market risk using sensitivity
analysis. Market risk is defined as the poterdi@lnge in the fair value of a fixed-rate debt diign due to a hypothetical adverse change ingsteates. Fair value of
long-term debt obligations is determined based diseounted cash flow analysis, using the ratesnaaurities of these obligations compared to teamsrates
currently available in the long-term financing metk The results of the sensitivity analysis usegstimate market risk are presented below, agthabe actual results
may differ from these estimates.

At December 31, 2008, the fair value of our longrtelebt was estimated to be $2.7 billion baseceroterall weighted average rate of our ldegn debt of 6.2
and an overall weighted maturity of 7 years coragdo terms and rates available on such date grerm financing markets. Market risk is estindads the potential
decrease in fair value of our lotgrm debt resulting from a hypothetical increasé2basis points in interest rates (ten percenuobverall weighted average borrov
rate). Such an increase in interest rates wousldlréx approximately a $66.5 million decreasehia fair value of our long-term debt. As of Decembg, 2008,
approximately 83% of our long-term debt obligatiovere fixed rate.

We seek to maintain a favorable mix of fixed andalze rate debt in an effort to limit interest toand cash flow volatility resulting from changesates. From
time to time over the past several years, we haee derivative instruments to (i) lock-in or swap exposure to changing or variable interest rétefixed interest
rates or (ii) to swap obligations to pay fixed net&t rates for variable interest rates. We hatabéshed policies and procedures for risk assessaral the approval,
reporting and monitoring of derivative instrumeatiaties. We do not hold or issue derivative fic@l instruments for trading or speculative pugmsManagement
periodically reviews our exposure to interest fatetuations and implements strategies to managexposure.

In January 2008, we terminated all of our existiiinged to variable”interest rate swaps associated with the full $500om principal amount of our Series L se
notes, due 2012. In connection with the termimatibthese derivatives, we received aggregate pagments of approximately $25.6 million, which thaen reflected
premium of the associated loterm debt and is being amortized as a reductiantefest expense through 2012 using the effectiterést method. In addition, in Jan
2008, we also terminated certain other derivatiiias were not deemed to be effective hedges. Wpotermination of these derivatives, we paid agreggate of
approximately $4.9 million (and recorded a $3.4limil pretax charge in the first quarter of 2008 relatethtvsettlement of these derivatives). As of Dean3i, 200
we had no derivative instruments outstanding.

We are also exposed to market risk fabanges in the fair value of our pension plantasgeor 2008, the loss on our pension plan asgetsapproximately
28%. Should our actual return on plan assets moatio be significantly lower than our 8.25% expdateturn assumption, our net periodic pension es@evill increas

in future periods and we will be required to cdmite additional funds to our pension plan after®208ee Critical Accounting Policies above for éiddal information.
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Certain shortcomings are inherent in the methaahalysis presented in the computation of fair valunancial instruments. Actual values may diffieom thos:
presented if market conditions vary from assumtiased in the fair value calculations. The analgbiove incorporates only those risk exposuresttiated as of
December 31, 2008.

LIQUIDITY AND CAPITAL RESOURCES

Excluding cash used for acquisitions, we rely cshgarovided by operations to provide for our caséds. Our operations have historically providethale
source of cash flow which has helped us continudang-term program of capital improvements.

The recent disruption in the credit markets hasahagnificant adverse impact on a number of fimgrnstitutions and other companies. To date,liquidity has
not been materially impacted by the current creditronment and we do not expect that it will miatér impact us in the near future. We will contéto closely
monitor our liquidity and the credit markets; howewve cannot predict with certainty the impaatisoof any further disruption in the overall credérkets.

Operating activities. Net cash provided by operating activities was38%nillion, $1.0 billion and $840.7 million in 2802007 and 2006,
respectively. Payments for income taxes aggredi268.8 million, $185.3 million and $212.4 milliam 2008, 2007 and 2006, respectively. We also ncatéributions
to our pension plans that aggregated approxim&&2y5 million in 2008, $1.5 million in 2007 and $3illion in 2006. Our accompanying consolidas¢atements of
cash flows identify major differences between nebme and net cash provided by operating activitiesach of those years. For additional infororatielating to our
operations, see “Results of Operations” above.

Investing activities. Net cash used in investing activities was $388il0on, $619.2 million and $193.7 million in 2008007 and 2006, respectively. We used
$306.8 million of cash (net of approximately $2million of acquired cash) to purchase Madison Ri@emmunications Corp. (“Madison River”) and payatet
closing costs on April 30, 2007 (see below and Neofer additional information). We received apgroately $122.8 million cash from the redemptioroaf RTB stock
upon dissolution of the RTB during 2006. See Nddor additional information. Capital expenditsiguring 2008, 2007 and 2006 were $286.8 milli@&2650 million
and $314.1 million, respectively.
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During 2008, we paid an aggregate of approxim&k&i9 million for 69 licenses in the FCC's auctidrv60 megahertz (“MHz") wireless spectrum. The 700
MHz spectrum is not expected to be cleared for esail mid-2009. We are still in the planninggeta regarding the use of this spectrum. Howewasgdb on our
preliminary analysis, we are considering developiirgless voice and data service capabilities baseelquipment using LTE (Long-Term Evolution)
technology. Given that this equipment is not expeéto be commercially available until 2010, wentd expect our deployment to result in any matemiglact on our
capital and operating budgets in 2009.

In anticipation of making lump sum distributionsdertain participants of our SERP in early 2009 ligigidated our investments in marketable secwritiethe
SERRP trust during the second quarter of 2008 aexelly increased our cash and cash equivalents4g #8llion. The lump sum distributions were paicearly 2009
and aggregated approximately $37 million.

Financing activities. Net cash used in financing activities was $258illlon in 2008, $402.1 million in 2007 and $780lion in 2006. In the first quarter of
2008, we paid our $240 million Series F Senior Natematurity using borrowings from our credit fiagi In late March 2007, we publicly issued argezgate of $750
million of Senior Notes (see Note 5 for additiomdbrmation). The net proceeds from the issuariceioh Senior Notes aggregated approximately $7dill®n and
were used (along with cash on hand and approxign&&® million of borrowings under our commerciappaprogram) to (i) finance the initial purchase@iffor the
April 30, 2007 acquisition of Madison River ($322Iman) and (ii) pay off Madison River’s existingidebtedness (including accrued interest) at clo&bg2
million). Payments of debt were $285.4 million2@08, $713.0 million in 2007 and $82.0 million i045.

As previously mentioned, because of concerns \mighoverall state of the credit markets, we incréase cash position at the end of 2008 by borroviimgls
under our credit facility to insure we had suffidieash to fulfill our near term cash requiremeree below for additional information regarding oredit facility.

As discussed in Note 1, we have entered into aitigé agreement to merge with Embarg Corporatidssuming we timely receive all regulatory apprev@nd
all other closing conditions are met), we hopednstimmate the merger in the second quarter of 2008onnection with the closing, we intend to fisa our merger
transaction expenses with (i) available cash ottiabined company and (ii) proceeds from Centurgl@ EMBARQ's existing revolving credit facilitiesAs
previously announced, EMBARQ amended its creditifpén January 2009 to enable the facility to min place as an $800 million unsecured revoldreglit facility
after the completion of the pending merger throkfigty 2011. The amendment will take effect only uptoe completion of the merger and the satisfaatforertain
other conditions specified in the amendment. FateNe0 for additional information.
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In accordance with previously announced stock r@mase programs, we repurchased 9.7 million shéoe$347.3 million), 10.2 million shares (for $480.
million), and 21.4 million shares (for $802.2 nolt) in 2008, 2007 and 2006, respectively. The 2@@@rchases include 14.36 million shares repusthéfer an
aggregate final adjusted price of approximately882nillion) under accelerated share repurchaseeagents with investment banks (see Note 9 for iaddilt
information). We have suspended our current stggrerchase program pending completion of our attrsof EMBARQ.

In June 2008, our Board of Directors determinefi)tmcrease our annual cash dividend to $2.80 f$0RY per share and (ii) declare a ¢inee dividend of $.632
per share, which was paid in July 2008, effectiajusting the total second quarter dividend tortve $.70 quarterly dividend rate. We plan to awndi our current
dividend practice through the consummation of tMBBRQ merger. Following the closing of the EMBAR®@Erger, we expect to continue our current dividerattic
and resume share repurchases, subject to ouriorténtmaintain investment grade credit rating®ansenior debt.

In the first quarter of 2008, we received a nehcsettlement of approximately $20.7 million frone tiermination of all of our existing derivative ingnents. See
“Market Risk” for additional information concernirige termination of these derivatives.

As described further in Note 5, we called for regéom on August 14, 2007, all of our $165 millioggeegate principal amount of Series K convertilgleiar
debentures, subject to the right of holders to edrntheir debentures into shares of our commorksiba conversion price of $40.455. In lieu oftrcesdemption,
holders of approximately $149.6 million aggregatiagpal amount of the debentures elected to cdrtheir holdings into approximately 3.7 million ska of
CenturyTel common stock. The remaining $15.4 onillof outstanding debentures were retired for ¢amsfuding premium and accrued and unpaid interest)

Other. For 2009, we have budgeted between $280-300miltr capital expenditures , excluding nonrecigrgapital expenditures expected to arise out of our
pending EMBARQ acquisition . A few years ago, waduded that our prior extensive capital investhemur wireline network permitted us to reduceekine
network capital spending to maintenance levelsr ZD09 capital expenditure budget also includeswartsofor expanding our new service offerings anubexling our
data networks.

69



The following table contains certain informatiomcerning our material contractual obligations aBetember 31, 2008.

Payments due by period

After
Contractual obligations Total 2009 2010-2011 2012-2013 2013 and Othe
(Dollars in thousands)
Long-term debt, including current
maturities and capital lease obligations (1) $ 3,314,52i 20,407 1,098,92 775,75¢ 1,419,43!
Interest on long- term debt obligations $ 1,345,26 191,32¢ 316,12¢ 215,95( 621,86
Unrecognized tax benefits (2) 17,28¢ - - - 17,28¢

(1) For additional information on the terms of autstanding debt instruments, see Note 5 to thealwated financial statements included in Iteof gis annual
report.

(2) Represents the amount of tax and interest sddypay assuming we are required to pay the eatireunt that we have reserved for our unrecogrieetienefits
(see Note 12 for additional information). The tigiiof any payments for our unrecognized tax beneéinnot be predicted with certainty; thereforehsamount is
reflected in the “After 2013 and Other” column fretabove table.

We continually evaluate the possibility of acquiriadditional communications operations and expecbhtinue our longerm strategy of pursuing the acquisit
of attractively-priced communications propertiegikthange for cash, securities or both. At angmitime, we may be engaged in discussions or raguts regarding
additional acquisitions. We generally do not anmeguour acquisitions or dispositions until we hamégered into a preliminary or definitive agreemewte may require
additional financing in connection with any suclgaisitions, the consummation of which could haveaderial impact on our financial condition or
operations. Approximately 4.1 million shares of oammon stock and 200,000 shares of our prefestaak remain available for future issuance in catioa with
acquisitions under our acquisition shelf registratstatement. We also have access to debt anty egpital markets.

We have available a five-year, $708iamilrevolving credit facility which expires in Dember 2011. The credit facility contains financiavenants that require
us to meet a consolidated leverage ratio (as difinéhe facility) not exceeding 4 to 1 and a miniminterest coverage ratio (as defined in theifggibf at least 1.5 to
1. The interest rate on revolving loans underféledity is based on our choice of several prewngilcommercial lending rates plus an additional nmetfgat varies
depending on our credit ratings and aggregate Wimgs under the facility. We must pay a quartedynmitment fee on the unutilized portion of theilfgc the amount
of which varies based on our credit ratings. U160 million of the credit facility can be used fetters of credit, which reduces the amount add for other
extensions of credit. Available borrowings under oredit facility are also effectively reduced dnyy outstanding borrowings under our commerciakpgpogram. Ot
commercial paper program borrowings in turn areai¥ely limited to the total amount available undar credit facility. As of December 31, 2008, hed $563
million outstanding under our credit facility. Vifad no commercial paper outstanding as of DeceBihe2008.
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Moody'’s Investors Service (“Moody’s”), which curtgnrates our debt Baa2, indicated our debt rangurrently under review for a possible downgreae
Baa3. Standard & Poor’s (“S&P”) rates our longietebt BBB- (with a stable outlook). Our commelrpiaper program is rated P2 by Moody’s and A3 byPS&ny
downgrade in our credit ratings will increase oarrbwing costs and commitment fees under our $7ll®mrevolving credit facility. Downgrades coultlso restrict
our access to the capital markets, increase ouoWworg costs under new or replacement debt finayscior otherwise adversely affect the terms ofreubhorrowings by,
among other things, increasing the scope of our clenants and decreasing our financial or opegdtexibility.

The following table reflects our debt to total dapization percentage and ratio of earnings todfigearges and preferred stock dividends as of anthé years
ended December 31, 2008, 2007 and 2006. Our delaipitalization ratio has increased primarily tlushare repurchases we have made during theelastefars.

2008 2007 2006

Debt to total capitalization 51.2% 46.€ 44.¢
Ratio of earnings to fixed charges and prefestedk dividends* 3.74 3.8t 3.9¢

* For purposes of the chart above, “earnings” cetnsdi income before income taxes and fixed charged, fixed charges” include our interest expeimseuding
amortized debt issuance costs, and our
preferred stock dividend costs.
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REGULATION AND COMPETITION

The communications industry continues to undergeua fundamental regulatory, legislative, compegiand technological changes. These changes mayd
significant impact on the future financial perfommea of all communications companies.

Events affecting the communications industkireless telephone services increasingly cortstéusignificant source of competition with LEC\sees,
especially since wireless carriers have begun napete effectively on the basis of price with maealitional telephone services. As a result, soustoners have
chosen to completely forego use of traditional iieephone service and instead rely solely on w8glservice for voice services. This trend is npoo@ounced among
residential customers, which comprise 73% of ogesas line customers. We anticipate this trendaaititinue, particularly if wireless service provisleontinue to
expand their coverage areas, reduce their ratgsoira the quality of their services, and offer erde new services.

In 1996, the United States Congress enacted treedieimunications Act of 1996 (the “1996 Act”), whigbligates LECs to permit competitors to intercarine
their facilities to the LEC’s network and to takarious other steps that are designed to promot@etition. Under the 1996 Act'’s rural telephone pamy exemption,
approximately half of our telephone access linesssempt from certain of these interconnectionireguents unless and until the appropriate statelaggy
commission overrides the exemption upon receiphfaocompetitor of a bona fide request meeting iredsdteria.

Federal USF programs have undergongtantiel changes since 1997, and are expectegrierce more changes in the coming years as madgom of the
overall program moves forward. As mandated byl®@6 Act, in May 2001 the FCC modified its existimgiversal service support mechanism for ruraptetme
companies by adopting an interim mechanism fovexyiear period based on embedded, or historicatsdbat provide relatively predictable levels @gort to many
LECs, including substantially all of our LECs. NMay 2006, the FCC extended this interim mechanistii such time that new high-cost support rulesaaopted for
rural telephone companies. Wireless and other etitiye service providers continue to seek to duati receive USF support. This trend, couplechweitanges in
usage of telecommunications services, have placessson the funding mechanism of the USF, whiculgect to annual caps on disbursements. Thestogenents
have placed additional financial pressure on thetarhof money that is necessary and availabledwige support to all eligible service providerssliding support
payments we receive from the USF High Cost Loomsttprogram. Increases in the nationwide avecageper loop factor used to allocate funds amding3F
recipients caused our revenues from the USF Higdt Caop support program to decrease approximatedygdmillion in 2008 when compared to 2007. Wecipeite
that our 2009 revenues from the USF High Cost Laggport program will be lower than 2008 by appratahy $12-14 million.
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Since May 2007, the FCC and the Federal-State Boiatd on Universal Service have each proposedessef reforms that could, if adopted, substalstial
restructure current USF programs, including comgnesive reform proposals released for public comrmeNobvember 2008. Until the FCC acts on those
recommendations or issues final rules, we cannohate the impact that such proposals would haveuwroperations. In addition, there are a numb@rdicial appeal
challenging several aspects of the FCC’s univessalice rules and various Congressional proposalkirsg to substantially modify USF programs, noheltich have
been resolved at this time. We will continue toaloéve in monitoring these developments.

Technological developments have led to the devedopof new services that compete with traditioaClLservices. Technological improvements have edabl
cable television companies to provide traditionaduit-switched telephone service over their cat#évorks, and several national cable companies aggeessively
pursued this opportunity. Additionally, severabla electric utilities have announced plans toraffemmunications services that compete with LEf@gprovements in
the quality of "Voice-over-Internet Protocol" ("M®1) service have led several cable, Internet, dathother communications companies, as well asgbacompanies,
to substantially increase their offerings of Volsce to business and residential customers. YodRiders frequently use existing broadband nete/tw deliver flat-
rate, all distance calling plans that may offetdeas that cannot readily be provided by traditidiiBCs and may be priced below those currently gbarfor traditional
local and long distance telephone services. 2803, the FCC initiated rulemaking proceedingadaress the regulation of VolP, and has adoptersestablishing
some initial broad regulatory guidelines. There ba no assurance that future rulemaking will béeoms favorable to ILECs, or that VolP provideiid mot
successfully compete for our customers.

In 2003, the FCC opened a broad intercarrier cosgté@n proceeding with the ultimate goal of creg@inuniform mechanism to be used by the entire
telecommunications industry for payments betweeriera originating, terminating, carrying or deliiregg telecommunications traffic. The FCC has nese intercarrie
compensation proposals from several industry groapg industry negotiations are continuing with gleal of developing a consensus plan that addrélssencerns «
carriers from all industry segments. In late 2068 FCC issued a document that, among otherghmguested public comment on the chairman’s graftosal which
would require carriers to reduce access chargasdte that was significantly lower than what werently charge. It is currently unclear when thed=@ay take action
with respect to the draft proposals. Adoptionhaf thairman’s original proposal, which is includedhe latest draft order, could result in a matleaidverse impact on
our results of operations. Until the FCC'’s progegatoncludes and the changes, if any, to theiegistiles are established, we cannot estimatentpadt this
proceeding will have on our results of operations.
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Many cable, technology or other communication camgmthat previously offered a limited range ofvg=s are now, like us, offering diversified bursite
services. As such, a growing number of companiesampeting to serve the communications needseofame customer base. Several of these comshaite
offering full service bundles before us, which @bglve them an advantage in building customer lgyaBuch activities will continue to place downdaressure on the
demand for our access lines.

Recent events affecting u®uring the last few years, all of the states hich we provide telephone services have takenl&tiyie or regulatory steps to further
introduce competition into the LEC business. Thmhber of companies which have requested authasizédi provide local exchange service in our seraireas has
increased in recent years, especially in the manketacquired from Verizon in 2002 and 2000, arsldnticipated that similar action may be takerothers in the
future.

Certain long distance carriers continue to regtiegtcertain of our LECs reduce intrastate acaed$ed rates. In addition, we have recently eigrared
reductions in intrastate traffic, partially duethe displacement of minutes by wireless, electramad and other optional calling services. In&Q@@ incurred a
reduction in our intrastate revenues of approxitga29.0 million compared to 2007 primarily duethese factors. The corresponding decrease in @d®pared to
2006 was $20.9 million. We believe this trend efictased intrastate minutes will continue in 2@0®ough the magnitude of such decrease is unnertai

Over the past several years, each of the Federah@mications Commission, Universal Service Admmaiste Company and certain Congressional committees
has initiated wide-ranging reviews of the admiristm of the federal USF program. As part of ghiscess, we, along with a number of other USF rewtp, have
undergone a number of USF audits and have alstveeceequests for information from the FCC's Offmelnspector General (“OIG”) and Congressional
committees. In addition, in July 2008 we receiaeslibpoena from the OIG requesting a broad ranggafmation regarding our depreciation rates amthmdologies
since 2000. The OIG has not identified to us gmgcHic issues with respect to our participationha USF program and none of the audits completeldte has
identified any material issues regarding our pgoditon in the USF program. While we believe oartjzipation is in compliance with FCC rules andatordance with
accepted industry practices, we cannot predict eéttainty the timing or outcome of these varicaigews. We have complied with and are continutmgespond to all
requests for information.

Exclusive of acquisitions, we expect our operatiemenues in 2009 to decline as we continue to éxpeg downward pressure primarily due to continaeckss
line losses, reduced universal service fundinglawer network access revenues. We expect sudmegcto be partially offset primarily due to inesed demand for

our high-speed Internet service offering.

For a more complete description of regulation amthetition impacting our operations and variousrataint risks, please see Items 1 and 1A of thisameport
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Other mattersWe currently account for our regulated telephonerajons (except for the properties acquired froenizbn in 2002) in accordance with the
provisions of Statement of Financial Accountingrigi@ds No. 71, “Accounting for the Effects of Certaypes of Regulation” (“SFAS 71"). Actions byg@ators can
provide reasonable assurance of the recogniti@m @fsset, reduce or eliminate the value of an asskimpose a liability on a regulated enterpriSech regulatory
assets and liabilities are required to be recoedet] accordingly, reflected in the balance sheana#ntity subject to SFAS 71. We continuously itworthe ongoing
applicability of SFAS 71 to our regulated telephoperations due to the changing regulatory, cortipetand legislative environments, and it is pogsthat changes in
regulation, legislation or competition or in thextind for regulated services or products could tésuur telephone operations no longer being suligeSFAS 71 in
the near future. As of December 31, 2008, we beltbat SFAS 71 still applies.

In September 2008, we filed a petition with the RG@onvert our remaining rate-of-return study areaprice cap regulation effective January 1, 2808, to the
extent necessary, requested limited waivers o&epricing and universal service high-cost suppales related to our election. Such petition wasaddressed by the
FCC in 2008 and remains pending. Should the pethie approved by the FCC, we believe this wouldiire us to discontinue the accounting requiremeh&-AS 71
as of the effective date of the conversion to pecige regulation. In that event, implementatioistaitement of Financial Accounting Standards No.(ISEAS 101"),
"Regulated Enterprises - Accounting for the Diggarance of Application of FASB Statement No. Adigduld require the write-off of previously estabkshregulatory
assets and liabilities. Depreciation rates ofaterassets established by regulatory authoritiesdotelephone operations subject to SFAS 71 hasterically included a
component for removal costs in excess of the relsédvage value. Notwithstanding the adoptiontafe®nent of Financial Accounting Standards No. ‘W ounting
for Asset Retirement Obligations” (“SFAS 143"), SEA1 requires us to continue to reflect this acdated liability for removal costs in excess of sae value even
though there is no legal obligation to remove tbsets. Therefore, we did not adopt the provistdrBFAS 143 for our telephone operations subje&RAS 71. SFAS
101 further provides that the carrying amountsropprty, plant and equipment are to be adjustey torthe extent the assets are impaired and thzdimment shall be
judged in the same manner as for nonregulatedpiges.

Our consolidated balance sheet as of December088, idcluded regulatory liabilities of approximat&216.5 million related to estimated removal costs
embedded in accumulated depreciation (as descaibeek). Upon the discontinuance of SFAS 71, suobuat (on an after-tax basis) will be reflectechas
extraordinary gain on our consolidated statemeiricfme for the period in which the discontinuatadees effect.

When our regulated operations cease to qualifghf@rapplication of SFAS 71, we do not expect t@ré@n impairment charge related to the carryirigevaf the
property, plant and equipment of our regulatedpted®e operations. Additionally, upon the discamtince of SFAS 71, we would be required to revisditles of our
property, plant and equipment to reflect the esiahaiseful lives of the assets. We do not expettt sevisions in asset lives, or the eliminatiomtifer regulatory asse
and liabilities, to have a material unfavorable @ipon our results of operations. Upon the disnaance of SFAS 71, we also would be requireditnieate certain
intercompany transactions with regulated affiligtest currently are not eliminated under the appio of SFAS 71. For 2008, approximately $197iomlof revenues
(and related costs) would have been eliminatedAreadot been subject to the provisions of SFAS Far. regulatory purposes, the accounting and reppdf our
telephone subsidiaries would not be affected bydtbeontinued application of SFAS 71.
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If the FCC adopts new rules on intercarrier compgos, we may withdraw our petition for price cagulation. If we have not discontinued the acciognt
requirements of SFAS 71 prior to the effective ddtthe acquisition of EMBARQ, we believe the comsoation of this acquisition would require us tocdistinue the
application of SFAS 71 effective as of the closifage.

We have certain obligations based on federal, staddocal laws relating to the protection of theieonment. Costs of compliance through 2008 heotebeen
material, and we currently do not believe that stardts will become material.

Iltem 7A. Quantitative and Qualitative Disclosure About Market Risk

For information pertaining to the ouanket risk disclosure, see “Item 7 - Management&ssion and Analysis of Financial Condition aresits of
Operations — Market Risk”.
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Item 8. Financial Statements and Supplementary Dat

Report of Management

The Shareholders
CenturyTel, Inc.:

Management has prepared and is responsible fantégrity and objectivity of our consolidated firdal statements. The consolidated financial statémhave
been prepared in accordance with accounting pieeigenerally accepted in the United States of Agaeand necessarily include amounts determinedjusin best
judgments and estimate

Our consolidated financial statements have beeitealidy KPMG LLP, an independent registered pulticounting firm, who have expressed their opinidih w
respect to the fairness of the consolidated firerstatements. Their audit was conducted in acocarel with standards of the Public Company Accogrimersight
Board (United States).

Management is responsible for establishing and taiaing adequate internal control over financigla®ing, a process designed to provide reasonasierance
regarding the reliability of financial reportingdithe preparation of financial statements for exdepurposes in accordance with generally accegtedunting
principles. Under the supervision and with the ipgration of management, including our principageutive officer and principal financial officer, wenducted an
evaluation of the effectiveness of our internaltogirover financial reporting based on the frameuwiarinternal Control — Integrated Frameworksued by the
Committee of Sponsoring Organizations of the Tremd@ommission (“COSO”). Based on our evaluationasrile framework of COSOmanagement concluded that
our internal control over financial reporting wdfeetive as of December 31, 2008. The effectiveredour internal control over financial reportiag of December 31,
2008 has been audited by KPMG LLP, as stated inttéport which is included herein.

Because of its inherent limitations, internal cohtover financial reporting may not prevent or détenisstatements. Also, projections of any evabmabt
effectiveness to future periods are subject torilethat controls may become inadequate becausbasfges in conditions, or that the degree of campé with th
policies or procedures may deteriorate.

The Audit Committee of the Board of Directors isrgmsed of independent directors who are not officeemployees. The Committee meets periodically w
the external auditors, internal auditors and mamege. The Committee considers the independenteeadxternal auditors and the audit scope and sigsuinternal
control, financial and reporting matters. Both éxéernal and internal auditors have free accetiset€ommittee.

/s|_R. Stewart Ewing, Jr.

R. Stewart Ewing, Jr.

Executive Vice President and Chief Financial Office
February 27, 2009
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Report of Independent Registered Public Accourf&img

The Board of Directors and Stockholders
CenturyTel, Inc.:

We have audited the consolidated financial statésn&inCenturyTel, Inc. and subsidiaries (the Corypas listed in Item 15a(1). In connection with audits of
the consolidated financial statements, we also hadéed the financial statement schedule as listétgm 15a(2). These consolidated financial stetiets and financial
statement schedule are the responsibility of the@my’s management. Our responsibility is to expegsopinion on these consolidated financial statesand
financial statement schedule based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamigUnited States). Those standards require that w
plan and perform the audits to obtain reasonatsleraace about whether the financial statementsegef material misstatement. An audit includesnexing, on a tes
basis, evidence supporting the amounts and diselssa the financial statements. An audit alsoudek assessing the accounting principles usedigmificant
estimates made by management, as well as evaluhermyerall financial statement presentation. \&léelie that our audits provide a reasonable basisur opinion.

In our opinion, the consolidated financial statetaeaferred to above present fairly, in all malewapects, the financial position of the Compasyfi
December 31, 2008 and 2007, and the results afdperations and their cash flows for each of thary in the three-year period ended December 3B, 20
conformity with U.S. generally accepted accounpmigciples. Also in our opinion, the related fin@lstatement schedule, when considered in relatidhe
consolidated financial statements taken as a whpodsents fairly, in all material respects, the@infation set forth therein.

As discussed in Note 12 to the consolidated firedratatements, effective January 1, 2007, the Cagnphanged its method of accounting for uncertain t
positions. In addition, as discussed in Note théoconsolidated financial statements, in 2006 bmpany changed its method of accounting for shased payments
(effective January 1, 2006) and pension and pameént benefits (as of December 31, 2006).

We also have audited, in accordance with the stdsd# the Public Company Accounting Oversight Bio@/nited States), the Company’s internal contkaro
financial reporting as of December 31, 2008, basedriteria established internal Control—Integrated Frameworksued by the Committee of Sponsoring
Organizations of the Treadway Commission, and eport dated February 27, 2009 expressed an unigdadipinion on the effectiveness of the Companyternal
control over financial reporting.

/sl KPMG LLP
Shreveport, Louisiana
February 27, 2009
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Report of Independent Registered Public Accourfing

The Board of Directors and Stockholders
CenturyTel, Inc.:

We have audited CenturyTel, Inc. arlas@diaries' (the Company) internal control oveaficial reporting as of December 31, 2008, basetiteria established
in Internal Control—Integrated Framewortsued by the Committee of Sponsoring Organizatidriee Treadway Commission (COSO)he Company’s management
is responsible for maintaining effective internahtrol over financial reporting and for its assesstrof the effectiveness of internal control oveafcial reporting,
included in the accompanyiReport of Managemen®Our responsibility is to express an opinion om @mpany'’s internal control over financial repagtbased on our
audit.

We conducted our audit in accordandé tie standards of the Public Company Accountimgr€ight Board (United States). Those standardsnethat we
plan and perform the audit to obtain reasonablaerasse about whether effective internal controlrdireancial reporting was maintained in all materespects. Our
audit included obtaining an understanding of ireéoontrol over financial reporting, assessingrtble that a material weakness exists, and testiigezaluating the
design and operating effectiveness of internalrebbiased on the assessed risk. Our audit alsedadl performing such other procedures as we camesidecessary in
the circumstances. We believe that our audit pex/@ reasonable basis for our opinion.

A company’s internal control over firgad reporting is a process designed to provideaeable assurance regarding the reliability ofrfaial reporting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples. A company’s internal control ograncial
reporting includes those policies and proceduras(tt) pertain to the maintenance of records thagasonable detail, accurately and fairly reftbet transactions and
dispositions of the assets of the company; (2) idereasonable assurance that transactions anelegcas necessary to permit preparation of findstaéements in
accordance with generally accepted accounting ipies; and that receipts and expenditures of tinepemy are being made only in accordance with aiziibons of
management and directors of the company; and (Rjige reasonable assurance regarding preventibmely detection of unauthorized acquisition, usegisposition
of the company’s assets that could have a magffidt on the financial statements.

Because of its inherent limitationgemal control over financial reporting may notyeet or detect misstatements. Also, projectionamyf evaluation of
effectiveness to future periods are subject taigiethat controls may become inadequate becauskasfges in conditions, or that the degree of campé with the

policies or procedures may deteriorate.

In our opinion, the Company maintainiedall material respects, effective internal cohtver financial reporting as of December 31, 202&ed on criteria
established iflnternal Control—Integrated Frameworksued by the COSO.
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We also have audited, in accordanck thie standards of the Public Company Accountingr€ight Board (United States), the consolidatedrfaml statements

of CenturyTel, Inc. and subsidiaries as listedéml 15(a)(1), and our report dated February 279 20@ressed an unqualified opinion on those cotetad financial
statements.

/sl KPMG LLP
Shreveport, Louisiana
February 27, 2009
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CENTURYTEL, INC.
Consolidated Statements of Income

Year ended December 31,

2008 2007 2006
(Dollars, except per share amounts, and shares in
thousands)
OPERATING REVENUES $ 2,599,74 2,656,24 2,447,773
OPERATING EXPENSES
Cost of services and products (exclusive of degtien and amortization) 955,47 937,375 888,414
Selling, general and administrative 399,13 389,53¢ 370,27
Depreciation and amortization 523,78t 536,25! 523,50¢
Total operating expenses 1,878,39! 1,863,16. 1,782,19.
OPERATING INCOME 721,35: 793,07¢ 665,53t
OTHER INCOME (EXPENSE)
Interest expense (202,21) (212,90¢) (195,95
Other income (expense) 40,95« 38,77( 121,56¢
Total other income (expense) (161,267 (174,130 (74,389
INCOME BEFORE INCOME TAX EXPENSE 560,08¢ 618,94 591,14¢
Income tax expense 194,35 200,57 221,12.
NET INCOME $ 365,73 418,37( 370,02°
BASIC EARNINGS PER SHARE $ 3.57 3.82 3.17
DILUTED EARNINGS PER SHARE $ 3.5¢€ 3.72 3.07
DIVIDENDS PER COMMON SHARE $ 2.167¢ .2€ 28
AVERAGE BASIC SHARES OUTSTANDING 102,26¢ 109,36( 116,67:
AVERAGE DILUTED SHARES OUTSTANDING 102,87: 113,09« 122,22¢

See accompanying notes to consolidated financsients
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CENTURYTEL, INC.
Consolidated Statements of Comprehensive Income

Year ended December 31,
2008 2007 2006
(Dollars in thousands)

NET INCOME $ 365,73 418,37( 370,02°
OTHER COMPREHENSIVE INCOME, NET OF TAXES
Minimum pension liability adjustment, nét965 tax - - 1,54¢

Marketable securities:
Unrealized gain (loss) on investments, ne$88@), $547 and $411 tax (539)

877 65¢
Reclassification adjustment for gain includeahét income, net of ($1,730) tax (2,776 - -
Derivative instruments:
Net gains on derivatives hedging variabilitycath flows, net of $294 tax - 471 -
Reclassification adjustment for gains includedet income, net of $267, $254 and $234 tax 42¢ 407 37t
Items related to employee benefit plans*:
Change in net actuarial loss, net of ($48,656) $28,583 tax (82,505 52,48t -
Change in net prior service credit, net of ($5&ed $1,724 tax (945) 2,76¢ -
Reclassification adjustment for gains (lossesluided in net income:
Amortization of net actuarial loss, net 4f#08 and $4,409 tax 1,921 6,55¢ -
Amortization of net prior service creditté $2,261 and ($771) tax 3,621 (1,23¢) -
Amortization of unrecognized transition dsset of ($55) tax - (89) -
Net change in other comprehensive iredioss) (net of reclassification adjustment), afetixes (80,787) 62,23¢ 2,582
COMPREHENSIVE INCOME $ 284,95( 480,60! 372,60

* Reflected in 2008 and 2007 due to the DecemhePB06 adoption of SFAS 158.

See accompanying notes to consolidated financsients.
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CENTURYTEL, INC.
Consolidated Balance Sheets

December 31
2008 2007

(Dollars in thousands)

ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 243,32° 34,40:
Accounts receivable
Customers, less allowance of $10,973%®J129 153,83 152,80¢
Interexchange carriers and other, ldewance of $5,317 and $8,232 76,45¢ 70,21¢
Materials and supplies, at average cost 8,862 8,55¢
Other 72,92¢ 26,41:
Total current assets 555,40° 292,39¢
NET PROPERTY, PLANT AND EQUIPMEN' 2,895,809; 3,108,37!
GOODWILL AND OTHER ASSETS
Goodwill 4,015,67. 4,010,911
Other 787,22. 772,86:
Total goodwill and other assets 4,802,89 4,783,77:
TOTAL ASSETS $ 8,254,19! 8,184,55.

LIABILITIES AND EQUITY
CURRENT LIABILITIES

Current maturities of long-term debt $ 20,40° 279,89¢

Accounts payable 135,08t 120,38:
Accrued expenses and other current liabilities

Salaries and benefits 99,64¢ 64,38(

Income taxes - 54,23:

Other taxes 44,137 48,96

Interest 75,76¢ 80,10:

Other 26,77 30,94

Advance billings and customer deposits 56,57( 57,63:

Total current liabilities 458,39( 736,53!

LONG-TERM DEBT 3,294,11! 2,734,35

DEFERRED CREDITS AND OTHER LIABILITIES 1,338,44 1,304,45!

STOCKHOLDERS' EQUITY

Common stock, $1.00 par value, authorized 330U shares, issued awditstanding 100,277,216 and 108,491,736 s 100,27 108,49:
Paid-in capital 39,96! 91,147
Accumulated other comprehensive loss, net of tax (123,489 (42,707
Retained earnings 3,146,25! 3,245,30:
Preferred stock - non-redeemable 23€ 6,971
Total stockholders' equity 3,163,24 3,409,20!

TOTAL LIABILITIES AND EQUITY $ 8,254,19: 8,184,55.

See accompanying notes to consolidated finan@gsients.
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CENTURYTEL, INC.
Consolidated Statements of Cash Flows

Year ended December 31,

2008 2007 2006
(Dollars in thousands)
OPERATING ACTIVITIES
Net income 365,73. 418,37( 370,02°
Adjustments to reconcile net income to net cashigeal by operating activities:
Depreciation and amortization 523,78t 536,25! 523,50t
Gains on asset dispositions and liquidatidmarketable securities (12,457) (15,647 (118,649
Deferred income taxes 67,51¢ 1,01¢ 49,68t
Share-based compensation 16,39( 19,96: 11,90
Income from unconsolidated cellular entity (12,045 (14,579 (5,867)
Distributions from unconsolidated cellulatign 15,96( 10,22¢ -
Changes in current assets and current liiegsili
Accounts receivable (7,97¢) 15,92( 7,90¢
Accounts payable 14,04: (13,69¢) 24,90¢
Accrued taxes (64,77%) 11,60« (49,739
Other current assets and other currgabilities, net (15,617 23,78 10,26¢
Retirement benefits (26,06¢) 27,35( 5,96:
Excess tax benefits from share-based compensa (1,129 (6,427 (12,039
Decrease in noncurrent assets 9,744 12,71¢ 9,07¢
Increase (decrease) in other noncurrentiliesi (27,567) (20,78 70¢
Other, net 7,742 23,90t 13,04:
Net cash provided by operating actgiti 853,30( 1,029,98 840,71¢
INVESTING ACTIVITIES
Payments for property, plant and equipment (286,81) (326,04 (314,07)
Purchase of wireless spectrum (148,964 - -
Acquisitions, net of cash acquired - (306,809 =
Proceeds from liquidation of marketable securities 34,94t - -
Proceeds from redemption of Rural Telephone Bamékst = 5,20¢€ 122,81¢
Proceeds from sale of assets 15,80¢ 8,231 5,86¢
Other, net (3,96¢) 22E (8,349
Net cash used in investing activities (388,999 (619,18¢) (193,73)
FINANCING ACTIVITIES
Payments of debt (285,40)) (712,98() (81,999
Proceeds from issuance of debt 563,11! 741,84( 23,00(
Repurchase of common stock (347,264 (460,67¢) (802,18%)
Net proceeds from settlement of hedges 20,74¢ - -
Proceeds from issuance of common stock 14,59¢ 49,40 97,80z
Excess tax benefits from share-based compensation 1,127 6,427 12,03«
Cash dividends (220,26¢) (29,05:) (29,209
Other, net (2,03)) 2,97 38%
Net cash used in financing activities (255,38() (402,06:) (780,16¢)
Net increase (decrease) in cash and cash equis 208,92! 8,73¢ (133,179
Cash and cash equivalents at beginning of year 34,40: 25,66¢ 158,84t
CASH AND CASH EQUIVALENTS AT END OF YEAR 243,32 34,40: 25,66¢

See accompanying notes to consolidated financtgsients.
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CENTURYTEL, INC.
Consolidated Statements of Stockholders’ Equity

Year ended December 31,

2008 2007 2006
(Dollars, except per share amounts, and shares in
thousands)
COMMON STOCK (represents dollars and shares)
Balance at beginning of year $ 108,49:. 113,25« 131,07-
Repurchase of common stock (9,67¢) (10,219 (21,43)
Conversion of debt into common stock - 3,69¢ -
Conversion of preferred stock into common stock 367 26 22
Issuance of common stock through dividend reinvesttrincentive and benefit plans 1,09¢ 1,72¢ 3,59(
Balance at end of year 100,27 108,49: 113,25:
PAID-IN CAPITAL
Balance at beginning of year 91,147 24,25¢ 129,80t
Repurchase of common stock (93,079 (155,03 (222,99)
Conversion of debt into common stock - 142,73. -
Conversion of preferred stock into common stock 6,36¢ 452 37¢
Issuance of common stock through dividend reinvestirincentive and benefit plans 13,50¢ 47,67¢ 94,21¢
Excess tax benefits from share-based compensation 1,12¢ 6,427 12,03«
Share based compensation and other 20,89¢ 24,63] 10,82:
Balance at end of year 39,96 91,14 24,25¢
ACCUMULATED OTHER COMPREHENSIVE LOSS, NET OF TAX
Balance at beginning of year (42,707 (104,947 (9,619
Effect of adoption of SFAS 158, net of tax (seed\b} - - (97,909
Net change in other comprehensive loss (net aflassification adjustment), net of tax (80,787) 62,23t 2,58
Balance at end of year (123,48¢) (42,707 (104,94:)
RETAINED EARNINGS
Balance at beginning of year 3,245,30: 3,150,93: 3,358,16:
Net income 365,73. 418,37( 370,02
Repurchase of common stock (244,51) (295,42) (557,759
Cumulative effect of adoption of SAB 108 (see Nbye - - 9,70%
Cumulative effect of adoption of FIN 48 (see No& 1 - 47¢ -
Cash dividends declared
Common stock - $2.1675, $.26 and $.25 persha (220,08 (28,68 (28,829
Preferred stock (180) (36¢) (380
Balance at end of year 3,146,25! 3,245,30; 3,150,93:
PREFERRED STOCK - NON-REDEEMABLE
Balance at beginning of year 6,971 7,45( 7,85(
Conversion of preferred stock into common stock (6,735 (479) (400)
Balance at end of year 23¢ 6,971 7,45(
TOTAL STOCKHOLDERS' EQUITY $ 3,163,24 3,409,20! 3,190,95.

See accompanying notes to consolidated financtgsients.
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CENTURYTEL, INC.
Notes to Consolidated Financial Statements
December 31, 2008

1) SUMMARY OF SIGNIFICANT ACCOUNTIN®OLICIES

Pending acquisitiol- On October 26, 2008, we entered into a definitherger agreement to acquire Embarq CorporatioMBERQ") in a stock-for-stock
transaction. Under the terms of the agreement, ERIB shareholders will receive 1.37 CenturyTel shdoe each share of EMBARQ common stock they own at
closing. On December 31, 2008, EMBARQ had outstandpproximately 142.4 million shares of commarcktand $5.7 billion of longerm debt. The two compani
have a combined operating presence in 33 statesapgiroximately 7.7 million access lines and twdiom broadband customers. Completion of the @atien is subje
to the receipt of regulatory approvals, includipgmvals from the Federal Communications CommisgiB&C") and certain state public service commissions, disat
other customary closing conditions. Subject te¢heonditions, we anticipate closing this transacitn the second quarter of 2009.

Principles of consolidatio- Our consolidated financial statements includestteounts of CenturyTel, Inc. and its majority-odseibsidiaries.

Regulatory accountin- Our regulated telephone operations (except ®iptioperties acquired from Verizon in 2002) argetttio the provisions of Statement of
Financial Accounting Standards No. 71, “Accountiagthe Effects of Certain Types of Regulation” E/SS 71"). Actions by regulators can provide reagda
assurance of the recognition of an asset, reduebnoinate the value of an asset and impose dityabin a regulated enterprise. Such regulatosetssand liabilities are
required to be recorded and, accordingly, refleaietie balance sheet of an entity subject to SFASWe continuously monitor the ongoing applicapibf SFAS 71 tc
our regulated telephone operations due to the éhgmggulatory, competitive and legislative envimants, and it is possible that changes in regulatamislation or
competition or in the demand for regulated servargsroducts could result in our telephone operatioo longer being subject to SFAS 71 in the nearé. As of
December 31, 2008, we believe that SFAS 71 stiliap.

In September 2008, we filed a petition with the FG8@onvert our remaining rate-of-return study araprice cap regulation. Such petition was wloressed by
the FCC in 2008 and remains pending. Should ¢tigign be approved by the FCC, we believe suckwamt would require us to discontinue the accogntin
requirements of SFAS 71 as of the effective datih@fconversion to price cap regulation. Our cbdated balance sheet as of December 31, 2008dedltegulatory
liabilities of approximately $216.5 million relatéd estimated removal costs embedded in accumutiexeciation (as required to be recorded by régrda Net
deferred income tax assets related to the regylagsets and liabilities quantified above were 484illion. Upon the discontinuance of SFAS 71,tsnet amount
($132.1 million) will be reflected as an extraomtiy gain on our consolidated statement of incotdpon the discontinuance of SFAS 71, we also woeldeguired to
eliminate certain intercompany transactions witjutated affiliates that currently are not elimircatender the application of SFAS 71. For 2008, apipnately $197
million of revenues (and related costs) would hagen eliminated had we not been subject to theigioms of SFAS 71. For regulatory purposes, tlewasting and
reporting of our telephone subsidiaries would reaffected by the discontinued application of SFAS
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Estimates- The preparation of financial statements in camiity with generally accepted accounting principleguires management to make estimates and assasptio
that affect the reported amounts of assets antliiie and disclosure of contingent assets arullitees at the date of the financial statementd te reported amounts
revenues and expenses during the reporting peAatlal results may differ from those estimates.

Revenue recognitic- Revenues are generally recognized when serviegsravided or when products are delivered to custs. Revenue that is billed in advance
includes monthly recurring network access servispscial access services and monthly recurring lmeacharges. The unearned portion of this rexeis initially
deferred as a component of advance billings antbmes deposits on our balance sheet and recogaizeglvenue over the period that the services are

provided. Revenue that is billed in arrears inelidwitched access services, nonrecurring netvamésa services, nonrecurring local services argl distance
services. The earned but unbilled portion of teisenue is recognized as revenue in the periodhkatervices are provided. Revenues from insiailactivities are
deferred and recognized as revenue over the estintite of the customer relationship. The costoamted with such installation activities, uphe telated amount of
deferred revenue, are deferred and recognized ageaating expense over the same period.

Certain of our telephone subsidiaries’ revenuedased on tariffed access charges filed directti tie FCC; the remainder of our telephone subsidia
participate in revenue sharing arrangements whibrdaelephone companies for interstate revenuesfexor broadband related revenues) and for ceirtiiastate
revenue. Such sharing arrangements are fundealllvgienue and/or access charges within statedistions and by access charges in the interstatkeh Revenues
earned through certain sharing arrangements di@llynrecorded based on our estimates.

Allowance for doubtful accoun. In evaluating the collectibility of our accoumezeivable, we assess a humber of factors, inwuaispecific customer’s or carrigidbi
to meet its financial obligations to us, the lengthime the receivable has been past due andritistaollection experience. Based on these assass, we record both
specific and general reserves for uncollectibleoants receivable to reduce the stated amount dicapfe accounts receivable to the amount we utiégeexpect to col

Property, plant and equipme- Telephone plant is stated at original cost. Nomatitements of telephone plant are charged agagwstmulated depreciation, along v
the costs of removal, less salvage, with no gaioss recognized. Renewals and betterments of afahequipment are capitalized while repairs, el @ renewals of
minor items, are charged to operating expense.rdaeion of telephone plant is provided on thaight line method using class or overall groupgaeceptable to
regulatory authorities; such average rates rarage #% to 20%.
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Non-telephone property is stated at cost and, vebé&hor retired, a gain or loss is recognized. rBejation of such property is provided on the sgtnaiine
method over estimated service lives ranging from twv35 years.

Intangible asset— Statement of Financial Accounting Standards M@, 1Goodwill and Other Intangible Assets” (“SFA82L), requires goodwill recorded in a busin
combination to be reviewed for impairment and tavigten down only in periods in which the recordedount of goodwill exceeds its fair value. SFAR ddso
stipulates certain factors to consider regardingtivr or not a triggering event has occurred thmtlvrequire performance of an interim goodwill mmnent test. We
test impairment of goodwill at least annually bymgaring the fair value of the reporting unit todtsrying value (including goodwill). We base ostimates of the fair
value of the reporting unit on valuation modelsgsiriterion such as multiples of earnings. Setel8dor additional information.

Long-lived assets Statement of Financial Accounting Standards e, “Accounting for the Impairment or Disposallaing-Lived Assets” (“SFAS 144"), addresses
financial accounting and reporting for the impainner disposal of long-lived assets (exclusive @bdwill). During 2007, we recognized a $16.6 roiflipre-tax
impairment charge in order to write-down the valfieertain of our londived assets in certain of our CLEC markets tortestimated realizable value. Such assets
subsequently sold in two separate transactionS08 .2

Affiliated transaction:- Certain of our service subsidiaries provide ilstan and maintenance services, materials anglsgs) and managerial, operational, technical,
accounting and administrative services to othesisligries. In addition, CenturyTel provides anlisbhanagement services to subsidiaries and imiceristances
makes interest bearing advances to finance comistnuzf plant and purchases of equipment and ta meeking capital requirements. These transactamesrecorded
by our telephone subsidiaries at their cost toetttent permitted by regulatory authorities. Intenpany transactions with regulated affiliates scihbie SFAS 71 have
not been eliminated in connection with consolidatine results of operations of CenturyTel andutssiiaries. Intercompany transactions with &ffés not subject to
SFAS 71 have been eliminated.

Income taxe- We file a consolidated federal income tax retwith our eligible subsidiaries. We use the asadtlability method of accounting for income taxesler

which deferred tax assets and liabilities are distadd for the future tax consequences attributebtifferences between the financial statemerryoag amounts of
assets and liabilities and their respective taxe®as
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Postretirement and pension pla— We adopted the provisions of Statement of Firdgicounting Standards No. 158, “Employers’ Acding for Defined Benefit
Plans and Other Postretirement Plans” (“SFAS 188"9f December 31, 2006. SFAS 158 requires usctmgnize the overfunded or underfunded status odefined
benefit and postretirement plans as an assetiabitity on our balance sheet, with an adjustmergtockholders’ equity (reflected as an increasgeorease in
accumulated other comprehensive income or loskg €ffect of applying SFAS 158 reduced our stodide equity by approximately $97.9 million as of Decem8g,
2006.

Cumulative effect adjustmentin September 2006, the Securities and Exchangen@ssion issued Staff Accounting Bulletin No. 108pnsidering the Effect of Prior
Year Misstatements when Quantifying MisstatememSurrent Year Financial Results” (“SAB 108”"). SAB8 addresses how the effects of prior year uected
misstatements should be considered when quantifpisgtatements in current year financial stateme8%B 108 requires companies to quantify misstat@susing
both a balance sheet approach and income statapgerttach and to evaluate whether either approaciitsen quantifying an error that is materialighk of the
relevant quantitative and qualitative factors.

As of December 31, 2006, we identified two misstagets that previously were deemed immaterial ugiegncome statement approach that were deemed
material upon application of the balance sheetagar. Such misstatements relate to (i) the fatini@apitalize interest in connection with the depenent of our billing
system, which began in the late 1990’s; and (&)fdilure to defer the revenues and costs assdaidth installation activities related to our sewiofferings. Using the
guidance of SAB 108, we recorded a net cumulatifeceadjustment to retained earnings (as of Jagnlia2006), which increased retained earnings aqmetely $9.7
million (presented on an after-tax basis). Of$8e7 million net increase to retained earningsraxmately $14.0 million related to the capitalizeterest adjustment,
which was patrtially offset by a reduction to retdrearnings of approximately $4.3 million relatedte installation activities adjustment.

Stock-based compensatierkffective January 1, 2006, we adopted the promsf Statement of Financial Accounting Stand&lds123 (Revised 2004), “Share-Based

Payment”, which require us to measure our costvafrding employees with equity instruments basedupe fair value of the award on the grant datee Sote 14 for
additional information.
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Derivative financial instrumen We account for derivative instruments and hedgictgities in accordance with Statement of Finah&iccounting Standards No. 133,
“Accounting for Derivative Instruments and Hedgifxgtivities” (“SFAS 133”), as amended. SFAS 133aasended, requires that all derivative instrumesush as
interest rate swaps, be recognized in the finastééments and measured at fair value regardiébe purpose or intent of holding them. On theedaderivative
contract is entered into, we designate the devigats either a fair value or cash flow hedge. dgeeof the fair value of a recognized asset oilitalor of an
unrecognizedirm commitment is a fair value hedge. A hedge &r@casted transaction or the variability of cistvs to be received or paid related to a recoghesse
or liability is a cash flow hedge. We also forrgadksess, both at the hedge's inception and onguimy basis, whether the derivatives that are irsbddging
transactions are highly effective in offsetting ehes in fair values or cash flows of hedged itdinse determine that a derivative is not, or isloger, highly effective
as a hedge, we would discontinue hedge accountogppctively. We recognize all derivatives onlthéance sheet at their fair value. Changes ifidinealue of
derivative financial instruments are either recagdiin income or stockholders’ equity (as a compbpnéaccumulated other comprehensive income (Jjodspending
on the use of the derivative and whether it quedifior hedge accounting. We do not hold or issuwvative financial instruments for trading or spktive

purposes. Management periodically reviews our supoto interest rate fluctuations and implemetmggegies to manage the exposure. See Note @ldtianal
information.

Earnings per shar- Basic earnings per share amounts are determiméuedbasis of the weighted average number of camshares outstanding during the applicable
accounting period. Diluted earnings per shareggeféect to all potential dilutive common shareattivere outstanding during the period. See Notiadditional
information.

Cash equivalentsWe consider short-term investments with a matuaitdate of purchase of three months or less tabk equivalents.
2) ACQUISITIONS

On April 30, 2007, we acquired all of the outstamgdstock of Madison River Communications Corp. (théan River”)from Madison River Telephone Compa
LLC for an initial aggregate purchase price of appmately $322 million cash. In connection witte thcquisition, we also paid all of Madison RigeegXxisting indebtec
(including accrued interest), which approximate@Zillion. At the time of this acquisition, Madis River operated approximately 164,000 predomlipantal acces
lines in four states with more than 30% higteed Internet penetration and its network incluzledership in a 2,100 route mile fiber network. Wé&dieve this acquisiti
adds attractive markets with good demographicsgaodth prospects and its fiber network is completagnto our existing operations.

We accounted for the acquisition of Madison Riveragurchase under the guidance of Statement ah€&igl Accounting Standards No. 141, “Business
Combinations” (“SFAS 141") and Statement of Finahéiccounting Standards No. 71, “Accounting for Eféects of Certain Types of Regulation” (“SFAS J1SFAS
141 requires us to record the assets acquiredaitities assumed at their respective fair valuesaccordance with SFAS 71, we recorded the fagbts of Madison
River's regulated telephone operations at historical hvadike since those values are used to develoathe we charge to our customers (which are approyeegulat
authorities).
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We reflected the results of operations of the ManliRiver properties in our consolidated resulteggrations beginning May 1, 2007.

The total cost of the Madison River acquisitiogasnposed of the following components (amounts auglands):

Cash paid (1)

$ 321,51t
Closing costs (2) 5,26¢
Total purchase price $ 326,78

(1) Reflects the cash payment of $80Q we received in third quarter 2007 in accoréamith the purchase agreement upon finalizatioth@fworking
capital portion of the purchase price.

(2) Closing costs prinhadonsist of advisory and legal fees incurredonmection with the acquisition.

The purchase price was allocated to the assetsradqnd liabilities assumed as follows (amounthousands):

Current assets (1)

$ 33,76:
Net property, plant and equipme 208,31
Identifiable intangible assets
Customer list 156,80(
Franchise 6,40(
Goodwill 579,78(
Other assets 21,99¢
Current liabilities (2) (25,579
Long-term debt (2) (520,000)
Deferred income taxes (105,16¢)
Other liabilities g29,52()
Total purchase price $ 326,78

(1) Includes approximately $2million of acquired cash and cash equivalents.

(2) We paid all the long-ternbtland $2.2 million of related accrued interestl(ided in “current liabilities” in the above tabie)mediately after
closing.

In December 2007, the Financial Accounting Starsl&ulard issued Statement of Financial Accountirgn&irds No. 141 (revised), “Business
Combinations” (“SFAS 141(R)"), which is effectiverfus for all business combinations for which tbguasition date is on or after January 1, 2009. Wile
account for our pending acquisition of EMBARQ usthg guidance of SFAS 141(R). Because it was [lelthat the acquisition date of the pending EMBARQ
business combination would be subsequent to theadpaid, 2009 effective date of SFAS 141(R), weteldto expense our EMBARQ acquisition related ctisis
had been incurred through December 31, 2008 ifotlmeh quarter of 2008 (which aggregated approxatye$5.0 million). Such charge is reflected inisgl,

general and administrative expense in our 2008atimaged statement of income. We will expense tialttil acquisition related costs as incurred dtecember 3:
2008.
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3) GOODWILL AND OTHER ASSETS

Goodwill and other assets at December 31, 200280@ were composed of the following:

December 31, 2008 2007
(Dollars in thousands)

Goodwill $ 4,015,67. 4,010,911
Billing system development costs, less accumulatadrtization of $49,979 and $38,285 181,21( 192,90:
Investment in 700 MHz wireless spectrum licenses 148,96¢ -

Intangible assets subject to amortization
Customer list, less accumulated amortizatio$35,026 and $18,149 146,28: 163,16(
Cash surrender value of life insurance contracts 96,60¢ 95,65¢
Deferred costs associated with installation ad¢ésit 77,20: 81,90¢
Pension asset - 28,53¢
Intangible assets not subject to amortization 42,75( 42,75(
Marketable securities - 35,81:
Investment in unconsolidated cellular partnership 33,66. 33,71«
Deferred interest rate hedge contracts 19,14¢ 23,69:
Investment in debt security - 22,801
Other 41,39¢ 51,92¢
$ 4,802,89 4,783,77:

Our goodwill was derived from numerous previousésitions whereby the purchase price exceededsihedlue of the net assets acquired. Goodwilldased
2008 as a result of resolving various income tecedrinties related to our Madison River acquisitidhe vast majority of our goodwill is attributatio our telephone
operations, which we internally operate and marmged on three geographic regions. We test fadwitlampairment for our telephone operations & tkgion level (
to the similar economic characteristics of thewidlial reporting units that comprise each regibimder SFAS 142, impairment of goodwill is testedclynparing the f.
value of the reporting unit to its carrying valurec{uding goodwill). Estimates of the fair valuktbe reporting unit of our telephone operatiore la@sed on valuation
models using techniques such as multiples of egsniibefore interest, taxes and depreciation andtaration). We also evaluate goodwill impairmenioir other
operations primarily based on multiples of reverares discounted cash flow analyses. If the fduevaf the reporting unit is less than the carryiaiie, a second
calculation is required in which the implied faalue of goodwill is compared to its carrying valuéthe implied fair value of goodwill is less thés carrying value,
goodwill must be written down to its implied faialue.
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We completed the required annual tegbodwill impairment (as of September 30, 2008)emSFAS 142 and determined our goodwill was ngaiined as of
such date. Due to the deterioration in the oVstatk market subsequent to September 30, 2008natket capitalization as of December 31, 2008efsed to a level
below our current stockholders’ equity balances afresult, we reviewed the specific factors oatlim SFAS 142 that would indicate whether or noiggering event
had occurred that would necessitate us to perforintarim goodwill impairment test. Based on oewview of such factors and considering that our miackpitalization
substantially exceeds our stockholders’ equity m@daafter consideration of a reasonable contrahpma of 35% based on identifiable industry tranisenst, we
concluded that we did not have a triggering evieat would require us to perform an interim evabmtf our goodwill for potential impairment. Wedeal such
conclusion on the fact that we do not believe tlienee been any significant fundamental change® sinc annual impairment test to (i) our business a&ole or our
underlying reporting units, including regulatoryaciges, (ii) our level of operating cash flows) @ur expectation of future levels of operatinghcéiews, (iv) our
executive management team and (v) the carryingevalwur other long-lived assets.

We accounted for the costs to develop an integtaitidg and customer care system in accordanck &iatement of Position 98-1, “Accounting for thes€ of
Computer Software Developed or Obtained for Intets®.” Aggregate capitalized costs (before acdated amortization) totaled $231.2 million and bheing
amortized over a twenty-year period.

During 2008, we paid an aggregate of approxim&k&i9 million for 69 licenses in the FCC'’s auctidrv60 megahertz (“MHz") wireless spectrum. The 700
MHz spectrum is not expected to be cleared for @isenil mid-2009 and we are still in the plannitages regarding the use of this spectrum.

In connection with various acquisitions we have enader the past several years, we have allocatedristo a customer list intangible asset, inclgdit56.8
million from our Madison River acquisition in 20@nd $22.7 million from our acquisition of propestigom Verizon Communications, Inc. (“Verizon”) 2002. Such
assets are being amortized on a straight-line lasisperiods that range from 5-15 years. Totalization expense for these customer base and iotila@gible assets
for 2008, 2007 and 2006 was $16.9 million, $12.Rion and $3.1 million, respectively, and is exptto be $16.5 million annually from 2009 througi 2, $16.1
million in 2012 and $16.0 million in 2013 (excludithe effects of any acquisitions consummated &ftedate hereof).

The costs associated with installation activities@eferred and recognized as an operating expeesehe estimated life of the customer relatiopgthD
years). Such costs are only deferred to the exfethie related deferred revenue.

In connection with the acquisitiongpobperties from Verizon in 2002 and Madison Rive2007, we assigned an aggregate of $41.7 millicheorespective
purchase prices as an intangible asset associdteétanchise costs (which includes amounts necgdeamaintain eligibility to provide telecommuntazns services in
its licensed service areas). Such assets havelefinite life and therefore are not subject tooatization currently.

In anticipation of making lump sum distributionsctertain participants of our Supplemental Execuiedirement Plan (“SERP”) in early 2009, we liquéthour
marketable security investments in the SERP trushd the second quarter of 2008 and thereby ise@aur cash and cash equivalents. The lump sstmibdtions

were paid in early 2009 and aggregated approxim&®f million (see Note 11 for additional inforraat).
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In the third quarter of 2004, we entered into areament with DISH Network Corporation (“DISH”) teqvide co-branded DISH satellite television sersit@
our residential customers. As part of the trarisactve invested $25 million in a DISH convertilsiebordinated debt security, which had a fair valueate of issuance
of approximately $20.8 million and matures in 20ommencing August 25, 2009, we can require DISpurchase all or a portion of the debt securithout
premium. Therefore, as of December 31, 2008, #34dmillion balance has been reflected in “Otherent assets” on the balance sheet in lieu optheious
classification of this asset under “Goodwill andestassets”.

4 PROPERTY, PLANT AND EQUIPMENT
Net property, plant and equipment at December 828 2nd 2007 was composed of the following:

December 31, 2008 2007

(Dollars in thousands)

Cable and wire $ 4,659,00 4,570,93
Central office 2,861,92! 2,775,47
General support 815,63¢ 811,48t
Fiber transport 327,01( 289,39:.
Information origination/termination 81,29¢ 78,98!
Construction in progress 72,12¢ 99,64
Other 51,44¢ 40,19t

8,868,45 8,666,101
Accumulated depreciation (5,972,55) (5,557,73))
Net property, plant and equipme $ 2,895,89: 3,108,37!

Depreciation expense was $506.9 million, $524.lioniland $520.4 million in 2008, 2007 and 2006 peagively.

94



(5) LONG-TERM DEBT

Our long-term debt as of December 31, 2008 and 2@/as follows:

December 31, 2008 2007
(Dollars in thousands)
CenturyTel
4.32%* Senior credit facility $ 563,11! -
Senior notes and debentures:
7.20% Series D, due 2025 100,00( 100,00(
6.30% Series F - 240,00(
6.875% Series G, due 2028 425,00( 425,00(
8.375% Series H, due 2010 500,00( 500,00(
7.875% Series L, due 2012 500,00( 500,00(
5.0% Series M, due 2015 350,00( 350,00(
6.0% Series N, due 2017 500,00( 500,00(
5.5% Series O, due 2013 250,00( 250,00(
Unamortized net discount (6,53¢9) (7,840
Unamortized premium associated with derivainstruments:
Series H senior notes 5,12¢ 7,991
Series L senior notes 20,01¢ 3,04¢
Total CenturyTel 3,206,72. 2,868,19!
Subsidiaries

First mortgage de
5.36%* notes, payable to agencies el4hS. government and cooperative lending assoeta due in installments

through 2028 107,70« 120,78t
Other debt

Unsecured medium-term notes - 25,00(
10.0% notes 10C 10C
Capital lease obligations - 16¢

Total subsidiaries 107,80 146,05¢

Total long-term debt 3,314,522 3,014,25!
Less current maturities 20,407 279,89¢
Long-term debt, excluding current maturities $ 3,294,11! 2,734,35

* Weighted average interest rate at December 318 20

The approximate annual debt maturities for the figars subsequent to December 31, 2008 are aw$0I2D09 - $20.4 million; 2010 - $518.9 million; 2D-
$580.0 million; 2012 - $514.6 million; and 2013268..2 million.

Certain of our loan agreements conaitious restrictions, among which are limitatioagarding issuance of additional debt, payment st cividends,
reacquisition of capital stock and other mattérsaddition, the transfer of funds from certain solidated subsidiaries to CenturyTel is restridigd/arious loan
agreements. Subsidiaries which have loans fronemorent agencies and cooperative lending assatéatio have issued first mortgage bonds, genearaly not loan
or advance any funds to CenturyTel, but may paiddids if certain financial ratios are met. At Beber 31, 2008, approximately $2.0 billion of oansolidated
retained earnings reflected on the balance shestwailable under our loan agreements for the dei@a of dividends.
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The senior notes and debentures of CenturyTelrezféo above were issued under an indenture datedH\VB1, 1994. This indenture does not contain any
financial covenants, but does include restrictithrad limit our ability to (i) incur, issue or cresliens upon our property and (ii) consolidate withmerge into, or transf
or lease all or substantially all of its assetsatyy other party. The indenture does not contaynprovisions that are impacted by our credit iggiror that restrict the
issuance of new securities in the event of a nadtadverse change to us.

Approximately 13% of our property, plant and equimhis pledged to secure the long-term debt ofidigyges.

On March 29, 2007, we publicly issued $500 millafr6.0% Senior Notes, Series N, due 2017 and $2Bi@mof 5.5% Senior Notes, Series O, due 2013ir O
$741.8 million of net proceeds from the sale okth&enior Notes were used to pay a substantiabpat the approximately $844 million of cash tiats needed in
order to (i) pay the initial purchase price for #wuisition of Madison River on April 30, 2007 2&3million) and (ii) pay off Madison River’s existj indebtedness
(including accrued interest) at closing ($522 roilli. We funded the remainder of these cash ousflisam borrowings under our commercial paper prnogaad cash ¢
hand. See Note 2 for additional information coniey the acquisition of Madison River.

We called for redemption on August 14, 2007 albof $165 million aggregate principal amount 4.756wertible senior debentures, Series K, due 2032 at
redemption price of $1,023.80 per $1,000 princgrabunt of debentures, plus accrued and unpaicesttéirough August 13, 2007. In accordance wighitdenture,
holders could elect to convert their debentures siiares of CenturyTel common stock at a conversime of $40.455 per share prior to August 10,7200 lieu of cas
redemption, holders of approximately $149.6 millagregate principal amount of the debentureseslect convert their holdings into approximately Billion shares
CenturyTel common stock. The remaining $15.4 omillof outstanding debentures were retired for ¢asfuding premium and accrued and unpaid intere&f a resu
we no longer have any of the Series K debenturetanding.

As of December 31, 2008, we had available a $70&miive-year revolving credit facility which exs in December 2011. The interest rate on rénglioans
under the facility is based on our choice of sevemavailing commercial lending rates plus an addal margin that varies depending on our credihgs and aggregate
borrowings under the facility. We also have a caruial paper program under which borrowings areatiffely limited to the total amount available undar credit
facility. As of December 31, 2008, we had appraiety $563 million outstanding under our creditifisc We had no amounts outstanding under our mencial pape
program as of December 31, 2008.
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(6) DERIVATIVE INSTRUMENTS

In 2003, we entered into four separate fair vatierest rate hedges associated with the full $50mprincipal amount of our Series L senior ratdue 2012,
pay interest at a fixed rate of 7.875%. These égdgere “fixed to variablehterest rate swaps that effectively convertedfoed rate interest payment obligations ui
these notes into obligations to pay variable rataslanuary 2008, we terminated all of our exgtifixed to variable” interest rate swaps assodiatéth the full $500
million principal amount of our Series L senior @®t In connection with the termination of thesevdgives, we received aggregate cash paymentgmbaimately $2&
million, which has been reflected as a premiurrhefdssociated long-term debt and is being amortizeadreduction of interest expense through 20it ke effective
interest method. In addition, in January 2008 alge terminated certain other derivatives that etedeemed to be effective hedges. Upon the tation of these
derivatives, we paid an aggregate of approximaiél9 million (and recorded a $3.4 million pre-tdrange in the first quarter of 2008 related to tlement of these
derivatives). As of December 31, 2008, we haderivdtive instruments outstanding.

In anticipation of the issuance of Senior Notesannection with the Madison River acquisition, vaezed into four cash flow hedges that effectivetked in
the interest rate on an aggregate of $400 millicshebt. The issuance of these Senior Notes wapleted in late March 2007 with the issuance of $5lllon of 6.0%
Senior Notes, due 2017, and $250 million of 5.5%i&@eNotes, due 2013. We locked in the interets am (i) $200 million of 10-year debt at 5.06 75l ii) $200
million of 10-year debt at 5.05%. In March 200@pn settlement of the hedges, we received an aggref $765,000 cash, which is being amortized r@slaction of
interest expense over the 10-year term of the debt.

(7) DEFERRED CREDITS AND OTHER LIABILIES

Deferred credits and other liabilit#sDecember 31, 2008 and 2007 were composed ébitbeing:

December 31, 2008 2007
(Dollars in thousands)

Deferred federal and state income taxes $ 854,10: 810,57:
Accrued postretirement benefit costs 276,08:. 278,23(
Deferred revenue 99,54¢ 105,49:
Accrued pension costs 72,05¢ 37,29¢
Other 36,65¢ 72,86¢

$ 1,338,441 1,304,45!

For additional information on deferfederal and state income taxes, accrued postretitebenefit costs and accrued pension costd\Nes 12, 10 and 11,
respectively.
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(8) REDUCTIONS IN WORKFORCE

During each of the last three yearshaee announced workforce reductions involving ggragate of approximately 700 jobs, primarily do€i} increased
competitive pressures and the loss of accessdivesthe last several years; (ii) completion of Madison River integration plan; and (iii) the eilmation of certain
customer service personnel due to reduced calhvedu In connection therewith, we incurred nettpseeharges of approximately $1.7 million in 20@8r{sisting of a
$2.0 million charge to operating expenses, net$8G7,000 favorable revenue impact related to sxplenses as allowed through our rate-making prpcg3< million
in 2007 (consisting of a $2.7 million charge to @timg expenses, net of a $527,000 favorable revénpact) and $7.5 million in 2006 (consisting %4 million
charge to operating expenses, net of a $1.9 miliworable revenue impact) for severance and etlatsts.

The following table reflects additional informatioegarding the severance-related liability for 208807 and 2006 (in thousands):

Balance at December 31, 2005 $ -
Amount accrued to expense 9,431
Adjustments to accrual amounts (529)
Amount paid (8,44%)
Balance at December 31, 2006 $ 457
Amount accrued to expense 2,741
Amount paid (1,369
Balance at December 31, 2007 $ 1,83¢
Amount accrued to expense 2,04¢
Amount paid (2,089
Balance at December 31, 2008 $ 1,79¢
9 STOCKHOLDERS'’ EQUITY

Common stock Unissued shares of CenturyTel common stock weserved as follows:

December 31, 2008
(In thousands)

Incentive compensation programs 5,51¢
Acquisitions 4,06
Employee stock purchase plan 4,321
Dividend reinvestment plan 18¢€
Conversion of convertible preferred stock 13

14,09¢

In accordance with stock repurchase programs destbelow, we repurchased 9.7 million shares (8@7$3 million), 10.2 million shares (for $460.7 haih) anc
21.4 million shares (for $802.2 million) in 2008 and 2006, respectively. The 2006 repurchashsded 14.36 million shares repurchased (foral fwice of $528..
million) under accelerated share repurchase agnetsnigee below for additional information).
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In August 2007, our board of directors authorizég780 million share repurchase program which espire September 30, 2009, unless extended by the
board. Through December 31, 2008, we had repsethapproximately 13.2 million shares for $503illan under this program. We have suspended awment
share repurchase program pending completion choguisition of EMBARQ.

On February 21, 2006, our Board of Directors appdoa stock repurchase program authorizing us tarcbpse up to $1.0 billion of our common stock and
terminated the approximately $13 million remainbajance of our $200 million share repurchase pragrpproved in February 2005. In February 2006reperchase
the first $500 million of common stock through decated share repurchase agreements entered itit@avious investment banks, repurchasing andngtir
approximately 14.36 million shares of common stackn average initial price of $34.83 per share= fWhded repurchases under these agreements ttsbagkerm
borrowings and cash on hand. As part of the aratelé share repurchase transactions, we simultalyegntered into forward contracts with the investittbanks
whereby the investment banks purchased an aggrefate36 million shares of our common stock dutimg terms of the contracts. At the end of thpurehase perio
in mid-July 2006, we paid an aggregate of approsétyeb28.4 million cash to the investment banksdmpensate them for the difference between theghted
average purchase price during the repurchase panddhe initial average price. We reflected ssettlement amount as an adjustment to retainedhgasrim our
financial statements during 2006. We repurchalsedemaining $500 million of common stock of thisgram through open market transactions througk 2007.

During 2006, our stockholders’ equity was reducg@jproximately $97.9 million upon the adoptiorS$fAS 158 and increased approximately $9.7 milliparu
the application of SAB 108. See Note 1 for addaianformation.

Under CenturyTel's Articles of Incorporation, eatrare of common stock beneficially owned continlyobg the same person since May 30, 1987 generally
entitles the holder thereof to ten votes per shidtether shares entitle the holder to one votegtwre. At December 31, 2008, the holders ofdliBon shares of
common stock (or 31% of our total voting power) eventitled to ten votes per share. In Januar®2@0connection with the special meeting of shaleérs to approv
share issuances in connection with the pending ERB®Anerger, our shareholders also approved a clartendment to eliminate these special voting rightsng-
term shareholders upon the consummation of the ERIBAnerger.

Preferred stocl- As of December 31, 2008, we had 2.0 million sharfeauthorized preferred stock, $25 par valueshare. At December 31, 2008 and 2007, there were

approximately 9,400 and 279,000 shares, respegtioebutstanding convertible preferred stock. déws of outstanding CenturyTel preferred stockeatéled to
receive cumulative dividends, receive preferemlisiributions equal to $25 per share plus unpaididnds upon CenturyTel’s liquidation and vote &ngle class with
the holders of common stock.
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(20) POSTRETIREMENT BENEFITS

We sponsor a health care plan (which uses a Dege3ilrmeasurement date) that provides postretirebengfits to all qualified retired employees. Otrer past
few years, we amended certain retiree contribudiwh retirement eligibility provisions of our plancluding a 2008 amendment that increased the Evyalescription
drug co-payment obligations by retirees.

The following is a reconciliation of the beginniagd ending balances for the benefit obligationthedlan assets.

December 31, 2008 2007 2006

(Dollars in thousands)

Change in benefit obligation

Benefit obligation at beginning of year $ 306,63: 357,41 353,94
Service cost 4,92¢ 6,922 6,982
Interest cost 19,39t 20,13¢ 18,98(
Participant contributions 2,78¢ 2,01¢ 1,58:
Plan amendments (9,099 (4,552) (7,97%)
Acquisition - 2,271 -
Direct subsidy receipts 1,092 1,29¢ 717
Actuarial (gain) loss (11,999 (60,317) 31¢
Benefits paid (20,86:) (18,56¢) (17,12%)
Benefit obligation at end of year $ 292,88° 306,63: 357,41°

Change in plan assets

Fair value of plan assets at beginningeair $ 28,32¢ 30,08( 29,54¢
Return (loss) on plan assets (6,16€) 1,91¢ 3,28(
Employer contributions 12,72: 12,88( 12,80(
Participant contributions 2,78¢ 2,01¢ 1,58:
Benefits paid (20,86:) (18,56¢) (17,12%)
Fair value of plan assets at end of year $ 16,80" 28,32« 30,08(

Net periodic postretirement benefit cost for 200@)7 and 2006 included the following components:

Year ended December 31, 2008 2007 2006

(Dollars in thousands)

Service cost $ 4,92¢ 6,92 6,98:
Interest cost 19,39t 20,13 18,98(
Expected return on plan assets (2,339 (2,482) (2,43%)
Amortization of unrecognized actuarial loss = 3,59 3,71¢
Amortization of unrecognized prior service credit (2,606 (2,020 (85E)
Net periodic postretirement benefit ¢ $ 19,37¢ 26,14¢ 26,38¢
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The following table sets forth the amounts recogdias liabilities on the balance sheet for pos&etent benefits at December 31, 2008, 2007 and.2006

December 31, 2008 2007 2006
(Dollars in thousands

Benefit obligation $ (292,88) (306,63)) (357,41)
Fair value of plan assets 16,80" 28,32« 30,08(
Accrued benefit cost $ (276,08:) (278,309 (327,33)

In accordance with SFAS 158, the unamortized dovice credit ($17.9 million as of December 310&0and unrecognized net actuarial loss ($11.6anits o
December 31, 2008) components have been reflestacdb@.2 million after-tax decrease to accumulatedr comprehensive loss within stockholders’ gquithe
estimated amount of amortization income of the ahawecognized items that will be amortized frorousculated other comprehensive loss and reflected as
component of net periodic postretirement cost @u#if09 is $3.5 million for the prior service credit

Assumptions used in accounting for postretirementfits as of December 31, 2008 and 2007 were:

2008 2007

Determination of benefit obligation
Discount rate
6.90% 6.50
Healthcare cost increase trend rates (d4d/@Hrescription Drug)
Following year
7.0%/10.0% 7.0/10.0
Rate to which the cost trend rat@ssumed to decline (the ultimate cost trend rate
5.0%/5.0%  5.0/5.0
Year that the rate reaches thenate cost trend rate
2011/2014 2010/2013

Determination of benefit cost
Discount rate
6.50% 5.75

Expected return on plan as:¢
8.25% 8.25

We employ a total return investment approach wheeetmix of equities and fixed income investmentssed to maximize the long-term return of plarisstor
a prudent level of risk. The intent of this stgptés to minimize plan expenses by outperformirapgiabilities over the long term. Risk toleramg@stablished through
careful consideration of plan liabilities, plan fled status and corporate financial condition. VWasare and monitor investment risk on an ongoisghhrough annu
liability measurements, periodic asset studiesprtbdic portfolio reviews.

101



Our postretirement benefit plan weighted-averagetaallocations at December 31, 2008 and 2007 48t aategory are as follows:

2007 2008
Equity securities 55.
46.7%
Debt securities 26.2 26.
Cash and cash equivalents 26.¢ 17.
Other - 0.
Total 100.
100.0%

In determining the expected return on plan assetstudy historical markets and apply the widelgegted capital market principle that assets witfhér
volatility and risk generate a greater return dherlong term. We evaluate current market factach as inflation and interest rates before deténgilong-term capital
market assumptions. We also review peer data starical returns to check for reasonableness.

Assumed health care cost trends have a signifeféaitt on the amounts reported for postretiremenelfit plans. A one-percentage-point change iorassl
health care cost rates would have the followingc:

1-Percentage 1-Percentage
Point Increase Point Decreas:t

(Dollars in thousands)

Effect on annual total of service and interest cashponents $ 214 (282)
Effect on postretirement benefit obligation $ 2,768 (3,632)

We expect to contribute approximately $13 milliorour postretirement benefit plan in 2009.

Our estimated future projected bergditments under our postretirement benefit plamarfellows:

Before Medicar Medicare Net of
Medicare
Year Subsidy Subsidy Subsidy

(Dollars in thousands)

2009 $ 19,37% 1,212 18,16¢
2010 $ 21,51« 1,39¢ 20,12(
2011 $ 23,38¢ 1,59¢ 21,79¢
2012 $ 24,31¢ 1,842 22,47¢
2013 $ 25,46¢ 2,03t 23,43(
2014-2018 $ 137,63: 6,38¢ 131,25(
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(11) DEFINED BENEFIT AND OTHER RETIRENNE PLANS

We sponsor defined benefit pension plans for sabiatly all employees. We also sponsor a Suppleaidéixecutive Retirement Plan (“SERP”) to providetain
officers with supplemental retirement, death arsdblility benefits. In late February 2008, our fbafr directors approved certain actions relatesuloSERP, including
(i) the freezing of additional benefit accrualseetfve February 29, 2008 and (ii) amending the pbgpermit participants to receive in 2009 a lurapdistribution of
the present value of their accrued plan beneBiscause of the elimination of future benefit actsuae also enhanced plan termination benefitg)gréditing each
active participant with three additional years efvice and (ii) crediting each participant who @ ourrently in pay status under the plan with ¢hadditional years of
age in connection with calculating the present@alfiany lump sum distribution to be made in 20@@e recorded a curtailment loss of approximately $8illion in
2008 related to the above-described items. Ircigiatiion of making the lump sum distributions imlg&009, we liquidated our investments in markétagcurities in
the SERP trust and recognized a $4.5 million pxegtn in the second quarter of 2008. We alsomsibrd a one-time settlement charge in the fstrigr of 2009 of
approximately $7.7 million in connection with thevip sum distributions that were made in early 200& use a December 31 measurement date for afilans.

The following is a reconciliation ofettbeginning and ending balances for the aggregatefib obligation and the plan assets for our abeferenced defined
benefit plans.

December 31, 2008 2007 2006
(Dollars in thousands)

Change in benefit obligation

Benefit obligation at beginning of year $ 469,43 474,30: 460,59¢
Service cost 13,76: 16,43: 17,67¢
Interest cost 29,37: 28,18( 25,93t
Plan amendments 2,397 61 (3,82%)
Acquisition - 15,26¢ -
Actuarial (gain) loss (24,819 (16,159 6,78¢
Curtailment 8,23t - -
Settlements (1,945 (410) (13,239
Benefits paid (33,739 (48,24() (19,647)
Benefit obligation at end of year $ 462,70: 469,43 474,30:

Change in plan assets

Fair value of plan assets at beginningeair $ 459,19¢ 452 29: 407,36
Return (loss) on plan assets (123,210 41,537 46,29
Acquisition - 12,50: -
Employer contributions 52,52: 1,51¢ 31,50z
Settlements (1,945 (410) (13,239
Benefits paid (33,739 (48,24() (19,647)
Fair value of plan assets at end of year $ 352,83( 459,19¢ 452 ,29:
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Net periodic pension expense for 2008, 2007 an® 2@fuded the following components:

Year ended December 31, 2008 2007 2006

(Dollars in thousands)

Service cost $ 13,76: 16,43: 17,67¢
Interest cost 29,37: 28,18( 25,93¢
Expected return on plan assets (36,667) (36,78() (32,706
Curtailment loss 8,23¢ - =
Settlements 41C 41C 3,344
Recognized net losses 3,11¢ 7,361 9,67(
Net amortization and deferr 25¢ (131) 19
Net periodic pension expen $ 18,48¢ 15,47; 23,94

The following table sets forth the combined plaosided status and amounts recognized in our ciolagetl balance sheet at December 31, 2008, 2002G061

December 31, 2008 2007 2006
(Dollars in thousands)

Benefit obligation $ (462,70)) (469,43) (474,307
Fair value of plan assets 352,83( 459,19¢ 452,29:
Net amount recognize $ (109,87)) (10,239) (22,009

In accordance with SFAS 158, the unamortized m#ovice cost ($1.2 million as of December 31, 2QG08) unrecognized net actuarial loss ($206.9 miltis of
December 31, 2008) components have been reflestadb208.1 million net reduction ($128.2 millioteaftax) to accumulated other comprehensive logisinvi
stockholders’ equity. The estimated amount of dization expense (income) of the above unrecogréredunts that will be amortized from accumulatdueot
comprehensive loss and reflected as a componergtgferiodic pension cost for 2009 are (i) $238,f20@he prior service cost and (ii) $24.2 millitor the net actuarial
loss (which includes the $7.7 million settlemerarfe mentioned above).

Amounts recognized on the balance stmist of:

December 31, 2008 2007

(Dollars in thousands)

Pension asset (reflected in Other Assets)* $ - 28,53¢
Accrued expenses and other current liabilities* (37,819 (1,479
Other deferred credits* (72,059 (37,296
Net amount recognize $ (109,877) (10,239

* |n accordance with SFAS 158, those plans thaioaerfunded are reflected as assets; those lahare underfunded are reflected as liabilities.
Our aggregate accumulated benefit obligation d@eaember 31, 2008 and 2007 was $418.8 million @id$ million, respectively.
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Assumptions used in accounting for pEmplans as of December 31, 2008 and 2007 were:

2008 2007

Determination of benefit obligation

Discount rate 6.6(-6.9(% 6.3(-6.5C

Weighted average rate of compensatiorease 4.0% 4.0
Determination of benefit cost

Discount rate 6.3(-6.5(% 5.8C

Weighted average rate of compensatiorease 4.0% 4.0

Expected return on plan assets 8.250% 8.2t

We employ a total return investment approach wheeetmix of equities and fixed income investmentsesed to maximize the long-term return of plarisstor
a prudent level of risk. The intent of this stgptés to minimize plan expenses by outperformirangiabilities over the long term. Risk toleramg@stablished through
careful consideration of plan liabilities, plan fled status and corporate financial condition. Vasare and monitor investment risk on an ongoisghhrough annu
liability measurements, periodic asset studiesparbdic portfolio reviews. The fair value of stdostially all of our pension plan assets is detegdiby reference to
observable market data consisting of published etauotes.

Our pension plans weighted-average adeeations at December 31, 2008 and 2007 by assegory are as follows:

2008 2007
Equity securities 64.2% 70.€
Debt securities 32.7 27.2
Other 3.C 2.C
Total 100.(% 100.(

In determining the expected return on plan assetstudy historical markets and apply the widelgegted capital market principle that assets wigfhéi
volatility and risk generate a greater return dherlong term. We evaluate current market factach as inflation and interest rates before deténgilong-term capital
market assumptions. We also review peer data starical returns to check for reasonableness.

During 2008, we contributed approximately $52.5liomilto our pension plans. The amount of the 26@®ribution will be determined based on a numlfer o
factors, including the results of the 2009 actlasduation report. While we expect our requirethimum cash contribution for these plans for 200®¢ minimal, we
may make discretionary contributions in 2009.

Our estimated future projected benefit paymenteuondr defined benefit pension plans are as fol@989 - $68.1 million (which includes approximst&B7
million of lump sum distributions made in early 20&lated to the SERP); 2010 - $34.6 million; 20%B4.1 million; 2012 - $35.3 million; 2013 - $37dllion; and
2014-2018 - $204.7 million.

Through December 31, 2006, we also sponsored aroegStock Ownership Plan (“ESOP”) which covereastremployees with one year of service and was
funded by our contributions determined annuallyth®yBoard of Directors. Our expense related tdB8OP during 2006 was $7.9 million. Our contribuito the ESC
was discontinued after 2006.
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We also sponsor qualified profit sharing plans pard to Section 401(k) of the Internal Revenue Qe “401(k) Plans”) which are available to substly all
employees. Our matching contributions to the 4pR{&ns were $10.5 million in 2008, $10.6 million2007 and $8.6 million in 2006.

12) INCOME TAXES

Income tax expense included in the Consolidatete®imnts of Income was as follows:

Year ended December 31, 2008 2007 2006
(Dollars in thousands)
Federal
Current 141,60: 192,42: 146,20:
Deferred 59,66¢ 2,22( 37,68
State
Current (14,765 7,13( 25,23¢
Deferred 7,84¢ (1,207) 11,99¢
194,35 200,57: 221,12:
Income tax expense was allocated as follows:
Year ended December 31, 2008 2007 2006
(Dollars in thousands)
Income tax expense in the consolidated stateméisame 194,35 200,57: 221,12:
Stockholders’ equity:
Compensation expense for tax purposes iassxef amounts recognized for financial reportingppse (1,129 (6,427 (12,039
Tax effect of the change in accumulated mtioenprehensive loss (47,587) (34,985 (63,83))
The following is a reconciliation from the statwtdederal income tax rate to our effective incomreriate:
Year ended December 31, 2008 2007 2006
(Percentage of pre-tax income)
Statutory federal income tax rate 35.(% 35.C 35.C
State income taxes, net of federal income tax lienef 2C 28 4.1
Recognition of previously unrecognized tax benefits (2.9 (5.9 -
Other, net - (0.2 1.7
Effective income tax rate 34.7% 32.4 37.
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In 2008 and 2007, we recognized net after-tax lisnef approximately $12.8 million and $32.7 mitliorespectively, which includes related interest msmet of
federal benefit, related to the recognition of wegly unrecognized tax benefits. See below falitazhal information. Income tax expense was rediicy
approximately $1.7 million in 2008 and $6.4 millian2006 due to the resolution of various incomeaadit issues.

The tax effects of temporary differences that géseto significant portions of the deferred tagets and deferred tax liabilities at December 8082and 2007
were as follows:

December 31, 2008 2007
(Dollars in thousands)

Deferred tax assets

Postretirement and pension benefit costs $ 155,77. 119,11¢
Net state operating loss carryforwards 35,54¢ 31,64¢
Other employee benefits 24,47 22,22¢
Other 37,94¢ 49,84’
Gross deferred tax assets 253,74( 222,83!
Less valuation allowance (33,85¢%) (30,907
Net deferred tax assets 219,88. 191,92¢

Deferred tax liabilities

Property, plant and equipment, primarily tmelepreciation differences (343,81)) (373,18)
Goodwill and other intangible assets (688,76%) (604,809
Other (11,986 (12,900
Gross deferred tax liabilities (1,044,56) (990,890

Net deferred tax liabilit $ (824,68)) (798,96

Of the $824.7 million net deferred tax liability asDecember 31, 2008, approximately $854.1 milimreflected as a net long-term liability (in “@thdeferred
credits”) and approximately $29.4 million is refied as a net current deferred tax asset (in “Gtheent assets”).

We establish valuation allowances when necessamdiace the deferred tax assets to amounts we tegpegalize. As of December 31, 2008, we hadlabbs
tax benefits associated with net state operatisg ¢arryforwards, which expire through 2028, of.$38illion. The ultimate realization of the bengfof the
carryforwards is dependent upon the generationtafé taxable income during the periods in whidsthtemporary differences become deductible. \dsider our
scheduled reversal of deferred tax liabilities jgected future taxable income, and tax planningegias in making this assessment. As a resulidf assessment, we
reserved $33.9 million through the valuation alloemas of December 31, 2008 as it is more likedy thot that this amount of net operating loss éarwards will not
be utilized prior to expiration.

In June 2006, the Financial Accounting Standardasr@dssued Interpretation No. 48, “Accounting farddrtainty in Income Taxes” (“FIN 48™yhich clarifies th
accounting for uncertainty in income taxes recoguin financial statements. FIN 48 required ugative January 1, 2007, to recognize and measurbenefits taken
expected to be taken in a tax return and disclosertainties in income tax positions.
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Upon the initial adoption of FIN 48, we recordeduenulative effect adjustment to retained earnirgsfalanuary 1, 2007 (which increased retainedegstby

approximately $478,000 as of such date) relateettain previously unrecognized tax benefits thatnt meet the criteria for liability recognitiapon the adoption o
48.

During 2008, primarily as a result of certain issbeing effectively settled through examinatior, taxx expense was reduced approximately $12.8ami(lincludi
related interest and net of federal benefit) up@nrecognition of amounts that were previouslye#d as a liability for unrecognized tax benefits.

During 2007, primarily as a result of certain issbeing effectively settled through examination #rellapse of statute of limitations, our tax exg®was reduce
approximately $32.7 million (including related irest and net of federal benefit) upon the recogmitif amounts that were previously reflected aalality for
unrecognized tax benefits.

The following table reflects the activity of ourogs unrecognized tax benefits (excluding both @sieand any related federal benefit) during 2008{ants expre
in thousands).

Unrecognized tax benefits at January 1, 2008 $ 33,82¢
Increase in tax positions taken in the current year 32C
Decrease due to the reversal of tax positions takarprior year (12,315
Decrease from the lapse of statute of limitations (1,840)
Unrecognized tax benefits at December 31, 2008 $ 19,99:

Of the above ending balance of $20.0 million, agpnately $4.1 million is included as a component@éferred credits and other liabilitieghd the remainder
included in “Other current assets”If we were to prevail on all unrecognized tax bésefcorded on our balance sheet, approximately3illion (including interest
net of federal benefit) would benefit the effecttas rate.

Our policy is to reflect accrued interest assodatéh unrecognized tax benefits as income tax. Hakk accrued interest (presented before relateleiagfits) of
approximately $5.3 million and $12.9 million as@&cember 31, 2008 and December 31, 2007.
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We file income tax returns, including returns for subsidiaries, with federal, state and locakgidgtions. Our uncertain income tax positionsratated to tax
years that are currently under or remain subjeektmination by the relevant taxing authoritiesur @pen income tax years by major jurisdiction aséollows.

Jurisdiction Open tax years
Federal 2005-current
State
Georgia 2002-current
Louisiana 2005-current
Oregon 2002-current
Wisconsin 2003-current
Other states 2002-current

Since the period for assessing additional liabtlfyically begins upon the filing of a return, stpossible that certain jurisdictions could ass@ss$or years prior t
the open tax years disclosed above. Additiondlig,possible that certain jurisdictions in whisle do not believe we have an income tax filing cesibility, and
accordingly did not file a return, may attempt $sess a liability, or that other jurisdictions tbigh we pay taxes may attempt to assert that weanldéional taxes.

Based on (i) the potential outcomethete ongoing examinations, (ii) the expiratiostatute of limitations for specific jurisdictionj) the negotiated
settlement of certain disputed issues, or (iv)resgliction’s administrative practices, it is reaably possible that the related unrecognized taefisrfor tax positions
previously taken may decrease by up to $12.3 milliithin the next 12 months. The actual amourduzh decrease, if any, will depend on several éudavelopments
and events, many of which are outside our control.
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13) EARNINGS PER SHARE

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

Year ended December 31, 2008 2007 2006

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

Income (Numerator):

Net income $ 365,73 418,37( 370,02°

Dividends applicable to preferred stock (155) (36€) (380)

Net income applicable to common stock for compubiagic earnings per she 365,57 418,00: 369,64

Interest on convertible debentures, net of tax - 2,83: 4,82¢

Dividends applicable to preferred stock 15E 36€ 38C

Net income as adjusted for purposes of compudiluted earnings per share $ 365,73. 421,20: 374,85

Shares (Denominator):
Weighted average number of shares:

Outstanding during period 103,46 110,18 117,36

Nonvested restricted stock (1,199 (82%) (692)
Weighted average number of shares outstandinggiperiod for computing basic earnings per share 102,26¢ 109,36( 116,67:
Incremental common shares attributable to dilusieeurities:

Shares issuable under convertible securities 16¢ 2,951 4,49¢

Shares issuable upon settlement of accetesti@re repurchase agreements - - 36E

Shares issuable under incentive compensplions 434 78% 70C
Number of shares as adjusted for purposccomputing diluted earnings per share 102,87: 113,09: 122,22¢
Basic earnings per share $ 3.57 3.82 3.17
Diluted earnings per share $ 3.5€ 3.72 3.07

In July 2007, we called for redemption on August2@07 all of our $165 million aggregate principatount 4.75% convertible senior debentures, SKriesie
2032. In accordance with the indenture, holdetdctelect to convert their debentures into shaféemturyTel common stock at a conversion pric848.455 per sha
prior to August 10, 2007. In lieu of cash redemptiholders of approximately $149.6 million aggrtegarincipal amount of the debentures elected e their holdir
into approximately 3.7 million shares of Century€emmon stock.

In connection with calculating our diluted earninmgs share in 2006 for our accelerated share repasecprogram discussed in Note 9, we assumed te&eated
share repurchase market price adjustment woul@ttled through our issuance of additional shareoafmon stock, which was allowed (at our discrégtiarthe
agreement. Accordingly, the estimated shareslidgsueased on the fair value of the forward contveas included in the weighted average shares oulistg for the
computation of diluted earnings per share.
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The weighted average number of shares of commak stbject to issuance under outstanding optioaitsvilere excluded from the computation of diluted
earnings per share because the exercise price option was greater than the average market pfitee common stock was 2.1 million for 2008, 7@®,6or 2007 and
1.0 million for 2006.

In June 2008, the Financial Accounting Standardsr@dssued FSP EITF 03-6-1, “Determining Whethstriiments Granted in ShaBased Payment Transactic
Are Participating Securities”. Based on this pnamzement, we have concluded that our outstandingvested restricted stock is a participating ségamd therefore
should be included in the earnings allocation impating earnings per share using the tlass method. The pronouncement is effective $dveginning in first quarte
2009 and, upon adoption, will require us to recastpreviously reported earnings per share. [fdiluted earnings per share would have been caémilasing the
provisions of FSP EITF 03-6-1 for 2008, our dilutstnings per share would have been $3.52 per abarempared to $3.56 per share.

(14) STOCK COMPENSATION PROGRAMS

Effective January 1, 2006, we adopted the provismfrStatement of Financial Accounting StandardsI¥8 (Revised 2004), “Share-Based Paymer8FAS 12
(R)"). SFAS 123(R) requires us to measure our cost ofdingiemployees with equity instruments based uperfdir value of the award on the grant date. Swch v
be recognized as compensation expense over thedmkriing which the employee is required to proadevice in exchange for the award. Compensatishis also
recognized over the applicable remaining vestingpgdor any outstanding options that were notyfwiésted as of January 1, 2006. We did not hayeiawested
outstanding options as of January 1, 2006 sincéoard of Directors accelerated the vesting ofiallested options effective as of December 31, 20UB.elected the
modified prospective transition method as permitigBFAS 123(R); accordingly, we did not restaiergperiod results.

We currently maintain programs which allow the Bbaf Directors, through its Compensation Committegrant incentives to certain employees and atside
directors in any one or a combination of severahfg including incentive and non-qualified stockiops; stock appreciation rights; restricted stahkg performance
shares. As of December 31, 2008, we had reseptximately 5.5 million shares of common stock ethinay be issued in connection with awards undecouent
incentive programs. We also offer an Employee ISRirchase Plan whereby employees can purchasmoumon stock at a 15% discount based on the lofitkeo
beginning or ending stock price during recurringrsionth periods stipulated in such program.

In late February 2008, the Compensdfiommittee authorized all long-term incentive gsdior 2008 to be in the form of restricted stocktéad of a mix of
stock options and restricted stock as had beertegtam recent years. During 2008, prior to thithatzation, 25,700 options were granted with aghted average grant
date fair value of $8.85 per share using a Bladkes option pricing model using the following asstions: dividend yield - .6%; expected volatilit5%; weighted
average risk free interest rate - 2.9%; and expeeten - 4.5 years.
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During 2007 we granted 983,920 stock options wiiireise prices at market value. The weightedamefair value of each option was estimated akefiate ¢
grant to be $14.57 using a Black-Scholes optiocimgimodel using the following assumptions: dividgield - .6%; expected volatility - 28% (execuetiofficers) and
25% (all other employees); weighted average rigk fnterest rate - 4.6% (rates ranged from 3.5%1t%); and expected term - 6.5 years (executiviee#) and 4.5
years (all other employees).

During 2006 we granted 1,007,175 stock options exércise prices at market value. The weightedageefair value of each of the 2006 options waisneséed
as of the date of grant to be $12.75 using a B&dheles option-pricing model with the following asmptions: dividend yield - .7%; expected volatilitg0%; weighted
average risk-free interest rate - 4.65% (ratesedrigom 4.28% to 5.22%); and expected option lifeyears (executive officers) and 5 years (all o#mployees).

All of the options described in the preceding thpaeagraphs expire ten years after the date ot grahhave a three-year vesting period.

The expected volatility was based on the histono#dtility of our common stock over the 6.5- an8-4year terms mentioned above. The expectedwersn
determined based on the historical exercise aréifiore rates for similar grants.

Stock option transactions during 2008enaes follows:

Remaining Aggregate
Number Average contractual intrinsic
of options price term (in year: value
Outstanding December 31, 2007 3,632,200 $ 36.8(
Granted 25,70( 36.1<
Exercised (43,210) 32.52
Forfeited/Cancelled (87,54%) 42.4(
Outstanding December 31, 2008 3,527,14 $ 36.71 57 % 59,00(
Exercisable December 31, 2008 2,617,960 $ 34.72 4¢ % 59,00(

During 2008, we issued 643,397 shares of restrigtigek to certain employees and our outside direcba weighted-average price of $34.86 per sharging
2007, we issued 288,896 shares of restricted $tockrtain employees and our outside directorsvagighted-average price of $45.89 per share. QuWD06, we issued
293,943 shares of restricted stock to certain eyeg® and our outside directors at a weighted-aegueage of $36.02 per share. Such restricted stesks over a fivere
period (for employees) and a three-year perioddidside directors). Nonvested restricted stomkgactions during 2008 were as follows:
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Number Average gre

of shares date fair val
Nonvested at January 1, 2C 846,88( $ 36.8%
Granted 643,39 34.8¢
Vested (181,310 38.3(
Forfeited (19,35() 35.6:¢
Nonvested at December 31, 2( 1,289,61 $ 35.61

The total compensation cost for share-based payamsrigements in 2008, 2007 and 2006 was $16.mi$20.0 million and $11.9 million, respectivelWe
recognized a tax benefit related to such arrangesdrapproximately $5.8 million in 2008, $7.5 riwh in 2007 and $4.5 million in 2006. As of DeceanB1, 2008, th
was $35.3 million of total unrecognized compensatiost related to the share-based payment arramggeméhich is expected to be recognized over ahtetzaverage
period of 3.2 years.

We received net cash proceeds of $1.4 million du208 in connection with option exercises. THeltmtrinsic value of options exercised (the amdunwhich
the market price of the stock on the date of egerekceeded the market price of the stock on tteead@rant) was $208,000 during 2008, $17.2 nilliluring 2007 and
$31.0 million during 2006. The excess tax benefiized from stock options exercised and restlisteck released during 2008 was $90,000. The f@itatalue of
restricted stock that vested during 2008, 2007,2006 was $6.2 million, $6.4 million, and $2.6 moifi, respectively.

(15) GAIN ON ASSET DISPOSITIONS

In third quarter 2008, we sold our interest in a4operating investment for approximately $7.2 miiliand recorded a pre-tax gain of approximatel? $3.
million. In anticipation of making the lump sunsttibutions in early 2009, we liquidated our inveshts in marketable securities in the SERP trustracognized a
$4.5 million pre-tax gain in the second quarte2@®8. In first quarter 2008, we sold a non-opagaithvestment for approximately $4.2 million andorled a pre-tax
gain of approximately $4.1 million.

In the third quarter of 2007, we reaatc pre-tax gain of approximately $10.4 milliotated to the sale of our interest in a real egtaténership. In April 2006,
upon dissolution of the Rural Telephone Bank (“RY,Bile received $122.8 million in cash for redemptid our investment in stock of the RTB and recdrdepre-tax
gain of approximately $117.8 million in the secaquhrter of 2006 related to this transaction. Ufieal distribution of all funds related to the RTBssolution in
November 2007, we received an additional $5.2 omltash and recorded a-tax gain of such amount. Such gains are includé®ther income (expense)” on our
Consolidated Statements of Income.
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(16) SUPPLEMENTAL CASH FLOW AND OTHERIBCLOSURES

The amount of interest actually paid, net of amswaipitalized of $2.4 million, $1.3 million, and.$Imillion during 2008, 2007 and 2006, respectiyalgs
$204.1 million, $205.2 million, and $191.9 millieluring 2008, 2007 and 2006, respectively. Incomxes paid were $208.8 million in 2008, $185.3 wiillin 2007, an
$212.4 million in 2006. Income tax refunds tota$d6 million in 2008, $1.1 million in 2007, and ®3nillion in 2006.

We have consummated the acquisitions of variousatipes, along with certain other assets, durimgttinee years ended December 31, 2008. In coonestth
these acquisitions, the following assets were aeduand liabilities assumed:

Year ended December 31, 2008 2007 2006
(Dollars in thousands)

Property, plant and equipment, net $ - 208,31° -
Goodwill - 579,78( -
Long-term debt, deferred credits and other ligbsit - (654,69:) -
Other assets and liabilities, excluding cash amstt eguivalents o 173,40: 5,22
Decrease in cash due to acquisitions $ - 306,80! 5,22z

See Note 2 for additional information related to acquisition of Madison River in 2007.

In June 2006, the Financial Accounting Standardsr@dssued EITF 06-3, “How Taxes Collected Fromt@uers and Remitted to Governmental Authorities
Should be Presented in the Income Statement” (“EIGH3"), which requires disclosure of the accouptaolicy for any tax assessed by a governmenthiosity that is
directly imposed on a revenue-producing transactiMe adopted the disclosure requirements of EI4 @ffective January 1, 2007.

We collect various taxes from our customers andagibently remit such funds to governmental autlesritSubstantially all of these taxes are recotdesligh
the balance sheet. We are required to contrilbuteeral universal service fund programs and géigenclude a surcharge amount on our customelis’which is
designed to recover our contribution costs. Sumbumts are reflected on a gross basis in our stateaf income (included in both operating reveramss expenses) a
aggregated approximately $42 million for 2008, $4illion for 2007 and $40 million for 2006.

114



@a7) FAIR VALUE OF FINANCIAL INSTRUMEN®
The following table presents the carrying amounts$ estimated fair values of certain of our finahoiatruments at December 31, 2008 and 2007.
Carrying Fair

Amount value
(Dollars in thousands

December 31, 2008

Financial assets

Other $ 129,98: 129,98: (2)
Financial liabilities

Long-term debt (including current maturities) $ 3,314,52 2,720,22° (1)
Other $ 56,57( 56,57( (2)
December 31, 2007
Financial assets
Interest rate swaps $ 3,04¢ 3,04¢ (2)
Other $ 168,03¢ 172,17¢ (2)
Financial liabilities
Long-term debt (including current maturities) $ 3,014,25! 2,975,70° (1)
Interest rate swaps $ 834 834 (2)
Other $ 57,631 57,637 (2)

(1) Fair value was estimated by discounting ttteeduled payment streams to present value basedrafes currently available to us for similar debt.
(2) Fair value was estimated by us to approximateying value or is based on current market mfation.

We believe the carrying amount of cash and caslvalgmts, accounts receivable, short-term debpaus payable and accrued expenses approximatésrthe
value due to the short maturity of these instrusienhich have not been reflected in the above table

In September 2006, the Financial Accounting Stathsl Board issued Statement of Financial AccourBi@ndards No. 157 “Fair Value Measurements” (“SFAS
157"). SFAS 157, effective for us beginning Jagugr2008, defines fair value, establishes a fraorkvior measuring fair value and expands the d&gies about fair
value measurements required or permitted under att@unting pronouncements. SFAS 157 establslieee-tier fair value hierarchy, which prioritizéhe inputs
used to measure fair value. These tiers includgelLl (defined as observable inputs such as quoékiet prices in active markets); Level 2 (defiasdnputs other
than quoted prices in active markets that are edhectly or indirectly observable); and Leveld&{ined as unobservable inputs in which little ommarket data exists).

As of December 31, 2008, we held lifsurance contracts with cash surrender value teakeguired to be measured at fair value on a regubasis. The
following table depicts those assets held andetated tier designation pursuant to SFAS 157.
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Balance
Description Dec. 31, 200 Level 1 Level 2 Level 3
(Dollars in thousands)

Cash surrender value of life insurance contracts $ 96,60¢ 96,60¢ - -

(18) BUSINESS SEGMENTS

We are an integrated communications company engagadrily in providing an array of communicatiogervices to our customers, including local exchange
long distance, Internet access and broadband servié/e strive to maintain our customer relatiogpsiy, among other things, bundling our serviceraffys to provide
our customers with a complete offering of integdatemmunications services.

Our operating revenues for our prodacid services include the following components:

Year ended December 31, 2008 2007 2006

(Dollars in thousands)

Voice $ 874,04: 889,96( 871,76
Network acces 820,38 941,50¢ 878,70:.
Data 524,19 460,75! 351,49!
Fiber transport and CLEC 162,05( 159,31° 149,08t
Other 219,07¢ 204,70: 196,67¢
Total operating revenues $ 2,599,74 2,656,24 2,447, 73

For a description of each of the sources of revensee “Iltems 1 and 7” elsewhere in this report.

Interexchange carriers and other accounts rec&\@bthe balance sheets are primarily amountsrdue farious long distance carriers, principally AT&and
several large local exchange operating companies.

19) COMMITMENTS AND CONTINGENCIES
Construction expenditures and investments in vekjdduildings and equipment during 2009 are estichiat be between $280-300 million , excluding

nonrecurring capital expenditures expected to anigef our pending EMBARQ acquisition . We getigrdo not enter into firm, committed contracts farch
activities.
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In_ Barbrasue Beattie and James Sowibebalf of themselves and all others similarlyatiéd, v. CenturyTel, Ing¢filed on October 28, 2002, in the United St
District Court for the Eastern District of MichigéBase No. 02-10277), the plaintiffs allege thatumgustly and unreasonably billed customers foidesvire
maintenance services, and seek unspecified mondaanages and injunctive relief under various I¢igabries on behalf of a purported class of overnvilion
customers in our telephone markets. On March @06 2the Court certified a class of plaintiffs asslied a ruling that the billing descriptions wedifor these services
during an approximately 18-month period betweero®et 2000 and May 2002 were legally insufficie®ur appeal of this class certification decision wasied. Our
preliminary analysis indicates that we billed l#ssn $10 million for inside wire maintenance seegicinder the billing descriptions and time perisuiscified in the
District Court ruling described above. Should othiding descriptions be determined to be inadée e if claims are allowed for additional time ipels, the amount of
our potential exposure could increase significaalpve amounts previously accrued. The Court’sroddes not specify the award of damages, the soogh@mounts
of which, if any, remain subject to additional fdiciding and resolution of what we believe are dalefenses to plaintiff's claims. Accordingly, wearrently cannot
reasonably estimate the maximum amount of poskibteif this matter proceeds to litigation. Howewee do not believe that the ultimate outcomehaf matter will
have a material adverse effect on our financialtipmsor on-going results of operations.

From time to time, we are involved in other prodagd incidental to our business, including admmaiste hearings of state public utility commissioakating
primarily to rate making, actions relating to emyae claims, occasional grievance hearings beftwar leegulatory agencies and miscellaneous thirty part
actions. The outcome of these other proceedmgstipredictable. However, we do not believe thatultimate resolution of these other proceediafier considering
available insurance coverage, will have a matedakrse effect on our financial position, resuftegerations or cash flows.

(20) SUBSEQUENT EVENT

On January 23, 2009, EMBARQ announced that it mk€eired into an amendment to its Credit Agreemetgdias of May 10, 2006. Amendment No. 1 will
become effective only upon the consummation opereding merger between a subsidiary of Centuryfi@lEMBARQ, and the satisfaction of other conditispscifiec
in Amendment No. 1. Amendment No. 1 effects a waof the event of default that would have arisedar the Credit Agreement solely as a result ofteeger and
enables the Credit Agreement, as amended, to ramplace after the merger is completed. Previguslconnection with the merger agreement datemi@@ec 26,
2008, we had entered into a commitment letter wattious lenders which provided for an $800 milllmidge facility that would be available to, amortgey things,
refinance borrowings under the Credit Agreemenhéevent a waiver of the event of default arignoegn the consummation of the merger could not Hzeen obtained
and other financing was unavailable. On Januar@a9, we terminated the commitment letter. Upptering into and terminating the commitment letiez paid an
aggregate of $8 million to the lenders. Such aruiilhbe reflected as an expense in the first tgraof 2009.

On January 27, 2009, EMBARQ stockholders approkectoposed merger and CenturyTel shareholdersegupthe issuance of CenturyTel common stock to
EMBARQ shareholders in connection with the propasedger.
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CENTURYTEL, INC.
Consolidated Quarterly Income Statement Information

(Unaudited)
First Second Third Fourth
quarter quarter quarter quarter
(Dollars in thousands, except per share amounts)

2008 (unaudited)

Operating revenues $ 648,61« 658,10¢ 650,07: 642,95:
Operating income $ 183,49: 180,69 180,72 176,44,
Net income $ 88,76( 92,167 84,73: 100,07:
Basic earnings per share $ .84 .8¢ .84 1.01
Diluted earnings per share $ .83 8¢ .84 1.01
2007

Operating revenues $ 600,85! 689,99: 708,83: 656,56
Operating income $ 168,08: 231,83¢ 224,18! 168,97-
Net income $ 77,87( 112,26! 113,20: 115,03¢
Basic earnings per share $ .7C 1.02 1.04 1.0t
Diluted earnings per share $ 68 1.0C 1.01 1.04
2006

Operating revenues $ 611,29: 608,90° 619,83 607,69!
Operating income $ 157,92: 164,99: 168,94 173,67¢
Net income $ 69,26( 152,21( 76,32¢ 72,23
Basic earnings per share $ 57 1.32 .6€ .63
Diluted earnings per share $ 58 1.2¢ .64 .62

In the first quarter of 2008, we recognized a $4illion pre-tax gain upon the sale of a non-opegthvestment. In the second quarter of 2008,egegnized an
$8.2 million curtailment loss in connection with @nding our SERP. We also recognized a $4.5 miffi@atax gain upon liquidation of our investmemtsriarketable
securities in the SERP trust in the second quaft2008. In the third quarter of 2008, we recordezhe-time pre-tax gain of approximately $3.2ionillrelated to the
sale of a non-operating investment. In the fogrthrter of 2008, we recognized (i) a net benefamgroximately $12.8 million after-tax related be trecognition of
previously unrecognized tax benefits, (ii) a prettenefit of approximately $10.0 million relatedth® recognition of previously accrued transactiglated and other
contingencies and (iii) a $5.0 million charge ass®d with costs associated with our pending adtiprisof EMBARQ.

In the third quarter of 2007, we re@atc one-time pre-tax gain of approximately $10ian related to the sale of our interest in al lestate partnership. The
results of operations of the Madison River progsrtre reflected in the above table subsequehetgril 30, 2007 acquisition date. In second tpra2007, we
recorded $49 million of revenues upon the settléroéa dispute with a carrier. In third quarte0ZQwe recognized $42.2 million of revenues up@nekpiration of a
regulatory monitoring period. In fourth quartel0ZQwe recognized a net benefit of approximatel®. $3nillion after-tax related to the release ofvwasly
unrecognized tax benefits. In fourth quarter 200 recorded a pre-tax charge of approximately@#éllion related to the impairment of certain eff CLEC assets.

118



The fourth quarter of 2006 included an $11.7 millpye-tax charge related to the impairment of aertan-operating investments. The second quaft2006
included a $117.8 million pre-tax gain recordedmfite redemption of Rural Telephone Bank stockafé.4 million net tax benefit due to the resolutid various
income tax audit issues.

Item 9. Changes in and Disagreements With Accountants oncgounting and Financial Disclosure

None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedur We maintain disclosure controls and procedursggded to provide reasonable assurances that iat@mrequired
be disclosed by us in the reports we file undeiSeeurities Exchange Act of 1934 is timely recorgegdcessed, summarized and reported as requdad Chief Execu
Officer, Glen F. Post, Ill, and our Chief Finand@ifficer, R. Stewart Ewing, Jr., have evaluateddisclosure controls and procedures as of DeceBhe2008. Based
the evaluation, Messrs. Post and Ewing concludatdir disclosure controls and procedures have éfective in providing reasonable assurance tigt have been
timely alerted of material information requiredite filed in this annual report. Since the dat®&leksrs. Post’s and Ewing’s most recent evaluatiendid not make any
change to our internal control over financial rejmgy that materially affected, or that we beliesgeasonably likely to materially affect, our imtef control over financi
reporting. The design of any system of controlsased in part upon certain assumptions aboutkékhlbod of future events and contingencies, dredd can be no
assurance that any design will succeed in achidtsregated goals. Because of inherent limitatioreny control system, misstatements due to enrénraud could occur
and not be detected.

Reports on Internal Control Over Financial Repogiii We incorporate by reference into this Item 9Atygorts appearing at the forefront of Item Binancial Statem
and Supplementary Data”.

ltem 9B.  Other Information

In February 2009, the Compensation Cdtemof the Board granted equity awards and tdbkrorelated actions, including establishing farisemanagement
bonus targets for 2009 based upon attaining cestauified levels of operating cash flow and eneFusvenues.
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PART 1l

Item 10. Directors, Executive Officers and Cqrorate Governance

The name, age and office(s) held bjhedour executive officers are shown below. Eafthe executive officers listed below serves atpleasure of the Boa
of Directors.

Name Age Office(s) held with CenturyTel

Glen F. Post, Il 56 Chairman of the Board of Directors
and Chief Executive Officer

Karen A. Puckett 48 President and Chief Operating Officer

R. Stewart Ewing, Jr. 57 Executive Vice President and
Chief Financial Officer

David D. Cole 51 Senior Vice President —
Operations Support

Stacey W. Goff 43 Senior Vice President, General Counsel
and Secretary

Michael Maslowski 61 Senior Vice President and
Chief Information Officer

Each of our executive officers has served as aoenfof CenturyTel and one or more of its subsidmin varying capacities for more than the pas fiears.

The balance of the information requibgdtem 10 is incorporated by reference to ouird@fe proxy statement relating to our 2008 anrakting of
stockholders (the "Proxy Statement"), which Protgt&nent will be filed pursuant to Regulation 14hin the first 120 days of 2009.
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Item 11.  Executive Compensation

The information required by Item 11 is incorporabsdreference to the Proxy Statement.

Iltem 12.  Security Ownership of Certain Benefial Owners and Management

The following table provides informatiabout shares of CenturyTel common stock authfizeissuance under our existing equity compeasgilans as of

December 31, 2008.

()
Number of securities
be issued upo

(c)
Number of securiti
remaining availab
for
(b) future issuance un
Weightedaverage  plans (excluding

exercise price ol securities reflectec

conversior
Plan category of outstanding option outstanding optiol column (a))
Equity compensation plans approved by securitydrsld 3,527,14 $ 36.71 1,987,30
Employee Stock Purchase Plan approved by shargkolde - - 4,321,224
Equity compensation plans not approved by sechotgiers - - -
Totals 3,5627,14 - 6,308,54!

The balance of the information required by Itemislihcorporated by reference to the Proxy Statement

Item 13.  Certain Relationships and Related Tnasactions

The information required by Item 13 is incorporalgdreference to the Proxy Statement.

Iltem 14.  Principal Accountant Fees and Servise

The information required by Item 14nisorporated by reference to the Proxy Statement.
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PART IV

Item 15. Exhibits, Financial Statemerchedules, and Reports on Form 8-K

(). Documents filed as a part of this report
(1) The following Consolidated Financial Statementsiactided in Part Il, Item 8:
Report of Management, including its assessmerteéffectiveness of its internal control over ficiahreporting

Reports of Independent Registered Public Accourfting on Consolidated Financial Statements, Firargfatement Schedule and Effectiveness
of the Company’s Internal Control over FinanciapBeing

Consolidated Statements of Income for the yearse@icember 31, 2008, 2007 and 2006

Consolidated Statements of Comprehensive Incomiéoyears ended December 31, 2008, 2007 and 2006
Consolidated Balance Sheets - December 31, 2002@0W

Consolidated Statements of Cash Flows for the yersded December 31, 2008, 2007 and 2006
Consolidated Statements of Stockholders' EquityHeryears ended December 31, 2008, 2007 and 2006
Notes to Consolidated Financial Statem¢

Consolidated Quarterly Income Statement Informafioraudited)

(2) The attached Schedule I, Valuation and Qualifydgounts, is the only applicable schedule that reerequired to file.
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(3) Exhibits:

1 Agreement and Plan of Merger, dated as of Octo6e2@08 among CenturyTel, Embarqg Corporation arjdrCacquisition Company
(incorporated by reference to Exhibit
99.1 of our Current Report on Form 8-K filed on @uer 30, 2008).

3.1 Articles of Incorporation, as amended and restdiesligh November 14, 2008 (incorporated by refezdndExhibit 4.1 of CenturyTel's
registration statement on Form S-3
filed February 9, 2009, File No. 333-157188).

3.2 Bylaws, as amended and restated through AuguQ®3 (incorporated by reference to Exhibit 3.1 wf Gurrent Report on Form 8-K dated
August 29, 2003 and

filed on September 2, 2003).

3.3 Corporate Governance Guidelines, as amended thrdughst 21, 2007 (incorporated by reference to ExI3 of our Quarterly Report on Form
10-Q for the

quarter ended September 30, 2007).

34 Charters of Committees of Board of Directors

(@) Charter of the Audit Committee of the Board of Bigrs, as amended through November 15, 2006 (incaigd by reference to Exhibit 3.4
(a) of our Annual Report on

Form 10-K for the year ended December 31, 2006).

(b) Charter of the Compensation Committee of the Bo&idirectors, as amended through February 27, Z0@orporated by reference to
Exhibit 3.4 of our Quarterly

Report on Form 10-Q for the quarter ended Marct280y).

(c) Charter of the Nominating and Corporate Govern&@mamittee of the Board of Directors, as amendeolidin February 25, 2004
(incorporated by reference to

Exhibit 3.3 of our Annual Report on Form 10-K fbetyear ended December 31, 2003).

(d) Charter of the Risk Evaluation Committee of the Bloaf Directors, as amended through February 268 20ncorporated by reference to
Exhibit 3.4(d) of our

Annual Report on Form 10-K for the year ended Ddzem31, 2007).
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4.1 Form of common stock certificate (incorporated &ference to Exhibit 4.3 of our Annual Report onrrdi0-K for the year ended December 31,

2000).
4.2 Instruments relating to our public senior debt

(a) Indenture dated as of March 31, 1994 between Cgheiand Regions Bank (formerly First American Ba&Krust of Louisiana), as T
(incorporated
by reference to Exhibit 4.1 of our Registrationt&taent on Form S-3, Registration No. 33-52915).

(b) Form of CenturyTel's 7.2% Senior Notes, Series @ 8025 (incorporated by reference to Exhibit 42@ur Annual Report on Form 10
ended December 31, 1995).

(c) Form of CenturyTeB 6.875% Debentures, Series G, due 2028, (incagzbky reference to Exhibit 4.9 to our Annual Reépor Form 1
ended December 31, 1997).

(d) Form of 8.375% Senior Notes, Series H, Due 20B0eid October 19, 2000 (incorporated by referen&xtobit 4.2 of our Quarterly R
10-Q for the quarter ended September 30, 2000).

(e) Form of CenturyTeB 7.875% Senior Notes, Series L, due 2012 (incatpdrby reference to Exhibit 4.2 of our Registratgiatement ¢
S-4, File No. 333-100480).

(f) Third Supplemental Indenture dated as of Februdn2@05 between CenturyTel and Regions Bank, astdeydesignating and outlini

and conditions of CenturyTel’5% Senior Notes, Series M, due 2015 (incorporaye@ference to Exhibit 4.1 of our Current Reort-
dated February 15, 2005).
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(g) Form of 5% Senior Notes, Series M, due 2015 (iretlith Exhibit 4.2(f)).
(h) Fourth Supplemental Indenture dated as of Marct2@67 between CenturyTel and Regions Bank, as deudesignating and outlinin
and conditions of CenturyTal'6.0% Senior Notes, Series N, due 2017 and 5.5%61Sdotes, Series O, due 2013 (incorporated bgre
4.1 of our Current Report on Form 8-K dated MaréhZ007).
(i) Form of 6.0% Senior Notes, Series N, due 2017 a5 Senior Notes, Series O, due 2013 (includedkhiti 4.2(h)).
4.3 Five-Year Revolving Credit Facility, dated December 2@06, between CenturyTel and the lenders namedith@ncorporated by referen

4.3 of our Annual Report on Form 10-K for the yeaded December 31, 2006).

10.1 Qualified Employee Benefit Plans (excluding seveatowbased qualified plans that cover union employeeshwer limited groups of en

@

(b)

CenturyTel Dollars & Sense 401(k) Plan and Trustamended and restated as of December 31, 20@8orated by reference to Exl
our Annual Report on Form 1Kfor the year ended December 31, 2006), amendntieatsto dated December 31, 2007 (incorporate
Exhibit 10.1(a) of our Annual Report on Form KGer the year ended December 31, 2007) and amemictinereto dated November 2
included elsewhere herein.

CenturyTel Union 401(k) Plan and Trust, as ameradetirestated through December 31, 2006 (incorpbiateeference to Exhibit 10.
Annual

Report on Form 16 for the year ended December 31, 2006) and amenmiciimereto dated December 31, 2007, (incorporayeferenc
10.1(b)

of our Annual Report on Form 0for the year ended December 31, 2007), amendthergto dated December 31, 2006 (incorpora
Exhibit

10.1(b) of our Quarterly Report on Form QOfor the quarter ended March 31, 2008) and amentlithereto dated November 20, 200
elsewhere herein.
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(c) Amended and Restated Retirement Plan, effecticé Becember 31, 2006 (incorporated by referendextubit 10.1(c) of our Annual F

10-K for the

year ended December 31, 2006) and amendment thdatstd December 31, 2007 (incorporated by referemBEshibit 10.1(c) of our Ar
Form 10-K

for the year ended December 31, 2007), amendrhergtpb dated as of April 2, 2007 (incorporatedéfenence to Exhibit 10.1(c) of ot
Report on Form

10-Q for the quarter ended March 31, 2008) and dment thereto dated October 24, 2008, includedvsisee herein.

10.2 Stock-based Incentive Plans

(@)

(b)

1983 Restricted Stock Plan, dated February 21, ,1284mended and restated as of November 16, i@@Bgorated by reference to Ex
(e) to our Annual

Report on Form 16 for the year ended December 31, 1995) and amenmidimereto dated November 21, 1996, (incorporagedference
Exhibit 10.1(e) of our

Annual Report on Form 1RB-for the year ended December 31, 1996), and amentthereto dated February 25, 1997 (incorporayet
Exhibit 10.3 of

our Quarterly Report on Form ID+or the quarter ended March 31, 1997), and amentithereto dated April 25, 2001 (incorporatedé
to Exhibit 10.1 of

our Quarterly Report on Form ID+or the quarter ended March 31, 2001), and amentithereto dated April 17, 2000 (incorporatedé
to Exhibit 10.2(a)

of our Annual Report on Form 10-K for the year eh@ecember 31, 2001).

1995 Incentive Compensation Plan approved by Cghélis shareholders on May 11, 1995 (incorporatgddierence to Exhibit 4.4 to
Registration No. 33-60061)

and amendment thereto dated November 21, 1996rfiaaed by Reference to Exhibit 10.1 (I) of oumAial Report on Form 1R-for the
ended December 31,

1996), and amendment thereto dated February 25, (l®8rporated by reference to Exhibit 10.1 of Qurarterly Report on Form 1Q-foi
quarter ended March

31, 1997) and amendment thereto dated May 29, @068rporated by reference to Exhibit 10.1 of owra@erly Report on Form 1Q-for
quarter ended June 30, 2003).
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(i)  Form of Stock Option Agreement, pursuant to 19@®ihtive Compensation Plan and dated as of Feb21arg000, entered in

CenturyTel and its officers (incorporated by refe@to Exhibit 10.1 (t) of our Annual Report on iot0-K for the year ended
December 31, 1999).

(c) Amended and Restated 2000 Incentive Compensatém 8 amended through May 23, 2000 (incorporatedference to Exhibit 10.2 of
our

Quarterly Report on Form 10-Q for the quarter entiete 30, 2000) and amendment thereto dated Ma30P3, (incorporated by reference
to

Exhibit 10.2 of our Quarterly Report on Form 104p the quarter ended June 30, 2003).

(i) Form of Stock Option Agreement, pursuant to thed2@@entive Compensation Plan and dated as of Mag@01, entered into

by CenturyTel and its officers (incorporated byerefhce to Exhibit 10.2(e) of our Annual Report @nrfr 10-K for the year
ended December 31, 2001).

(i) Form of Stock Option Agreement, pursuant to theD2@@entive Compensation Plan and dated as of Bep2b, 2002,

entered into by CenturyTel and its officers (inargied by reference to Exhibit 10.2(d)(ii) of ounual Report on Form
10-K for the year ended December 31, 2002).

(d) Amended and Restated 2002 Directors Stock Optian,Rlated as of February 25, 2004 (incorporateteyence to Exhibit 10.2(e)

of our Annual Report on Form 10-K for the year eh@ecember 31, 2003) and amendment thereto datedh€ 24, 2008, included
elsewhere herein.

() Form of Stock Option Agreement, pursuant to thedoing plan, entered into by CenturyTel in conmectvith options
granted to the outside directors as of May 10, A0@rporated by reference to Exhibit 10.2 of Régint’'s Quarterly
Report on Form 10-Q for the period ended Septerd®e2002).
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(i)  Form of Stock Option Agreement, pursuant to thedoing plan, entered into by CenturyTel in conmectiith options
granted to the outside directors as of May 9, A@@®rporated by reference to Exhibit 10.2(e)(fipar Annual Report on
Form 10-K for the year ended December 31, 2003).

(iii)  Form of Stock Option Agreement, pursuant to thedoing plan, entered into by CenturyTel in conrmectiith options
granted to the outside directors as of May 7, 2@@zbrporated by reference to Exhibit 10.2(d)@f)our Annual Report
on Form 10-K for the year ended December 31, 2005).

(e) Amended and Restated 2002 Management Incentive &wsation Plan, dated as of February 25, 2004 (iocated by reference to

Exhibit 10.2(f) of our Annual Report on Form 10-& the year ended December 31, 2003) and amendheeto dated October 24, 2008,
included elsewhere herein.

() Form of Stock Option Agreement, pursuant to thedoing plan, entered into between CenturyTel an@ioeof its officers and key

employees at various dates since May 9, 2002 (parated by reference to Exhibit 10.4 of our QuytBeport on Form 10-Q for the
period ended September 30, 2002).

(i)  Form of Stock Option Agreement, pursuant to thedoing plan and dated as of February 24, 2003rezhteto by CenturyTel and
its officers (incorporated by reference to Exhiit2(f)(ii) of our Annual Report on Form 10-K fdret year ended December 31, 2002).

(i)  Form of Stock Option Agreement, pursuant to thedoing plan and dated as of February 25, 2004rezhteto by CenturyTel and
its officers (incorporated by reference to Exhitiit2(f)(iii) of our Annual Report on Form I0for the year ended December 31, 20!
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(iv)

V)

(vi)

(vii)

Form of Restricted Stock Agreement, pursuant tdahegoing plan and dated as of February 24, 260&&red into by CenturyTel and
its executive officers (incorporated by refererm&xhibit 10.1 of our Quarterly Report on Form 1GeQthe period ended March 31,
2003).

Form of Restricted Stock Agreement, pursuant tdahegoing plan and dated as of February 25, 260tred into by CenturyTel and
its executive officers (incorporated by refererm&xhibit 10.2(f)(v) of our Quarterly Report on Fod0-Q for the period ended March
31, 2004).

Form of Stock Option Agreement, pursuant to thedoing plan and dated as of February 17, 2005rezhteto by CenturyTel and its
executive officers (incorporated by reference taibi 10.2(e)(v) of our Annual Report on From 10fé¢ the year ended December 31,
2004).

Form of Restricted Stock Agreement, pursuant tdahegoing plan and dated as of February 17, 280&red into by CenturyTel and
its

executive officers (incorporated by reference thiBi 10.2(e)(vi) of our Annual Report on Form KOfor the year ended December
2004).

(f) 2005 Directors Stock Plan (incorporated by refeeeiocour 2005 Proxy Statement filed April 15, 2086) amendment thereto dated Oct:
24, 2008, included elsewhere herein.

(ii)

Form of Restricted Stock Agreement, pursuant tdahegoing plan, entered into between CenturyTdlearch of its outside directors
of May
13, 2005 (incorporated by reference to Exhibit Xif.4ur Current Report on Form 8-K dated May 13)%)0

Form of Restricted Stock Agreement, pursuant tdahegoing plan, entered into between CenturyTdleach of its outside directors

of May
12, 2006 (incorporated by reference to Exhibit Iff.dur Quarterly Report on Form 10-Q for the pérémded June 30, 2006).
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(iii)

()

Form of Restricted Stock Agreement, pursuant tdahegoing plan, entered into between CenturyTdleach of its outside directors

of May
11, 2007, included elsewhere herein.

Form of Restricted Stock Agreement, pursuant tddhegoing plan, entered into between CenturyTdleach of its outside directors

of May
9, 2008, included elsewhere herein.

(g) 2005 Management Incentive Compensation Plan (irncatpd by reference to our 2005 Proxy Statemeed #pril 15, 2005) and amendm

thereto
dated October 24, 2008, included elsewhere herein.

(i)

(ii)

(iii)

(iv)

Form of Stock Option Agreement, pursuant to thedoing plan, entered into between CenturyTel aniiceofficers and key
employees

at various dates since May 12, 2005 (incorporateeference to Exhibit 10.2 of our Quarterly ReprtForm 10-Q for the period
ended

September 30, 2005).

Form of Restricted Stock Agreement, pursuant tdahegoing plan, entered into between CenturyTdl @ertain officers and key
employees

at various dates since May 12, 2005 (incorporateeference to Exhibit 10.3 of our Quarterly RepmnrtForm 10-Q for the period
ended

September 30, 2005).

Form of Stock Option Agreement, pursuant to thedoing plan and dated as of February 21, 2006rezhieto between CenturyTel

and its
executive officers (incorporated by reference thiki 10.2(g)(iii) of our Annual Report on Form X0Ofor the year ended December

31, 2005).

Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 21, 280&red into between Century’
and its executive officers (incorporated by refeeeto Exhibit 10.2(g)(iv) of our Annual Report oarfh 10-K for the year ended
December 31, 2005).
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(v) Form of Stock Option Agreement, pursuant to thedoing plan and dated as of February 26, 2007rezhteto between CenturyTel
and its
executive offices (incorporated by reference toikixi10.1 of our Quarterly Report on Form 10-Q fioe quarter ended March 31,
2007).

(vi) Form of Restricted Stock Agreement, pursuant tdahegoing plan and dated as of February 26, 260t&red into between Century”
and
its executive officers (incorporated by refererm&xhibit 10.2 of our Quarterly Report on Form 1GeQthe quarter ended March 31,
2007).

(vii) Form of Restricted Stock Agreement, pursuant tdahegoing plan and dated as of February 21, 2606&red into between Century’
and
its executive officers (incorporated by refererm&xhibit 10.2 of our Quarterly Report on Form 1Ge®the quarter ended March 31,
2008).

10.3 Other Non-Qualified Employee Benefit Plans

(a) Key Employee Incentive Compensation Plan, datedalgnl, 1984, as amended and restated as of Nover@p&995 (incorporated by
reference to
Exhibit 10.1(f) of our Annual Report on Form XOfor the year ended December 31, 1995) and amemidiimereto dated November 21, 1!
(incorporated
by reference to Exhibit 10.1(f) of our Annual Refpan Form 10-K for the year ended December 31, 1 386endment thereto dated
February 25, 1997
(incorporated by reference to Exhibit 10.2 of owa@Qerly Report on Form 10-Q for the quarter endledch 31, 1997), amendment thereto
dated April
25, 2001 (incorporated by reference to Exhibit idf.8ur Quarterly Report on Form 10-Q for the gemeinded March 31, 2001), amendment
thereto dated
April 17, 2000 (incorporated by reference to Exhitf).3(a) of our Annual Report on Form 10-K for ffemr ended December 31, 2001) and
amendment
thereto dated February 27, 2007 (incorporated feyeace to Exhibit 10.1 of our Quarterly ReportFrm 10-Q for the quarter ended June
30, 2007).
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10.4

(b)

(©)

(d)

(e)

®

()

Supplemental Executive Retirement Plan, 2008 Rasett, effective January 1, 2008, (incorporatedefigrence to Exhibit 10.3(b) of our
Annual Report on

Form 10-K for the year ended December 31, 2007)aaneindment thereto dated May 5, 2008, includedvlisee herein, and amendment
thereto dated October

24, 2008, included elsewhere herein.

Supplemental Dollars & Sense Plan, 2008 Restateratfattive January 1, 2008, (incorporated by esfee to Exhibit 10.3(c) of our Annual
Report on
Form 10-K for the year ended December 31, 2007)aaneindment thereto dated October 24, 2008, incleti=dvhere herein.

Supplemental Defined Benefit Plan, 2008 Restatenedfective as of January 1, 2008, (incorporateddfgrence to Exhibit 10.3(d) of our
Annual

Report on Form 10-K for the year ended DecembeRBQ7) and amendment thereto dated October 24, 2)8ded elsewhere herein.
Amended and Restated Salary Continuation (DisgpHtan for Officers, dated November 26, 1991 (ipovated by reference to Exhibit
10.16 of

our Annual Report on Form 10-K for the year ended@nber 31, 1991).

2005 Executive Officer Short-Term Incentive Progr@ncorporated by reference to our 2005 Proxy $tat# filed April 5, 2005).

2001 Employee Stock Purchase Plan (incorporataéfeyence to our 2001 Proxy Statement).

Employment, Severance and Related Agreements

@)

(b)

Amended and Restated Change of Control Agreemiattiee January 1, 2008, by and between Glen Bt,Pid and CenturyTel,
(incorporated
by reference to Exhibit 10.4(a) of our Annual Repor Form 10-K for the year ended December 31, 007

Form of Amended and Restated Change of Control &geat, effective January 1, 2008, by and betweenu@elel and each of its other
executive officers (incorporated by reference thiBx 10.4(b) of our Annual Report on Form 10-K tbe year ended December 31, 2007).
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(c) Form of Indemnification Agreement for Officers aitectors (incorporated by reference to Exhibit416) of our Annual Report on Form
10-K for the year ended December 31, 2005).

(d) Amended and Restated CenturyTel, Inc. Bonus Liéeifance Plan for Executive Officers, dated as afl8p 2008, (incorporated by

reference
to Exhibit 10.4 of our Quarterly Report on Form QCer the quarter ended March 31, 2008).

12 Ratio of Earnings to Fixed Charges and PreferredkSDividends, included elsewhere herein.

14 Corporate Compliance Program (incorporated byreefee to Exhibit 14 of our Annual Report on FormKL@r the year ended December 31,
2003).

21 Subsidiaries of CenturyTel, included elsewhereinere

23 Independent Registered Public Accounting Firm Cofjsacluded elsewhere herein.

31.1 Chief Executive Officer certification pursuant teciion 302 of the Sarbanes-Oxley Act of 2002, idellielsewhere herein.
31.2 Chief Financial Officer certification pursuant tec®ion 302 of the Sarbanes-Oxley Act of 2002, idellielsewhere herein.

32 Chief Executive Officer and Chief Financial Officegrtification pursuant to Section 906 of the SadsaOxley Act of 2002, included elsewhere
herein.

(b) Reports on Form 8-K.

The following Form 8-Ks were filed tme dates indicated during the fourth quarterGff&

October 27, 2008
Iltems 2.02 and 9.01 — Results ofr@jgens and Financial Condition and Financial Stegets and Exhibits. Press release

announcing third quarter 2008 resaftoperations.
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Iltems 8.01 and 9.01 — Other Events and Finant&é®ents and Exhibits. Documents concerning tineanced merger under which
CenturyTel will acquire Embarq Corporation, inclogli(i) joint press release announcing the merggip{nt investor presentation principally
concerning the merger; (iii) transcript of joinvestor presentation and (iv) letter to CenturyTeplyees concerning the execution of tinerge

October 30, 2008
Items 1.01 and 9.01Entry Into a Material Definitive Agreement and Rzl Statements and Exhibits. Agreement and &laterger dated a:
October 26, 2008 among Registrant, Embarq Corporatnd Cajun Acquisition Company.

November 18, 200
Items 5.03 and 9.01 — Other Events and FinancaeBtents and Exhibits. Articles of Amendment ® Amended and Restated Articles of
Incorporation of CenturyTel, Inc.
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SIGNATURES

Pursuant to the requirements of Sact® or 15(d) of the Securities Exchange Act of4,9Be Registrant has duly caused this report tsidreed on its behalf by
the undersigned, thereunto duly authorized.

CenturyTel, Inc.,

Date: F ebruary 27, 2009 By: /s/ Glen F. Post, Ill
Glen F. Post, llI
Chairman of the Board and
Chief Executive Officer

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bblpthe following persons on behalf of the Registi@nd in
the capacities and on the date indicated.

/sl Glen F. Post, Il Chairman of the Board and

Glen F. Post, Il Chief Executive Officer February 27, 2009
/sl R. Stewart Ewing, Jr. Executive Vice President and

R. Stewart Ewing, Jr. Chief Financial Officer February 27, 2009

/sl Neil A. Sweasy
Neil A. Sweas) Vice President and Controll February 27, 2009

/s/ William R. Boles, Jr.
William R. Boles, Jr. Director February 27, 2009

/sl Virginia Boulet
Virginia Boulet Director February 27, 2009

/sl Calvin Czeschin
Calvin Czeschin Director February 27, 2009

/sl James B. Gardner
James B. Gardner Director February 27, 2009
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/sl W. Bruce Hanks

W. Bruce Hanks

/sl Gregory J. McCray

Gregory J. McCray

/s/ C. G. Melville, Jr.

C. G. Melville, Jr.

/sl Fred R. Nichols

Fred R. Nichols

s/ Harvey P. Perry

Harvey P. Perry

/sl Jim D. Reppond

Jim D. Reppond

/sl Joseph R. Zimmel

Joseph R. Zimmel

Director

Director

Director

Director

Director

Director

Director
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SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS
CENTURYTEL, INC.

For the years ended December 31, 2008, 2007 ar@ 200

Addition:
Balance charged Deductiol Balanc
beginning costs an from Other atend
Description of perioc expense allowanc change: of perio
(Dollars in thousands)
Year ended December 31, 2008
Allowance for doubtful accounts $ 20,36 9,86¢ (13,529 (1) (419 (2) 16,29(
Valuation allowance for deferred tax assets $ 30,90° 1,60¢ - 1,34¢ 33,85¢
Year ended December 31, 2007
Allowance for doubtful accounts $ 20,90¢ 14,46¢ (16,617 (1) 1,607 (2) 20,36
Valuation allowance for deferred tax assets $ 61,04¢ 3,74¢ (33,886 - 30,907
Year ended December 31, 2006
Allowance for doubtful accounts $ 21,72: 20,19¢ (21,009 (1) (6) (2) 20,90¢
Valuation allowance for deferred tax assets $ 54,41; 6,637 - - 61,04¢

1) Customers’ accounts written-off, neteaveries.
2) Allowance for doubtful accounts at theedaf acquisition of purchased subsidiaries, neakdwance for doubtful accounts at the date of ak#ipn of subsidiari
sold.
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EXHIBIT 10.1(a)

THIRD AMENDMENT TO THE
CENTURYTEL DOLLARS & SENSE 401(K) PLAN
AS AMENDED AND RESTATED
EFFECTIVE DECEMBER 31, 2006

CENTURYTEL, INC., represented herein by its Executive Vice-PresidadtChief Financial Officer, R. Stewart Ewing, ais,Plan Sponsor and Employer,

does hereby execute the following amendment t&€#drguryTel Dollars & Sense 401(k) Plan and Trustheamendment effective as of November 20, 2008:

10.

Section 1.12 of the Plan (“Company Stock”) is ameehtb read in its entirety as follows:

Company Stock. Shares of voting common stock, $1.00 par vasseied by CenturyTel, Inc., and which constitutedlifying employer securities,"
as defined in Section 4975(e)(8) of the Code.

A new Section 1.12A (“Company Stock Account”) iglad after Section 1.12 ("Company Stock") to reaitsientirety as follows:

Company Stock Account. The portion of a Participant's Accrued Benéfdttconsists of assets in the form of Company Stieakare held in the
Company Stock Investment Fund in the CenturyTelddsl& Sense 401(k) Trust. The Company Stockstment Fund is intended to be invested
primarily in shares of Company Stock, and shab aisnsist of cash or cash equivalents in whichl &leainvested cash dividends that may be paid on
Company Stock that are accumulated in the ESOP farioeing distributed pursuant to Section 10.thefPlan. Such cash dividends that are not so
distributed shall be invested in Company StockPakticipant's Company Stock Account may consistssets held in one or more of the subaccounts
listed in Section 1.1 of the Plan. Effective Now®m20, 2008, the Company Stock Account shall dtsta portion of the ESOP.

A new Section 1.13A ("CT ESOP") is added after ®ect.13 ("Compensation") to read as follows:

CT ESOP. CT ESOP shall have the meaning set forth ini@edi0.1 of the Plan.

A new Section 1.23A ("ESOP") is added after Secli@B ("ERISA") to read as follows:

ESOP. The portion of the Plan that is intended to Istoak bonus plan as defined in Treasury Regulat®ection 1.401-1(b)-1(iii) and a non-
leveraged employee stock ownership plan satisfiiegequirements of Sections 401(a), 409 and 43/ (ef the Code. The assets of the ESOP
Account, the PAYSOP Account, the Stock Bonus Actpand effective November 20, 2008, the CompanglSAxcount are intended to constitute an
ESOP. The ESOP is intended to be invested priyniariCompany Stock.

All references to the "ESOP" in Section 3.8 ("Reation of Forfeitures") are redesignated as refegerio the "CT ESOP".

Section 6.4(a)(2)(ii) of the Plan ("Hardship") im@nded to read in its entirety as follows:

The Participant must have obtained all currentlilable distributions (including electing to receidistributions of ESOP dividends under Section 404
(k) of the Code) and nontaxable loans currentlylalbbe under all plans maintained by the Employsnéss such loan would disqualify the participant
from obtaining other necessary financing); and

Section 6.4(a)(3)(iv) of the Plan ("Hardship") mended to read in its entirety as follows:

By other currently available distributions (incladidistributions of ESOP dividends under Sectiof(kpof the Code) and nontaxable loans, under
plans maintained by the Employer or by any othepleyer; or

Section 10.1 of the Plan ("Status of ESOP") is aiedrio read in its entirety as follows:

The Company adopted the CenturyTel, Inc. Stock BdHan and PAYSOP on October 1, 1975 and the Gérelyrinc. Employee Stock Ownership
Plan (the "CT ESOP") on January 1, 1987. By meageeement dated September 18, 1981, the Centlrin€eStock Bonus Plan and PAYSOP were
merged into the CT ESOP. The Accounts of Partidparho were actively employed with the EmployeNmvember 6, 2006 are fully

vested. Effective December 31, 2006, the CT ES@Rjed into this Plan. Effective November 20, 2ad68,Company Stock Account, together with
the CT ESOP, was designated as an ESOP.

Section 10.2 of the Plan ("Trust or Trusts") is aded by adding the following sentence at the eacktif, to read as follows:

The assets of the Company Stock Account portich@ESOP are held in the CenturyTel Dollars & SetsHKk) Trust.

Section 10.4 ("Company Stock Distributions") is awhed by inserting the words "Company Stock Accduntfront of the words "ESOP Account"
wherever they appear therein.



11. Section 10.6 ("Payment in Shares or Cash") is deito read in its entirety as follows:

Payment in Shares or Cash Any distributions from the Company Stock Accquart ESOP Account, Stock Bonus Account, and PAY 80ébunt
shall be made in cash unless the participant electceive the value of such Accounts in the foff€ompany Stock. Any distributions of Company
Stock from the Company Stock Account, the ESOP AntdStock Bonus Account, and PAYSOP Account dhalinade by distributing the whole
shares of Company Stock, as determined by the 8@ssincluding the Trustees of ESOP Trusts | araslapplicable, at the market value of such
shares on a national securities exchange or anadtipiotation system, with the value of any frawsilcshares paid in cash.

12. Section 10.7 of the Plan ("Dividends") is amendedetad in its entirety as follows:

Dividends. Except as otherwise provided in this Section 1@ividends and other distributions received by thestees with respect to Company
Stock shall be invested in Company Stock. Onadted November 20, 2008, cash dividends paid oneshaf Company Stock in which a Participar
Beneficiary has a vested interest shall, at thetiele of the Participant or Beneficiary pursuanptocedures set forth by the Committee, be disteithu
to the Participant or Beneficiary. Cash dividetius are distributed pursuant to an election hateushall be paid, at the discretion of the Conemsitt
by the Company in cash to Participants and Berzgfes, or paid by the Company to the Trusts anlilbliged from the Trusts to Participants and
Beneficiaries, not later than ninety (90) daysrattte close of the Plan Year in which paid to thests, including the Plan Year ending December 31,
2008. Notwithstanding the foregoing, in no evertlisthe amount paid to a Participant or Beneficiamysuant to such election exceed the vested
amount of the Participant’s or Beneficiary’s acdourthe ESOP Account, PAYSOP Account, Stock Bofiosount and Company Stock Account at
the time of such payment.

13. A new Section 10.8 ("Miscellaneous") is added afection 10.7 ("Dividends") to read as follows:

Miscellaneous. Effective November 20, 2008, in accordance Witlde Section 401(a)(28)(C), valuation of Comparocksthat ceases to be readily
tradable on an established securities market bhathade by an independent appraiser who meetsdo@ements similar to the requirements of the
regulations prescribed under Code Section 170(a)(1)

Further, in accordance with Code Sections 409(hj®)and (6), if the Company Stock ceases to adiletradable on an established market, then any
Participant who is otherwise entitled to a totatdbution from the Plan shall have the right tquiee that his Company Stock be repurchased by the
Company. The Trustee may elect to repurchase@aoipany Stock, in lieu of the Company. This et@tghall only be exercisable during the sixty-
day (60) period immediately following the date adtdbution, and if the election made within sucktys-day (60) period, it can be made for an
additional sixty (60) days in the following Plan afe

The amount paid for Company Stock pursuant toetgstion as part of a lump sum distribution shallplaid in substantially equal periodic payments
(not less frequently than annually) over a periedibning not later than thirty (30) days after thguest for total distribution and not exceedivg f{5)
years. There shall be adequate security providddeasonable interest paid on any unpaid balaneeidder this paragraph.

If the Company is required to repurchase CompaogkSas part of an installment distribution, the amtcto be paid for Company Stock will be paid
not later than thirty (30) days after the eleci®mmade.

THIS DONE AND SIGNED this 20th day of November, 208.

CENTURYTEL, INC.

By: /s/ R. Stewart Ewing, Jr.
R. Stewart Ewing, Jr.
Executive Vice President and
Chief Financial Officer




EXHIBIT 10.1(b)

THIRD AMENDMENT TO THE
CENTURYTEL UNION 401(k) PLAN
AS AMENDED AND RESTATED
EFFECTIVE DECEMBER 31, 2006

CENTURYTEL, INC., represented herein by its Executive Vice Presidendt Chief Financial Officer, R. Stewart Ewing, &s, Plan Sponsor and Emplo

does hereby execute the following amendment t€dreuryTel Union 401(k) Plan and Trust, each amendraffective as of November 20, 2008:

1. Section 1.13 of the Plan ("Company Stock") is aneent read in its entirety as follow

Company Stock. Shares of voting common stock, $1.00 par vasseied by CenturyTel, Inc., and which constitutedlifying employer securities,"
as defined in Section 4975(e)(8) of the Code.

2. A new Section 1.13A of the Plan ("Company Stockd\wot") is added after Section 1.13 ("Company Stptk'tead in its entirety as follow

Company Stock Account. The portion of a Participant's Accrued Benéféttconsists of assets in the form of Company Stoakis held in the
Company Stock Investment Fund in the Union 401¢kisT. The Company Stock Investment Fund is intdridde invested primarily in shares of
Company Stock, and shall also consist of cash gt eguivalents in which shall be invested castddivils that may be paid on Company Stock th¢
accumulated in the ESOP prior to being distribygesuant to Section 15.6 of the Plan. Such casgHetids that are not so distributed shall be ired
in Company Stock. A Participant's Company StockdAmt may consist of assets held in one or mothe$ubaccounts listed in Section 1.1 of the
Plan. Effective November 20, 2008, the CompanylSficcount shall constitute an ESOP.

3. A new Section 1.24A of the Pla“ESOF”) is added after Section 1.2'ERISA") to read in its entirety as follow

ESOP. The portion of the Plan that is intended to Istoak bonus plan as defined in Treasury Regulat®ection 1.401-1(b)-1(iii) and a non-
leveraged employee stock ownership plan satisfiiegequirements of Sections 401(a), 409 and 49/ (ef the Code. Effective November 20,
2008, the assets of the Company Stock Accounnéeaded to constitute an ESOP. The ESOP is intetalee invested primarily in Company Stock.

4. Section 6.6(a)(2)(ii) of the Plan ("Hardship") me@nded to read in its entirety as folloy

The Participant must have obtained all currentlgilable distributions (including electing to receiglistribution of ESOP dividends under Section 404
(k) of the Code) and all nontaxable loans curreatigilable under all Plans maintained by the Emgidynless such loan would disqualify the
Participant from obtaining other necessary finaggiand

5. Section 6.6(a)(3)(iv) of the Plan ("Hardship") mended to read in its entirety as follo\

By other currently available distributions (incladidistributions of ESOP dividends under Sectiof(Kpof the Code) and nontaxable loans, under
plans maintained by the Employer or by any othepleyer; or

6. Section 7.2 of the Plar*Method of Distributio”) is amended by adding the following sentence aettding of the last paragraph thereof to read
entirety as follows

See Article XV for special rules relating to ESGBtigbutions.

7. A new Article XV of the Plan ("ESOP Provisions")ddded to read in its entirety as follo\

15.1 Status of ESOP. Effective November 20, 2008, the Company desggh#iie Company Stock Account as an ESOP. The ES@ERnde!

to be invested primarily in shares of Company Stoekl on behalf of Participants. Participants havenforfeitable right to Company Stock allocated
to his Company Stock Account in the ESOP. Theselats shall also consist of cash or cash equivaientvhich shall be invested cash dividends

on Company Stock that are accumulated in the a¢squiior to being distributed pursuant to Sectiér61 Cash dividends that are not to be so
distributed shall be invested in Company Stock.

15.2 Investment Diversification . Each Participant in the Plan is permitted to difeithe investment of 100% of his ESOP Accountaay
time in accordance with Section 4.6. The net cashgeds realized from the sale by the Plan oftlaees of Company Stock for which diversification
is elected shall be invested in the Investmentddpgtdesignated.

15.3 Company Stock Distributions.

(a) Notwithstanding the provisions of Article Vistributions of Company Stock to a Participaptiirthe ESOP shall be made in accordance
with this Section 15.3, unless the application didde VII would result in an earlier distributiatate.



(b) Unless the Participant (or his beneficiarghé Participant is deceased) elects otherwigePifrticipant retires, dies or becomes disabled
while employed by the Employer, distribution of Quemy Stock from the ESOP will be made or commermsesbon as practicable following
the date on which the Participant retires, dielsemomes disabled, but not later than the sixtigdith) day next following the close of the Plan
Year during which the Participant retires, diebecomes disabled.

(c) Unless the Participant elects otherwise, upomination of employment of the Participant witle Employer for reasons other than
retirement, death or disability, distribution of @pany Stock from the ESOP will be made not latantthe later of:

(1) one (1) year after the close of the Plan ¥Yeaich is the fifth (5th) Plan Year following thed?l Year in which his employment terminates,
unless the Participant is
reemployed by the Employer before the erglioh year; or

(2) the sixtieth (60th) day following the endtbé Plan Year in which the Participant attains NalrRetirement Age.
(d) Any distribution hereunder shall comply wilte consent requirements contained in Section 7.7.

15.4 Optional Methods of Payment Available at Retirement Upon actual retirement at or after age 55 (“NdrRetirement Date”), a
Participant shall be entitled to receive the foflaunt credited to the Company Stock Account inBB®P as of the Valuation Date immediately
preceding the month in which payment is to be madhdich amount shall be paid to the Participantrie ump sum within the later of: (i) sixty (60)
days after the close of the Plan Year in whichRbeicipant retires, or (ii) sixty (60) days aftee distributable amount has been determined, sinles
prior to the date of his retirement he electshinanner prescribed by the Committee, any onleeofallowing method or methods:

(a) Payment of the entire amount of the Partidigakccount in one lump sum at some future datéJater than one year after Normal
Retirement Date;

(b) Payment in substantially equal annual, quigrtarmonthly installments (including net investrh@rcome, gain or loss) until the value of
such Participant’s Company Stock Account in the BS©exhausted. Unless the Participant electswiberthe payment period for a
Participant’'s Company Stock Account in the ESOHI sid exceed five (5) years. This five (5) yeaypeent period for Company Stock
Account in the ESOP shall be extended by one (&), ye to five (5) additional years, for each $060, (or fraction thereof) by which such
Participant’s Account balance exceeds $800,000ddar amounts herein are subject to cost of wadjustments prescribed by the Secretary
of the Treasury; or

(c) Any combination of the foregoing.

Notwithstanding anything contained in this Sectl&, lump sum, installment or any other benefitggymot be paid directly from the Plan in any form
of a life annuity or through the distribution ofoperty in any form of a life annuity.

In addition, if the Participant’s spouse is not tlesignated beneficiary, the method of distribuietected must assure that at least fifty perde%o]
of the present value of the amount available fetritiution is paid within the life expectancy oétRarticipant.

All distributions required under this Section shzgldetermined and made in accordance with SeétmrAny distribution under this Section 15.4 shall
comply with the consent requirements containedeictin 7.7.

155 Payment in Shares or Cash Any distributions from the ESOP shall be madeadsh unless the Participant elects to receivedhe\of
such Accounts in the form of Company Stock. Anyribsitions of Company Stock from the ESOP shaliizele by distributing whole shares of
Company Stock, as determined by the Trustee, ahtrket value of such shares on a national seesigtkchange or a national quotation system, with
the value of any fractional shares paid in cash.

15.6 Dividends . Except as otherwise provided in this Section 18iddends and other distributions received byThestee with respect to
Company Stock shall be invested in Company Stock.

On and after November 20, 2008, cash dividends @aighares of Company Stock in which a Participafeneficiary has a vested interest shall, at
the election of the Participant or Beneficiary manst to procedures set forth by the Committee,isteilsited to the Participant or Beneficiary. Cash
dividends that are distributed pursuant to an eledtereunder shall be paid, at the discretiomefGommittee, by the Company in cash to Particpant
and Beneficiaries, or paid by the Company to thesTand distributed from the Trust to Participaand Beneficiaries, not later than ninety (90) days
after the close of the Plan Year in which paidi® Trust, including the Plan Year ending Decemiiei2B08. Notwithstanding the foregoing, in no
event shall the amount paid to a Participant oréierary pursuant to such election exceed the deasteount of the Participant’s or Beneficiary's
account in the Company Stock Account at the timsuoch payment.

15.7 Miscellaneous. Effective November 20, 2008, in accordance Witle Section 401(a)(28)(C), valuation of Comparocksthat ceases to
be readily tradable on an established securitiekehahall be made by an independent appraisemaéets the requirements similar to the
requirements of the regulations prescribed undeleCRection 170(a)(1).

Further, in accordance with Code Sections 409(hj®)and (6), if the Company Stock ceases to adiletradable on an established market, then any
Participant who is otherwise entitled to a totatdbution from the Plan shall have the right tquiee that his Company Stock be repurchased by the
Company. The Trustee may elect to repurchase@aofpany Stock, in lieu of the Company. This et@tghall only be exercisable during the sixty-



day (60) period immediately following the date adtdbution, and if the election made within sucktys-day (60) period, it can be made for an
additional sixty (60) days in the following Planafe

The amount paid for Company Stock pursuant todlgstion as part of a lump sum distribution shalplaid in substantially equal periodic payments
(not less frequently than annually) over a periedibning not later than thirty (30) days after thguest for total distribution and not exceeding (5)
years. There shall be adequate security providddeasonable interest paid on any unpaid balaneeidder this paragraph.

If the Company is required to repurchase CompaagkSas part of an installment distribution, the amtao be paid for Company Stock will be paid
not later than thirty (30) days after the electiomade.

THIS DONE AND SIGNED this 20 ™ day of November, 2008.

CENTURYTEL, INC.

By: /s/ R. Stewart Ewing, Jr.
R. Stewart Ewing, Jr.
Executive Vice President and
Chief Financial Officer




and

EXHIBIT 10.1(c)

AMENDMENT NO. 3
TO THE
CENTURYTEL RETIREMENT PLAN

WHEREAS, the CenturyTel Retirement Plan (“Plan”) was amenraiedi restated by CenturyTel, Inc. (the “Companyfgaive December 31, 2006;

WHEREAS , certain benefits have been revised via adoptiorew collective bargaining agreements applicableetrtain participants in the Plan;

WHEREAS , certain clarifications must be made to the Decam®i, 2006 restated Plan document in order teepreghe intent of the Plan and the Company;

WHEREAS , the Company reserved the right to amend the iRI&ection 12.2 of the Plan.

NOW, THEREFORE, effective as of the dates shown below, the Plamended as follows:

Section

(6)

Section

(b)

Section

()

6.1(a)(6) of the Plan is amended effectiibecember 31, 2006 to read as follows:

In no event shall a Participant’s Accrued Benefipressed as an annual benefit at Normal RetireDetet be less than $650, and in no event shall a
Participant’s Accrued Benefit be less than hiserAccrued Benefit (if any) as of December 31, 2006e $650 minimum benefit noted in the
previous sentence shall not apply to Participartitsse Accrued Benefit is determined solely undeti®e®.1(b) or one of the Constituent Plans, and
shall not apply to Participants who become Eligibteployees after December 31, 2008.

6.1(b) of the Plan is amended effective Beuber 31, 2006, to read as follows:

Except as provided in Section 6.1(d) below, fortiegrants covered by a collective bargaining agreenthat provides for participation in this Plangd
subject to the limitations contained in Section, $hé Accrued Benefit on normal retirement for aspe retiring on or after January 1, 1990 is a
monthly pension for the life of the Participant abjto the number of Years of Credited Service (Y,@®)to a maximum of thirty (30), times the sun
1.3 percent of Final Average Pay (FAP) plus .6%@er of Final Average Pay in excess of Social Sgc@overed Compensation (SSCC) as follows:

YCS (up to 30J(1.3% X FAP) + (.65% X (FAP — SSCCQ))).
I1l.
6.1(e) of the Plan is amended and restatetfective December 31, 2006, to read as follows:

The minimum benefit provisions of the Plan at Setb.1(a)(6) and in the Constituent Plans, are aliytexclusive and shall not be added to each
other, or to any other benefit, when determiniRaaticipant’s minimum benefit under the Plan ashale.

Effective on and after January 1, 2007, if a Pguaict: (i) ceases accruing benefits under a CamgstitPlan portion of this Plan and begins
accruing benefits under Section 6.1(a) or (b) ipcéases accruing benefits under Section 6.1(é))and begins accruing benefits under a
Constituent Plan portion of this Plan (the datewfh cessation and beginning being his “Transfee’Dahen his combined benefit under this
Plan and the Constituent Plan shall be the greafegil) his benefit under the Constituent Plap{s} his benefit under Section 6.1(a) and/or
(b) (determined without regard to Section 6.1(3)(@®) his Minimum Benefit (if applicable) undertiConstituent Plan(s) or (3) the benefit
under Section 6.1(a)(6) of this Plan (but onlyhi fParticipant accrued at least some benefits Belgtion 6.1(a)). Thus, in accordance with
the preambles of the Constituent Plans and Sec®@7¥s 2.35 and 2.44, if a Participant is entite@ Minimum Benefit under a Constituent
Plan, he or she shall not be entitled to a MininBenefit under this Plan (as such Minimum Beneflemthe Constituent Plan would be
greater than, and partially duplicative of, the Miom Benefit under this Plan). Furthermore, ifatRipant ceases accruing benefits under a
Constitutional Plan portion of this Plan and begiosruing benefits under Section 6.1(a), then négli®=d Service for purposes of calculating
his Normal Retirement Benefit under the Constitl®&lan Portion(s) of this Plan will not increaseeaftis Transfer Date.

\A

Sections 6.5 (a) and (b) of the Plan are amendeddrestated, effective December 31, 2006, as follaws

@

If at death the Participant is age fifty-five (5%)over with five (5) or more Years of Credited Bee, or actively employed by the Employer withrtini
(30) or more Years of Service and five (5) or méears of Credited Service, the benefit of the Spalsll be the amount payable to the Spouse as
Beneficiary under the survivor annuity portion leétQualified Joint and Survivor Annuity with respeethe Participant, determined as though the
Participant had retired on the first day of the than which death occurs. On the death of a Rpétitt with thirty (30) or more Years of Service and
five (5) or more Years of Credited Service befage &fty-five (55), the Participant shall be assuhte be age fifty-five (55) for purposes of this
subparagraph (a).



(b) If the Participant does not meet the requiremeh(a)p above, at death, the benefit of the Spobaél be the amount payable to the Spouse as
Beneficiary under the survivor annuity portion leétQualified Joint and Survivor Annuity with respeethe Participant, determined as though the
Participant had separated from service on theafateath (if not already separated) and had sudvinil age fifty-five (55) (if the Participant was
over age 55 at death, then his or her actual adeah shall be used in determining the benefit).

V.

Paragraph 7, Nonrepresented Participant®r Nonrepresented Employees of Schedule 6.1(f)-3, Hourly Plan Portion of CeniryTel Retirement Plan, is
amended to add the following at the end of the parghetical:

(A listing of such agreements is provided at Scke@uwf the Hourly Plan and shall be updated frometto time, without the necessity of an amendnetihe
Plan, such list merely being reflective of revisidn the collective bargaining agreements.)

VI.
Schedule 6.1(f)-3, Hourly Plan Portion of CenturyTERetirement Plan, is amended to add a new Schedue to read initially as follows:
Schedule 2
Hourly Plan Portion of Plan

Nonrepresented Participants

Employees entering the respective bargaining wmitsr after the dates indicated will participateleinthe CenturyTel Retirement Plan and will noebeible
for the Hourly Plan portion of the Plan.

Union Date
CWA 6171 Central August 16, 2007
CWA 6171 Northwest June 13, 2008
CWA 7906 (1) May 1, 2008
IBEW 768 May 1, 2008
IBEW 257 January 1, 2007
IBEW 1106 April 1, 2007
CWA 6301, 6310, 6311, 6312, 6373 March 13, 2008
CWA 4370 April 1, 2007
CWA 4671 February 3, 2007
IBEW 89 September 1, 2008
CWA 7818 September 1, 2008

(1) Transfers from IBEW 89, CWA 7818 or IBEW 7&8I retain prior pension program if transferredeafMay 1, 2008.

VII.

The second to last sentence of Paragraph 22, MinimuBenefit, of Schedule 6.1(f)-3, Hourly Plan Portion of CentryTel Retirement Plan, is amended
and restated to read as follows:

If a Nonrepresented Participant is not eligibledonmence benefits as of such date, his Years afit€ceService will be divided by his projected yeaf
Credited Service as if he retired at Normal RetegatrAge and then be multiplied by the Minimum PensAmount from the table above that correlates Wish
projected Years of Vesting Service as of his NorRetirement Date to obtain his Minimum Benefit.

VII.

Paragraph 5 of Schedule 6.1(f)-4, the Ohio Plan Pton of the CenturyTel Retirement Plan, is amendeeffective April 1, 2007 to add the following at
the end of Section 2.22, Employee

Consistent with the April 2007 Memorandum of Agresnbetween CenturyTel and the Communications WereAmerica, any individual becoming a
member of a bargaining unit of an Employer listedSzhedule 3.1 to the Ohio Plan on or after Apr2a07 shall not be eligible to participate in @ileio Plan.

IX.

Schedule 6.1(f)-4, the Ohio Plan Rion of the CenturyTel Retirement Plan, is amendeckeffective April 1, 2007 to add the following at te end of the
table of Normal/Late Retirement Benefits at Schede 6.1, as follows:

Age At Retirement Band 1 Band 2

Effective 4/1/07 65 or older $35.84 $42.02



IN WITNESS WHEREOF , CenturyTel has executed this amendment on this @y of October, 2008.

CENTURYTEL, INC.

By: /s/ R. Stewart Ewing, Jr.
R. Stewart Ewing, Jr.
Executive Vice President and
Chief Financial Officer




EXHIBIT 10.2(d)

AMENDMENT NO. 1
TO THE
AMENDED AND RESTATED CENTURYTEL, INC.
2002 DIRECTORS STOCK OPTION PLAN

WHEREAS, CenturyTel, Inc. (the “Company”) maintathe CenturyTel, Inc. 2002 Directors Stock OptidanPas amended and restated (the “Plan”);
WHEREAS, pursuant to Section 10 of the Plan, tlze Phay be amended by the Board of Directors o€thapany (the “Board”) at any time; and
WHEREAS, the Board has determined that it is inttest interests of the Company to amend the Plaptdsrth below.
NOW, THEREFORE, the Plan is hereby amended aswsllo

Section 8.2 of the Plan is hereby amendeldrastated, in its entirety, as follows:

8.2  Upon a Change of Contatliputstanding Options granted pursuant to thas Bhall automatically become fully vested andreigsable.

Except as herein expressly amended, e $tall continue in full force and effect.

IN WITNESS WHEREOF, the Company has executed tisredment on this 24th day of October, 2008.

CENTURYTEL, INC.

By: /s/ R. Stewart Ewing, Jr.
R. Stewart Ewing, Jr.
Executive Vice President and
Chief Financial Officer




EXHIBIT 10.2(€)

AMENDMENT NO. 1
TO THE
AMENDED AND RESTATED CENTURYTEL, INC.
2002 MANAGEMENT INCENTIVE COMPENSATION PLAN

WHEREAS, CenturyTel, Inc. (the “Company”) maintathe CenturyTel, Inc. 2002 Management Incentive gamsation Plan, as amended and restated (the
“Plan”);
WHEREAS, pursuant to Section 9.10 of the PlanPla@ may be amended by the Board of DirectorsefXmpany (the “Board”) at any time; and

WHEREAS, the Board has determined that it is inttest interests of the Company to amend the Plaptdsrth below.

NOW, THEREFORE, the Plan is hereby amended asvsllo

1. Section 9.13(b) of the Plan is hereby amerhetrestated, in its entirety, as follows:

(b) Upon a Change of Control, all outstanding Incergtigranted pursuant to this Plan shall automatibakcome fully vested and exercisable, all reStns ol
limitations on any Incentives shall automaticalipse and, unless otherwise provided in the Ince®reement, all performance criteria and othed@@ns relating to

the payment of Incentives shall be deemed to bieaet at the target level without the necessitgaifon by any person.

2. Except as herein expressly amended, thedPlalhcontinue in full force and effect.

IN WITNESS WHEREOF, the Company bascuted this amendment on this 24th day of Oct@@98.

CENTURYTEL, INC.

By: /s/ R. Stewart Ewing, Jr.
R. Stewart Ewing, Jr.
Executive Vice President and
Chief Financial Officer




EXHIBIT 10.2(f)
AMENDMENT NO. 1
TO THE
CENTURYTEL, INC.
2005 DIRECTORS STOCK PLAN
WHEREAS, CenturyTel, Inc. (the “Company”) maintathe CenturyTel, Inc. 2005 Directors Stock Plar (Blan”);
WHEREAS, pursuant to Section 11.10 of the PlanPia@ may be amended by the Board of Directore®fompany (the “Board”) at any time; and
WHEREAS, the Board has determined that it is inttest interests of the Company to amend the Plaptdsrth below.
NOW, THEREFORE, the Plan is hereby amended aswsllo
1. Section 11.12(b) of the Plan is herebgaaed and restated, in its entirety, as follows:
(b) Upon a Change of Control, all outstanding hiaees granted pursuant to this Plan shall autarabyi become fully vested and exercisable, allrietsbns or
limitations on any Incentives shall automaticalipse and, unless otherwise provided in the Ince®yreement, all performance criteria and othed@@ns relating to
the payment of Incentives shall be deemed to bieaet at the target level without the necessitgation by any person.

2. Except as herein expressly amended, lredPall continue in full force and effect.

IN WITNESS WHEREOF, the Company kascuted this amendment on this 24th day of Oct@f®8.

CENTURYTEL, INC.

By: /s/ R. Stewart Ewing, Jr.
R. Stewart Ewing, Jr.
Executive Vice President and
Chief Financial Officer




Exhibit 10.2(f)(jii)

RESTRICTED STOCK AGREEMENT
UNDER THE
2005 DIRECTORS STOCK PLAN
(May 11, 2007 Grants)

This RESTRICTED STOCK AGREEMENT (this “Agreement§)made as of May 11, 2007, by and between Cenalryic. (“CenturyTel”) and
«Director_Name» (“Award Recipient”).

WHEREAS, CenturyTel maintains the 2005 DirectorscgtPlan (the “Plan”), under which the Compensa@ammittee (the “Committee”) of the Board of
Directors of CenturyTel (the “Board”), may, amorther things, grant restricted shares of Centungledmmon stock, $1.00 par value per share (the f@omStock”),
to outside directors of CenturyTel, subject to stesims, conditions, or restrictions as it may degpropriate; and

WHEREAS, pursuant to the Plan the Committee hasdedao the Award Recipient restricted shares ah@on Stock on the terms and conditions specified
below;

NOW, THEREFORE, the parties agree as follows:
1. AWARD OF SHARES

Upon the terms and conditions of the Plan andAbigement, the Committee as of the date of thiAgrent hereby awards to the Award Recipient 2,126
restricted shares of Common Stock (the “Restri&eatk”) that vest, subject to Sections 2, 3 anérédf, in installments as follows:

Scheduled Vesting Date Number of Shares of Restricted Stock
May 15, 2008 708
May 15, 2009 709
May 15, 2010 709

2. AWARD RESTRICTIONS

2.1 In addition to the conditions andmniegons provided in the Plan, neither the sharfeRestricted Stock nor the right to vote the Retd Stock, to
receive dividends thereon or to enjoy any othdmts@r interests thereunder or hereunder may loe assigned, donated, transferred, exchanged, gdetigpothecated
or otherwise encumbered prior to vesting. Sulifetiie restrictions on transfer provided in thist®m 2.1, the Award Recipient shall be entitledliarights of a
shareholder of CenturyTel with respect to the Resti Stock, including the right to vote the shaard receive all dividends and other distributidaslared thereon.

2.2 If the shares of Restricted Stockehawt already vested in accordance with SectidmoVe the shares of Restricted Stock shall vestdimdstriction
set forth in Section 2.1 shall lapse on the eadfer

@) the date on which the Award Recipieagsvice on the Board terminates as a result afe@th, (ii) disability within the meaning of Sectia2
(e)(3) of the Internal Revenue Code or (iii) theligibility to stand for re-election due to Centligf's mandatory retirement policy;

(b) the date, if any, that the Committeetlgin its sole discretion, to accelerate theingsif such unvested Restricted Stock in the cése o
retirement from the Board of an Award Recipientormfter attaining the age of 55 with at leastfalkyears of prior service on the Board; or

(c) the occurrence of a Change of ContraenfturyTel, as described in Section 11.12 of tha.P
3. TERMINATION OF BOARD SERVICE

Except as otherwise provided in Section 2.2 abtrejination of the Award Recipient’s service on Baard for any reason shall automatically resuthiz
termination and forfeiture of all unvested Res&itStock.

4. FORFEITURE OF AWARD

4.1 If, at any time during the Award Reent’s tenure as a director of the Company orwiff8 months after termination of such tenure Aleard
Recipient engages in any activity in competitiothvany activity of CenturyTel or its subsidiariesl{ectively, the “Company”), or inimical, contraoy harmful to the
interests of the Company, including but not limited(a) conduct relating to the Award Recipiersgsvice on the Board for which either criminal tilgpenalties
against the Award Recipient may be sought, (b) mohdr activity that results in removal of the Awa&ecipient from the Board for cause, (c) violatidrthe
Company'’s policies, including, without limitatiothe Company’s insider trading policy or corporatenpliance program, (d) accepting employment afterdate hereof
with, acquiring a 5% or more equity or participatiaterest in, serving as a consultant, adviseeatior or agent of, directly or indirectly solicigj or recruiting any
officer of the Company who was employed at any tilugng the Award Recipient’s service on the Boardytherwise assisting in any other capacity onmea any
company or enterprise that is directly or indingatl competition with or acting against the inteésaesf the Company or any of its lines of busines&pmpetitor”),
except for (A) any employment, investment, serviacsistance or other activity that is undertakehetequest or with the written permission of @enturyTel Board ¢
Directors or (B) any assistance of a competitot igarovided in the ordinary course of the AwarcRient engaging in his or her principal occupaiiothe good faith
and reasonable belief that such assistance withereharm the Company'’s interests in any substaméaner or violate any of the Award Recipient'sielsi or
responsibilities under the Company’s policies gliable law, (e) disclosing or misusing any cogfitlal information or material concerning the Compgf) engaging
in, promoting, assisting or otherwise participating hostile takeover attempt of the Company grather transaction or proxy contest that couldoeably be expect:



to result in a Change of Control (as defined inRlten) not approved by the CenturyTel Board of &wes or (g) making any statement or disclosing any
information to any customers, suppliers, less@ssdes, licensors, licensees, regulators, employeskers with whom the Company engages in busitrex is
defamatory or derogatory with respect to the bissineperations, technology, management, or othplogrees of the Company, or taking any other adtiat could
reasonably be expected to injure the Company iougsness relationships with any of the foregoiagips or result in any other detrimental effectioie Company, then
the award of Restricted Stock granted hereunddr alitmmatically terminate and be forfeited effeeton the date on which the Award Recipient engagssach activity
and (i) all shares of Common Stock acquired byAvard Recipient pursuant to this Agreement (or peeurities into which such shares have been cteer
exchanged) shall be returned to the Company an lbnger held by the Award Recipient, the AwarciRient shall pay to the Company, without intereditcash,
securities or other assets received by the Awaripiat upon the sale or transfer of such stockeaurities, and (ii) all unvested shares of RastliStock shall be
forfeited.

4.2 If the Award Recipient owes any antdorthe Company under Section 4.1 above, the AR&cipient acknowledges that the Company may,&o th
fullest extent permitted by applicable law, dedaiath amount from any amounts the Company owes Werd\Recipient from time to time for any reasorcifiding
without limitation amounts owed to the Award Reeiftias directors fees, reimbursements, retiremsmhpnts, or other compensation or benefits). Wdraithnot the
Company elects to make any such set-off in whole part, if the Company does not recover by medreetoff the full amount the Award Recipient owes it thward
Recipient hereby agrees to pay immediately the idripslance to the Company.

4.3 The Award Recipierdaynbe released from the Award Recipient’s obligatiander Sections 4.1 and 4.2 above only if theu@ghel Board of
Directors determines in its sole discretion thathsaction is in the best interests of the Company.

5. STOCK CERTIFICATES

5.1 The stock certificates evidencingRestricted Stock shall be retained by Century Tl the lapse of restrictions under the terms ber€enturyTel
shall place a legend, in the form specified inRlten, on the stock certificates restricting thagfarability of the shares of Restricted Stock.

5.2 Upon the lapse ofnieBons on shares of Restricted Stock, Centurghalll cause a stock certificate without a restriclegend to be issued with
respect to the vested Restricted Stock in the rafrttee Award Recipient or his or her nominee witBhdays. Upon receipt of such stock certificdte, Award
Recipient is free to hold or dispose of the shagpsesented by such certificate, subject to (i)iegble securities laws, (ii) CenturyTel’s insideading policy and (iii)
any applicable stock retention policies that Ceyitet may adopt in the future.

6. MISCELLANEOUS

6.1 Anything in this Agreement to the tarny notwithstanding, if at any time CenturyTetther determines, in its sole discretion, thatlisting,
registration or qualification (or any updating ofyssuch document) of the shares of Common Stociaide pursuant hereto is necessary on any seswitithange or
under any federal or state securities or blue aky br that the consent or approval of any govemaieegulatory body is necessary or desirable@madition of, or in
connection with the issuance of shares of CommookStursuant thereto, or the removal of any restris imposed on such shares, such shares of CorStogk shall
not be issued, in whole or in part, or the restits thereon removed, unless such listing, registraqualification, consent or approval shall h&seen effected or
obtained free of any conditions unacceptable ta@gfel. CenturyTel agrees to use commerciallgoeable efforts to issue all shares of Common Sgmlable
hereunder on the terms provided herein.

6.2 Nothing in this Agreement shall canipon the Award Recipient any right to continus¢ove on the Board, or to interfere in any wayhwlie right
of the Company to remove the Award Recipient agecthr at any time.

6.3 Upon being duly executed and delistdng CenturyTel and the Award Recipient, this Agneet shall inure to the benefit of and be bindipgruthe
parties hereto and their respective heirs, exesudaministrators, legal representatives and ssocgs Without limiting the generality of the fomeg, whenever the
term “Award Recipient” is used in any provisiontbfs Agreement under circumstances where the goovegppropriately applies to the heirs, executadsninistrators
or legal representatives to whom this award matydresferred by will or by the laws of descent argdribution, the term “Award Recipient” shall beeteed to include
such person or persons.

6.4 The shares of Restricted Stock gthheeby are subject to the terms, conditionstictisins and other provisions of the Plan as falyif all such
provisions were set forth in their entirety in tligreement. If any provision of this Agreement tiats with a provision of the Plan, the Plan pgion shall
control. The Award Recipient acknowledges thabpyoof the Plan and a prospectus summarizing tae Whs distributed or made available to the Awagdiflent and
that the Award Recipient was advised to reviewhguaterials prior to entering into this Agreemeifhe Award Recipient waives the right to claim tthe provisions ¢
the Plan are not binding upon the Award Recipi@it the Award Recipient’s heirs, executors, admiaists, legal representatives and successors.

6.5 Should any party hereto retain colfusehe purpose of enforcing, or preventing tiheath of, any provision hereof, including, but lwited to, the
institution of any action or proceeding in courettforce any provision hereof, to enjoin a breacany provision of this Agreement, to obtain spiegiferformance of
any provision of this Agreement, to obtain monetarjiquidated damages for failure to perform anguision of this Agreement, or for a declaratiorsath parties’
rights or obligations hereunder, or for any otheligial remedy, then the prevailing party shalkln¢itied to be reimbursed by the losing party fbcasts and expenses
incurred thereby, including, but not limited totcaheys’ fees (including costs of appeal).

6.6 This Agreement shall be governedriy @onstrued in accordance with the laws of théeQthLouisiana.
6.7 If any term or provision of this Agraent, or the application thereof to any persotirsumstance, shall at any time or to any exterihbalid, illegal

or unenforceable in any respect as written, ther8viRecipient and CenturyTel intend for any cournsteuing this Agreement to modify or limit such pision so as to
render it valid and enforceable to the fullest ektdlowed by law. Any such provision that is sasceptible of such reformation shall be ignoredsto not affect any
other term or provision hereof, and the remaindé¢his Agreement, or the application of such temprvision to persons or circumstances other thagse as to which
itis held invalid, illegal or unenforceable, shadit be affected thereby and each term and provisithis Agreement shall be valid and enforcethiofullest extent



permitted by law.

6.8 The Plan and this Agreement contagéneintire agreement between the parties with réspéize subject matter contained herein and maypao
modified, except as provided in the Plan, as it im@ymended from time to time in the manner praVitierein, or in this Agreement, as it may be aredrfdom time tc
time by a written document signed by each of théigmhereto. Any oral or written agreements, @spntations, warranties, written inducements, logrot
communications with respect to the subject matvetained herein made prior to the execution ofAgeement shall be void and ineffective for all peses.

IN WITNESS WHEREOF, the parties hereto have catisisdRestricted Stock Agreement to be duly execatetidelivered on the day and year first above
written.

CENTURYTEL, INC.

By:

Glen F. Post, I
Chairman of the Board and
Chief Executive Officer

«Director_Name»
Award Recipient



Exhibit 10.2(f)(iv)

RESTRICTED STOCK AGREEMENT
UNDER THE
2005 DIRECTORS STOCK PLAN
(May 9, 2008 Grants)

This RESTRICTED STOCK AGREEMENT (this “Agreement§)made as of May 9, 2008, by and between Centliifie (“CenturyTel”) and
«Director_Name» (“Award Recipient”).

WHEREAS, CenturyTel maintains the 2005 Directorsc&tPlan (the “Plan”), under which the CompensaGammittee (the “Committee”) of the Board of
Directors of CenturyTel (the “Board”), may, amorter things, grant restricted shares of Centungledmmon stock, $1.00 par value per share (the f@omStock”),

to outside directors of CenturyTel, subject to steems, conditions, or restrictions as it may degpropriate; and

WHEREAS, pursuant to the Plan the Committee hasdedato the Award Recipient restricted shares gh@on Stock on the terms and conditions specified
below;

NOW, THEREFORE, the parties agree as follows:
1. AWARD OF SHARES

Upon the terms and conditions of the Plan andAbigement, the Committee as of the date of thiAgrent hereby awards to the Award Recipient 3,012
restricted shares of Common Stock (the “Restritk”) that vest, subject to Sections 2, 3 anérdf, in installments as follows:

Scheduled Vesting Date Number of Shares of Restricted Stock
May 15, 2009 1,004
May 15, 2010 1,004
May 15, 2011 1,004

2. AWARD RESTRICTIONS

2.1 In addition to the conditions andniesgons provided in the Plan, neither the sharfeRestricted Stock nor the right to vote the Retd Stock, to
receive dividends thereon or to enjoy any othdrts@r interests thereunder or hereunder may lok assigned, donated, transferred, exchanged, gidetigpothecated
or otherwise encumbered prior to vesting. Sulifetiie restrictions on transfer provided in thist®m 2.1, the Award Recipient shall be entitledliarights of a
shareholder of CenturyTel with respect to the Restt Stock, including the right to vote the shaaed receive all dividends and other distributidaslared thereon.

2.2 If the shares of Restricted Stockehast already vested in accordance with SectidmoYiey the shares of Restricted Stock shall vestfindstriction:
set forth in Section 2.1 shall lapse on the eadfer

(@) the date on which the Award Recipieagsvice on the Board terminates as a result afe@th, (ii) disability within the meaning of Sectia2
(e)(3) of the Internal Revenue Code or (iii) theligibility to stand for re-election due to Centligf’s mandatory retirement policy;

(b) the date, if any, that the Committeetlgin its sole discretion, to accelerate theingsif such unvested Restricted Stock in the cése o
retirement from the Board of an Award Recipientormfter attaining the age of 55 with at leastfalkyears of prior service on the Board; or

(c) the occurrence of a Change of ContraenfturyTel, as described in Section 11.12 of tha.P

3. TERMINATION OF BOARD SERVICE

Except as otherwise provided in Section 2.2 abt@rejination of the Award Recipient’s service on Baard for any reason shall automatically resuthim
termination and forfeiture of all unvested Res#itBtock.

4. FORFEITURE OF AWARD

4.1 If, at any time during the Award Reent’s tenure as a director of the Company oriwift8 months after termination of such tenure Aleard
Recipient engages in any activity in competitiothvany activity of CenturyTel or its subsidiariesl{ectively, the “Company”), or inimical, contraoy harmful to the
interests of the Company, including but not limited(a) conduct relating to the Award Recipiers#svice on the Board for which either criminal trilgenalties
against the Award Recipient may be sought, (b) mohdr activity that results in removal of the Awa&ecipient from the Board for cause, (c) violatidrihe
Company’s policies, including, without limitatiothe Company’s insider trading policy or corporadenpliance program, (d) accepting employment afterdate hereof
with, acquiring a 5% or more equity or participatioterest in, serving as a consultant, adviseeatior or agent of, directly or indirectly solicitj or recruiting any
officer of the Company who was employed at any tilaeng the Award Recipient’s service on the Boardptherwise assisting in any other capacity onmea any
company or enterprise that is directly or inding@tl competition with or acting against the intesesf the Company or any of its lines of busines%competitor”),
except for (A) any employment, investment, servissistance or other activity that is undertakehetequest or with the written permission of @enturyTel Board ¢
Directors or (B) any assistance of a competitor itharovided in the ordinary course of the AwaretiRient engaging in his or her principal occupafiothe good faith
and reasonable belief that such assistance with@reharm the Company’s interests in any substam@aner or violate any of the Award Recipient'sielsi or
responsibilities under the Company’s policies gulimpble law, (e) disclosing or misusing any coafitlal information or material concerning the Compgf) engaging
in, promoting, assisting or otherwise participating hostile takeover attempt of the Company grather transaction or proxy contest that couldoeably be expect



to result in a Change of Control (as defined inRlten) not approved by the CenturyTel Board of &wes or (g) making any statement or disclosing any
information to any customers, suppliers, less@ssdes, licensors, licensees, regulators, employeskers with whom the Company engages in busitrex is
defamatory or derogatory with respect to the bissineperations, technology, management, or othplogrees of the Company, or taking any other adtiat could
reasonably be expected to injure the Company iougsness relationships with any of the foregoiagips or result in any other detrimental effectioie Company, then
(i) all unvested shares of Restricted Stock grahtzdunder shall automatically terminate and bieified effective on the date on which the Award iRieatt first
engages in such activity and (i) all shares of @am Stock acquired by the Award Recipient uponingsif the Restricted Stock hereunder after the t#t precedes
by one year the date on which the Award Recipigetisire as a director of the Company terminateti@date the Award Recipient first engaged in fgtlvity if no
such termination occurs (or other securities inficlv such shares have been converted or exchasheliipe returned to the Company or, if no longdd by the Awar
Recipient, the Award Recipient shall return to @@mpany, without interest, all cash, securitiestber assets received by the Award Recipient upersale or transfer
of such stock or securities.

4.2 If the Award Recipient owes any antdorthe Company under Section 4.1 above, the AR&tipient acknowledges that the Company may,&o th
fullest extent permitted by applicable law, dedsigth amount from any amounts the Company owes wead\Recipient from time to time for any reasorcificling
without limitation amounts owed to the Award Reeiftias directors fees, reimbursements, retiremsmhpnts, or other compensation or benefits). Wdraithnot the
Company elects to make any such set-off in whole part, if the Company does not recover by medrsetoff the full amount the Award Recipient owes ite tAward
Recipient hereby agrees to pay immediately the idripslance to the Company.

4.3 The Award Recipient may be releasechfthe Award Recipient’s obligations under Sedidril and 4.2 above only if the CenturyTel Board of
Directors determines in its sole discretion thathsaction is in the best interests of the Company.

5. STOCK CERTIFICATES

5.1 No stock certificate evidencing thesRicted Stock shall be issued by CenturyTel winéllapse of restrictions under the terms herélgfon the lapse
of restrictions on shares of Restricted Stock, @gfitel may, in its discretion, cause a stock derte to be issued with respect to the vested RestrStock in the name
of the Award Recipient or his or her nominee witBhdays. Upon receipt of any such stock certificékhe Award Recipient is free to hold or dispofthe shares
represented by such certificate, subject to (iJiepple securities laws, (i) CenturyTel's insideading policy and (iii) any applicable stock reien policies that
CenturyTel may adopt in the future.

6. MISCELLANEOUS

6.1 Anything in this Agreement to the tary notwithstanding, if, at any time prior to thesting of the Restricted Stock in accordance B#htion 1 or
hereof, CenturyTel further determines, in its si&eretion, that the listing, registration or gfiaéition (or any updating of any such documenthefshares of Common
Stock issuable pursuant hereto is necessary osemyities exchange or under any federal or seatersies or blue sky law, or that the consentppraval of any
governmental regulatory body is necessary or dasii@s a condition of, or in connection with theuisnce of shares of Common Stock pursuant theretbe removal
of any restrictions imposed on such shares, suatestof Common Stock shall not be issued, in wbpla part, or the restrictions thereon removedesmsuch listing,
registration, qualification, consent or approvailshave been effected or obtained free of any itmmd unacceptable to CenturyTel. CenturyTel egt® use
commercially reasonable efforts to issue all shafésommon Stock issuable hereunder on the term&dged herein.

6.2 Nothing in this Agreement shall canipon the Award Recipient any right to continueéove on the Board, or to interfere in any waywlite right
of the Company to remove the Award Recipient agecthr at any time.

6.3 Upon being duly executed and delistdng CenturyTel and the Award Recipient, this Agneet shall inure to the benefit of and be bindipgruthe
parties hereto and their respective heirs, exesudmiministrators, legal representatives and ssoces Without limiting the generality of the foegg, whenever the
term “Award Recipient” is used in any provisiontbfs Agreement under circumstances where the goovegppropriately applies to the heirs, executadsninistrators
or legal representatives to whom this award maydesferred by will or by the laws of descent arribution, the term “Award Recipient” shall beeseed to include
such person or persons.

6.4 The shares of Restricted Stock gthheeby are subject to the terms, conditionstictisins and other provisions of the Plan as falyif all such
provisions were set forth in their entirety in tligreement. If any provision of this Agreement fticts with a provision of the Plan, the Plan piwn shall
control. The Award Recipient acknowledges recign CenturyTel of a copy of the Plan and a progmesummarizing the Plan, and that the Award Renipiwas
advised to review such materials prior to enteiirig this Agreement. The Award Recipient waives tight to claim that the provisions of the Plaa aot binding upon
the Award Recipient and the Award Recipient’s hadsecutors, administrators, legal representaivessuccessors.

6.5 Should any party hereto retain colfusehe purpose of enforcing, or preventing tiheath of, any provision hereof, including, but lwited to, the
institution of any action or proceeding in couretaforce any provision hereof, to enjoin a bredcény provision of this Agreement, to obtain spiegiferformance of
any provision of this Agreement, to obtain monetarjiquidated damages for failure to perform anguision of this Agreement, or for a declaratiorsath parties’
rights or obligations hereunder, or for any othweligial remedy, then the prevailing party shalegitled to be reimbursed by the losing party fbcasts and expenses
incurred thereby, including, but not limited totoaheys’ fees (including costs of appeal).

6.6 This Agreement shall be governedriy @onstrued in accordance with the laws of théeQthLouisiana.
6.7 If any term or provision of this Agraent, or the application thereof to any persotirsumstance, shall at any time or to any exterihbalid, illegal

or unenforceable in any respect as written, the rAviRecipient and CenturyTel intend for any couristeuing this Agreement to modify or limit such pigion so as to
render it valid and enforceable to the fullest ektdlowed by law. Any such provision that is sasceptible of such reformation shall be ignoredsto not affect any
other term or provision hereof, and the remaindéhis Agreement, or the application of such tempivision to persons or circumstances other thase as to which
it is held invalid, illegal or unenforceable, shadit be affected thereby and each term and provisichis Agreement shall be valid and enforcethiofullest extent
permitted by law.



6.8 The Plan and this Agreement contagénentire agreement between the parties with réspéize subject matter contained herein and maypeao
modified, except as provided in the Plan, as it im@ymended from time to time in the manner pralitierein, or in this Agreement, as it may be aredrfdom time tc
time by a written document signed by each of théigmhereto. Any oral or written agreements, @spntations, warranties, written inducements, logrot
communications with respect to the subject matietained herein made prior to the execution ofAgeement shall be void and ineffective for all poses.

IN WITNESS WHEREOF, the parties hereto have catisiscRestricted Stock Agreement to be duly execatetidelivered on the day and year first above
written.

CENTURYTEL, INC.

By:

Glen F. Post, Il
Chairman of the Board and
Chief Executive Officer

«Director_Name»
Award Recipient



EXHIBIT 10.2(9)
AMENDMENT NO. 1
TO THE
CENTURYTEL, INC.
2005 MANAGEMENT INCENTIVE COMPENSATION PLAN
WHEREAS, CenturyTel, Inc. (the “Company”) maintathe CenturyTel, Inc. 2005 Management Incentive gamsation Plan (the “Plan”);
WHEREAS, pursuant to Section 11.10 of the PlanPia@ may be amended by the Board of Directore®fompany (the “Board”) at any time; and
WHEREAS, the Board has determined that it is inttest interests of the Company to amend the Plaptdsrth below.
NOW, THEREFORE, the Plan is hereby amended aswsllo
1. Section 11.12(b) of the Plan is hereby amemrahedrestated, in its entirety, as follows:
(b) Upon a Change of Control, all outstanding Incezgtigranted pursuant to this Plan shall automatibakcome fully vested and exercisable, all restns ol
limitations on any Incentives shall automaticalipse and, unless otherwise provided in the Ince®yreement, all performance criteria and othed@@ns relating to
the payment of Incentives shall be deemed to bieaett at the target level without the necessitgation by any person.

2. Except as herein expressly amended, thedPlalhcontinue in full force and effect.

IN WITNESS WHEREOF, the Company has executed timsraiment on this 24th day of October, 2008.

CENTURYTEL, INC.

By: /s/ R. Stewart Ewing, Jr.
R. Stewart Ewing, Jr.
Executive Vice President and
Chief Financial Officer




EXHIBIT 10.3(b)

Execution Copy

FIRST AMENDMENT
TO
THE CENTURYTEL, INC.
SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN
2008 RESTATEMENT

This First Amendment to the CenturyTel, Inc. Suppetal Executive Retirement Plan 2008 Restatersesftective February 29, 2008.
WHEREAS , Section 20.02 permits CenturyTel, Inc. (the “Camg’) to amend the Plan; and

WHEREAS , at its meeting on December 19, 2007, the Compiens@ommittee recommended to the Board of Directhat it freeze the Plan as of Febn
29, 2008 and provide for a lump sum payment ogticearly 2009; and,

WHEREAS , on February 26, 2008, the Board of Directors &tbp resolution approving the Compensation Coregsigtrecommendation.

NOW, THEREFORE , the Plan is amended effective February 29, 2608lbws:
Add the following paragraphs at the end of the Intoduction:

These amendments make material modifications toGhendfathered Plan, resulting in it ceasing todoendfathered and becoming subject to (
8409A. Accordingly, in accordance with TreasurygRlations 81.40946(a)(i), effective February 29, 2008, all amourd$edred whether before 2005 or after 200«
governed by Code 8409A and the Plan as amendettieéfdanuary 1, 2008, as further amended hereby.

The First Amendment freezes the Plan effective Gaalyr29, 2008 and gives each participant who iwelgtemployed by an Employer, each retired paytai
or survivor currently receiving benefits and eaelted terminated participant not currently recegj\enefits (collectively, the “Participant”) a otiee option to elect 1
receive a lump sum amount payable in early 2000r&fkects the present value of the Participmuainticipated annuity benefit and an additionahgaesyment to ass
with the income taxes payable by the Participantezeipt of the lump sum. If the Participant doeselect to receive the lump sum, the frozen hengf continue tc
be in the form of an annuity. Additional yearsBefnefit Service and additional years of age aratgchunder some circumstances. The election wadlkkmp sum mu
be made by the participant after April 30, 2008 andater than June 13, 2008. Once the electiamaide, it is final.

Add the following sentence at the end of Section®.:

"Notwithstanding the above, the Accrued Benefieath Participant shall not increase after Febr@@rp008. For Active Participants as of FebrugryZD08
"Accrued Benefit" shall mean the greater of théofeing:

1) the basic monthly benefit as of FebruaryZZ8 determined in accordance with Section 5.0&das a Participant's Average Monthly Compensaith
Benefit Service as of February 29, 2008 and hisrigéed Social Security Benefit based on 2008 S&saurity Law, or

2) the basic monthly benefit as of December2BD,7 determined in accordance with Section 5.0&das a Participant's Average Monthly Compensatn

of December 31, 2007, Benefit Service as of Decerdbe2007 plus 3 years (limited to 25 years), Batimated Social Security Benefit based on 2007aboc
Security Law.”

Add the following sentence at thené of Section 2.03:
"Notwithstanding the above, Average Monthly Compgios shall not include Compensation paid to ai€ipent after February 29, 2008."
.
Add the following sentence at the end of Section®:
"Notwithstanding the above, employment after Fety@®, 2008 shall not be included in determinirigaaticipant’s Benefit Service under Article IV.”
V.
Add the following at the end of Section 2.15:

“Incentive Compensation for the period January 08206 February 29, 2008 shall be based on a Rzatits target bonus amount for 2008 under the Cowyy
Key Employee Incentive Compensation Plan.”



Add Section 3.05 as follows:
" 3.05. Notwithstanding anything to the contrary comga in this Plan, there shall be no new eligibl@leyees or Participants after February 29, 2008."

VI.
Add Section 4.05 as follows:

" 4.05. Notwithstanding anything to the contrary conggrin this Plan, each Participant shall be fullgted in his Accrued Benefit as of February 29, 28
employment with the Employer after February 29,880all not be included in determining a PartictfsaBenefit Service."

VII.
Add the following at the end of Section 8.02:

“The Disability benefit of Participants who beconsatiled on or after February 29, 2008 will be edaahe Participant's Accrued Benefit as of Febri
2008.”

VIII.

Amend Section 9.02 to read as follows:

“The monthly death benefit payable under Secti@1 %o the beneficiary of a Participant shall beada (a) less (b) less (c), where:

(a) is 36% of Average Monthly Compensation.

(b) the amount of Estimated Social Security Biefefsed on the 2008 Social Security law.

(c) the death benefit attribuéatd Section 6.1(a)(4) of the Retirement Plan.”
IX.

Amend Section 9.04 to read as follows:

“ Subject to the provisions of Articles XIV and X\het benefit shall commence as of the date on whiehPRarticipant would have reached the No
Retirement Date applicable to the Participant,aie @f death if later, for Participants with lelsart 10 years of Benefit Service at death, or tiefiteshall commence
of the date on which the Participant would havaiaétd age 55, or date of death if later, for Pgndicts with more than 10 years of Benefit Servicdeath.”

X.

Amend Section 11.02(d) to read as follows:

“In calculating the Lump Sum Payment due to anyv&cRarticipant under this Section, the Active Rgéint's age shall be deemed to equal his acteaplac
3 years; provided, however, that fewer than 3 yshadl be added if the addition of fewer than 3rgeeould maximize an Active Participant's Lump SBayment.

XI.
Add Section 12.03 to read as follows:

“Each Participant as of May 1, 2008 shall have e-ttime option during the period beginning on May @08 and ending June 13, 2008 (“Election Windote™)
elect to receive a lump sum payment to be madariy danuary, 2009. If a Participant dies during Election Window and has not appropriately féedelection not 1
take a lump sum payment prior to the deceasedcRemtit’s death, the persons who become Particigantcount of the Participant’s death shall abeetthe ondime
option during the remainder of the Election Windmvelect a receive a lump sum payment, with resjoettte benefit payable to such persons only.

The lumpsum payment is the actuarial equivalent (as a@uaquivalence is defined below in this Section)haf Participant's anticipated annuity payment
an additional cash payment to assist with the raxediately payable by the Participant. The Padict can make the lump sum payment election duhiedElectiol
Window by initialing the lump sum option on an dien form, dating and signing the form and delingriit to the Company during the Election Window thE
Participant is receiving benefits on May 1, 2008 &as a survivor annuity form of payment, the stowiannuitant must also consent to the lump sunmgay electio
on the form. If the election form is not returradthe Participant during the Election Window othié Participant does return the form but doegpnaperly elect on tf
form to receive a lump sum payment, the Participdlitonly be eligible to receive in the future to continue receiving, as the case may be, anfaised paymer
under the frozen Plan. The election made (ordifare to make an election) by the Participanthanfirst election form dated and signed by thei€lpeint and returne
to the Company is final and binding on and irre\meand unamendable by the Participant, his estateessors, beneficiaries and survivor annuitants.

If a Participant who is receiving annuity paymeassof May 1, 2008 timely elects to receive a lurag payment during the Election Window, the anr
payments will continue to the Participant, the iegrant's survivor annuitant, if any, beneficiary, if amstate or successors through the December 19, (2088en



whether or not the Participant survives through tete. The annuity payments will thereafter ceddge annuity payments that might otherwise bec
payable to anyone not receiving annuity paymentsfaday 1, 2008 shall be delayed until the eartiethe date the Participant (or those who beconréciRaants ol
account of the Participastdeath during the Election Window), appropriafés an election form on which no election to takkimp sum payment is made or until
expiration of the Election Window. If a Particigamho was not receiving benefits on May 1, 2008tler persons who become Participants during thetigle\Window
because of a Participasttieath) timely files an election during the ElectiVindow to take a lump sum payment, no annuitymgnts will be made and the Particig
or such persons will receive only the lump sum paytin early January, 2009.

If an election to take a lump sum payment is timfdgd during the Election Window, the lump sum p@nt will be made in early January, 2009 to Ac
Participants, Inactive Participants who are noeingong benefits as of May 1 2008 and Participaeteiving retirement benefits whether or not thei€ipant survive
through that date. If a Participant dies befoee Ithmp sum payment is made in early January, 20@9lump sum payment will be made to the Partidijgasurvivo
annuitant, if any, the Participant’s beneficiariésny, or to the Participant’s estate or successo

If the Participant appropriately elects a lump spayment during the Election Window, (except as jgles above in this Section regarding continuati€
payments to Participants receiving annuity paymentMay 1, 2008 and possibly in connection withre@e of Control as described below) no other paysneill be
made under any circumstances and neither the paritanor the Participarg’survivor annuitant, beneficiaries, estate or essors will receive any other annuity or o
benefits otherwise provided for in the Plan in #vent the Participant terminates employment, igtidées or becomes disabled, whether before or gigelump sur
payment is made.

Notwithstanding the other provisions of this Fitlghendment or any other provisions of the Planhd Participant appropriately elects a lump sum pay
during the Election Window, there will not be a jirsum payment under Article XI of the Plan if a 69a of Control occurs under Article XI unless (i) or befor:
December 31, 2008, an Effective Date, as definegkiction 11.01 of the Plan, occurs and (ii) thei€lpant becomes entitled to be paid a lump summeay because
a Change of Control under the provisions of Artleof the Plan and (iii) such lump sum is actuallye, payable and not contingent on the occurrehedater Chanc
of Control under the terms of Article XI of the Rlan or before December 31, 2008. If the Partitijpg entitled to be paid a lump sum because ofi@an@e of Contr
under the provisions of this paragraph, the Paditi will not be entitled to any other lump sumpayt in early January, 2009 so that under no cistantes shall the
be a duplication of lump sum payments.

For Participants currently receiving payments, lilmap sum payment was determined based on the ¢upsgment form. For Participants not recei
payments, the lump sum payment was determined lmasadsingle life annuity. Active Participants assumed to commence benefits at age 62 and leddisticipant
not receiving benefits are assumed to commencedfiteeatage 55 if the Participant had 10 years efdit Service at termination, otherwise at age B&r purposes
determining the amount of the lump sum payment ,anlyhe case of Active and Inactive Participan$ meceiving benefits, the Participasitage shall be deemec
equal his actual age plus 3 years; provided, howéivat fewer than 3 years shall be added if thditiah of fewer than 3 years would maximize a R#vtint’s lump sur
payment. For purposes of computing the lump surauat) the Participant is deemed to be alive onelmdy January, 2009 lump sum payment date, exteptift ¢
person other than the Participant can make the lsump election under the first paragraph of thistiSecthat person is deemed to be alive on theyelhuary, 20C
lump sum payment date.

For this purpose only, actuarial equivalence i€tagon an interest assumption of 6.0% and the GPB-Rlortality Table (50% male, 50% female).

In determining the additional cash payment, thentof taxation (current v. future), tax rate diffatials (ordinary income v. tgxeferred capital gains a
dividends), and expectations of future investmenim rates were considered.

For Participants as of February 29, 2008, the falig table contains the lump sum payment optionants

"Personnel Number Name Lump Sum
59164 Bowman, Nick 1,064,36.
2679 Cole, Kenneth R 988,¢
25821 Conrad, C. Kennet 428,¢
59165 Cunningham, Marvit 1,526,
25872 Dalrymple, Gyl 129,(
59200 Davis, Richard W 2,075,(
25148 Esker, Rober 327,¢
59166 Finney, Ray 941,:
59167 Greer, Murray 701,¢
25336 Hames, Harlir 605,¢
25843 Hargrove R L 1,058,¢
25881 LaGrone Harolc 156,¢
4500 Perleberg, Gar 121,¢
59168 Perry, Harvey | 3,430,
25100 Provance, W. F 234,
25806 Reppond, Jim [ 1,607,7
25939 Robinson, Jac 550,t
25899 Smith, W P 775,
56167 Williams, Mary Katherine 3,747,
54827 Davis, Tony 127.¢
2584 Hanks, W. Bruct 2,567,¢
2715 Thiels, David G 637,¢
3095 Bailey, Garlanc 389,2
2870 Cole, David 2,372,%
4494 Davis, Craic 411,¢
3277 Ewing, R.S. 2,381,%

5284 Goff, Stacey 997,:



10370
10111
2859
52726
2067
3189
62016

Hughes, Ivar
Maslowski, Michae
Post, Gler

Puckett, Karei
Ring, Duane
Sweasy, Neil A
Navarre, Debr:

IN WITNESS WHEREOF , CenturyTel has executed this Amendment on tI"ﬂslSy of May, 2008.

CENTURYTEL, INC.

By: /s/ R. Stewart Ewing, Jr.
R. Stewart Ewing, Jr.
Executive Vice President and
Chief Financial Officer

560,¢
1,014,]
11,926,
2,485,¢
503,(
349,¢
2,242,0:



EXHIBIT 10.3(b)

SECOND AMENDMENT
TO
THE CENTURYTEL, INC.
SUPPLEMENTAL EXECUTIVE RETIREMENT PIAN
2008 RESTATEMENT

WHEREAS , Section 20.02 permits CenturyTel, Inc. (the “Camyg’) to amend the Plan; and

WHEREAS , at its meeting on December 19, 2007, the Compiens&ommittee recommended to the Board of Directbat it freeze the Plan as of February
29, 2008 and provide for a lump sum payment ogticgarly 2009; and

WHEREAS , on February 26, 2008, the Board of Directors &etbp resolution approving the Compensation Coresigtrecommendation; and

WHEREAS , effective February 28, 2008, the Company adofited-irst Amendment to the Plan (“First Amendmend”jreeze the Plan and provide for the
election of lump sum payments in early 2009; and

WHEREAS , some Participants and beneficiaries who are yrspatus did not elect lump sums and will contitieeceive annuities; and
WHEREAS , the Board of Directors also approved the transfemny annuities to the CenturyTel, Inc. Suppletaebefined Benefit Plan (“SDBP”); and
WHEREAS , certain technical amendments need to be madetBlan.

NOW, THEREFORE , the Plan is amended effective as of the datesfsgbbelow, as follows:

The following paragraph is added at the end of théntroduction effective December 31, 2008:

Contemporaneously herewith, the Company has amehde@enturyTel, Inc. Supplemental Defined Berefén ("SDBP"), a plan aggregated with this Plan
pursuant to Treasury Regulation Section 1.409A¢2jcjo increase its liabilities and its AccruednBéts so as to provide the annuity benefits tdi€ipants who did not
elect a lump sum that this Plan was otherwise sadbddo pay after December 31, 2008. Accordintflis Plan is amended to reduce the Accrued Beaefitliability to
each such annuitant by the amount of the annuitgfiteto be paid from the SDBP.

Il
The following sentence is added at the end of Semti2.01 as amended by the First Amendment, effecévDecember 31, 2008:

Notwithstanding the above, the Accrued BenefitaxffeParticipant currently receiving annuities arebwill not receive a lump sum shall be decreasethé
amount of the Accrued Benefit liabilities assumad payable by the SDBP after December 31, 2008.

1.
Section 2.05A is added effective January 1, 2008, tead as follows:
2.05A “409A CHANGE IN CONTROL EVENT” shall mean a Change in Control Event as defined in TrgadRagulations 81.409A-3(i)(5).
V.
Section 10.02 is amended and completely restatedesftive January 1, 2008, to read in its entirety afollows:

10.02 Participant's vested Accrued Benefit is compat if it were payable at his Normal RetirementeDdf a Participant has not completed 10 or more
years of Benefit Service on the date of his tertimmeof employment, his Vested Accrued Benefitayable at his Normal Retirement Date. If a Payéint has attained
age 55 and has completed 10 or more years of B&Swfrice pursuant to Section 7.01, his benefill sibaamence on the first day of the month coincideith or next
following the date of termination of employmentjueed as provided in Section 7.04, 7.05 or 7.0@paticable. If a Participant has completed 1fhore years of
Benefit Service but has not attained age 55 alseofiaite of his termination of employment pursuan$ection 7.01, his benefit shall commence orfiteeday of the
month coincident with or next following the datewhich he attains age 55, reduced as providedétidde7.04, 70.5 or 7.06. The provisions of théxtn 10.02 are
subject to the provisions of Articles XIV and XV.

V.

Sections 11.01, 11.03 and 11.04 are amended and ptetely restated effective January 1, 2008, to reaid their entirety as follows:

11.01 Notwithstanding anything to the contrary in tRian or in any applicable law or regulation, uploe occurrence of a Change in Control (the "Effexti



Date"), the Accrued Benefit of each Participanhéotthan any Participant whose service as an ereplesas terminated prior to full vesting of his Aced
Benefit under Section 10.01) and the benefits goafleunder this Section shall automatically vest grereafter may not be adversely affected in aagtenwithout the
prior written consent of the Participant. Notwitstling anything to the contrary in this Plan, ummoccurrence of a 409A Change in Control EveptRarticipant wh
is then employed by CenturyTel, Inc. or its sulzsigis ("Active Participants") shall have an irreable right to receive, and the Company shall levacably obligated
to pay, a lump sum cash payment in an amount detedchpursuant to this Section if, during a periochmencing upon the Effective Date and ending orséwend
anniversary of the occurrence of the 409A Chandeantrol Event, the Active Participant voluntardyinvoluntarily separates from service (“Termioat). The lump
sum cash payment payable to Active Participantgutids Section (the "Lump Sum Payment") shall &iel pn the date of Termination, subject to the fgions of
Articles XIV and XV.

11.03 Notwithstanding anything to the contrary instRlan, upon the occurrence of a 409A Change inr@devent, each Participant who has already begun
to receive periodic payments under this Plan (‘freétParticipants”) shall have an irrevocable antbaditional right to receive, and the Company shalirrevocably
and unconditionally obligated to pay, a lump sumppant in an amount equal to the present valueeoPtrticipant's future stream of payments whichldotherwise
be payable under this Plan. Such lump sum paynmaditize paid on the first day of the month follogithe date of the 409A Change in Control Event. Chenpany
shall offer to assist such Participant in purchgsinsuch Participant's cost an annuity for theefieaf such Participant.

11.04 Notwithstanding anything to the contrary irstRilan, upon the occurrence of a 409A Change irrGidavent, any Participant (other than a Retired
Participant) who is then a former employee of tleenfany or its subsidiaries whose Accrued Benefiested under Section 10.01 ("Inactive Particigarsisall have an
irrevocable and unconditional right to receive, #melCompany shall be irrevocably and unconditigrabligated to pay, a lump sum payment in an arhdetermined
in the manner provided in Section 11.02(b) or &s)applicable; provided, however, that no Inadfaeticipant will be entitled to the benefits of 8eic 11.02(d). Such
lump sum payment shall be paid on the first dathefmonth following the date of a 409A Change imtCa Event.

VL.

The Third paragraph of Section 12.03 as added by thFirst Amendment is amended effective December 32008, to read as follows:

If a Participant who is receiving annuity paymesssof May 1, 2008 timely elects to receive a lumam payment during the Election Window, the annuity
payments will continue to the Participant; the Rgrant’s survivor annuitant, if any; beneficiaifyany; estate or successors through the Decenthe20D8 payment
only, whether or not the Participant survives tigiothat date, unless the continuation of such paysria 2008 does not satisfy the requirements diZ8f Notice
2006-79, as amended by §3 of Notice 2007-86 (“Nstif; in which case the payments will cease aPdicipant’s death. The annuity payments thatinigherwise
become payable to any Participant not receivingigypayments as of May 1, 2008 shall be delayed the earlier of the date the Participant (orshevho become
Participants on account of the Participant’s delatting the Election Window), appropriately files @ection form on which no election to take a luson payment is
made or until the expiration of the Election Windoifa Participant who was not receiving benafitsMay 1, 2008 (or the persons who become Partitspduring the
Election Window because of a Participant’s deathgly files an election during the Election Windtevtake a lump sum payment, no annuity paymentdeimade
and the Participant (or such persons) will receinly the lump sum payment in early January, 200%ss annuity payments in 2008 are required byiteces, in
which case the 2008 amounts only shall be paid.

VII.
The Fifth paragraph of Section 12.03 as added by éhFirst Amendment is amended effective December 32008, to read as follows:

If the Participant appropriately elects a lump suagment during the Election Window (except as giediabove in this Section regarding the possible
continuation of payments to Participants receidnguity payments on May 1, 2008 and possibly imeation with a Change of Control as described bglaw other
payments will be made under any circumstances aitdar the Participant nor the Participant's susvignnuitant, beneficiaries, estate or successilireeaeive any
other annuity or other benefits otherwise proviftedn the Plan in the event the Participant teatds employment, retires, dies or becomes disableether before or
after the lump sum payment is made, unless payntieat®therwise would have been made in 2008 ay@gined by the Notices, in which case such paymsimad be
paid in 2008.

VIIL.

Section 12.03 as added by the First Amendment is &mded to delete all references to the term “Changef Control” in such Section 12.03 and replace
such references with the term “409A Change in Contl Event,” effective December 31, 2008.

IX.
Section 12.04 is added effective December 31, 20tBread as follows:

12.04 Any annuities that have been paid by this Plahtaat may become payable by the SDBP after DeeeBth 2008 can be paid bi-weekly rather than
monthly provided that the bi-weekly annuities dre Actuarial Equivalent of the monthly annuities.

X.
Section 20.01(b) is amended effective January 1,08) to read as follows:

(b) Within the 30 days preceding or the 12 merittlowing a 409A Change in Control Event, provdbat Treasury Regulations §1.409A-3(j)(4)(ix){8)
complied with.

IN WITNESS WHEREOF , CenturyTel has executed this Amendment on thfgd*aly of October, 2008.



CENTURYTEL, INC.

By: /s/ R. Stewart Ewing, Jr.
R. Stewart Ewing, Jr.
Executive Vice President and
Chief Financial Officer




EXHIBIT 10.3(c)

FIRST AMENDMENT TO
THE CENTURYTEL, INC.
SUPPLEMENTAL DOLLAR & SENSE PLAN,
2008 RESTATEMENT
EFFECTIVE JANUARY 1, 2008

WHEREAS, Section 5.03 of this Plan provides that if a Pgyéint has made a deferral election under Secti@h But does not make a new election for the
succeeding Plan Year, his elections in effecttierdurrent Plan Year continue in force and effedf enade for the succeeding Plan Year; and

WHEREAS, the Plan should provide that unless a deferratieteds made prior to the first day of each Plaraiwith respect to Excess Salary or on or before

June 30 of a calendar year performance period, neghect to Incentive Compensation, no deferrdlbeilpermitted for such Plan Year.

NOW, THEREFORE , the Plan is amended effective January 1, 2008llasvs:

Delete Section 5.03 and insertfttiewing in lieu thereof:
5.03. If a Participant does not make new electionsfeucceeding Plan Year under Section 5.01, henatilbe able to defer any Excess Salary or Incentiv

Compensation for such succeeding Plan Year.

IN WITNESS WHEREOF, CenturyTel, Inc. has executed this AmendmenherQDthday of November, 2008.

CENTURYTEL, INC.

By: /s/ R. Stewart Ewing, Jr.

R. Stewart Ewing, Jr.
Executive Vice President and

Chief Financial Officer




EXHIBIT 10.3(d)
FIRST AMENDMENT
TO
THE CENTURYTEL, INC.
SUPPLEMENTAL DEFINED BENEFIT PLAN
2008 RESTATEMENT
WHEREAS , Section 18.02 permits CenturyTel, Inc. (the “Camg’) to amend the Plan; and

WHEREAS , at its meeting on December 19, 2007, the Compiens€ommittee recommended to the Board of Directbat it freeze the CenturyTel, |
Supplemental Executive Retirement Plan (“SERP)fdsebruary 29, 2008 and provide for a lump sunmpayt option in early 2009; and

WHEREAS , on February 26, 2008, the Board of Directors &gtbp resolution approving the Compensation Coresigtrecommendation; and

WHEREAS , effective February 28, 2008, the Company adofitedrirst Amendment to the SERP (“First Amendmetutfreeze the SERP and provide for
election of lump sum payments from the SERP inye20D9; and

WHEREAS , some Participants and beneficiaries who are yrspatus did not elect lump sums from the SERPveatontinue to receive annuities; and
WHEREAS , the Board of Directors also approved the transfemny annuities payable under the SERP to the; Rlzd
WHEREAS , the Board of Directors has approved changes degathe impact of a change of control of the Conypan the Plan.
NOW, THEREFORE, the Plan is amended effective as of the datesfsggebelow, as follows:
l.
The following paragraph is added ahe end of the Introduction effective as of Decembe1, 2008:
Contemporaneously herewith, the Company has amethde@enturyTel, Inc. Supplemental Executive Retget Plan ("SERP"), a plan aggregated with
Plan pursuant to Treasury Regulation Section 1.40@%(2), to eliminate any annuity benefits that 8#RP was otherwise scheduled to pay after DeceBihe&008 t
Participants in the SERP who did not elect a luonp,sand to transfer the obligation to pay such @msuto this Plan. Accordingly, this Plan is arded to increase t
amount of annuity benefits to be paid from thisnRdg the amount of annuity benefits being assunyeitifoom the SERP after December 31, 2008.
Il.
New Section 2.03A is added effectid@nuary 1, 2008, to read as follows:
2.03A “409A CHANGE IN CONTROL EVENT” shall mean a Change in Control Event as definddéasury Regulations §1.409A-3(i)(5).
M.

New Section 2.01A is added effecti@etober 24, 2008, to read as follows:

2.01A “AFFILIATE” (and variants thereof) shall mean a person onyethigt controls, or is controlled by, or is undentnon control with, another
specified person or entity, either directly or nedily.

V.
New Section 2.02A is added effective October 24,08) to read as follows:

2.02A “CAUSE" (a) “Cause” shall mean:

(i) conviction of a felony;

(ii) habitual intoxication during working hsur

(iii) habitual abuse of or addiction to a cdfecbdangerous substance; or

(iv) the willful and continued failure of tifarticipant to substantially perform the Participamluties with the Company or its Affiliates (othban an

such failure resulting from incapacity due to plgsior mental illness or the Participantermination of employment for Good Reason) f@eeod of 15 days after
written demand for substantial performance is @eéd to the Participant by the Board of Directdrthe Company (“Board”yvhich specifically identifies the mannel
which the Board believes that the Participant fetssobstantially performed the Participant’s duties

(b) For purposes of this Section 2.02A, aobca failure to act on the part of the Participainall be considered “willfulinless it is done, or omitted to
done, by the Participant in bad faith and with@#sonable belief that the Participaraction or omission was in the best interesth@fQompany or its Affiliates. At
act, or failure to act, based upon authority gipemsuant to a resolution duly adopted by the Baardpon the instructions of a senior officer of ©empany or bas:
upon the advice of counsel for the Company or ffdidtes shall be conclusively presumed to be daweomitted to be done, by the Participant in géath and in th



best interests of the Company or its AffiliatesnyAermination by the Company or any of its Affiéa of the Participard’employment shall not be deeme
be for Cause unless the Participargttion or inaction meets the foregoing standactuantil there shall have been delivered to théi¢pant a copy of a resolution di
adopted by the affirmative vote of not less thamelyuarters of the entire membership of the Board mieating of the Board called and held for such psep(afte
reasonable notice is provided to the Participadttae Participant is given an opportunity, togethih counsel, to be heard before the Board), figdhat, in the goc
faith opinion of the Board, the Participant is guibf the conduct described in subparagraph (ay@bend specifying the particulars thereof in detai

(c) No action or inaction shall be deemeallihsis for Cause unless the Participant is tetednéerefor within 120 days after such action mission it
known to the Chief Executive Officer of the Company

(d) In the event that the existence of Calnsdl become an issue in any action or procedaitgeen the Company and the Participant, the Coynpan
shall, notwithstanding the finding of the Boardereinced above, have the burden of establishingtbatctions or inactions deemed the basis for €digsin fact occur
and do constitute Cause and that the Company kiaBeshthe procedural requirements of this prawisi The satisfaction of the Company’s burden siegjlire clear
and convincing evidence. Any purported terminatbemployment of the Participant by the Companycidoes not meet each and every substantive anequral
requirement of this provision shall be treateddibpurposes under this Plan as a termination gflepment without Cause.

V.
New Section 2.09A is added effe&i®ctober 24, 2008, to read as follows:

2.09A “ELIGIBLE TERMINATION”  shall mean a termination of an Active Participa(ds defined in Section 10.03(a)) employment byGbepany or
its Affiliates other than for Cause, death or Dilh or a voluntary termination of employment by Active Participant for Good Reason, provided diter of such
terminations occur within three years after a CleangControl.

VI.
New Section 2.12A is added effe&i®ctober 24, 2008, to read as follows:
2.12A “GOOD REASON” shall mean Good Reason as defined in the PatitipChange of Control Agreement.
VII.
Section 10.03(a) is amended and restated effecti@etober 24, 2008 to read as follows:

10.03 (a) Notwithstanding anything to the contrary in tR&n or in any applicable law or regulation, upba bccurrence of a Change in Control
"Effective Date"), the Accrued Benefit of each Rapant (other than any Participant whose serviE@m employee was terminated prior to full vesthdis Accrue:
Benefit under Section 10.01) and the benefits aoafleunder this Section shall automatically vest thereafter may not be adversely affected in aagtenwithout th
prior written consent of the Participant. Notwitlisting anything to the contrary in this Plan, ugie® occurrence of a Change in Control, any Pagitdipvho is the
employed by the Company or its subsidiaries ("ActRarticipants”) shall, if the Change in Controhig09A Change in Control Event, have an irrevcealght tc
receive, and the Company shall be irrevocably abdig to pay, a lump sum cash payment in an amoetetrdined pursuant to this Section if during a qu
commencing upon the Effective Date and ending ersttond anniversary of the occurrence of the 4DBange in Control Event, the Active Participantwrily ol
involuntarily separates from service ("TerminatiprThe lump sum cash payment payable to Activeiaaints under this Section (the "Lump Sum Paynjestiall be
paid on the first day of the month following theelaf Termination, subject to the provisions ofiélgs Xl and XIII.

VI
Section 10.03(b)(iv) is amended and restated effae October 24, 2008 to read as follows:

(iv) In calculating the payment due to any AcfRagticipant under this Section who has incurreé&lggible Termination, the number of years of Benhefi
Years of the Active Participant shall be deemeedwoal the number of years determinable under ther &ections of this Plan plus three years andtiee
Participant's age shall be deemed to equal hislbage plus three years; provided, however, thabievent shall the provisions of this subsectiermpplicable if the
application thereof will reduce an Active Partigifa Lump Sum Payment from the amount that woutémtise be payable with the addition of less tiheed years of
service, age or both.

IX.
Sections 10.03(c) and (d) are amended and restatefflective October 24, 2008 to read as follows:

(c) Notwithstanding anything to the contranthis Plan, upon the occurrence of a 409A Changgomirol Event, each Participant who has alreadybég
receive periodic payments under this Plan ("Retiradicipants") shall have an irrevocable and udit@mal right to receive, and the Company shalirbevocably and
unconditionally obligated to pay, a lump sum payhieran amount equal to the present value of thiddfzant's future stream of payments which wottlieowise be
payable under this Plan. Such lump sum paymentiségdaid on the first day of the month followirigetdate of the 409A Change in Control Event. Then@any shall
offer to assist such Participant in purchasingiahdParticipant's cost an annuity for the benéfiuzh Participant.

(d) Notwithstanding anything to the contranthis Plan, upon the occurrence of 409A Change imtt@bEvent, any Participant (other than a Retired
Participant) who is then a former employee of tleenBany or its subsidiaries whose accrued benefiéssed under Section 10.01 ("Inactive Participarstisall have an
irrevocable and unconditional right to receive, #melCompany shall be irrevocably and unconditigrabligated to pay, a lump sum payment in an arhdetermined
in the manner provided in subsection (b)(ii) oi,(&s applicable; provided, however, that no Iiv&cParticipant will be entitled to the benefitssalbsection (b)(iv). Suc
lump sum payment shall be paid on the first daghefmonth following the date of the 409A Chang€antrol Event.



X.
New Section 10.03(e) is added effective October 24008, to read as follows:

(e) Notwithstanding anything to the contraryhistPlan, if an Active Participant incurs an Eligif ermination: (i) on or before the second anrgaey of a
Change in Control that does not constitute a 408Ar@e in Control Event, or (ii) after the secondia@rsary of a Change in Control but on or befbeethird
anniversary of a Change in Control, such Partidigaall not be entitled to a Lump Sum Payment pamsto Section 10.03(a); however, in calculatinghsBarticipant’s
normal, early or late retirement benefit, disapibenefit, or death benefit pursuant to Articlestiivough VIII, such Participant shall receive amamced benefit as a
result of age and years of Benefit Service credigermined in a manner equivalent to that sebfiorSection 10.03(iv), but assuming annuity rathen lump sum
payments where applicable.

XI.
Article 11A.01 is added to read as follows effectéevas of October 31, 2008:

11A.01 Each of the following Participants who weregigihg annuity payments under the SERP prior tasdanl, 2009 shall receive the following bi-
weekly benefits from the Plan in the following fasraf payment, beginning with the first payroll metriending after December 31, 2008, and the Plagbljeassumes tt
obligation for such annuity payments:

Personnel Numbe Name Bi-weekly Benefil Form of Paymenti
59164 Bowman, Nick 2,365.75 15-year Certain & Life Annuity
2679 Cole, Kenneth R. 2,245.33 100% Joint & Survivor
25821 Conrad, C. Kenneth 1,555.91 100% Joint & Survivor
59165 Cunningham, Marvin 2,544.86 100% Joint & Survivor
25872 Dalrymple, Gyl 426.72 Single Life Annuity
59200 Davis, Richard W 3,899.00 50% Joint & Survivor
25148 Esker, Robert 1,404.26 67% Joint & Survivor
59166 Finney, Ray 1,823.64 67% Joint & Survivor
59167 Greer, Murray 1,392.36 50% Joint & Survivor
25843 Hargrove, R L 4,457.97 Single Life Annuity
4500 Perleberg, Gary 221.80 100% Joint & Survivor
25100 Provance, W. F. 893.11 Single Life Annuity
25806 Reppond, Jim D 4,299.64 Single Life Annuity
25939 Robinson, Jack 1,955.99 50% Joint & Survivor
25899 Smith, W P 3,905.72 50% Joint & Survivor

The bi-weekly benefit payable under this Sectiaalldte increased annually to reflect increase®st of living at a rate of 3% per annum. This irge shall
take effect January 1 of each year on the bemefitly status beginning January 1, 2010. The 3%ammerease is not applicable to personnel numb@g2Kenneth R.
Cole.

Payments pursuant to this Sectibi.Q1: (i) shall be in addition to any other payrsgpursuant to the Plan; (ii) shall be subjectdreteration as outlined in
the Plan (in circumstances including but not limite those set forth in Section 10.03(c)); and ifiall not be increased as a result of a Chan@mimrol.

XIl.
Section 18.01(b) is amended and restated effectivanuary 1, 2008 to read as follows:

18.01 (b) Within the 30 days preceding or the 12 monthisviong a 409A Change in Control Event providedttheeasury Regulations 8§1.409;)(4)(ix)(B)
is complied with.

IN WITNESS WHEREOF , CenturyTel has executed this Amendment on tthd’Ay of October, 2008.

CENTURYTEL, INC.

By: /s/ R. Stewart Ewing, Jr.
R. Stewart Ewing, Jr.
Executive Vice President and
Chief Financial Officer




Exhibit 12

CenturyTel, Inc.

RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED STK DIVIDENDS

Net income
Income taxes

Pre-tax income

Adjustments to earning
Fixed charge
Capitalized intere:
Preferred stock dividen:
Gross earnings from unconsolidated cellulatraship
Distributed earnings from unconsolidated callyartnership

Earnings, as adjusted

Fixed charges
Interest expens
Interest capitalize
Preferred stock dividends (pre-tax)

Total fixed charges

Ratio of earnings to fixed charges and preferredkstlividends

(UNAUDITED)

Year ended December &
2008 2007 2006
(Dollars in thousands

$ 36573 418,37( 370,02
194,35 200,57: 221,12
560,08 618,94: 591,14¢
204,87: 214,77! 198,47¢

(2,409 (1,279 (1,908)
(246€) (591) (617)
(12,042 (14,57%) (5,861
15,96( 10,22¢ :

$ 766,22 827,49 781,24}

$ 20221 212,901 195,95°

2,40¢ 1,27¢ 1,90¢
24€ 591 617

$ 204,87 214,77 198 47

3.7¢ 3.8t 3.9¢




EXHIBIT 21
CENTURYTEL, INC.
SUBSIDIARIES OF THE REGISTRANT
AS OF DECEMBER 31, 2008

Subsidiary

State of
incorporation
or formation

Actel, LLC Delaware
Cajun Acquisition Company Louisiana
Century Marketing Solutions, LLC Louisiana
CenturyTel Acquisitions, LLC Louisiana
CenturyTel Arkansas Holdings, Inc. Arkansas
CenturyTel Fiber Company I, LLC Louisiana
CenturyTel Holdings, Inc. Louisiana
CenturyTel Holdings Alabama, Inc. Alabama
CenturyTel Holdings Missouri, Inc. Missouri
CenturyTel Broadband Services, LLC Louisiana
CenturyTel Broadband Wireless, LLC Louisiana
CenturyTel Investments, LLC Louisiana
CenturyTel Investments of Texas, Inc. Delaware
CenturyTel Long Distance, LLC Louisiana
CenturyTel Midwest - Michigan, Inc. Michigan
CenturyTel of Adamsville, Inc. Tennessee
CenturyTel of Alabama, LLC Louisiana
CenturyTel of Arkansas, Inc. Arkansas
CenturyTel of Central Arkansas, LLC Arkansas
CenturyTel of Central Indiana, Inc. Indiana
CenturyTel of Central Louisiana, LLC Louisiana
CenturyTel of Central Wisconsin, LLC Delaware
CenturyTel of Chatham, LLC Louisiana
CenturyTel of Chester, Inc. lowa
CenturyTel of Claiborne, Inc. Tennessee
CenturyTel of Colorado, Inc. Colorado
CenturyTel of Cowiche, Inc. Washington
CenturyTel of Eagle, Inc. Colorado
CenturyTel of East Louisiana, LLC Louisiana
CenturyTel of Eastern Oregon, Inc. Oregon
CenturyTel of Evangeline, LLC Louisiana
CenturyTel of Fairwater-Brandon-Alto, LLC Delaware
CenturyTel of Forestville, LLC Delaware
CenturyTel of Idaho, Inc. Delaware
CenturyTel of Inter Island, Inc. Washington
CenturyTel of Lake Dallas, Inc. Texas
CenturyTel of Larsen-Readfield, LLC Delaware
CenturyTel of Michigan, Inc. Michigan
CenturyTel of Minnesota, Inc. Minnesota
CenturyTel of Missouri, LLC Louisiana
CenturyTel of Monroe County, LLC Wisconsin
CenturyTel of Montana, Inc. Oregon
CenturyTel of Mountain Home, Inc. Arkansas
CenturyTel of North Louisiana, LLC Louisiana
CenturyTel of North Mississippi, Inc. Mississippi
CenturyTel of Northern Michigan, Inc. Michigan
CenturyTel of Northern Wisconsin, LLC Delaware
CenturyTel of Northwest Arkansas, LLC Delaware
CenturyTel of Northwest Louisiana, Inc. Louisiana
CenturyTel of Northwest Wisconsin, LLC Delaware
CenturyTel of Odon, Inc. Indiana
CenturyTel of Ohio, Inc. Ohio
CenturyTel of Ooltewah-Collegedale, Inc. Tennessee
CenturyTel of Oregon, Inc. Oregon
CenturyTel of Port Aransas, Inc. Texas
CenturyTel of Postville, Inc. lowa



CenturyTel of Redfield, Inc. Arkansas

CenturyTel of Ringgold, LLC Louisiana
CenturyTel of San Marcos, Inc. Texas
CenturyTel of South Arkansas, Inc. Arkansas
CenturyTel of Southeast Louisiana, LLC Louisiana
CenturyTel of Southern Wisconsin, LLC Louisiana
CenturyTel of Southwest Louisiana, LLC Louisiana
CenturyTel of the Gem State, Inc. Idaho
CenturyTel of the Midwest-Kendall, LLC Delaware
CenturyTel of the Midwest-Wisconsin, LLC Delaware
CenturyTel of the Northwest, Inc. Washington
CenturyTel of the Southwest, Inc. New Mexico
CenturyTel of Upper Michigan, Inc. Michigan
CenturyTel of Washington, Inc. Washington
CenturyTel of Wisconsin, LLC Louisiana
CenturyTel of Wyoming, Inc. Wyoming
CenturyTel Security Systems Holding Company, LLC Louisiana
CenturyTel Service Group, LLC Louisiana
CenturyTel Solutions, LLC Louisiana
CenturyTel Supply Group, Inc. Louisiana
CenturyTel TeleVideo, Inc. Louisiana
CenturyTel/Teleview of Wisconsin, Inc. Wisconsin
Coastal Long Distance Services, LLC Georgia
Coastal Utilities, Inc. Georgia
Gallatin River Communications, LLC Delaware
Gulf Communications, LLC Delaware
Gulf Long Distance, LLC Alabama
Gulf Telephone Company Alabama
Madison River Communications Corp. Delaware
Madison River Communications, LLC Delaware
Madison River Long Distance Solutions, LLC Delaware
Mebtel, Inc. North Caroling
Mebtel Long Distance Solutions, LLC North Caroline
Spectra Communications Group, LLC Delaware
Telephone USA of Wisconsin, LLC Delaware

Certain of the Company's smaller subsidiaries Heen intentionally omitted from this exhibit puratito rules and regulations of the Securities axchBnge
Commission.



Exhibit 23

Consent of Independent Registered Public Accountingirm

The Board of Directors
CenturyTel, Inc.:

We consent to incorporation by reference in theiftegion Statements (No. 333-91361 and No. 333t&8Y on Form S-3, the Registration Statements @8660061
No. 33:-37148, No. 333-60806, No. 333-150157, No. 333-524éhd No. 333-150188) on Form S-8, and the Regjistr Statements (No. 33-48956, No. 3315 an
No. 33:-155521) on Form &-of CenturyTel, Inc. of our reports dated February 2009, with respect to the consolidated balasiwets of CenturyTel, Inc.
subsidiaries as of December 31, 2008 and 2007trencklated consolidated statements of income, celmepsive income, cash flows, and stockholdegsiity for eac
of the years in the thregear period ended December 31, 2008, and relateddial statement schedule, and the effectiverfeisgéeonal control over financial reporti
as of December 31, 2008, which reports appeariibgrember 31, 2008 annual report on Form 10-Kewit@yTel, Inc.

Our report on the consolidated financial statemerdisides an explanatory paragraph regarding Cgnély Inc.'s change in the method of accountinguiocertain ta
positions in 2007 and share-based payments anébpearsd postretirement benefits in 2006.

/s/ KPMG LLP

February 27, 2009



Exhibit 31.1

CERTIFICATIONS

I, Glen F. Post, Ill, Chairman of the Board andeElixecutive Officer, certify that:

1.

| have reviewed this annual report on Form 10-CefturyTel, Inc.;

Based on my knowledge, this report does not comtajnuntrue statement of a material fact or oméitée a material fact necessary to make the stattsrmade, in
light of the circumstances under which such statesneere made, not misleading with respect to #réeod covered by this report;

Based on my knowledge, the financial statement$ oéimer financial information included in this repdairly present in all material respects theafigial condition,
results of operations and cash flows of the registas of, and for, the periods presented in gpsnt;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as defined in Exgghéict Rules

a)

b)

c)

d)

13a-15(e) and 15d-15 (e)) and internal control dwvemcial reporting (as defined in Exchange Actd’ul3a-15(f) and 15d-15(f)) for the registrant aaste:

designed such disclosure controls and proceduresused such disclosure controls and procedures designed under our supervision, to ensureniagerial
information relating to the registrant, including consolidated subsidiaries, is made known toyustiieers within those entities, particularly durihg period in
which this report is being prepared,;

designed such internal control over financial répgr or caused such internal control over finahe@gorting to be designed under our supervisioprovide
reasonable assurance regarding the reliabilitynafitial reporting and the preparation of finanstaktements for external purposes in accordandegeiterally
accepted accounting principles;

evaluated the effectiveness of the registrant’slo$sire controls and procedures and presentedsingihort our conclusions about the effectivenédbe
disclosure controls and procedures, as of the étiteeriod covered by this report based on sueluation; and

disclosed in this report any change in the regissanternal control over financial reporting thatcurred during the registrant’'s most recent figcarter (the
registrant’s fourth fiscal quarter of 2008) thas maaterially affected, or is reasonably likely taterially affect, the registrant’s internal contooker financial
reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial reporting, to tlegistrant’s

auditors and the audit committee of the registsabtiard of directors:

a) all significant deficiencies and material weaknedsethe design or operation of internal contratiofinancial reporting which are reasonably likedyadversely

affect the registrant’s ability to record, processnmarize and report financial information; and

b) any fraud, whether or not material, that involvemnagement or other employees who have a significéain the registrant’s internal control overdirial
reporting.
February 27, 2009 /s/ Glen F. Post, Il

Glen F. Post, llI
Chairman of the Board and
Chief Executive Officer



Exhibit 31.2

CERTIFICATIONS

R. Stewart Ewing, Jr., Executive Vice Presidamd Chief Financial Officer, certify that:

1. | have reviewed this annual report on Form 10-CehturyTel, Inc.;

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or oméitate a material fact necessary to make the statsrmade, in
light of the circumstances under which such statesneere made, not misleading with respect to #réeod covered by this report;

3. Based on my knowledge, the financial statements$ oéimer financial information included in this repdairly present in all material respects thefigial condition,
results of operations and cash flows of the registas of, and for, the periods presented in gpsnt;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as defined in Exgghéict Rules
13a-15(e) and 15d-15 (e)) and internal control dwvemcial reporting (as defined in Exchange Actd’ul3a-15(f) and 15d-15(f)) for the registrant aaste:

a) designed such disclosure controls and proceduresused such disclosure controls and proceduttes tiesigned under our supervision, to ensurentaggrial
information relating to the registrant, including consolidated subsidiaries, is made known toyustiieers within those entities, particularly durthg period in
which this report is being prepared,;

b) designed such internal control over financial répgr or caused such internal control over finah@gaorting to be designed under our supervisiomprovide
reasonable assurance regarding the reliabilitynafitial reporting and the preparation of finanstaktements for external purposes in accordandegeiterally
accepted accounting principles;

c) evaluated the effectiveness of the registrant'sloésire controls and procedures and presentedsineiport our conclusions about the effectivendésbe
disclosure controls and procedures, as of the étiteeriod covered by this report based on sueluation; and

d) disclosed in this report any change in the regissanternal control over financial reporting thatcurred during the registrant’s most recent figcarter (the
registrant’s fourth fiscal quarter of 2008) thas maaterially affected, or is reasonably likely taterially affect, the registrant’s internal contooker financial
reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial reporting, to tlegistrant’s
auditors and the audit committee of the registsabtiard of directors:

a) all significant deficiencies and material weaknedsethe design or operation of internal contratiofinancial reporting which are reasonably likedyadversely
affect the registrant’s ability to record, processnmarize and report financial information; and

b) any fraud, whether or not material, that involvemnagement or other employees who have a significéain the registrant’s internal control overdirial
reporting.

February 27, 2009 /s/ R.Stewart Ewing, Jr.
R. Stewart Ewing, Jr.
Executive Vice President and
Chief Financial Office




Exhibit 32
CenturyTel, Inc.

February 27, 2009

Securities and Exchange Commission
100 F Street, N.E.
Washington, D.C. 20549

Re: CenturyTel, Inc.
Certification of Contents of Form 10-K for the yearding December 31, 2008
pursuant to Section 906 of the Sarbanes-Oxley A2062

Ladies and Gentlemen:

The undersigned, acting in thepamities as the Chief Executive Officer and thee€Rinancial Officer of CenturyTel, Inc. (the “Coamy”), certify that the
Form 10-K for the year ended December 31, 200&@Tompany fully complies with the requirementSettion 13(a) of the Securities Exchange Act of41@®d that
the information contained in the Form KCfairly presents, in all material respects, theaficial condition and results of operations of@eenpany as of the dates and
the periods covered by such report.

A signed original of this writtetatement required by Section 906 has been provm#te Company and will be retained by the Compmy furnished to the
Securities and Exchange Commission or its stafhupquest.

Very truly yours,

/sl Glen F. Post, Il /sl R. Stewart Ewing, Jr.
Glen F. Post, 1lI R. Stewart Ewing, Jr.
Chairman of the Board Executive Vice President

and and

Chief Executive Officer Chief Financial Officer



